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More than Rhéne-Poulenc and Hoechst: ‘ 
_ Aventis — a new world leader 


The merger between Rhéne-Poulenc and Hoechst cre 


ates Aventis, one < 
world’s leading life sciences companies. Our 92.000 employees in more th 


an 100 countries make us big in size. But the vision b 
this new company is even greater. We are committed to improving the life of humans, animals and tł 





ye quality of plants. Th 
the incredible growth of knowledge, our scientists are on the threshold of major 


innovations in the fields of health and nut 
This includes pharmaceuticals, vaccines, therapeutic proteins, and animal nutrition as we 


ll as crop protection and crop produ 
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Aventis SA, Strasbourg, www aniis com 
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Brunei takes the chair of the 
Asia-Pacific Economic Co-op- 
eration (APEC) forum; Portugal 
| starts a six-month term as 
president of the European Un- 
ion (Eu) and the West Euro- 
pean Union (weu) Austria is 
in charge at the Organisation 
| for Security and Co-operation 
| in Europe (osce). 


There is reshuffling at the uN 
Security Council as well. After 
a two-year stint, Bahrain, Bra- 
zil, Gabon, Gambia arid Slove- 
nia vacate their seats in favour 
of Bangladesh, Jamaica, Mali, 
Tunisia and Ukraine. 


In Croatia, after the govern- 
ments defeat in general elec- 
| tions, there is a poll for presi- 
dent: a replacement is needed 
for the late Franjo Tudjman. 
Another ex-autocrat, General 
Augusto Pinochet, casts a 
shadow over a presidential 
poll in Chile. Finland and Uz- 
bekistan also elect presidents. 


After some 450 years, the link 
between the Protestant 
Church and the state is ended 
in Sweden. 





Movers and shakers gather for 
the annual World Economic 
Forum jamboree on the slopes 
of Davos, Switzerland, Others 
mark the coming end-of the 
Lomé Convention, a trade and 
id accord between develop- 
ing countries and Europe, with 


nians go to the polls for 
parliamentary elections which 


suld indicate the relative 
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i are held on March 7th alone. 


power of opposing clerics and | 
reformers. Kirgizstan also 
elects a new parliament while | 
Senegal votes in. the first 

round for a president. 


Chinese celebrate the start of a 
year of the dragon. 


It is presidential election year 
in America. The first, eagerly 

watched, primary elections are 
held in New Hampshire. 


Hosts New Zealand defend | 
their grip on yachting’s Ameri- 
ca’s Cup. 


A leaping bug? February 29th 
is the next big test for comput- 
ers from the millennium bug. 
It could prove more disruptive 
than at the new year. 


March 


Will Russia hold a presidential | 
election on the 26th? When | 
Boris Yeltsin resigned, the poll 
scheduled for June was | 
brought forward by three | 
months. The acting president | 
and Mr Yeltsin’s chosen suc- | 
cessor, Vladimir Putin, hopes | 

| 

| 





the war in Chechnya will 
keep him the most popular 
politician in the country. 


Haiti is due to hold a much- | 
postponed poll for a new par- 
liament, though it could be | 
delayed again. Elections in Tai- | 
wan, Spain and Thailand i 
should go ahead as planned. | 
They may do the same in i 
Greece if the assembly there | 
fails to select a new president 
for the country. | 
4 
| 


America’s primary season 
gathers pace with 24 states 
holding polls this month: 12 


| train enthusiasts celebrate a 
| century of their passion. 


} About three-quarters of the 


delegates to the party conven- 


| tions will be chosen, meaning 


that the nominations may 
well be won. 





Better late than never, the gov- 
ernment of Greece plans to 
make a formal application to 
join the euro, Europe’s single 
currency. The Greeks are hop- 
ing to be in by next year. 


The un convenes the World 
Water Forum in The Hague, 
Netherlands. The gathering of 
policymakers is designed to 
help sharpen minds on the 
worsening shortage of this re- 
source. 


An exhausting month for hed- 
onists: revellers fill the streets 

in Rio de Janeiro, Brazil, for its 
annual carnival; the beautiful 
people gather in Los Angeles 
for the Oscars; and in Wem- 
bley, north London, model- 





Finland hosts the European 


| snowball-fight championship. 
| Expect Mediterranean con- 
| tenders to fare badly. 


The world’s third-most-popu- 


= 
> at 





l Tall orders. in Luxembourg, as 


lous country, the United States | 


yearly head-count. Critics say 


| the census under-counts the 
| country’s poor in towns and 
| cities: since (and because of) 


| of America, holds its 22nd ten- 


| Ethiopia, Suriname.and the 
| Dominican Republic hold 
| elections, 





the last one they have missed 
out on billions of dollars of 
federal money. 






In Peru, President Alberto Fuji- | 
mori stands for athird term, | 
defying opponents who claim 
that this is unconstitutional. | 
| 
i 
i 
| 
| 
| 
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Georgians also vote for a pres- 
ident (evergreen. Edward Shev- 
ardnadze leads.in the polls), ` 
while South Koreans elect a 
new parliament. — 


Meeting half way, the Organi- 

sation of African Unity and 

the egu are due.to ‘hold a joint 
summit in Cairo, Egypt. Talks | 
on trade, debt and social is- | 
sues affecting Africa follow a | 
meeting of foreign ministers. 


Most Brazilians celebrate 500 | 
years since the Portuguese ar- 
rived; a few may mourn. 








| 
i 
{ 
Ken he do it again? London: 
votes for a mayor anda city- | 
wide council. Ken Livingstone, 
once a leading London politi- | 
cian and now a‘maverick left- | 
winger in the ruling Labour | 
Party, is a. contender. There is 
more hot air as the new Tate 
Modern art gallery opens its. 
doors to the public in a fort | 
mer power station. | 
| 





the eu’s ‘smallest country Ls 
hosts a gathering of Europe’s 3 


| tallest men. Not to be out- 9° 
_ done, Hungary has-invited all 


| and deposed} to Veszprem. 


` of Europe's queens (reigning | 
i 
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1 Portugal hosts a summit in 
| Santa Maria da Feira for the 
t end of its presidency of the 
pu. Germany holds Expo 2000 
| in Hanover. 


etherlands host the Euro- 
pean (soccer) Championships, 
held every four years a 


i Pp 

| | candidate at its Philadelphia 
| convention. In the same state, 
100 July 4th “babies"—one 
born in each year last cen- 
tury~line up for a birthday 
photograph, 


; {France takes on the rotating 
presidency of the gy:and the 

WEU.: Japan hosts the G7 con- 
ference in Okinawa. Might 
Russia: be excluded from the 

| G8. part of it? Critics say it 

should be, after rotten at- 

tempts to reform the economy. 


Heads of government from 
- { opec (Organisation of Pet- 

| toleum Exporting Countries) 
are due to get together in Ca- 
racas, Venezuela. 


Western. Sahara i is due to hold 
a referendum on indepen- 
dence from Morocco. It may 
end 25 years of struggle which 
_ followed Morocco’s invasion 
“of the Spanish colony, but the 
chances of the poll going 
} | ahead are increasingly slim. 





Bre we go. Belgium and the 








Will she get a card from her 


It is ten years since Iraq invad- | 


| the deaths of more than a mil- 





| 
| 
| 
| 
| 
| 
| 
i 
| 
| 
| 
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After seven decades in power, 
Mexico's ruling Institutional | 
Revolutionary Party competes 
for the presidency yet again. 
But it may be.an unusually 
closely contested, and even a 
clean, election. 


August 


America’s Democratic Party 
holds its convention in Los 
Angeles to select a presidential 
candidate. 





ed. Kuwait, leading to the Gulf 
war and to un sanctions—the 
latter have been blamed for 


lion Iraqi citizens. 


Who will celebrate? It is 200 
years since Britain completed 
an_act of union with Ireland. 


daughter? Britain’s Queen 
Mother is due to celebrate her 
100th birthday. 


September 


Israel and the Palestinian Au- 
thority are scheduled. to end 
negotiations on a permanent 
settlement. 








Car-(pe)-diem: over 60 French 
towns and cities ban cars 
from their centres for a day. 


Plagued with controversy after 
bribe-taking scandals, the 
Olympic movement tries to 
focus on sport. The Sydney 
Games, Australia, get going in 
13 places including one very 
big stadium. 


The un holds a millennium 
summit in New York. The 
main issue on the agenda: 
debt relief for poor countries. 
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| 1998 go on trial in the United 


| October 


| so too, although: plans ı may 


H * + 
| December. Tanzania is due to. 


| for the whole House of Repre- 





change hands from Republi- 
cans to Democrats. 





ing the American embassies in 
Kenya and Tanzania in August 







Tt gets hot and exciting at a UN 











States. | climate control conference. 
ae The follow-up to the 1997 Kyo-. | 
The imr and the ved? Bank 


hold their annual meetings in 
the Czech capital, Prague: 


trade surplus emissions quo- 


| 

| 

l 

| 

| to conference asks how to 
ast Phew ; 

T ; 





La residential and p 


years ago; Francisco Bran 
—_ croaked 25 years agon ; 
China says it will launch i its, 
first manned space mission, 
perhaps by this month=the | 
end of celebrations marking 50 
years of the People’s Republi 
It sent up an unmanned craft 
last November. 






























he women’s cricket’World 

Cup is held in Christchurch, 
si New Zealand. 

A flurry of presidential polls. | 

For the third time after com- 

munism, Poland elects a 

leader. Céte d'ivoire should do 





| France hosts an ev sum 
most likely in Paris. 

change because of a coup last i 3 
“Presidential po IIs are sche 
hold elections both. for a presi- uled in Kirgizstan and Ghana 
dent and for a parliament.this ` , 
month, while in Lithuania 
there is a parliansentary vote. 
as well. , 


Pedants, including their lea 
Fidel Castro. of Cuba, get read: 
to celebrate the start of the — 
real new millennium 

The winners of Nobel prizes : 
are announced in Oslo, Nore. 0 
way and Stockholm, Sweden, | 


It is ten years since east-and 
west Germany were united... | 


November 


America elects a new‘ presi- 
dent. Last time around, in 
1996, less than half of the-vot- 
ing-age population turned 
out—the lowest figure ever. 
The most powerful man in the 
world takes office in January 
2001. Elections are also held 





A life-size, singingzstatue of | - 
the late Frank Sinatra is un- 
| veiled in New York's Times 
Square. He would have been | 
85 years old. 

















Compiled with help fem Future Events 
| News Service, London. httpy/www.hub- 
| com.com/fens/ ek 44 (eo) 20 R672 OT 


sentatives and for a third of 
the Senate. Either might 
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Arresting argument while serving aS a road map of 
the coming millennium. Capital, 
Sirin your article about the Mi- competition and freedom are the 
-Tanda decision (“A pillar of the pedestals on which prosperity 
Jaw. assailed”, December uth), and equality are based, Commu- 
_ you quote Professor David Cole nism and unionism serve only to 
-as Saying that Miranda is an at- take away these freedoms and 
tempt to “offset with a clear rule opportunities. Your cover cap- 
the economic inequalities which tures perfectly the result of the 
make the criminal justice system failed idealisms of this century. 
fair.” There aré two problems Here's to the future of freedom. 
th this analysis. Newport Coast, 
First, the Miranda rule has not California THOMAS CLEARY 
lways been so clear, resulting in 
housands. of cases to interpret 
when the warnings are required, Sir—I was shocked by your cover 
and even precisely what warn- which uses a poor child’s picture 
ngs are required, This is in addi- in order to enhance your argu- 
tion: to. the old voluntariness is- ment that the failure of the wro's 
“sues which still remain. Second, millennium round would pro- 
some of us have a problem with duce a disaster for developing 
ny. “equal protection” approach countries. It was a populist move 
‘0 Miranda. There is (or ought to and I never would have expected 
be) no‘equal-protection right to this kind of dirty trick coming 
escape detection. from a respectable newspaper 
‘Fundamentally, however, the like The Economist. 




































decision is just plain wrong. Even CHRISTIAN 

hose of us who regard ourselves. Buenos Aires SCHWARZ 

i ith emnerne nrnna itene aana raa aa inaa e at 
Merging culture 


$0 Sin—The message from KpmG’'s 
\: Miranda violation has gone out recent research on cross-border 
and killed somebody, that is one mergers and acquisitions is im- 
person too many. portant (“Faites vos jeux”, Dec- 
Missoula, ember 4th). Over half the deals at- 
| James Ranney tempted resulted in a new 
organisation which was less than 
the sum of its parts. 

Covered with glory? Of course, we cannot be sure 
whether the 53% of deals which 
‘Sin—I wish to nominate your destroyed value were among or- 
cover photograph (December  ganisations which would have 
uth) as the cover of the century. It lost value against competition if 
‘summarises the lessons and they had not merged but one of 
struggles of the past 100 years, the sure-fire ways to stack the 


Be ee a me a sm a my | 


a The m o = 
[ie Subscription Service 


Name f _....... Please enter a subscription for 1 year 
CH enclose payment of 

Tite {payable to The Economist Newspaper Ltd) 
For credit card payment, see subscription card insert 
U Australia A$268 (ISingapore $$204 
Ci Malaysia US$67 Thailand US$84 
{J Other Asia/Pacific US$165 
(The Economist Quarterly index 

US$66 per year 
{The Economist Binders 

US$74 per set of 4 


The Economist Newspaper Limited 
30 Raffles: Plate, #13-01 Caltex House, 
Singapore 048622, Singapore. 

Telephone: (65) 534 $166 Fax: (65) 534 5066 
Se reei priitiotional materai from other tompycses, “E-Mail: subscriptions@economist.com 










gi iire UK ondor Tha Data Protwition Act, 1984. Registered in'Landon 236382 Registused office 29 $t lanus Seen, Landos SHIA tG 
a in ei: atm is he tn a asin a ne one 


Mee men aae He Sk tee Es em et 


e Economist Newspaper Limited. Ali rin 













Published avery week, except for a year-end tiout 
p: byany means, electronic, mechanical, pi 
Pr 


timited. Pintedin Singapore by Times PintersPte, Lid, Publisher Th Economist Newspaper Limited 






1g or otherness, wi the prio per 


The Economist, 25 St James's Street; London SWIATHG © FAX? 020: 7839 2968 E-MAIL: letters@economist.co’ 


odds against yourself is to look at 
your target or partner from a 
business point of view only. Cul- 
tural issues are the hardest to 
overcome because they are often 
the hardest to identify. All organi- 
sations have unique cultural val- 
ues and methods, and sometimes 
two sets of values just do not go 
together. But almost ‘nobody 
takes these into account before 
the deal goes ahead. 

The biggest deal of the past 
year is a case in point. The new 
power-sharing executive in 
Northern Ireland is a coalition of 
organisations all from the same is- 
land but with vastly different cul- 
tural backgrounds. But because 
the “merger” in this case has in- 
volved discussions which have 
been confined almost exclusively 
to identifying and coping with 
the cultural issues involved, there 
is real optimism that it will suc- 
ceed. It may not smack of busi- 
ness efficiency and a “good fit’, 
but it has got a better chance of 
working than the one-in-six rate 
of Kemc’s statistics simply be- 
cause it addresses the cultural is- 
sue in advance. 


Kent JONATHAN RICE 
ent emai es ll 





Lawsuits v law makers 


Sin—Again you deplore the use of 
creative lawsuits to regulate or in- 
timidate the makers of cigarettes 
and guns (“Government v gun 
makers”, December uth}. In the 
same issue you say that cam- 
paign-finance reform is “probably 
unattainable”. Do you really be- 
lieve that the present situation, in 
which unscrupulous industries 
can and do buy enough votes to 
prevent legislation they do not 
like, is less damaging to constitu- 
tional government than the law- 
suits or the precedent they. set? 

Los Angeles DONALD ADELMAN 


pe i nica een | 





Hungary and PHARE 


Sin--Your article on Hungary 
(“The price of power”, November 
6th) alleges that the ev ambassa- 
dor, Michael Lake, described the 
country’s handling of its su 
“PHARE” programme as a “near 
catastrophe”. This is not correct. 
Mr Lake was never approached 
by The Economist, nor has he 
ever described the state of PHARE 
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as a “near catastrophe”. Thete:has * 
been a decline in the absorption | 
rate of PHARE money, but over 
four years. With the expity of two 
multi-annual programmes, 1996 
and 1997, by December 3ist 1999, 
the absorption rate this year will 
have turned around and should 
be'a record for Hungary. 
MICHAEL LAKE | 

eu Ambassador | 

IMRE Boros | 

Minister without portfolio < 
Budapest Prime Minister's Office 













































[ Editors note: Ata press-conference,, | 
| Mr Lake spoke ‘sternly of the fact | 
| that most of the PHARE money was | 

allocated ‘at:the: last moment and | 


| was therefore nearly lost. 





























Sin—I see that the abbreviation 
for the new organisation needed 
to tax and control the .prolifer- 
ation of initials (“Acronyms | 
anonymous”, December nth ) is ¢ 
AAAAAA. If it had been AAAAA it 
would have: confi it 
“Association: Amicale’ des Ama- | 
teurs d'Authentiques Andouil- 
lettes”, the famous pork-sausage 
group that no one keen on French 
culinary tradition would ignore. 
Vessy, 

Switzerland CHRISTIAN ÈVAIN | 







Sir- am writing to complain 
about your misuse of one particu- 
lar acronym. AAAAAA is already | 
allocated: to: the Association for 
the Abolition’ of Appalling Arbi- 
trary Application of Apostro- 
phe’s, of which | am an activist, 
Derby Nick Kay 










SiR—BsE must no longer be asso- 2 
ciated with mad cow disease as 
the bulls of the Bombay Stock Ex- 
change are no longer prepared to 
tolerate the insult. re 
Pune, 

India SANTOS 











Sir-~You forget the most impor- 
tant imr: the International Metal- 
workers’ Federation. founded in 
1893 and representing more than 
2am metalworkers worldwide. 
“MARCELLO MALENTACCHI 
General Sectetary 


Geneva IMF 


ae Seca a 












McKinsey & Company 







< McKinsey & Company is a leading international management 
“consultancy: with over 70 offices in.38 countries. We provide wide- 
ranging advice on strategic, organisational, technical and operational 
issues to leaders of many of the world’s major companies, 


We have an opportunity for a knowledge specialist within McKinsey’s 


responsibilities will revolve around guiding client teams to relevant 
practice work and expertise, the development of strategy and 
infrastructure for knowledge dissemination, and collaboration in the 
“management of the practice. 


ELOP’s mission isto ‘help McKinsey project teams achieve 








„tools that integrate the three themes of strategy, leadership and 
“organisation. Many of the practice's most important knowledge 





“programme involving experts from numerous social research fields is 
continuously refreshing this knowledge. The successful candidate will 
be able to juggle the very near-term demands from teams for 






development. 


This role offers the opportunity to work with a practice that has gained 
a reputation for innovative and successful concepts and for tackling 








Se 


+ Network Group Leader, P-3 
information Technology ard Knowledge Ma 
Organize all aspects of network: services, atio 
planning and implementation, formulate n policies 
management consideration. i 
Vacancy Announcement VA-2000/001 


competency and integrity to joi 








¢ Senior industrial Development O 
industrial Energy Efficiency Branch 
Responsible for strategic planning & poli 
implementation of technical cooperation 
quality control of project activities, prepar 
and present technical studies in area of sp 
Vacancy Announcement VA-2000/002 











|: + Associate Legal Officer, P-2 
“Office of Legal Affairs 

Research and prepare draft legal opinions in cot 

Regulations. Assist in preparation of repiles/sur 

the International Labour Organization and in other 

Prepare draft agreements relating to technical co 

procurement of equipment and services. 

Vacancy Announcement VA-2000/003 
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‘Knowledge Specialist, Organisation Practice 


McKinsey’s European Leadership and Organisation Practice, London 


European Leadership and Organisation Practice (ELOP) whose primary 


breakthrough results by providing them with concepts, frameworks and 


contributions are relatively new, and an active knowledge development 


established insights with the longer term need for continuous knowledge 


(EN United Nations Industrial Development Organization 


U N | DO UNIDO is the UN agency providing specialized services for sustainable and environmentally soun 
industrial development. To deliver these services and to make a definitive contribution to achieve — 


i 
VY the goals of UNIDO, the Director-General is looking for men and women of highest level of 


es, contract fopa es 


avelop new i 


.. Detailed information available through internet, UNIDO: httpiwww.unida.org (Who We Are/CareeP Opportunities). UNIDO offers attractive remonstration packages/benefits inline 

with the United Nations common system. Female candidates from alf UNIDO Member States are particularly encouraged to apply. Candidates shouid submit a CV or a UNIDO 
Personal History Form (formats obtainable from the UNIDO hornepage) to: Chief, Staff Planning and Development Section, P.O. Box 300, A-1400 Vienna, Austria or Fax: 443 00) 
421346 3492; Email applications will not be accepted. Deadline for receipt of applications: 37 January 2000 


complex organisation and leadership issues, As the practice has only 
recently been established, opportunities for entrepreneurial activities are 
plentiful, With the growth of ELOP, the scope of work for the Practice 
Knowledge Specialist will inevitably increase. This position is also the 
first step in an exciting career track pivotal to the development and 
success of the practice. : 


We are seeking candicates who. can demonstrate solid: knowledge and 
experience of organisation and leadership issues gained in areas such 
as Organisation Design, Performance Management, Organisational 
Culture or Human Resources. Management. You will havea strong a 
academic record, likely to include the successful completion of an MBA 
or Masters degree, as well as excellent problem-solving and analytical 
skills. As a self-starter with outstanding communication. and organisati 
skills as well. as a strong customer service otientatian, you will make aes 
vital contribution to the continued development of the practice. 


Remuneration and benefits are designed to attract candidates of the 
highest calibre. To apply, please send your CV to Joanna Keeling at 
McKinsey & Company: 1 Jermyn Street, London SW1Y 4UH, or email it’ 
to her at joanna,keeling@mckinsey.com, ‘ 
In either case, please quote ref; VOOOP1. 


You can find out more. about McKinsey by visiting our website at 
www.mokinsey.com 
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st innovative programmes and projects: 
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y aspects of investment and technology promotion 
hening UNIDO's promotional tools and network 
aches and concepts, develop; monitor, assess and 
lon of cooperation activities and projects. 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is currently seeking 
applications from suitably qualified candidates to fill a vacaney in its Language Services Division. The Language 
Services Division is a central service unit which provides linguistic expertise and support in the 11 official 
‘Community languages to all the business areas of the ECB. The ECB has its own terms and conditions of 
employment, including a competitive salary structure, retirement plan, health insurance and relocation benefits. 
Candidates must be a national of a Member State of the European Union. 


TERMINOLOGIST 


-The vacancy is for a terminologist whose duties will include close co-operation with the ECB‘s senior 

< terminologist in the use and development of the ECB‘s existing terminology management and translation 

tools. His/her duties will include: 

ae 'h into the terminology relating to subjects of relevance to the ECB. 

K Compi ation of terminology and the expansion and management of the existing ruling tecmino tig PEE 
database. 

* Co-ordination and liaison with national central banks of the 15 EU Member States with regard to terminology 

used in ECB documents. 
+ Logistical and technical support to the ECB‘s Language Services Division, as required. 


Qualifications 

* A native-speaker command of an official Community language. 

* An excellent command of English, and a very good command of one or more of the other official Community 
languages. 

« A university degree in terminology, translation, computational linguistics, language engineering or language 
technology. 

. At least two years‘ professional experience (preferably in the field of terminology, translation, computational 
linguistics, language engineering or language technology) including skills in terminology management with 
software packages such as TRADOS MultiTerm and the Translator‘s Workbench. 

+ Advanced PC skills, including practical knowledge of the MS Office suite, are essential. 

» Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team 
are very important. 





Ref.: ECB/12/00/ TE 
Applications : 
Applications should include a cover letter and curriculum vitae in English and a recent photograph, together ' with 
references confirming the required experience and skills. They should quote the reference number and should be 
addressed to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main, 
and should reach us no later than 31 January 2000. To meet the deadline, applications may be sent beforehand by 
fax to fax number +49 69 1344 7979. However, this is not a substitute for the original, which must still be submitted. 
by mail. Applications will be treated in the strictest confidence and will not be returned. 


~: This vacancy notice is 5 also published on the Internet at http://www.ecb.int, but ssiptieations should aly be 
submitted on paper via i surface mail. 
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“It is not the strongest species that survive, 
nor the most intelligent, 
but the ones most responsive to ¢ ge 
— Charles Darwin 


Vice President Leadership Development _ 
Substantial Package 


Global competition, increasing pace of change and continued nev 
„creating substantial pressures on major organisations. To ‘estab! h long-term competitive vs 
dy: tage they peed critical support in the design and ee apeiadons 


he processes and people 


To support continuing growth and development, we are seeking to appoint a Vice President 
Leadership Development capable of leading the function globally. 

Responsibilities will include: 

* Providing an innovative approach to leadership developmen 

* Developing: a framework to create world class consultants | l 


* Creating an approach that incorporates the human and technical dimensions of 
our business 


* Developing and implementing measurement systems and processes consistent with a 
world class training and development function 


The position will involve international travel x on a regular “basis and d will be based either in 
-o United States or Europe. : , : 


Please apply in writing, enclosing your full CV and current ‘salary details, to- 
Barkers Response Services, Wellington House, Queensmere, Slough, Berkshire 
SLI IDB, United Kingdom. Email: response.services@bnbi. -com Please quote 
reference 6099B. 


Cambridge Management Consulting 


ssaa iaon ariassan 
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T © , United Nations Environment Programme 
ell Bahat pati pakia o RE 
9 PRESALE HEE ay DIN PA POR CORN © PRCIGIAAEE {IE LAK NACKINES COSA DRIER FK. REET ABIES TE 
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EXECUTIVE SECRETARY. (D-2), SECRETARIAT FOR THE 
VIENNA CONVENTION AND ITS PROTOCOL ~ DUTY 







- STATION: NAIROBI 
VACANCY ANNOUNCEMENT NO. 96-93 — Duration: Two years 
i: (Renewable) 


DEADLINE FOR APPLICATIONS: 15 February 2000 


‘The United Nations Environment Programme (UNEP) is the 
leading global environmental authority that sets the global 
environmental agenda and promotes implementation of the 
environmental dimension of sustainable development within the 
United Nations system. 


UNEP provides the Secretariat to the Vienna Convention for the 
“Protection of the Ozone Layer and the Montreal Protocol on 
Substances that Deplete the Ozone Layer, which have the 
objective of protecting the stratospheric ozone layer by phasing 
| out the production and consumption of specified ozone depleting 
chemicals. More than 170 Governments have ratified these 
agreements. The Secretariat is headed by the Executive 

: Secretary. 


| The Executive Secretary, under the overall guidance of the 
- Executive Director of UNEP will: 









ze Provide information to the Governments and relevant 
organizations and individuals on all aspects of the protection of 
the ozone layer as necessary. 

~ Represent and promote the legal agreements in relevant 
io international, regional and national meetings as necessary. 
«Facilitate assessment on all aspects of the ozone layer by 
assisting Panels of experts and communicate reports to the 
/ Governments and other relevant bodies. 

« Service the meetings of the Parties to the Vienna Convention 
and the Montreal Protocol and their subsidiary bodies by 
preparation of working documents, arranging for the meetings 
and assisting in conducting the meetings. 
| + Facilitate the implementation of the decisions of the meetings. 

* Monitor the implementation of the agreements by analysis of 
data and information and report to the meetings of the Parties. 

» Effectively manage the professionals and other staff of the 

Secretariat. 


































Qualifications and Experience: The candidate should have an 
advanced university degree in relevant subjects He should have 
15 to 20 years of professional experience of which some should 
be at national level with links to the international process on 
environment and 5 years experience at the international level. 
Good understanding of different aspects of the agreements and 
experience in facilitation of inter-government process needed. 
Ability to lead a team of specialists in inter-disciplinary efforts 
essential. Management and organizational skills and experience 
essential. Command of English, necessary. Experience in UN 
systems and working knowledge of UN languages other than 
English desirable. 





An internationally competitive salary and benefits at standard 
| UN rates will be offered. 


Applications: Applicants are requested to send a detailed C.V. 
including date of birth. nationality, educational qualifications, 
“summary of professional skills, relevant work experience and 
languages spoken or to complete a United Nations Personai 
‘History: Form. (P11), available at UN Offices. The applications may 
be sent or faxed before 15 February 2000 to the Chief, 
Recruitment Section, Human Resource Management Service, 
United Nations Office at Nairobi (UNON), P.O. Box 67578, 
Nairobi, Kenya. Fax: (254-2) 52421 2/624 134/622615/622624. 


IN ALL CORRESPONDENCE OR INQUIRIES PLEASE QUOTE 
VACANCY ANNOUNCEMENT NO. NA-99-93 
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INTERNATIONAL FUND FOR | 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: 39 06 5043463, E-Mail: Lmclachlan@ifad.org 





y 
J 


ASSISTANT CONTROLLER (ACCOUNTING) P-5 


seeks 






















Duties: Under the general supervision of the Controller, the 
incumbent will: Develop annual operating directions, administer 
accounts with cooperating institutions, supervise the Fund's 
Accounting system, manage resources available for commitment, 
supervise preparation of financial statements and reports, 
participate in committee meetings and liaise with external auditors. 


Qualifications and Experience: University degree in accounting 
or an equivalent internationally-recognized accounting 
qualification. Ten to fifteen years experience in international 
accounting including computerized systems, preferably in the 
United Nations system or an international financial institution. 
Familiarity and experience in programme budgetting.an asset. 
Strong communication and negotiation skills. Excellent 
Knowledge of English and working knowledge of French, Spanish 
or Arabic. Ability to lead and manage staff. 


Net Salary Range from USD 59 963 to USD 79 108 per annum 
plus post adjustment and United Nations benefits package. 


Please send application to Personnel Division no later than 29 January 
2000. For more details please visit our web site at www.ifad.ow 







Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 






THE WORLD BANK 
PUBLIC SECTOR MANAGEMENT SPECIALIST 







Responsibilities: 


The Work! Bank's Poverty Reduction and Economie’ Management Nevwork ig looking fora 
specialist to support its increasing work on issues of governance and public sector management 
in India. Based out of the Dethi Office, the officer will be responsible for working as part of a 
muftidisciplinary team focusing upon issues of civi service. reform and institutional development 
with both central and state governments. Specific duties will include: (1) advising chent 
governments (state and central) on governance reforms, and monitoring progress of the same: (2) 
gathering and analyzing information on the shape of the public sector, including institutional 
mandates, organization, staffing, budget, business processes, products and services, and interface 
with civil society; (3) authoring and contributing to reports on governance and (4) performing 
additional tasks as required, The officer should be capable of working independently with a 
minimum of supervision. 








Qualifications: 
The. successful candidate will have the following qualifications: 


+ An advanced degree in public administration, public sector management, political science, 
economics, finance and/or comparative politics with a strong record. of academie: 
achievement; 


» At least two years of work experience in the field of public sector management, on one or, 
more of the following topics: civil service reform, including issues of pay. and employment 
and human resource management; public expenditure management, ischiding budget. 
formulation and implementation; strategic management, organizational design and business 
process reform; finaticlal management, including accounting and internal and external 
audit, performance monitoring and evaluation; anti-corruption activities; and sub-national 
governance; 


* Both international and Indian experience will be highly valued; -: .< 

-Excellent people skills and the capacity to participate effectively in multidisciptinary teams; 

» Strong analytic skills, a willingness to work hard, the ability:to gather and analyze 
significant quantities of data. 


This is an open ended assignment. Women are particularly; ancouraged to apply, The selary will l 
ae in Indian Rupees based on the World Bank's local salary stale, which is competitive with the | 
apper echelon of Indian firms. ere 


The candidates should submit g resime, within 10 days te: 
Ms. Nira Anand, Head, Human Resources, 
‘The Wortd Bank, 70, Ladi Estate, New Delhi 110 003 
Fax No: 4619993 and 
Email Address: nanandlgéworldbank.org 
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EUROPEAN CENTRAL BANK | 


VACANCIES AT THE EUROPEAN CENTRAL BANK 


_ The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is currently seeking 
applications from suitably qualified candidates to fill vacancies in its Language Services Division. The Language 
Services Division is a central service unit which provides linguistic expertise and support in the LI official — 

Community languages to all the business areas of the ECB. The ECB has its own terms and conditions of- 

employment, including a competitive salary structure, retirement plan, health insurance and relocation benefits. 
Candidates must be a national of a Member State of the European Union. T ae a 


_ DANISH / GERMAN / GREEK / SPANISH / FRENCH / ITALIAN / 
DUTCH / PORTUGUESE / SWEDISH / FINNISH TRANSLATORS 


~The vacancies are for one mother-tongue translator for each of the following languages: Danish, German, Greek 
Spanish, French, Italian, Dutch, Portuguese, Swedish and Finnish. The translators” duties will include the translation 
of texts principally from English into their mother tongue, the revision of texts drafted in their mother tongue and th 


proof-reading of texts produced in their mother tongue which are destined for publication. 


‘Qualifications i 

« A perfect command of Danish, German, Greek, Spanish, French, Italians] 

excellent English and a very good knowledge of at least one other officia 

* An honours university degree - or equivalent qualification - in a relevant sub 
and/or the financial and economic field. A postgraduate diploma in translatior 

+ Several years professional translation experience, preferably in the economie 

A sound background knowledge of financial, economic and legal affairs. 

* Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team in a- 
multicultural environment are very important. : 

+ Advanced PC skills and a practical knowledge of standard MS Office applications are essential. Familiarity 
with a terminology management package such as TRADOS MultiTerm and translation memory software such _ 
as TRADOS Translator's Workbench would be an advantage. o i 





Ref.: Danish (ECB/02/00/TE); German (ECB/03/00/TE); Greek (ECB/04/00/TE); Spanish (ECB/05/00/T E); 
French (ECB/06/00/TE); Italian (ECB/07/00/TE); Dutch (ECB/08/00/ TEX Portuguese (ECB/09/00/TE), Swedish 
(ECB/10/00/TE),; Finnish (ECB/11/00/TE) RR 


Starting date 


As soon as possible. 


Applications 


» Applications should include a cover letter and curriculum vitae in English and a recent photograph, together with 
references confirming the required experience and skills. They should quote the appropriate reference number 
for the position in question and should be addressed to the European Central Bank, Directorate Personnel, © 
Postfach 16 03 19, D-60066 Frankfurt am Main, and should reach us no later than 31 January 2000. To 
meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 7979, However, this 
is not a substitute for the original, which must still be submitted by mail. Applications will be treated in. the 
strictest confidence and will not be returned. 


This vacancy notice is also published on the Internet at http://www.ecb.int, but applications should only be 
submitted on paper via surface mail. ale 
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Consulting Opportunities for Economists (x4) 
The Regional Economic Monitoring Unit (REMU) at the Asian Devel- 
‘opment Bank is the focal point for the economic monitoring and surveil- 
lance of the ADB's developing member countries. In connection with 
technical assistance to the ASEAN Surveillance Process and the Asia 

“Recovery Information Center (ARIC), REMU has four consulting as- 

-signments available. 


1. Macroeconomist based in Manila, one year. 


2. Economics Statistician based at the ASEAN Secretariat in Jakarta, 
one year. 


3. Financial Economist/Macroeconomist based at the ASEAN 
secretariat in Jakarta, one year. 


4. Macroldevelopment economist based in Manila, 6 months. 


Required qualifications: An advanced degree, preferably a Ph.D 

with relevant specialization; At least five years professional experi- 

ence; Good knowledge of development issues in East and Southeast 
Asia: Strong leadership, analytical, liaison and communication skills; 
Training experience. required for the first three positions; Experience in 

publishing and, preferably, in electronic publishing required for the 
| macro/development economist. 


For further information on ail positions please visit the Asian 
Recovery information Center (ARIC) web site, httpy/aric.adb.org and 
bok under Opportunities. ARIC provides resources for monitoring the 
recovery process in Asia, Al applications, including a fullcurriculum 
vitae, should be sent to Manager, Regional Economic Monitoring 
Unit, Asian Development Bank, P.O. Box 789, 0930 Metro Manila, 
Philippines, fax +63-2-636 2183, or email wpaz@adb.org, by Janu- 
ary314, 2000. Applicants must be nationals of ADB member countries. 


Asian Development Bank 


Democracy and Governance Advisor/ 
Activity Manager 


The United States Agency for International Development Mission 
‘in Zambia (USAID/Zambia) seeks a qualified professional to 
‘manage its Democracy. and Governance (DG) activities. The 
USAID/Zambia DG program is intended to help create a climate 
| in Zambia where democratic institutions are strong, resilient and 
responsive to the needs of Zambia's citizens. Employment will be 
Cunder a Personal Services Contract for an initial period of two 
years, based in Lusaka, Zambia. 


The candidate should have a graduate degree in political science, 
law, planning, public administration or other closely related 
“disciplines; and extensive experience working in developing 
countries on program management and political analysis, 
community and institutional development, civil society, judicial 
_and legislative process, local governance, human rights issues 
-and/or the media. 


To apply, please send a detailed CV, along with a salary history 
covering the past five years and a list of references to: 


The Executive Officer, USAID/Zambia 
PO Box 32481, Lusaka, 10101, Zambia; 
-Or- 
The Executive Officer, USAID/Zambia 
Department of State, Washington, DC 20521-2310 USA 
Gf- 


fax to 260-1-254532 e-mail to cbryant@usaid.gov 


“This information should be received by USAID/Zambia no later 
than February 15, 2000. If you have questions, please contact the 
Executive Officer, Ms. Cynthia Bryant at 260-1-254303/4/5/6. 


The Inter-American Development Bank, 

: the oldest and largest regional multilateral development institution 
in Latin America and the Caribbean, based in Washington, DC, is 
seeking a senior level: 


Regional Economic Advisor 
(Code: NA/REA/TE) 


This position requires hands-on experience in high level economic policy 
formulation and will work with Mexico, Central America, Dominican 
Republic and Haiti. 


N NS: The successful candidate will perform advisory 
functions « on all economic matters relating to country economic policies, 
strategies. planning and quality control of sector studies, economic analysis of 
projects and preparation of periodic reviews of the regions macroeconomic 
performance, Will include high-level economic policy dialogues with national 
authorities in the region. 


REQUIREMENTS: Education:The position requires a Ph. Doin Economics 
ar equivalent training in economics. Experience: Minimum of 15 years of 
substantive senior level experience in public or private sector organizations, of 
which at least 5 years should be in Latin America or the Caribbean. 
Languages: Proficiency in English and Spanish required. 


The Bank offers a competitive salary, comprehensive benefits. plan and 
relocation package. Applications must be received by January 31, 2000. 
Send resume in duplicate with a cover letter and salary history to 


Inter-American Development Bank, Stop E0507 
Attn: Code: NA-REA-TE 
1300 New York Ave. NW, Washington, DC 20577-USA 
Fax: (202) 623-3014 
E-Maik JOBS@IADB.ORG 


For additional information on this and other positions of interest, please refer 
te our Vacancy Announcements at: httpy/Ayww.iadb.org/dpa/jobposti.htm 


As a reflection of its commitment to its borrowing member countries, the 
Bank may require staff to accept assignments in both country offices and 
headquarters. Only applications which best match thé requirements of the 
position will be ac ‘knowledged. The IDB encourages gender equality ir in its 
hiring practices. a 


The United Nations Department of Economic and Social Affairs 
seeks an 
Expert in Decentralized Planning in Mozambique. 
The appointment will be for a peried of one year, 
with a possibility of extension. 


The Ministry of Planning and Finance of the Government of Mozambique has 
formulated a national Economic Management Plan 2000-2002. One component, of 
this plan - Decentralized Planning - aims at strengthening management capacities at 
the provincial and district level for implementing key planning tools and procedures. 
The Expert will support and advise the Ministry. of Planning in 


e managing the decentralization of planning comporient of the national Economic 
Management Plan 2000-2002; 


e implementing the decentralization of planning activities related to.the 
government budget; three-year public investment plan; national Economic and 
Social Plan and national Strategic Plan; coordination of external aid; and 


è monitoring and coordinating the decentralization strategies and projects of both 
public-sector and non-public-sector institutions. 


Qualifications: The successful candidate must have a postgraduate Degree in 
economics or related social sciences fields; ten years of experience in development ” 
planning, analysis of socio-economic indicators, formulation and-evaluation of 
publie investment projects, and public finance management; five years of experience 

capacity-building projects in the area of decentralization and public: finance 
ment; and extensive professional experience in Africa and ör other 
oping countries, Experience in United Nations technical-cooperation activities, 
ee be an advantage. Fluency in Portuguese isrequired as well asa facility with 
compater applications under Windows operating systems. i 
The successful candidate will receive the salary, allowances and benefits applicable 
to staff members of the United Nations on comparable: assignments. 


Applications should be submitted to the Project Personnel Service, Room DC-1- 
1276. United Nations, New York NY [0017) USA (Attention: Mr Vietor 
Lioubomirov), or by fax to (212) 963.1272, Applications should include full E.V., 
salary history, names. and addresses of three references and full contact details 
iphone, fax and e-mail). Applications should be submitted within 21 days of 
publication of this notice, marked “MOZ/96/009:Adviser in Decentralized 
Planni ng” 
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PRE-QUALIFICATION 


_ With due regards to the government economic restructuring principle and Bestia 
-under the law and regulations concerning the attraction and protection of foreign ees 
_investment in Iran, Iran Power Generation and Transmission Management 
Organization (Tavanir) intends to develop a 900 MW (415%) combined cycle power 
= station on Build, Operate and Transfer (B.O.T) basis. By way of an open Internationa! 

Competitive Bidding, Tavanir will select an eligible sponsor with sound financial 
capabilities to whom the authorisation to design, finance, construct, operate 
„and maintain the Power Station shall be granted.At the end of the Authorisation 

Period, the Project shall be transferred to Tavanir without compensation. ae 

IPDC, on behalf of Tavanir, invites interested applicants. to obtain. yea 
< further information and receive pre-qualification documents at the _ 
address below: 


| Mr. N. Mahmoudi, Project Manager 
| Tran Power Development Company 
_ No.3, Shahid Shahamati Alley 
 Mali-e-Asr Avenue, Tehran 
Ẹ Islamic Republic of Iran 
ff Tel: 009821- 890 7176 Fax: 009821- 890 8454 
The pre-qualification documents are available, 
free of charge, at the foregoing address from 
8 am to 4 pm, Saturday to Wednesday. 


The Norwegian School of Management MB, 
is rated as one of the leading MBA 
programmes in Europe 


è | months 
A unique iors a 33 


Multi-cultural class with max 40 participants 


MBA in | "Hands-on" consultancy | project 


Norway 


Norwegian School of Management BI 


Graduate Office, PO. Box 580, N-1302 Sandvika, Norway 
Tel. +47 67 55 70 00. Fax +47 67 55 76 60 
E-mail: graduate@bi.no 
















| 


al 


All of these securities having been sold, this announcement appears as a matter of record only 


US$435,000,000 


SOFTWARE 









2,500,000 Shares- 


~ Common Stock 


Price US§$174 a Share 
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Putin the Great Unknown 


USSIA needs a strong leader, able to get 

laws passed and obeyed, and institutions 
built, rebuilt or cleansed of corruption. Vladi- 
mir Putin, its new president, seems a strong, 
determined man, supported since parlia- 
mentary elections in December by a fairly ro- 
bust majority in the Duma, and standing a 
fine chance of being elected as president in 
the popular vote that is now due on March 
26th. So Mr Putin is just what the Russian 
doctor ordered? Not so fast. Before jumping to 
that conclusion, it is as well to review what is 
known about this man and his supporters. 

By the standards of a secretive, clannish 
place, Mr Putin’s background is fairly clear 
(see Charlemagne, page 52) but that still does not make him 
well-known. The trouble is that the few facts that are avail- 
able reveal little about his political inclinations or his ideas 
about policy. Since he became prime minister just over four 
months ago, and especially since becoming president last 
week, he has made sure to offer reassuring noises to all the ap- 
propriate constituencies: to sound democratic to democrats, 
reform-minded to reformers, tough to tough-guys, reasonably 
western to reasonable westerners. But it is not what he says 
that matters. It is what he does. And most of the significant 
things that he has done, both in his short career as a political 
leader and in his longer career as a spy, have been scary. 


The case for suspicion 


It is in that longer career that the worries begin. In any coun- 
try, it would be hard to imagine the former head of the do- 
mestic counter-intelligence service becoming president. 
George Bush may have been head of America’s c1A, but that 
was a political appointment and he was not a career spy. In 
Russia, you might argue, everyone who is anyone has a dodgy 
background of some sort, given seven decades of commu- 
nism. And in lawless Russia, to have the trust of the secret po- 
lice and the army will be a big help. All that is true. But a more 
sinister interpretation is just as plausible. 

For much of this year, the role and influence of the secret 
police and the army have been on the rise. Humiliated by 
Russia’s failed war in Chechnya in 1994-96, derided around 
the globe for years as a clapped out bunch of incompetents, 
the Russian army has long been looking for a way to restore 
its pride and morale. Last year’s NATO offensive in Kosovo left 
Russia looking both unprepared and fourth-rate, apparently 
incapable of defending interests or standing by allies. This 
was an exaggeration, but one the security services and the 
military appear to have exploited to begin their comeback. 
Then, following the incursion by Chechen rebels into neigh- 
bouring Dagestan in the summer came a series of deadly 
bomb explosions in Moscow and other Russian cities. This 
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was the beginning, remember, of Mr Putin’s 
rise to power and popularity. 

No clear evidence has yet been found for 
who was responsible for those bombs, and 
no one has claimed responsibility. Chechen 
rebels, which include some pretty nasty char- 
acters, may well have been the culprits. But, in 
the absence of evidence, other candidates 
should also be kept in mind. Gne of them is 
the very service that Mr Putin used to head, 
once the core of the KGB and now called the 
rsp. There is no evidence that it laid the 
bombs, either. Yet given the huge benefits that 
he, and the security forces in general, have 
gained from those tragedies it would be fool- 
ish to rule that thought out altogether. What ts clear is that 
this possibility needs to be weighed in any assessment of 
what a long-term President Putin might be like. 


Yeltsin’s happy new year 


In a different way, the manner of President Yeltsin’s resigna- 
tion was also ominous. There is no doubt that it was long 
overdue; Mr Yeltsin would have done his country a service by 
standing down at least two years ago. But there is also a lot of 
doubt over whether he really wanted to stand down even six 
months before the end of his term. A deal to protect him and 
his family from prosecution for corruption, struck with a 
powerful prospect in the forthcoming elections, may be ex- 
planation enough. But it did not look terribly voluntary, and 
despite gestures of change in the Kremlin (such as the ostenta- 
tious sidelining of Mr Yeltsin’s daughter) the signs are that the 
same court of business oligarchs and security toughs will be 
running things in future. Mr Yeltsin was, at least in his last 
years, their puppet (see pages 21-23). Which end of the strings 
Mr Putin holds remains to be seen. 

There are, to be sure, better possibilities. Out of the Putin- 
strengthening evil of the Chechen war could come institution- 
building, rule-of-law-enforcing, enterprise-creating good. Pres- 
ident Putin may indeed believe, as he says he does, in an 
open society, with free speech, democratic liberties and pro- 
market reforms. His desire to crush the Chechen rebels may, 
in due course, be tempered by a realpolitik desire to stay on 
reasonable terms with the Islamic world. His desire to stand 
up for Russia against the West may be tempered by a realpoli- 
tik desire to keep open Russia’s access to foreign money and 
to avoid outright confrontations with America. 

All this suggests that outsiders and Russians alike should 
give President Putin the benefit of the doubt. They should 
keep an open mind, certainly. But for the moment, the sober- 
ing truth is that the facts—such as they are, given that he is a 
former spymaster—lean more towards doubt than benefit. 

- See a 
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A Syrian-lsraeli peace? 


It shouldn’t be all that difficult, though it will no doubt take longer than it should Sc 


T THE start, it all seemed yawningly familiar: Arab-Israeli 
talks, under American sponsorship, stymied as the two 
sides postured to a home audience, squabbling over some 
footling issue. Although, after two days, the “procedural hur- 
dle” was overcome, the vista loomed of yet another stop-start 
stumble over an intractable obstacle course. 

Wrong: the Syrian-Israeli-American talks going on this 
week at a hotel in Shepherdstown, West Virginia, could be a 
break with a bad tradition, not a continuation. The issues to 
be settled are molehills compared with the religious- 
historical-geographical mountains that the Palestinians and 
Israelis will eventually have to clamber over. The framework 
of an Israeli-Syrian deal is straightforward and could, at least 
in theory, be settled in weeks: the return of the Golan Heights, 
a plateau that Israel seized for security reasons in 1967 but ov- 
er which it has no immemorial claims, in exchange for strin- 
gent security guarantees and an embassy in Damascus. 

So why has it taken, so far, 33 years to approach such an 
arrangement? Partly because Syria, until now, has had no 
wish for normal relations with Israel. Its ruler, Hafez Assad, 
was prepared to postpone getting back a chunk of his land in 
order to continue to lead the anti-Israel, anti-compromise, 
front. In the meantime, the Israelis who had settled the occu- 
pied land—secular nationalists, who prospered with their 
farms and their vines—built up a strong lobby in Israel that 
cuts across political and religious lines. Israel was set against 
withdrawal; Syria was content to leave things as they were. 

Two developments unlocked this stalemate. First, Israel's 
position in Lebanon became intolerable. The Lebanese resis- 
tance movement's war of attrition against the Israeli, and pro- 
Israeli, forces that occupy the “security zone” in southern Leb- 
anon persuaded the Israeli public that holding on to this bor- 
der area had become self-defeating. Ehud Barak promised, 
before he was elected prime minister last year, that he would 
bring Israel's soldiers home by July 2000. Clearly, any with- 


Catch up if you can 


Will developing economies really be left behind by the 


information-technology revolution? 


HILE many emerging economies suffered financial cri- 
sis and recession in the late 1990s, America boomed. As 
a result, the income gap between rich and poor countries 


_ Started to widen again. Over the next decade or so, the infor- 


mation-technology revolution is widely seen as being the 
main driver of growth, and since the rich economies, notably 
America, have a vast lead in the development and use of com- 
puters, telecoms and the Internet, some people worry that this 
will inevitably cause the gap between the developed and the 
developing worlds to widen further. Not necessarily: such 





drawal from Lebanon would be infinitely safer if Israel were 
at peace both with Lebanon and its controlling power, Syria. 
Mr Assad, meanwhile, was growing old, his health poor. 
His elder son, and chosen heir, had died in a car crash. His 
second son, Bashar, needed his path smoothed if the dynasty 
were to continue. Unfinished business had to be cleared 
away: the Golan returned, the cold war with Israel ended, Sy- 
ria’s relations with the West re-established. Hence Mr Assad’s 
friendly signals, the breakthrough when America’s secretary 
of state visited Damascus in December, the dispatch of Fa- 
roug Sharaa, Syria’s foreign minister, to Washington for pre- 
liminary discussions and, now, the start of talks in earnest. 


Delays and fusses, but the desire is there 


The initial hiccup was over whether Israel’s withdrawal or the 
post-withdrawal security arrangements should be first on the 
agenda. In fact, the two issues are tightly interconnected: Is- 
rael, with its pre-1967 memories of Syrian guns on the Golan 
plateau bombarding Israeli farmers in the valley below, will 
not withdraw unless Syria agrees to rigorous monitoring ar- 
rangements. On the other hand, Israel has come to accept that 
if it is to be at peace with Syria, and the hostile forces that Syr- 
ia represents, it will have to hand back all the Golan—except, 
possibly, for a sliver of the coast of the Sea of Galilee. 

There are bound to be fusses in plenty about those few 
square miles of coastland, the water resources that rise in the 
Golan, the intrusiveness of Israel’s security demands, plus Is- 
rael’s new financial and military demands on America. But 
none of these questions is insurmountable. If the two sides 
are determined to solve them, they can reach respectable 
compromises with comparative ease. It will all no doubt take 
longer than it should. But the cheerful news is that Mr Barak 
and Mr Sharaa would not be in Shepherdstown, talking, or 
even not talking, to each other, if there were not a genuine de- 
sire, and self-interest, on both sides, to reach a deal. 








thinking reflects a misunderstanding of the nature of growth. 

The iT revolution may well boost America’s growth over 
the next decade, but that need not prevent emerging econo- 
mies growing at an even faster pace. This is because it is easier 
to catch up than to be an economic leader. Rich countries 
have to devise new technologies to maintain rapid growth, 
but producers in poorer countries can copy those technol- 
ogies at relatively low cost. Growth can be generated either by 
increased inputs of capital and labour or by more efficient 
use of those inputs—as a result of new technology or better 
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management. Growth based only on increased inputs of capi- 
tal rather than on efficiency gains will eventually be subject to 
diminishing returns, so in developed economies, where the 
capital stock is already large, technological advances and effi- 
ciency gains are the keys. In less developed economies, inno- 
vation is less important: they can grow by buying the devel- 
oped world’s technology. 

Some economists, such as Paul Krugman, predicted before 
the 1997 crisis in Asia that the region would soon slow sharply 
because its growth was the result mainly of heavy investment 
and a big increase in employment rather than productivity 
growth. Once all the spare labour was used up and capital 
employed per worker reached rich-country levels, he argued, 
Asia's growth would slump. He turned out to be right about 
the slowdown but wrong (so far) about the reasons. Now that 
Asia’s financial bubble has burst, the scope for renewed 
strong growth remains. 

It is true that, as emerging economies become richer, their 
scope for catch-up and hence rapid growth decreases. But, for 
now, there is still plenty of room: Asian and other emerging 
economies are still much less capital-intensive than their rich 
counterparts. In the mid 1990s the average South Korean had 
only two-fifths as much capital to work with as his American 
equivalent; the average Thai only one-eighth as much. And, 
while the growth of the labour force may slow with Asia’s 
falling birth rates, its quality can still be much improved 
through education. The average East Asian worker aged over 
25 has had only seven years of education, compared with 
more than ten years in rich economies. 

The same applies to other emerging economies, where 
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education and capital per worker generally lag those in Asia. 
If this room for catch-up is exploited, then income inequal- 
ities between countries could shrink over the coming decades 
(see page 76). Even if growth in rich economies is spurred by 
the ır revolution, emerging economies could outpace them 
for several decades if they pursue sensible policies. That is, of 
course, a big “if”. Catching up is far from automatic: Africa 
has painfully shown how bad policies (alongside war and 
famine) can thwart it. If it is to happen, prudent monetary 
and fiscal policies, markets that are open to trade and foreign 
investment, and efficient banking systems are all essential. 


Not easy but feasible : 


Asia’s challenge now is to make better use of savings than in 
the past by allowing markets, not mandarins, to allocate capi- 
tal, cleaning up banking systems, and cutting the red tape that 
stifles competition. To the extent that the crisis has unleashed 
reforms, this will continue to allow Asia to catch up. Asia’s 
growth per head over the next decade might then average 4%. 
That would be down from 6% in the 1990s, but still ahead of 
the rich world’s likely growth of just over 2%. 

Other developing countries around the globe are also at 
last opening up their markets and deregulating their econo- 
mies, so Latin America and Eastern Europe eould well see 
their growth rates pick up over the next decade. More open 
markets allow technology to be diffused more speedily. Some 
economies will remain submerged, but those that embrace re- 
forms most keenly will have the best chance of closing the in- 
come gap. Economies that get left behind will have largely 
themselves—not American technology—to blame. 





Kohl’s dishonour 


Must not distract Chancellor Schröder 


oes E WAS only three months ago, but it seems like another mil- 


lennium. Last autumn, to the delight of the reinvigorated 
Christian Democrats, Chancellor Gerhard Schröder’s Social 
Democratic Party was reeling from a string of regional election 
defeats; his government faced angry street demonstrations 
against its austerity plans; and the chancellor himself was 
clinging to the leadership of his party by the barest of threads. 

How times have changed. Today, Mr Schroder has a 
spring in his step, his party under his thumb, some economic 
reforms in his pocket and, delight of delights, an opposition in 
fresh disarray over a deepening corruption scandal centred 
on its former party leader, Helmut Kohl. This latest twist can 
only boost Mr Schréder’s immediate fortunes. Yet the danger 
is that complacency will divert him from the pressing reforms 
that Germany still urgently needs. 

It is not hard to see why the Social Democrats are rubbing 
their hands in glee at the scandal now being uncovered to 
their right (see page 47). Germans have always known that, 
during his 25 years in charge of the party, 16 of which he spent 
as chancellor, Mr Kohl kept his Christian Democrats in a tight 
personal grip. But they have been baffled, if not appalled, to 
hear the mighty ex-statesman confess in December that he 
contravened a strict party-financing law and accepted secret 
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party donations totalling DM1.5m-2m ($0.9m-12m) in 1993-98. 
This week, federal prosecutors began a criminal investigation 


into whether charges should be brought against him. Other _ 


party figures are also now being fingered. 
At this point, nobody knows quite what itis that Mr Kohl 


is trying to conceal. However murky the source of the money, — 
and the use to which it was put, the first obvious step for Mr — 
Kohl to take is to co-operate with Germany's transparency 


law, which he himself introduced, and identify the donors 


concerned. Mr Kohl, who denies any persona! profit from the 


contributions and claims that government policy was never 
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influenced by them, insists that he had promised his donors 


anonymity, and that his word is more important than the 





law. It goes without saying that Mr Kohl had no business 


making such promises in the first place. But no elected official 


in an established western democracy should then go on to — 
put himself above the law. Moreover, if Mr Kohl is to recover 


any honour from this affair, he might be well advised to re- 


sign his position as a member of the federal parliament pend- _ 


ing the criminal investigation. 


With state elections due in February and May, and faced — 


with an opposition party lurching into disgrace, the tempta- 
tion for Mr Schröder may be to watch developments with a 
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certain smugness, seeing his rivals self-destruct. After all, it is 
not only the political landscape that is looking rosier for him. 

> The German economy, at last, is perking up a bit. The gov- 
ernment expects growth in Gpp to jump this year to 2.5%, up 
from 1.4% last year. Unemployment, though still dismayingly 
~ high, is gradually shrinking. 


-The perils of populism 
> But this would be an error. Since he was elected in September 
«1998 with a grand promise to occupy a “new middle” in Ger- 
man politics, it has been unclear where Mr Schroder has been 
_ heading—or even whether he has known himself. At times, 
he has veered decidedly to the left, propping up a bankrupt 
-building firm with taxpayers’ money to save jobs at one mo- 
‘ment, and meddling in a hostile foreign takeover bid the next. 
At others, and with the help of his sturdy finance minister, 
‘Hans Eichel, he has pressed ahead bravely with unpopular 











: Panic postponed 











































‘Whatever happened to the millennium bug? 


“OR the past 2,000 years, millennial visionaries have peri- 
- odically forecast the arrival of ten-horned beasts and lakes 
of fire and brimstone. On the eve of this millennium, the end- 
-the-world brigade foresaw doom because some computer 
sftware confused 2000 with 1900. Now, this vision has melt- 
ed in the dawn, leaving many people wondering whether the 
gurus who prophesied this secular apocalypse were just as 
unreliable as the mystical millenarians of the past. 

Certainly the absence of. an aaa problems has been 
remarkable. There were no falling aeroplanes, no exploding 
power stations, no rogue missiles. Those horrors were always 
he stuff of myth. But so sparse were tales of disaster that jour- 
nalists were driven to reporting on malfunctions in the 
breath-testing machines used on drunken motorists by the 
Hong Kong police. More problems may emerge in the coming 
weeks. Overall, though, y2x has turned out to be y2oK. 
~~ One partial explanation is that the huge effort lavished on 
bug-squashing has worked. The United States, according to a 
Commerce Department estimate, spent about $100 billion on 
he problem; the rest of the world probably spent about the 
same again. Those numbers are far smaller than some of the 
more exotic figures trailed a few years ago, but they are still 
substantial. Yet even the countries that had begun work late 
and done little—southern Europe, Russia, much of Asia—had 
a trouble-free new year. So was the money wasted? 

Simply comparing who spent what provides no answer to 
that question. Heavy reliance on information technology is 
-confined to a relatively small group of countries, most of 
which began work early on solving the problem. Other coun- 
tries are more likely to use rr which is relatively new or off- 
the-shelf (and so easy to fix): it was software which had been 
customised by people who had long since retired, used on old 
systems, that gave most problems. In addition, an unprece- 
dented amount of information on potential problems and so- 
lutions was shared within industries such as finance, aviation 
-and communications. Asa result, countries and organisations 
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_ measures, including an austeri 


erity package last November, and 
a tax-cutting parcel in December (see page 60). 

The most charitable assessment of this patchy record is 
that Mr Schröder has borrowed a trick from his neighbour, 
Lionel Jospin, the French prime minister: that of treading a 
delicate and calculated path between the economic need for 
market reform and the political need to be seen to be protect- 
ing the old welfarist ways. 

Perhaps. But it is far too soon to come firmly to this con- 
clusion. There is still a daunting array of unpopular, badly 
needed measures, starting with an overhaul of the pension 
system, that have not even been begun. The worst political 
fall-out from the Christian Democrats’ current unhappiness 
would be for Mr Schroder to withdraw into the false comfort 
of preserving the vested interests on his left. If ever there was 
a moment for an emboldened politician to invade the centre 
ground, this surely is it. 





that came late to the problem were able to hitch a free ride on 
the experience of those that had begun first. Embedded sys- 
tems—-fragments of software burnt on to computer chips— 
once seemed likely to.cause special chaos, given that nobody 
knew how many of them took account of time; that fear had 
gone in the countries that were first off the mark before most 
of the laggards realised they were supposed to worry. 

The fact that late starters did not suffer a computerised 
comeuppance does not mean that those who took the bug se- 
riously were wasting time and money. The wastrels were 
those who did too much: who failed to differentiate between. 
the big risks and the unimportant ones. Sensible risk manage- 
ment meant fixing the showstoppers, not fixing everything. 
That distinction was frequently lost on politicians, who want- 
ed to avoid blame for inaction, and ignored by ir consultants, 
who found bug-squashing a handy source of revenue. 


Midnight’s children 

Thanks to the bug, many organisations have thought hard 
about their computer systems for the first time. They have 
cleared out old code, made inventories and invested in new 
equipment. The work may not justify the cost: some of it 
might eventually have been done anyway; and some might 
be a worse use of scarce resources than devising new pro- 
ducts. But at least there will be some gain. 

A further legacy may be a wiser approach to technological 
scares, The bug is merely the most prominent in a succession 
of computer frights about viruses and sensitive dates (see 
page 77). Such scares have invariably faded. Perhaps the cor- 
rect approach is to treat them like threats to public health— 
indeed, computer technology is now so ubiquitous that it is 

as important as safe drinking water and electricity. People 
need to take sensible precautions, but not to panic. if squash- 
ing the bug ends the apocalyptic approach to technology, it 
will bring a happy start to the new year. 
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YELTSIN’S LEGACY 


~ Russia’s flawed reformer 


The man who brought Soviet communism to an end had passion and 
intuition; but this was not enough to break the vicious cycles of his country’s 
history or to set Russia safely in the direction of a better future 


N IMPORTANT ways Boris Yeltsin has 

been unique. Russia’s first democratically 
elected leader, he is also the first Russian 
leader to give up power more or less volunta- 
rily, and constitutionally, to a successor. 
These are no small achievements. His deci- 
sion to resign on December 31st, handing ov- 
erto Vladimir Putin, the prime minister, may 
turn out to be his greatest legacy. 

But in other, perhaps more profound 
ways, Mr Yeltsin has been all too characteris- 
tic of Russian leaders. Over the 
past three centuries, one ruler 
after another has attempted to 
drag Russia into the forefront 
of social and technological 
change. Using different mix- 
tures of charisma, statecraft 
and terror, Peter the Great, 
Catherine the Great, Alex- 
ander Il, Peter Stolypin (the 
last tsar’s prime minister), Le- 
nin and Stalin all sought to 
make Russia not only a great 
military power, but an econ- 
omic and cultural equal of the 
West. Mr Yeltsin aimed for the 
same goal. But, like Russia’s 
earlier leaders, he failed, and 
for many of the same reasons. 

Nevertheless there is no 
doubt that Mr Yeltsin presid- 
ed over an extraordinary per- 
iod in Russia’s history, one 
which may yet lead it to a sta- 
ble and prosperous future. 
Sometimes driving change 
forward, sometimes merely riding the wave, 
he did not compare with Peter the Great or 
Stalin in cruelty, although he was responsi- 
ble for tens of thousands of civilian deaths 
during two separate attempts to bring 
Chechnya to heel. Nor does he rank with 
Russia’s greatest reformers as a pioneer of 
change, although he was endowed with an 
uncanny ability to accumulate political 
power—and to preserve, or even consoli- 
date, his authority when the odds seemed 
stacked against him. 

His greatest contribution was not as a 
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builder, but as a destroyer of the discredited 
but still-potent communist edifice. He dealt 
the coup de grace to the Soviet Union and its 
ruling party, having spotted early on that 
they were dying. Out of the wreckage of the 
command economy, he attempted to build a 
new, quasi-capitalist, federal Russian state— 
but never quite made it. Although forthright 
in defiance, he often seemed too hesitant, or 
too bored, to act constructively. At the height 
of his career, many Russians could identify 





Boris the great, drinker 


with his bluntness, impulsiveness, sensitiv- 
ity to personal slight, even his weakness for 
alcohol. At times when Russia badly needed 
foreign assistance, he also managed to con- 
vince Bill Clinton and other western leaders 
to overlook his faults and back him. 

And yet in the final years of Mr Yeltsin’s 
rule, his reputation plunged. While some 
westerners will call him ungrateful for fail- 
ing to repay the moral and material support 
which they heaped on him, many of his 
compatriots have the opposite complaint: 
that he conceded too much to the West. Only 


in the last few months of his presidency, 
when he launched a second assault on the 
Chechens—no less cruel, but better planned 
than the first—did he and his lieutenants re- 
gain some legitimacy in the eyes of the Rus- 
sian public, while causing revulsion among 
any remaining admirers in the West. 

In fact, western governments do have 
things to thank him for. Despite his caprices, 
he kept Russia on a course of broad strategic 
co-operation with America and its allies. 
This did not exclude troubleanaking at the 
margins—particularly in the Balkans and the 
Gulf. But there were limits: while opposing 
America’s use of force against Serbia and 
Iraq, his government never formally aban- 
doned the sanctions regime against either 
country. The fact that the Russian army’s 
bloodiest onslaughts took piace inside the 
country’s legal border—in Chechnya—rath- 
er than farther afield made it easier, in diplo- 
matic terms, to stomach them. And whatev- 
er the vagaries of his economic or security 
policies, Mr Yeltsin usually 
kept intact his personal ties 
with western leaders. 

Even in November 1999, 
when he and Mr Clinton had 
a tense encounter in Istanbul, 
dominated by differences ov- 
er Chechnya, the American 
president voiced admiration 
for Mr Yeltsin’s past achieve- 
ments. Mr Clinton often 
seemed keen to shore up his 
Russian counserpart’s credi- 
bility, for fear that any other 
occupant of the Kremlin 
would be worse. Mr Yeltsin of- 
ten played on this fear, while 
bringing his own idiosyncratic 
style to high-level diplomacy: 
prickly, erratic, at best keenly 
intuitive. Whenever he met a 
western leader, it was never 
quite clear who was fooling 
whom. But with several (in- 
cluding Germany’s former 
chancellor, Helmut Kohl) he 
established enough rapportto ride out em- 
barrassment over his long disappearances, 
slurred public statements, and drunkenness. 

On Mr Yeltsin’s watch, some great dan- 
gers were avoided. No nuclear weapons 
were unleashed, deliberately or by accident. 
No full-scale war, of the kind which ravaged 
post-communist Yugoslavia, broke out be- 
tween Russia and any of its neighbours, al- 
though several of those neighbours were 
locked in internal or regienal conflict in 
which Russia’s hand was discernible. 

Mr Yeltsin bequeaths a Russia whose 
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military capacity to threaten the West is 
greatly reduced—but also a country where 
anti-western sentiment is very much alive. 
Faster than anyone expected, hundreds of 
thousands of Russians in the Yeltsin era mas- 
tered the accounting and marketing skills of 
a western economy. But knowledge of things 
western—through training and travel—has 
not convinced Russians that other countries 
have their interests at heart. 

The tasks which faced Mr Yeltsin when 
he attained supreme power in 1991 were as 
monumental as those which confronted the 
reformers of the past. Among them were 
Russia’s transformation from dictatorship to 
democracy; from a planned economy into a 
free market; from an empire into a medium- 
ranked power. At several crucial moments, 
Mr Yeltsin established himself—in the eyes 
of the western world and his reformist com- 
patriots—as the only person who could rise 
to these challenges. 

During the heady democratic fervour of 
the late 1980s, he became the effective leader 
of the Soviet Union's anti-communist oppo- 
sition. In August 1991, he stymied a bid by 
Communist Party hardliners to reassert 
power and halt the Soviet Union's disinte- 
gration. By the end of that year, he and the 
leaders of Ukraine and Belarus triumphant- 
ly killed off the Soviet state. In 1992, as the 
emerging Russian Federation teetered on the 
brink of economic and monetary collapse, 
he opted for radical reform—prompting a 
backlash from vested interest groups. 

This created the background for the con- 
stitutional crises of 1993 when—first in the 
political arena, and then by force of arms— 
he managed to storm back from positions of 
apparent weakness. Because the communist 
and ultra-nationalist alternative looked so 
ugly, the West condoned Mr Yeltsin’s use of 
tanks against his own parliament, which 
had become a citadel for his backward-look- 
ing opponents. He used the momentum of 
this triumph to win approval, in a referen- 
dum, for a constitution that gave him as 
president much more power. 


The stain of Chechnya 


Some of the darkest pages in Boris Yeltsin's 
career were written a year later,in December 
1994, when he launched a war in Chechnya 
which exposed and exacerbated the Russian 
army’s weakness. With its energy drained by 
the Chechen bloodbath, Russia’s influence 
over its ex-Soviet neighbours waned. At 
home, Mr Yeltsin’s authority was eroded by 
the perception that western-backed econ- 
omic reforms were just an excuse for a few 
tycoons to enrich themselves. 

In these dire circumstances, it was more 
astonishing that Mr Yeltsin managed, in the 
summer of 1996, to pull off one more spectac- 
ularcomeback. This was his victory ina pres- 
idential election race in which, only a few 
months earlier, his prospects had looked ut- 
terly hopeless. With funding from the ty- 
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An apparatchik with charisma 


coons and diplomatic support from the 
West, he won by a handsome margin. 

As Russia conceded defeat in Chechnya 
and recommitted itself to market reform, the 
beginning of Mr Yeltsin’s second term was 
greeted optimistically in western capitals. 
But these hopes proved to be short-lived— 
partly because the rigours of the election 
campaign had severely damaged the presi- 
dent's health. He made a better-than-expect- 
ed recovery from a heart-bypass operation 
in November 1996, but his public appear- 
ances grew rarer and less coherent. 

One of Mr Yeltsin’s final bursts of politi- 
cal energy came in March 1998, when—just 
as Russia’s economic prospects were tuming 
sour—he abruptly dismissed the entire cabi- 
net. Viktor Chernomyrdin, a cautious tech- 
nocrat who had won respect in the West, 
was replaced as prime minister by Sergei Ki- 
riyenko, a young reformer with no political 
experience. The following August the fall of 
the Kiriyenko cabinet, and with this the 
abandonment of its effort to stave off finan- 
cial crisis with western help, was thought to 
signal the end of Mr Yeltsin’s role as an active 
head of state. 

For a while, this prediction proved accu- 
rate. Effective power ebbed away from the 
presidency and into the hands of the new 
prime minister, Yevgeny Primakov—a for- 
mer intelligence chief whose background as 
a loyal Soviet functionary sent a reassuring 
message to communists and the military. 

Living standards, which had been rising 
sharply for some Russian city-dwellers, tum- 
bled in late 1998 as a result of a steep rouble 
devaluation; but people seemed grateful to 
Mr Primakov for averting a complete finan- 
cial meltdown. As for their president, most 
Russians had dismissed him as at bestan im- 
becile, at worst a rascal bent mainly on 
shielding his family and cronies from prose- 
cution for the corruption in which most be- 
lieved they were deeply involved. 


But in May 1999, Mr Yeltsin proved that 
the old dog, while too feeble to learn new 
tricks, could still employ tried and tested 
ones. He abruptly replaced Mr Primakov 
with Sergei Stepashin, a loyal protégé who 
had spent enough time in the security forces 
to reassure hardliners, but who was also flex- 
ible enough to make pro-western noises over 
economic reform, thus salvaging Russia’s re- 
lations with westem creditors. One effect of 
this move was to reassure western govern- 
ments that instead of helping Serbia resist 
NATO—as Mr Primakov and others in Mos- 
cow longed to do—Russia would help make 
peace in Kosovo on broadly western terms. 

Again and again, Mr Yeltsin demon- 
strated an ability to draw support simulta- 
neously from both the West (and Russian 
pro-westerners) and some of the darker 
forces inside Russia—especially the interior 
ministry which he often played off against 
other bits of the establishment. (It was this 
ministry which helped him prevail during 
the Moscow clashes of October 1993, and 
which then gained the lion’s share of fund- 
ing during the first Chechen war of 1994-96.) 

After making a decent start, Mr Stepash- 
in too fell foul of Mr Yeltsin’s whims; in Au- 
gust 1999, he was replaced as prime minister 
by the head of the domestic security service, 
an obscure spy tumed bureaucrat called 
Viadimir Putin. The new prime minister's 
mandate soon became clear: reassert Rus- 
sia’s right, and capacity, to use brute force 
within its own borders, even in the teeth of 
western objections. The more westerners de- 
nounced the human cost of the war in 
Chechnya (hundreds of thousands of refu- 
gees, thousands of civilian deaths), the more 
ruthlessly the Yeltsin administration seemed 
to pursue it. Mr Putin gained the domestic 
political credit for this dubious policy, thus 
successfully moving outof Mr Yeltsin’s shad- 
ow, unlike previous prime ministers. 

It is a tragedy that Mr Yeltsin's presiden- 
cy has ended on this ugly and bloody note. 
He came to office with the stated aim of 
showing that Russia’s relationship with the 
rest of the world did not have to be adver- 
sarial; in the jargon of his friend Bill Clinton, 
he proclaimed that “win-win” relationships 
could exist in diplomacy as well as econom- 
ics. Yet right from the start, his method of 
gaining and then maintaining control over 
Russia’s domestic scene was brute confron- 
tation, owing more to Leninist diktat than to 
the compromise and consensus-seeking of 
democratic politics. He sought to provoke, 
demonise and destroy his political foes on 
the right and left. This tactic kept him in of- 
fice after his charisma, and political skills, 
faded, but it also perpetuated the uncom- 
promising and vicious political culture 
which has crippled Russia for centuries. 

In the end, Mr Yeltsin apparently calcu- 
lated that on the external front, too—or at 
least on Russia’s southern edge—there was 
more to be gained from seeking out and de- 
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stroying “enemies” than in solving geopoliti- 
cal problems through agreement. More wor- 
rying, most of his compatriots seemed to 
concur with the president's over-simplified 
contention that by resorting to force, Russia 
was only following the example set by NATO. 

Mr Yeltsin’s reversion to the brutalist 
politics of his predecessors may have been 
disappointing, but it was hardly surprising. 
He was quintessentially a product of the So- 
viet system. The son of a poor building work- 
er, he had a meteoric rise through commu- 
nist ranks to become the party boss of the 
industrial city of Sverdlovsk (now Yekaterin- 
burg) in the Urals, an important regional 
post. Unlike most other party leaders at the 
time, he was good at talking to ordinary peo- 
ple, a skill which would help him win sup- 
port and then power later, but he also 
showed no sign of questioning the Marxist- 
Leninist gobbledegook that he was required 
to recite at public events. 

It was only after Mikhail Gorbachev, the 
Soviet Union’s new leader, summoned Mr 
Yeltsin to Moscow in 1985 that he began to 
differentiate himself from dozens of other 
senior party apparatchiks. Sensing the bitter 
frustration of Moscow’s middle-class-in- 
waiting, Mr Yeltsin quickly gained a reputa- 
tion as a harsh, if not always coherent, critic 
of the party's old guard. 

Campaigners for democracy admired 
his struggle against the conservative politbu- 
ro faction led by Yegor Ligachev—especially 
after Mr Yeltsin was forced out of the party’s 
inner circle in November 1987. Determined 
to outbid Mr Gorbachev as a reformer, he 
persuaded liberals toovercome their distrust 
of his provincial manners. They gave him 
lessons in democratic theory, while he gave 
them tactical advice. 

As the Soviet Union steadily disintegrat- 
ed, with virtually all its 15 constituent parts 
straining at the leash, Mr Yeltsin made a suc- 
cessful bid for the leadership of the biggest 
republic—the Russian Federation—and then 
transformed it from a semi- 
dormant entity into a pow- 
er base. This placed him in 
tactical alliance with inde- 
pendence campaigners in 
the Ukraine, the Baltic 
states and Georgia. 

By June 1991, after skil- 
fully quashing a series of 
challenges to his leader- 
ship, he became the first 
elected president of Russia; 
and two months later, real 
power fell into his hands, 
after the conservatives’ 
failed putsch. For most 
westerners, his finest hour 
came on August 19th 1991, 
when he stood on a tank 
outside the Russian parlia- 
ment and defied the junta 
which had seized power. 
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Two peas in different pods 


In the dying months of the Soviet era, as 
Mr Yeltsin and Mr Gorbachev were compet- 
ing for the role of chief reformer of the com- 
munist economy, neither really understood 
how markets worked. But Mr Yeltsin at least 
acknowledged his ignorance, and therefore 
consulted clever youngsters who did under- 
stand—like Yegor Gaidar, his hand-picked 
prime minister. 


Reform and prosperity by decree 

And yet Mr Yeltsin himself never succeeded 
in throwing off the intellectual shackles of 
the past. As president, he talked of economic 
performance as if it could be improved by 
decree. Like most Russians, he wanted the 
material advantages of capitalism, but had 
little respect or understanding for the rule of 
law and dispersion of power which makes 
capitalist institutions work. 

Nevertheless, for most of his presidency, 
Mr Yeltsin kept alive—albeit with many tac- 
tical retreats—the goal of economic reform. 
At some level, he sensed that Russia’s econ- 
omic potential could only be unleashed if 
the government could either face down, or 
buy off, the special interests—military, in- 
dustrial and agricultural—which stood in its 
way. By 1996, with help from the Internation- 
al Monetary Fund, Russia seemed poised for 
growth; inflation was tamed, the currency 
was stable, and its brassy financial markets 
were attracting international interest. 

Two years later, these dreams lay in ru- 
ins. The markets had collapsed, the rouble 
was plunging again, and an inflationary 
firestorm was looming. In part this reflected 
bad luck—lower oil prices, and a crisis in 
emerging markets which began in Asia. But 
Russia’s change of fortune also reflected 
flaws in its capitalist experiment for which 
Mr Yeltsin, and his uncritical western back- 
ers, bear some responsibility. 

The biggest flaw was the power which a 
few tycoons, active in banking, energy and 
mining, came to wield over the economy. 





YELTSIN’S LEGACY 


These oligarchs put Mr Yeltsin in their debt 
by financing his election campaign, but they 
demanded ever greater privileges in return: 
privatisation on favourable terms, and a vir- 
tual tax holiday which starved the exche- 
quer and kept interest rates high. At his peak, 
Mr Yeltsin might have been capable of using 
the tycoons’ largesse when heneeded it, and 
then cutting them down to size by abruptly 
switching allies. But by 1998 he was too weak, 
physically and politically, to pull that off. 

Like the great reformers øf the past, Mr 
Yeltsin succumbed to one of Russia’s recur- 
ring vicious cycles. In a vast country where 
authority seems to dissipate unless it is ac- 
tively husbanded, great energy and skill is 
needed to shore up the throne and fend off 
challengers. In this scramblefor power, the 
task of building democratic alternatives, or 
of even considering the rights and claims of 
opponents or those without political power, 
is brushed aside. Finally, by the time com- 
plete power is won, the winner is too enfee- 
bled to use it effectively and yet still too pow- 
erful to dislodge. 

Mr Yeltsin at least claimed to be aiming 
to make Russia into many things it has never 
been before: a modem, law-abiding state 
with entrenched property rights, a transpar- 
ent, rule-based federal structure and well- 
defined borders. Now, sadly, it is in full re- 
treat from all of these goals. The mutual trust 
and accountability that underpins market 
relations has been shattered by the near-col- 
lapse of the banking system. For millions of 
Russians, “capitalism” is little more than a 
synonym for poverty and misery. Russia’s 
regions have loosened their ties with Mos- 
cow in a disconcerting rerun of the Soviet 
disintegration which Mr Yeltsin turned to his 
advantage in 1990. 

In any westem democracy, Mr Yeltsin 
would probably have thrived. His gift for 
speaking directly to and for ardinary people, 
his populist instincts, his naked opportun- 
ism, his ability to outfox opponents and to 
play off competing inter- 
ests are all disconcertingly 
similar to the qualities of 
that other dlippery charac- 
ter, Bill Clinton. 

But Mr Yeltsin’s trage- 
dy, and Russia’s, was that, 
after the collapse of com- 
munism, his vast country 
needed a leader with vision 
and determination, not 
merely an agile political op- 
erator. By not letting Russia 
disintegate into anarchy, 
nor leading it back to its au- 
thoritarian past, Mr Yeltsin 
may have kept the way 
open for such a leader to 
emerge eventually. And yet 
it is a pity that he could not 
fill those shoes himself. 


— | 
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The acting president of Russia, 
Vladimir Putin, confirmed 
that the presidential poll to 
elect a successor to Boris Yelt- 
sin, who resigned on Decem- 
ber 3ist, will be held on March 
26th. Thanks to the war he is 
waging in Chechnya, Mr Putin 
leads the race for the presiden- 
cy, although Russia admitted 
that it is sustaining more and 
more casualties in its assault 
on the province's capital, 
Grozny. 


A criminal investigation was 
launched in Germany to de- 
cide whether to bring charges 
against Helmut Kohl, the 
long-serving former chancellor 
and leader of the Christian 
Democratic Union for 25 
years. He has admitted taking 
secret cash donations for his 
party, in contravention of 
party-finance laws, totalling 
up to DM2m ($1.2m) during 
1993-98. 


After a decade in power, and 
having led the country to in- 
dependence in 1991, Croatia’s 
ruling nationalist noz party 
lost heavily in parliamentary 
elections to a centre-left coali- 
tion that promised to bring in 
more open and democratic 
government. 


Two trains collided north of 
Oslo, Norway’s capital, killing 
some 20 people. It was the 
country’s worst train crash 
for 25 years. 


More than 300,000 homes in 
France were still without elec- 
tricity more than a week after 
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powerful storms struck the 
country and caused wide- 
spread damage. 


The European Commission 
launched legal action against 
France over its continued ban 
on British beef with the de- 
livery of a “voluminous” dos- 
sier of evidence to the Euro- 
pean Court of Justice. 


Bill to pay 


Bill Bradley, a Democratic 
candidate for America’s presi- 
dential nomination, announ- 
ced that he would pay for his 
health-care and other social 
programmes by rolling back 
tax breaks and abolishing 

tax loopholes used by big 
business. 


Elizabeth Dole, a former 
Republican candidate, plight- 
ed her troth with the front- 
runner, George W. Bush. Mr 
Bush promised to make her a 
“general” in his army. 
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authorities decided that Elian 
Gonzalez, a six-year-old Cu- 
ban boy at the centre of a cus- 
tody row, should be returned 
to his father in Cuba. Elian 
has been with relatives in Mi- 
ami since surviving a ship- 
wreck which killed his mother 
as they attempted to migrate 
to Florida in late November. 
Fidel Castro’s government has 
held massive demonstrations 
calling for his return. 


e United States immigration | 








POLITICS THIS WEEK 


General Augusto Pinochet, 
Chile’s former dictator, was 
examined by three doctors at 
a London hospital to check 
whether he is well enough to 
be extradited to Spain to face 
trial on charges of ordering 
torture. His lawyers are ap- 
pealing the extradition order; 
Chile's centre-left government, 
which requested the medical, 
wants him released on com- 


passionate grounds. 


Venezuela’s chief prosecutor 
began investigating claims that 
troops committed abuses, kill- 
ing suspected looters and 
beating residents, in the after- 
math of last month’s devas- 
tating floods, in which up to 
30,000 died. The Defence Min- 
istry denied the claims. 


Céte default 


The new military leader of 
Côte d’Ivoire, General Rob- 
ert Guei, who took power 
after a coup last month, said 
the country would suspend 
foreign-debt repayments until 
further notice. 


Despite a peace deal, rebels 
with bases in Sudan attacked 
towns in northern Uganda. 
Others continued to battle the 
Ugandan army along the bor- 
der with Congo. 


Fighting spilled over from An- 
gola to Namibia as unidenti- 
fied armed men killed three 
French tourists and injured 
others in the Caprivi Strip. 


Anti-Christian riots left 20 
people dead in southern 
Egypt. The government sent 
extra police to the area to re- 
store order. 


After a brief initial impasse, Is- 
rael’s prime minister, Ehud Ba- 
rak, and Syria’s foreign minis- 
ter, Farouq Sharaa, began 
negotiating on Israel’s with- 
drawal from the Golan 
Heights and the post-with- 
drawal security arrangements. 
Their host at a hotel in West 
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Virginia was America’s Presi- 
dent Bill Clinton. 


Ezer Weizman, president of 
Israel, admitted accepting 
money in secret from a French 
businessman, but denied 
breaking any laws and refused 
to resign. 


Worse and worse 





killed at 
least 13 people in Colombo, 
capital of Sri Lanka. The Tam- 
il Tigers, a separatist group, 
were believed to have been re- 
sponsible. A prominent Tamil 
politician, Kumar Ponnamba- 
lam, was shot dead in a sepa- 
rate incident. 


India’s uneasy relations with 
Pakistan worsened when it ac- 
cused its neighbour of in- 
volvement in the week-long 
hijacking of an Indian airlin- 
er. Pakistan rejected the charge 
and called for restraint. Pas- 
sengers and crew were held at 
an Afghanistan airport before 
India’s government agreed to 
release three Kashmiris ac- 
cused of terrorism. 


Yuko Sekiguchi resigned as 
head of Japan's National Po- 
lice Agency. He had been 
overseeing a clean-up of Ja- 
pan’s police force after a string 
of scandals. 


Indonesian soldiers trying to 
stop Christians and Muslims 
fighting in the Molucca is- 
lands shot dead 17 people, 
bringing to more than 400 the 
number killed in a week of 
clashes. 
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The millennium bug, wide- 
ly tipped to throw not only 
the world’s financial markets 
but the entire world economy 


view that costly fixes had 





reinforced after few effects 
were felt in well- and ill-pre- 
pared countries alike. 


into turmoil, failed to bite. The 


mainly enriched the fixers was 








Even without millennium-bug 
problems, markets around the 
world tumbied. The Dow 
Jones Industrial Average 
fell 3.2% in one day, while in 
London the FTSE 100 record- 
-4ed a fall of 3.8%, Hong Kong's 
| Hang Seng 7.2% in one day, a 
| further 4.4% the next. The ex- 
planation was old-fashioned: 
profit-taking and fears of in- 
terest-rate increases, but tech- 
nology shares on Nasdaq suf- 
fered the most. 


After the party, the clean up. 
Central banks began mopping 
| up the extra liquidity provided 
to guard against the millenni- 
um bug. As well as operations 
to reabsorb funds made avail- 
able to financial markets, cen- 
tral banks employed the tradi- 
tional armoured car to retrieve 
large quantities of unused 
banknotes. 


Alan Greenspan was nomi- 
nated for a fourth four-year 
term as chairman of the Fed- 
eral Reserve by President Bill 
Clinton. The 73-year-old’'s ap- 

|- pointment was widely expect- 
| ed, and greeted by spokesmen 
and pundits from across the 
political spectrum with ratio- 
al exuberance. 






























Economic recovery in the | 
euro-zone appeared on | 
course, according to the Reu- | 
ters Purchasing Managers In- | 
dex, a survey measuring | 
growth in 1,500 European | 
manufacturing businesses, The i 
index, running for just over | 
two and a half years, hit a re- | 
cord high as order books filled 
and employment increased. | 
4 
j 
| 
| 


Independent auditors said that 
Indonesia’s central bank 
was technically bankrupt. The 
IMF Said future loans to the 
debt-ridden country would 
probably depend on recapital- 
isation and an internal reorga- 
nisation. 


The Emerging Markets Bond 
Index, J. P, Morgan’s key indi- 
cator of emerging-market 
debt, returned to levels last 
seen before Russia’s domestic- 
debt default in August 1998, 
indicating cheaper credit and 
brighter prospects for growth 
in emerging economies. 


E-spana 


Spain’s Banco Bilbao Vizca- 
ya Argentaria, in alliance 
with Terra Networks, an In- 
ternet service provider and Te- 
lefonica, Spain’s leading tele- 
coms company (which also 
controls Terra), said it will 
launch Uno-e.com. This will 
bring Internet banking first to 
Spain and Portugal and even- | 
tually to Latin America, France 
and Italy. 


Deutsche Bank began re- 
structuring its retail-banking 
business with the aim of clos- 
ing 250 branches and shedding | 
1,200 jobs. Savings will be used 
to strengthen online banking 
and e-commerce ventures. 





tures exchange, overtook the 
Chicago Board of Trade 
(cBor1) to become the world’s 
biggest, trading 379m contracts 
in 1999, 53% up on 1998. CBOT 


| 
f 
Eurex, a German-Swiss fu- | 
t 
| 
and the London International 
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BUSINESS THIS WEEK 


| report declining volumes for | 


AIL FROM WWW ECONOMIST J 






Exchange are both expected to | by 26% over 1998, but Lon- 
don’s small businesses ap- 
peared to prosper with fail- 

ures down 3.4%. 





last year. 








January sales 


Wal-Mart, the world’s largest: 
retailer, lowered prices by a 
much as 23% on. a wide range 
of goods in its German stores, 
This will put pressure on Wal- 
Marts German rivals 
nals Wal-Mart's intention to 
intensify its assault on other 
European markets, = 









Outward bound 




















Renault, a French car maker, | 
said that it was in exclusive | 
talks with South Korea's Sam 

sung over acquiring its strug: > 
gling motor division. Ford, the 
world’s second-largest car 
maker, is in talks with credi ` 
tors of Daewoo, another 
debt-laden South Korean car... 
maker. Daewoo has also at- 


The new millennium has start- 
| ed badly for Baan, Europe’s 
| second-largest business soft- 
ware group. The Dutch com- 
pany said fourth-quarter 
losses for 1999 would. be 
around $245m, and Mary ` 
Coleman, the conpany’s chief 
executive of only seven 
-|. months, quit: Baar’s shares 

| immediately fell 32% and 
shares in other leading Euro- 
pean software companies 
shuddered sympathetically, 





















tracted the interest of General © 
Motors. 














| Intel, a chip maker long asso- 
ciated with Micresoft’s Win- 
dows operating system (os), 
launched its own brand of 
telephones to access the In- 
ternet using Linux a rival os. 
Intel also hopes to provide In 
ternet access through car-and - 
+v-based appliances and so 
compete directly with Mici 

soft on devices that offer new 
kinds of Internet access. 








| 

On the other side of the At- 

lantic, Germany's Volks- 

wagen announced that 

American sales for 1999 were 

up by an impressive 44%, and 

Porsche reported a 21% in 

crease. European and Asian 

car makers have benefited 

more than domestic rivals as 

American car sales have 

boomed along with that coun- | 

try’s economy. | 
| 
| 
| 


A study published by White ¢ 
Case, an Americaa law firm,- 
shows that cross-border 
mergers now face more ob. 
stacles as new regulations and 
a lack of international unifor- 
mity hamper deais. 












Britain’s small businesses 
are failing at the highest rate 
for five years, according to a 
survey by Dun & Bradstreet, 
more than 43,000 went to the 

| wall in 1999, an increase of 
12% on 1998. Wales was worst 


Michael Eisner: boss. of 
| Walt Disney, who received a 
| $9.9m bonus in 1997, got none — 
in 1999, and no more share 
options, After a bad year, the- 

poor chap had te make do 

with his $750,000;salary. > 
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A hijacking that shows 
terrorism still pays 


DELHI 


A victory for the hijackers of an Indian airliner; another worry for the region 


= (faa was a moment, during the week- 
long hijacking of an Indian Airlines flight 
that began on December 24th, when it 
looked as if victory might be salvaged from 
tragedy. The hijackers had murdered one of 
about 190 passengers and crew who were on 
the flight from Katmandu to Delhi. In Kan- 
dahar, where the aircraft finally landed, Af- 
ghanistan’s radical Islamist government was 
co-operating with India and threatening to 
storm the aircraft if more hostages were hurt. 
There were hopes that the hostages would 
be freed, that the hijackers would be denied 
a prize and that Afghanistan’s Taliban re- 
gime, treated as an international pariah, 
would begin its journey to respectability. 
Butin theend the hijackers got what they 
wanted. India freed three militants, jailed for 
fighting Indian rule in Kashmir, in exchange 
for the 155 remaining hostages (some two 
dozen were let offat an earlier stopin Dubai). 
An American official describes the outcome 
so far as a victory for the terrorists, who “if 
they are not captured will have gotten away 
with murder, literally”. Afghanistan's quest 
for an end to its isolation made little head- 
way, and India blamed Pakistan for sponsor- 
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ing and directing the hijacking. Relations be- 
tween South Asia's two nuclear powers, 
already soured after a brief war in Kashmir 
last summer, and a military coup in Pakistan 
in October, are now even worse. 

In India there is popular relief that the hi- 
jacking ended without a bloodbath but also 
considerable outrage at the government's 
handling of the crisis. The prime minister, 
Atal Behari Vajpayee, who recently began a 
second term in office by vowing he would 
not tolerate terrorism, ended up sending his 
foreign minister to Kandahar to deliver per- 
sonally the freed militants and retrieve the 
hostages, an act of shuttle diplomacy that 
one commentator called “grovelling”. The 
freed militants include Maulana Masood 
Azhar, a leading light of Harkat ul-Mujahi- 
deen, a group based in Pakistan that operates 
in Kashmir. The group has twice before kid- 
napped westerners, demanding the impris- 
oned leader as their ransom. 

India’s crisis managers, from the prime 
minister down, are being blamed for re- 
sponding ineptly, especially in allowing the 
aircraft to take off from Amritsar in Punjab, 
where it stopped briefly to refuel. Some prec- 


edents may have encouraged the hijackers, 
such as the 1989 kidnapping of an Indian 
minister's daughter, who was exchanged for 
several Kashmiri separatists. No one says In- 
dia should have sacrificed 155 innocents to 
blind principle, but there is a widespread 
feeling that it could have protected them 
both with greater vigilance against terrorism 
and with a more decisive response when it 
happened. India insists it got the best deal 
possible in the circumstances. 

Anti-Indian militants, who had already 
stepped up their campaign in Kashmir in the 
wake of last summer’s border battle with Pa- 
kistan, may now be further emboldened.On 
January 3rd a bomb exploded in a market in 
Srinagar, Kashmir’s summer capital, killing 
at least 17 people. 

Just how the hijacking fits into the tan- 
gled drama that pits Islamic zealots, some of 
whom find shelter in Afghanistan, against 
foes as diverse as India, the United States and 
Russia is uncertain. India regards it as a Paki- 
stani plot. Pakistan has long supported mili- 
tancy in Indian-controlled Kashmir, which 
it believes ought to be part of Pakistan, and in 
other parts of India. It is also the leading for- 
eign patron of the Taliban government. Mr 
Vajpayee says he will disclose evidence of 
Pakistan’s involvement in the hijacking “at 
an appropriate time”. He renewed India’s 
call, mainly to the United States, to blacklist 
Pakistan as a terrorist state. Pakistan’s ruler, 
General Pervez Musharraf, told Mr Vajpayee 
to “play cool” and said Pakistan had per- 
formed a “very positive role”. 

The United States is reluctant to brand 
Pakistan. For one thing, it is an erstwhile ally; 
its military-led government continues to 
look like a bulwark against the Islamic ex- 
tremists it sometimes succours. The Ameri- 
cans regard India’s case against Pakistan as 
unproven. Mr Azhar has apparently sur- 
faced in Karachi in Pakistan. Another of the 
released militants has been reported in Mu- 
zaffarabad, capital of the part of Kashmir 
that is controlled by Pakistan. India says that 
the hijackers have crossed from Afghanistan 
into Pakistan, but there is no confirmation of 
this. America acknowledges that Pakistan 
bears at least some indirect responsibility for 
the hijacking by providing “moral support” 
and other kinds of help to groups such as 
Harkat ul-Mujahideen. It insists that Paki- 
stan arrest the hijackers if it can, as it is ob- 
liged todo under a 1970 convention. Pakistan 
says it will, but few people believe it. 

Afghanistan’s role is also murky. The Ta- 
liban initially won Indian and international 
goodwill by taking steps to protect the well- 
being of the hostages. They then lost much of 
it by being equally protective of the terro- 
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rists. They did not press foran ünconditonal 
surrender and, after the deal, they allowed 
the hijackers to flee. 

The more the three governments in the 
region disclaim responsibility for the hijack- 
< ing the more they share it. Pakistan and Af- 

. ghanistan harbour groups that commit such 






































indonesia 


INCE he took office two months 

ago, Abdurrahman Wahid, Indo- 
nesia’s new president, has faced a di- 
lemma: how to preserve the integrity 
of his fragile nation of zoom when his 
main instrument for doing this is an 
samy. responsible for much of the 
‘bloodshed that is tearing the country 
apart. The ‘contradiction has now 
grown even more acute following the 
` recent eruption of violence in the re- 

mote Molucca islands. 

After a week of killings which left more 
than’ 400 people dead, Mr Wahid ordered 
military reinforcements to the region to help 
he beleaguered police. The troops immedi- 
tely began searching towns and villages for 
the an homemade weapons and bombs 
which the islands’ Christians and Muslims 

have been using to.attack one another. The 
local commander promised to be impartial, 
but it was not clear that his impartiality was 
shared by soldiers who fired on some of the 
warring factions, The government sought to 
«show its own impartiality this week by an- 








COLOMBO 





HEN she was re-elected president 

last month, Chandrika Kumaratun- 
ga promised to bring peace to Sri Lanka. In 
fact, the prospects for an end to the 16-year- 
long civil war are already getting worse.On 
January 5th a suicide bomber killed at least 
13 people and injured dozens more on a 
street in Colombo, the country’s capital. 
On the same day in the same city, a gun- 
man murdered Kumar Ponnambalam, a 
leading Tamil politician. The first attack 
looks like the work of the Liberation Tigers 
of Tamil Eelam, which is fighting for a sepa- 
fate state for Sri Lanka’s Tamil minority. 
The second is a mystery. 

The suicide bomber’s target remains 
unclear, since she apparently detonated 
the bomb. when security guards stopped 
her for questioning. The explosion oc- 
curred outside the office of the prime min- 
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acts. India has mismanaged the terrorist 


| | Sri Lanka’s new killings 


threat and, more damagingly, has failed to 
make peace with the Kashmiri people, 
whose grievances are the excuse for terro- 
rism. Five criminals have shown how friend- 
ly the region is to terrorism. Sadly but surely, 
more will follow them. 


Mayhem and the spice islands 


Once again violence threatens South-East Asia’s largest country 








nouncing that a Hindu is to be appointed as 
military commander for the islands. 

By mid-week much of the violence had 
abated, although military officials were un- 
sure of the final death toll. They did, how- 
ever, dismiss reports that 2,000 Muslims had 
been massacred on the island of Halmahera. 

Even if the army manages to restore 
some semblance of peace, it will have con- 
tained only part of the problem. The vio- 
lence across the vast Indonesian archipelago 
may have been unleashed by the same 
event—the fall of ex-president Suharto in 


1998—but its causes are multifaceted. In the 
Moluccas, the roots of violence go back 500 
years to when the islands were the only 
source of nutmegs and cloves, spices then 
worth more than gold. The traders who 
sought out the spice islands left behind a leg- 
acy of mixed religions. Hence in Ambon, the 
provincial capital, the number of Christians 
and Muslims is about even, but in Indonesia 
as a whole 90% of the populationis Muslim. 

Under 32 years of unquestioned rule by 
Mr Suharto, the two communities appeared 
to get along, But that was because they had 
little choice: the army mainly ran the outer 
provinces, and discussion of religious and 
ethnic disputes was not allowed. Hence any 
festering divisions exploded only when Mr 
Suharto had gone. Now Christians fear they 
will be swamped by Muslim immigrants to 
theislands, while the Muslims worry abouta 
plot todrive them out. 

In other parts of Indonesia, such. as Aceh 
and Irian Jaya, campaigns to establish sepa- 
rate states are behind the violence: In East Ti- 
mor, much of the killing and destruction was 
orchestrated by the army and the shadowy 
militia which it armed. Although East Timor, 
as it prepares for independence, is now un- 
der the care of an international force, Mr Wa- 
hid has ruled out any prospect of that for 
other regions. Indeed, East Timor is generally 
recognised as a separate case because it was 
invaded by Indonesia, whereas the other re- 
gions have always been part of the state. 

Although intemational support for Mr 
Wahid’s stand against separatism-and ethnic 
and religious violence helps his cause, many: 
Indonesians are increasingly frustrated by 
the lack of progress, On January sth, several 
thousand Muslims poured on to the streets: 
of Jakarta demanding an end to the violence 








ister, who is Mrs Kumaratunga’s mother. 
The president, who narrowly escaped 
death in a similar blast before the election, 
is bound to feel even more embittered to- 
wards the Tigers than before. 

Mrs Kumaratunga has yet to set a clear 
second-term policy for ending the war. In a 
television interview on January 3rd she 
said she would negotiate with the Tigers’ 
leader, Vellupillai Prabhakaran, even 
though she “detested” him. Mr Prabhaka- 
ran was apparently unmoved. In what ap- 
pears to be their first act of post-election 
terrorism, the Tigers seemed to be signal- 
ling that nothing has changed. Fighting be- 
tween them and the Sri Lankan army near 
Jaffna in the north has been intense for the 
past three weeks and casualties are 
thought to be high. 

Hopes that Mrs Kumaratunga would 
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win over the opposition toa common poli- | 
cy on peace talks are also waning. There 
had been talk after her re-election of form- 
ing acommon government with the oppo- 
sition United National Party (une), butthat 
hasdied down. Inher interview she repeat- 
ed her earlier accusation that the unr had 
conspired with the Tigers to improve its 
electoral chances. There is speculation in 
Colombo that Mrs Kumaratunga will soon 
call parliamentary elections, which must 
anyway be held by August. Until- they are 
over, the chance of co-operation between ` 
the two main parties looks slim. 

The point of Mr Ponnambalam’s mur- 
der is unclear. It was not like the killings of 
several moderate Tamil politicians, who 
had sought a compromise settlement that 
would have kept Tamil areas within Sri 
Lanka’s borders. Indeed, Mr Ponnamba- 
lam came closer than anyone else in Co- 
lombo to expressing the Tigers’ separatist 
views. His death merely silences a peaceful 
way of making thosedemands. 
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in the Moluccas. Some protested 
against Megawati Sukamoputri, Mr 
Wahid’s rather aloof vice-president, 
who has been given responsibility for 
ending the conflict in the Moluccas, 
but has done little. 

As her party won the largest share 
of the vote in Indonesia's elections 
last year, her job probably remains 
safe. Less secure is that of General Wi- 
ranto, the former defence minister 
and commander of Indonesia’s 
armed forces. Mr Wahid moved the 
general into another cabinet post 
soon after he took over and, uniquely 
for Indonesia, appointed a civilian as 
defence minister. There were reports 
this week that General Wiranto 
would be replaced in a reshuffle. 

There have been bitter disputes 
between the government and mem- 
bers of the armed forces on how to 
quell the recent violence. In many in- 
stances, the army has been seen as part of the 
problem by inciting trouble, or simply by not 
responding to it even when present. There 
was slightly better news this week when sol- 
diers were seen guarding the shops of ethnic 
Chinese in a provincial town on the main is- 
land of Java after an outbreak of mob vio- 
lence. Chinese families are often attacked 
when trouble flares, largely because they are 
seen as relatively prosperous. 

Although the army has already had its 
role in government greatly reduced, it is not 





Innocence and ashes in Ambon 


retreating to its barracks without a fight. 
Some fear that, if pushed too hard, disap- 
pointed officers will try to destabilise the 
democratically-elected government. A 
number of military commanders feel them- 
selves threatened by a commission investi- 
gating human-rights abuses. Yet Mr Wahid is 
standing his ground. If he can calm Indone- 
sia’s restive provinces and rein in the recalci- 
trant armed forces, he will have established 
strong foundations for the world’s third- 
largest democracy. 
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Malaysia 


Mahathir goes on and on... 


KUALA LUMPUR 


But the government faces an anxious future 


ITH his winning ways it was probably 

inevitable that Mahathir Mohamad 
would remain leader of Malaysia’s domi- 
nant political party, the United Malays Na- 
tional Organisation (UMNo), and keep a grip 
on his job as prime minister. Whoever leads 
UMNO rules Malaysia. 

But this was not what some reformers in 
his party had hoped for. In the November 
general election, Dr Mahathir, who is 74, 
won what he has said will be his last five- 
year term as prime minister. He has held the 
job since 1981. Yet the victory was not with- 
outa bitter taste. uMNo lost badly in its tradi- 
tional Malay heartland to the conservative 
Islamist opposition party, PAS. 

In the immediate aftermath of the elec- 
tion, there were calls by leaders of the ruling 
party for internal reform and even a “rein- 
vention” of UMNO. It is not only the emer- 
gence of ras as the chief opposition party 
that worries them: the ruling party has also 
been damaged by the sacking and subse- 
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quent jailing of Anwar Ibrahim, Dr Mahath- 
ir’s former deputy. This helped unite the op- 
position, with Mr Anwar’s wife, Wan Azizah 
Ismail, also winning a seat in parliament. 

Dr Mahathir's own concerns about 
party unity apparently convinced UMNo’s 
top decision-making body, the Supreme 
Council, that it needed to tackle the leader- 
ship issue quickly. Hence on January 3rd it 
decided to back Dr Mahathir unopposed as 
party president. More pertinently, it also de- 
cided to support unopposed the prime min- 
ister’s anointed successor (and Mr Anwar's 
replacement as deputy prime minister), 
Abdullah Badawi, as deputy president of the 
party. The two men can confidently face the 
party polls, which have been brought for- 
ward from their usual date in June to May, in 
the hope that this will curb some of the pow- 
er struggles and factionalism feared by party 
veterans. But there are no guarantees that the 
Supreme Council's wishes will be respected: 
in 1993, despite a similar move to avoid a 


ASIA 


contest, Mr Anwar challenged the incum- 
bent deputy president and won that job. 

Party reform will now be hard to come 
by, argue some UMNO members, whosee the 
council’s action as simply endorsing the sta- 
tus quo. It is important, stresses one party an- 
alyst, for umno to draw back theyoung Ma- 
lays who have been alienated from the 
ruling party, notonly by the brutal treatment 
of Mr Anwar butalso by other alleged injus- 
tices. One way to signal renewal would be to 
show a change in leadership, he said. Simply 
letting the prime minister and his deputy 
step into the top jobs without a vote will not 
satisfy many Malays, he claims. 

If so, the main beneficiary of any disillu- 
sionment will be pas. It has long held power 
in the northern state of Kelantan but in the 
election it also won control of neighbouring 
oil-rich Terengganu. pas is keen to push its 
“Islamic development” agenda. Since Mr 
Anwar was sacked, its ranks have swelled 
with members from the Malay middle-class, 
a group once solidly behind umno. Hara- 
kah, pas’s newspaper, has piled on circula- 
tion at the expense of discredited pro-gov- 
emment newspapers, although officials 
have been confiscating it from vendors be- 
cause it is supposed to be sold only to party 
members. pas capitalised on all this in the 
elections, fielding many of its new profes- 
sional members as candidates for both state 
and parliamentary seats, touting their de- 
grees and other qualifications. 

Yet some worry about ras wanting toim- 
pose a stricter form of Islam onMalaysia. The 
new chief minister of Terengganu, Abdul 
Hadi Awang, has already come under fire 
from both government and opposition par- 
ties, as well as minority ethnic and religious 
groups, for proposing new Islamic taxes. The 
state’s new government also wants to keepa 
greater share of its oil revenues and seeks to 
reorganise its large tourism industry to re- 
flect “Islamic values”, although no one is yet 
sure what that will mean for foreign holiday- 
makers who may like something stronger to 
drink than tea. 

According to Farish Noor, a political sci- 
entist, Pas’s ideal is to “bring about a new cul- 
tural order”. For a modern secular party such 
as UMNO, PAs's agenda in the Malay heart- 
lands may seem lacking in economic details, 
but its political and religious challenge 
seems more significant and is something it 
has yet to address. 

By stitching up the party polls, uMNo’s 
leaders could suffer another blow to their 
credibility. Analysts agree that Dr Mahathir 
persuaded his party toendorse his successor 
in order to ensure that his personal legacy 
survives. But once Dr Mahathir does finally 
retire, will Mr Badawi, his chosen heir, be 
strong enough to fend off potential challeng- 
ers, such as Tengku (Prince)Razaleigh Ham- 
zah, from Kelantan, or the defence minister, 
Najib Tun Razak? 
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Turkmenistan 


Dream on 


TASHKENT 


WO HUNDRED flower-proffering par- 

liamentarians and 20 minutes of ap- 
plause might be the stuff of dreams for most 
politicians. But Saparmurat Niyazov, the 
president of Turkmenistan, regards such sy- 
cophancy as no more than his due when he 
arrives to address the Khalk Maslakhaty, the 
parliament that meets for a few days annu- 
ally to rubber-stamp his decrees. 

Since Turkmenistan’s independence 
from the Soviet Union in 1991, Mr Niyazov— 
Turkmenbashi (head of the Turkmen) to his 
disciples—has been the sole architect of the 
country’s development. His whimsical poli- 
cies have recently included legalising polyg- 
amy. His latest initiative is an 11-year econ- 
omic plan. Cotton and wheat production 
will increase fourfold, gas exports fivefold 
and oil output at least sevenfold. Railways 
and roads will be built to every corner of the 
country. Water, salt, gas and electricity will 
be supplied free to households. Turkmenis- 
tan’s standard of living should triple or qua- 
druple by 2010, restoring it to what it was ten 
years ago under Soviet rule. 

Unfortunately, the plan, like its prede- 
cessors, ignores economic realities. In 1996, 
Mr Niyazov's “year of fundamental reform”, 
grain and cotton harvests fell two-thirds 
short of their targets. Earlier, his “ten years of 
prosperity” programme envisaged turning 
Turkmenistan into “a new Kuwait” supply- 
ing gas to rich markets, but Russia controls 
Turkmenistan’s sole export pipeline. In April 
1997, Mr Niyazov proclaimed his “1,000 
days” economic programme. Before 2000, it 
was supposed to boost Gpp by 60% and sub- 
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stitute domestically produced goods for im- 
ports. Instead, Gpr slumped by a sixth in the 
programme's first year and has stagnated 
since, while dependence on imports re- 
mains as great as ever. 

Mr Niyazov's dismal economic record 
has nevertheless left the capital, Ashgabat, 
basking in a mirage of wealth. As the econ- 
omy has shrivelled, the number of grandiose 
buildings has swelled: a marble palace, an 
enormous mosque, a museum surmounted 
by a bronze bull and, most bizarre, a tripod 
column bestriding a road, crowned by a re- 
volving golden Turkmenbashi. 

In rural Turkmenistan there are no signs 
of prosperity, real or false. In the extreme 
south-east, the inhabitants of a string of 
dust-blown villages eke outa meagre agricul- 
tural existence along the banks of the Amu 
Darya. In the north and along the Caspian 
Sea coast, shortages of flour and bread are 
periodically reported. 

Even so, the strength of opposition to Mr 
Niyazov is hard to gauge. Dissent, albeit co- 
vert, is said to be growing, especially among 
educated town-dwellers. But opposition 
groups remain in exile. A coup by the politi- 





cal elite is unlikely. Loyal functionaries reap 
rewards from the state-controlled economy, 
while suspected conspirators are hunted 
down by a vicious security service. 

The solution to Turkmenistan’s econ- 
omic problems should lie in exporting its 
abundant gas using alternative routes to the 
one controlled by Russia. Turkmenistan is 
well placed to supply some of the biggest po- 
tential markets (Turkey, South Asia and Chi- 
na). But it is also encircled by gas-rich com- 
petitors (Russia, Azerbaijan, Iran and 
Uzbekistan). Because of such competition, a 
proposed pipeline from Turkmenistan to 
Turkey via Azerbaijan, underwritten by the 
American and Turkish governments, may 
not be built. Turkmenistan’s hope of reviv- 
ing plans to lay a pipeline across gas-poor, 
but warring, Afghanistan to Pakistan reveals 
the government's desperation. 

Mr Niyazov’s loyal parliamentarians 
seem convinced of his ability to overcome 
such trifling problems. At their most recent 
meeting they refused to leave the Khalk Mas- 
lakhaty until he agreed to become president 
for life. Selflessly, he accepted. 
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Lost at sea in the Philippines 


MANILA 


HE Philippines is a maritime nation 

with a developing economy that de- 
pends greatly on the domestic shipping 
lines between its 7,000 0r so islands. Yet its 
fleet of inter-island ferries has the dismal 
distinction of being one of the world’s 
most accident-prone. When an inquiry 
opened on January 4th into the sinking of 
yet another domestic ferry, witnesses 
were ready to blame poor seamanship, an 
unseaworthy vessel, a reckless operator 
and negligent government agencies. Simi- 
lar inquiries over the past 12 years have 
heard much the same about scores of fer- 
ry disasters that altogether have cost at 
least 5,000 lives. 

In the latest incident, the Asia South 
Korea sank on December 23rd after hit- 
ting a reef on a short voyage between two 
central Philippine islands, Cebu and Pa- 
nay. Official figures show that more than 
700 people were rescued, but 55 perished 
and an unknown number are still miss- 
ing. Investigators have found evidence 
suggesting that the ferry’s engines broke 
down. They were repaired but, after that, 
the ship failed to steer a safe course. It may 
have been carrying some 200 people more 
than the 614 it was licensed for. 

The Asia South Korea was built in Ja- 
pan 27 years ago. That made it relatively 
new by Philippine standards. Many of the 
country’s other ships are so old and de- 
crepit that people call them “floating cof- 








fins”. Yet the ferries are allowed to contin- 
ue sailing in domestic waters. 

The alleged shortcomings of the crew 
are, on the face of things, more surprising. 
Filipino mariners are well regarded and 
account for about a quarter of the world’s 
merchant seamen. But that is part of the 
problem: the competent ones tend to 
leave to work abroad for higher wages. 

Overloading is common, especially in 
December when millions of Filipinos— 
who are mostly Roman Catholics—return 
to their home provinces for the Christmas 
and New Year holidays. Many are so des- 
perate to board that they refuse to be left 
on the quayside simply because a ferry is 
overcrowded. Government agencies can 
often be induced to turn a blind eye. All 
the necessary safety regulations exist, but 
are often not enforced. 

The latest sinking has produced the 
usual hand-wringing by politicians. The 
previous government thought it had 
come up with an answer when it deregu- 
lated domestic shipping, ending local mo- 
nopolies over certain routes. The hope 
was that ferry operators would compete 
to offer passengers safer voyages. But al- 
though bigger, more modem ships with 
better-trained crews have appeared on 
some major routes, the loss of the Asia 
South Korea demonstrates yet again that 
taking a ferry in the Philippines is still far 
more risky than it should be. 
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UNITED STATES 


The incredible shrinking 


primaries 


WASHINGTON, DC 


Blink, and you may miss the season completely 


AY what you like about the current fash- 

ion for compressing the primary sched- 
ule—and alot of people have a lotof very an- 
gry things to say—but you have to admit that 
it is making for a riveting couple of months. 
This week’s set-piece debates in New Hamp- 
shire, between the Democrats on January 
sth and the Republicans the following night, 
were the opening shots in a long series of 
highly-charged political confrontations. The 
challengers will struggle to build up enough 
momentum to carry them through the me- 
ga-primary on March 7th, when such giant 
states as California and New York vote, and 
the front-runners will struggle to stop them. 
The country will not see such exciting politi- 
cal times until the election proper gets into 
full swing in the autumn. 

Under America’s old political calendar, 
the contest for the party nominations used 
to drag on from early February until June. In 
1976, it took Jimmy Carter five months tosew 
up the Democratic nomination; that same 
year, Gerald Ford was still fighting Ronald 
Reagan for delegates when the Republicans 
gathered for their convention. But over the 
past 20 years the process has been relentless- 
ly abbreviated, with the Republicans tripling 
the percentage of delegates chosen by the 
second week of March, and the Democrats 
quadrupling it. 

lowa kicks off the selection of delegates 
on January 24th, the earliest date ever. New 
Hampshire, which for the past 20 years has 
held the country’s first primary on the third 
or fourth Tuesday in February, has brought 
its vote forward to February ist. Delegate- 
rich California has also brought its vote for- 
ward from June to March 7th, when 15 Dem- 
ocratic and 12 Republican races are 
crammed into a single gigantic Yankee-West 
Coast primary. The result of this new timeta- 
ble is that the primary race will probably be 
over by the third week in March, by which 
time more than 70% of the delegates will 
have been selected (see chart), and it could 
even be over by the beginning of February, if 
Al Gore and George W. Bush triumph in 
New Hampshire. 

The front-loading of the primary calen- 
dar has been a fairly haphazard process. In- 
dividual states have edged their primaries 


THE ECONOMIST JANUARY 8TH 2000 








Over by March 
% of ates chosen in primaries 
by the end of each week —.____ 100 




















Source: Dallas Morning News 


forward in order to increase their influence 
over who wins the nomination, and the 
party bosses have tolerated this queue- 
jumping on the grounds that it would proba- 
bly strengthen their anointed candidates 
and reduce the likelihood of prolonged in- 
ternal feuds. Front-loading even acquired a 
gloss of political correctness. The old calen- 
dar gave too much prominence to the lily- 
white states of lowa and New Hampshire, 
the argument goes; front-loading will give 
more prominence to racially diverse states 
such as New York and California. 

The shorter timetable has changed the 
dynamics of the race in all sorts of dramatic 


ways. The most important is that it has 
raised the odds against dark horses such as 
Gary Hart, Paul Tsongas and Bruce Babbitt, 
who once added so much excitement to 
American politics. Gary Hart in 1984 had 
only $1.5m in the bank when New Hamp- 
shire voted. But, after his surprise victory ov- 
er Walter Mondale, he had enough time to 
raise the money that he needed to stay in the 
race until California voted in June. He failed 
in the end to win his party’s nomination, but 
Jimmy Carter used the same strategy to get 
all the way to the White Housein 1976. This 
year, candidates have nochance of compet- 
ing on March 7th unless they start the prim- 
ary season with a full treasure chest. Hence 
the paradox that the shorter timetable has 
actually led to a longer campaign, with can- 
didates desperately raising money through- 
out 1999 and even, in the case of Mr Bush and 
MrGore, long before it. 

But one thing that the front-loading has 
failed todois to reduce the extraordinary im- 
portance of lowa and New Hampshire. In- 
deed, it may have enhanced it. (The real los- 
ers are arguably big states such as New York 
and California, because so many of them 
vote on the same day.) Last August the lowa 
straw poll, an event previousty ridiculed or 
ignored, helped to persuade several Republi- 
can candidates to withdraw from the race. 
And over the past few months about 40% of 
the coverage of the campaign has focusedon 
New Hampshire. 

Linda Fowler, a political scientist based 
in that state, argues that the campaign is far 
more intense than it was fouryears ago. Itnot 
only started much earlier, with town hall 
meetings and advertising campaigns last Oc- 
tober, but it has had a muchmore dramatic 
impact on the front-runners. forcing Al Gore 
toreinvent himself as a Washington outsider 
and George W. Bush to spend a lot more time 
prowling the diners of Nashua. These days, 
party operatives are all over the place. Ms 
Fowler says that she is frequently shocked 
by how much is going on. 

The reason for this intensity is simple: 
the challengers’ only chance of unseating the 
front-runners lies in doing well in either l0- 
wa or New Hampshire. So far, the leading 
challengers, at least, are not doing a bad job 
of it. (The Republican tail-enders, from Steve 
Forbes down, are stationary, and it is a mys- 
tery toeveryone why they persist at all.) Sev- 
eral polls show John McCain and Bill Bra- 
dley beating George Bush and Al Gore in 
New Hampshire. Mr Bradley also raised 
more money than Mr Gore in the past quar- 
ter, in part because of his strong showing in 
the state. What many party bosses had 
hoped would be jolly eoronations have 
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<- turned into real political fist-fights. 

But do Mr McCain or Mr Bradley have 
any chance of turning possible early upsets 
into sustained campaigns? The party estab- 
lishments. calculate that the compressed 
primary season—particularly the succession 
of cross-country primaries on March 7th and 
14th—increases the importance of organisa- 
tion over momentum, George Bush has over 
$30m in the bank and a national organisa- 
tion; Mr McCain lacks the resources to resist 
the Bush machine in New York and Califor- 
nia simultaneously. Al Gore has deep de- 
fences in the Old Confederacy, as well as the 
overwhelming support of the party worthies 
who get an automatic vote at theconvention. 

Marshall Whitman, a political analyst at 
the Heritage Foundation, suggests a more in- 
_ teresting possibility. The sheer speed of the 

primaries, as they career from coast to coast, 
makes it more difficult for the party estab- 
lishments to keep the political process under 
control. A dramatically good performance 
“in the next few weeks could provide an in- 
surgent with enough of a push, particularly 
from the “free media”, to last until the end of 


i 


Wooing California 


LOS ANGELES 


Coon sends more delegates to 
the party conventions that nominate 
presidential candidates, and casts more 
votes in the election, than any other state. 
Butits primary has rarely attracted propor- 
tionate attention from either candidates or 
voters-—untilnow. A combination of push- 
ing the date forward to March 7th, the earli- 
est it has ever been, and changing the way 
it works, will make this the most important 
California primary in 30 years. 

The early date means that the nomina- 
tion races for both Republican and Demo- 
cratic candidates will still be open, as they 
rarely were when California held its prim- 
ary in June. Already, the main candidates 
of both parties are paying more attention 
to the state. In November, George Bush 
made his big foreign-policy speech in Cali- 
fornia; Al Gore and Bill Bradley both un- 
veiled their health-care plans there. 

For Mr Gore, the Democratic front- 
runner, California is a bulwark against Mr 
Bradley's rollicking campaign. Much of 
New England will also hold primaries on 
March 7th, and Mr Bradley is likely to do 
well there. Since there are no Democratic 
primaries or caucuses between February 
istand March 7th, the candidates will have 
a clear month to pour their energies into 
the Golden State. 

Mr Gore, who has visited California 55 
times as vice-president, has secured the 
backing of much of the Democratic Party 
apparatus. Gray Davis, the governor, en- 
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March. And a particularly bad performance 
could start a stampede that even a gigantic 
war chest could not stop. George Bush cur- 
rently leads Mr McCain among Republican 
voters nationwide by 64% to 18%. But when 
Gallup asked Republicans how they would 
vote if Mr McCain wins some of the early pri- 
maries, it found that Mr Bush’s lead shrank 
toa mere three points. 

Such a turn of events is still a long shot. 
The betting is that the nominations will be 
over in the blink of an eye. Voters will be de- 
nied their primary surprise, and politicians 
and journalists alike will wonder what on 
earth to do for the next few months. The 
party nominees will probably concentrate 
on fashioning negative images of their oppo- 
nents, as Bill Clinton did so successfully with 
Bob Dole in 1996. And a desperate press will 
probably spend mostof its time detailing the 
antics of the Reform Party. Anybody with a 
taste for politics had better gorge themselves 
during the next couple of months: they may 
have to survive on that meal for a long time 
tocome. 






Dirty air 
Houston, we 
have a problem 


HOUSTON 


HE first step tosolving a problem is toad- 

mit that you have one: For Houston, 
years of living in denial about its polluted air 
have made things even worse. This conurba- 
tion, which each year pumps 200,000 tons of 
nitrogen oxide (a component of smog) into 
the air, has recently beaten Los Angeles for 
the title of America’s smoggiest city. 

Since there are federal guidelines on pol- 
lution that have to be satisfied by 2007, 
Houston is about to feel the pinch with a 
vengeance. A plan is in the works to cut in- 
dustrial emissions by 90% over the next few 
years and to bring in far stricter rules for oth- 
er emissions, including car exhaust. If Hous- 
ton fails to meet the standards laid down by 
the Environmental Protection Agency (EPA), 
it may well lose its federal money for build- 














dorsed him early. To win vates, of course, 
Mr Gore will need to impress the voters as 
well as the politicians. But an intense slog 
around the state will eat imo his funds, 
leaving him at risk of running short later in 
the campaign. 

For Mr Bush, California also offers the 
chance to cement his nomination early. 
The winner of the Republican primary gets 
all the state’s delegates (unlike the Demo- 
cratic winner, who gets his in proportion to 
his share of the popular vote). But his main 
opponent, John McCain, can rattle him by 
appealing to California's independent 
minds. Mr Bush’s rapport with Latinos, 
who make up 14% of voters, should help 
him; but when it comes to environmental- 
ism, abortion and guns, the state is more 


ORE 
liberal than the country at large and Mr | 
Bush more conservative. 

More intriguing than the timing of the 
primary is its open nature. Thanks toa bal- _ 
lot initiative in 1996, voters will chose be- 
tween all candidates regardless of their ` 
party registration. Winning the party 
nomination for the state will not be 
enough; the victor will also have to do well 
against his likely final opponent. In the 
1998 primary for the governor's race, Dan 
Lungren, the Republican, easily won his 
party’s nomination under the new system. 
But he secured less of the total vote than Mr 
Davis, the Democrat, who went on towin. 

No one knows what the impact of the 
new system will be in a presidential race, 
but in the 1998 elections for congressional 
seats and state offices one effect was to fa- 
vour more moderate candidates. Cross- 
over voters tend to prefer them, and in 
some districts up to 25% of the votes were 
transfers from one party to another. 

California is not safely in either party's 
hands for the presidential race. A Field Poll 
published on December isth found the ri- 
vals closely packed among potential prim- 
ary voters, with 25% for Mr Gore, 23% for 
Mr Bush, 12% for Mr Bradley and 10% for Mr 
McCain. The Reform Party should not be 
discounted, either. Just before the deadline 
of December 30th, the party put John An- 
derson, a former Republican congressman 
from Illinois, on the ballot as a candidate 
alongside Donald Trump. When Mr An- 
derson ran as an independent presidential 
candidate in 1980, he won 8.6% of the vote 
in California. The race is still open, and 
there is an awful lot to play for. 
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ingand maintaining highways. 

Some scientists doubt whether Houston 
can recover by 2007, arguing that even these 
drastic measures cannot so swiftly reverse 
years of neglect. Jeff Saitas, the executive di- 
rector of Texas’s Environmental Commis- 
sion, admits that state officials miscalculated 
the size of the problem. The new clean-up 
plans, he says, are just a “mid-course correc- 
tion” on the way to full compliance with fed- 
eral law. The huge recent growth of Texan cit- 
ies, Mr Saitas argues, is largely to blame. 

Environmentalists dispute this, saying 
that other American cities have also grown 
dramatically over the past decade and yet 
have managed to keep their air cleaner. Peter 
Altman, director of the Austin-based Sus- 
tainable Energy and Economic Develop- 
ment Coalition, claims that the heart of the 
trouble is the fact that Texas’s biggest pollut- 
ers, including the powerful petrochemical 
industry, have in effect written the state’s en- 
vironment policy. The industry is now ac- 
cepting extreme measures, he believes, only 
because it fears sanctions. “They have been 


caught with their pants down, and they have 
to pull them up really fast.” 

The oil industry’s clout is, in fact, dimin- 
ishing. Two decades ago, 80% of all jobs in 
Houston were connected in one way or an- 
other with the petrochemical industry. 
Now, another sort of high-tech is driving the 
city’s economy. The new firms considering 
moving into Houston would like their work- 
ers to breathe clean air, and politicians are 
changing their opinions accordingly. 

The presidential candidacy of Governor 
George W. Bush, who has long been criti- 
cised by greens as careless of the environ- 
ment, is also focusing national attention on 
conditions in Texas. This has pulled together 
the state’s fragmented, and previously inef- 
fective,environmental movement. Recently, 
44 groups joined forces toannounce a “Texas 
Air Crisis Campaign”, with a 12-step recov- 
ery programme. 

Mr Bush, a veteran of the Texas oil indus- 
try, has taken a relaxed approach to cleaning 
up the environment, repeatedly opposing 
any plan that would impose mandatory re- 
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strictions on companies. Tne current law in 
Texas leaves it to businesses to come volun- 
tarily into compliance with the govern- 
ment’s emissions standards. Environmen- 
talists are particularly critical of the fact that 
nearly half of Texas’s industrial plants cur- 
rently operate under “grandfathered” emis- 
sions rules—less stringent standards which 
pre-date the state’s Clean Air Act. 

This is not the first tame a governor of 
Texas has sympathised with businessmen 
about regulations. His Democratic predeces- 
sor, Ann Richards, never cosy wath environ- 
mentalists, once approved a plan to repro- 
cess flammable napalm t a Houston plant. 
According to Mr Altmar, however, “while 
Governor Bush did not create the problems, 
he worked hard to obstruct solving them.” 

When he was in ‘he White House, 
George Bush senior (who alse started his 
working life in the oil industry) said he want- 
ed to be known as “The Environmental Pres- 
ident”. If he aspires to a similar label, Bush 
the Younger will have t change his ways 
drastically. 
= 





Alternative communities 


Montana Eden 


40 MILE COLONY, MONTANA 


Faith-based organisations, now touted as a fresh alternative to government 
social policy, come in many shapes and sizes. Our reporter lived for two 
weeks in one of America’s smallest and oldest 


HE land along the Little Bighorn river in 

south-eastern Montana is one of rich 
farms and sweeping vistas. Itis also the home 
of a group of people who have sought out 
this remote comer of the West to be alone. 
The Hutterite community known as 40 Mile 
Colony has a population of just 28. It sits, as 
its name implies, 40 miles from the nearest 
towns: Sheridan, Wyoming in one direction 
and Hardin, Montana in another. Psycholog- 
ically, it is as distant as it can be. Members of 
the sect—which began in 16th-century Mo- 
ravia, and is now scattered mostly through 
the great plains of the northern United States 
and southern Canada—live a modified form 
of Christian primitivism, holding property 
in common and disdaining modem life. 

At 40 Mile the members farm a ranch 
that covers 50,000 acres. The colony is rela- 
tively new, founded in 1981 when another 
nearby colony became too large. About 120 
people are usually considered the maximum 
number, though founding a new colony is 
expensive: about $8m-15m, which mostly 
comes from the savings of the mother colo- 
ny. A new colony’s early days can be hard. 
The farm crunch of the late 1980s almost 
bankrupted 40 Mile, as it did several estab- 
lished colonies in Canada which had to sell 
land to stay solvent. 40 Mile remains short of 
both capital and manpower. 
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Living conditions are spartan out of ne- 
cessity as much as belief. Buildings are pre- 
fabricated or post-frame structures with 
steel sheeting. Even the church, the centre of 
the colony, is a weather-beaten double-wide 
trailer with curling veneer and two lawn- 
mowers parked under it. Most of the colo- 
ny’s cars, pick-up trucks, 
horse trailers, flatbeds and 
combines are equally bat- 
tered. Hutterites have acom- 
plicated attitude to modern 
appliances. Television is 








Make do and mend 













frowned on, although some watch it on the 
sly, and most listen to the radio only for 
weather reports. Huttezites regard the In- 
ternet with suspicion, but at least one colony 
has its own website (www.hutterianbreth- 
ren.com). Some use cellu lar telephones. 

Hutterites seek not riches but sustaina- 
bility. Colonies struggle, but few fail. Older 
and established colonies “count their mon- 
ey in the millions,” as ore member of 40 Mile 
explained in her lilting English. Montana's 39 
colonies, with 4,000 Hutterites, produce 
about 60% of the state’s pork.50% of its eggs, 
and about 17% of its milk. And yet each 
month 40 Mile struggles to: meet its bills, 
mostly those of doctcrs and vehicle-parts 
suppliers. The colonists haveno medical in- 
surance. And if someone 
comes down with a serious 
illness? “We just take our 
chances,” says Henry Walter, 
40 Mile’s minister. 

Bu: Hutterites thrive on 
adversity. An easy life, in 
their view, produces few 
good Christians. And there 
are crucial differences be- 
tween Hutterite austerity 
and conventional poverty. 
Hutterites eat well; their homes, though 
modest, are comforta le; and they enjoy the 
benefits of an extens ve network of friends 
and relatives bound >y an earnest religious 
faith. Most colony members have never 
lived in a house with a locked door. 

Although the colony grows most of its 
own food, the colonists arediligent bargain- 
hunters when it comes to purchasing other 
goods in the outside world. They barter well 
and have little fear of dealing with outsiders. 
The colony's leaders have hired a retired, 


33 





WWW.EXXON.MObI.com © Exxon Mobil Corporation 





o 


i 
o 








treat you better than ever. 





UNITED STATES 


non-Hutterite ranch foreman to tend the col- 
ony’s livestock. He is paid nothing, but given 
room, board, a place for his horses, and an 
ancient Toyota pick-up to carry out his 
chores. The truck itself was traded with a 
Crow Indian for a horse. It came without a 
single piece of glass intact. 

Mr Walter, the colony’s master machin- 
istas well as its minister, epitomises Hutterite 
ingenuity. He belongs to one of the sects 
most learned families, although like most 
Hutterites he left school at an early age. A 
contemplative man, as likely to be found ru- 
minating over scripture as 
over his humming lathes, Mr 
Walter finds little in the me- 
chanical world daunting, 
and he has taken care to pass 
his skills on to his sons. Your 
reporter watched the three 
men, with the help of anoth- 
er mechanic, adapta second- 
world-war diesel engine to a 
1950S road grader, disman- 
tling its fuel pump and mak- 
ing parts they needed from scratch. They did 
the job astonishingly quickly. 

Whatever the task at hand, Hutterite 
men lay it aside at 11.30 for the day’s main 
meal, which is eaten communally. The spot- 
lessly clean dining room holds four tables 
complete with benches. Usually men and 
women eat at different tables. The women 
speak almost exclusively in their German di- 
alect,as most in the colony do when convers- 
ing among themselves. To an outsider, the 
women of the 40 Mile Colony seem to be 
firmly under the thumb of the men. They are 
required to wear long skirts, blouses with 
sleeves, and a tiechl or kerchief over their 
heads. The church excludes them from posi- 
tions of power, and they are barred from 
meetings concerning money or colony plan- 
ning. Yet they show no signs of being intimi- 
dated. “Come over and eat” or “Lift this 
box"—withouta “please” or “thank you”—is 
how they usually address the men. 

Women put in long hours. Besides all the 
usual domestic chores, they also have to per- 
form tasks, such as milking, that are delegat- 
ed tothe men in other colonies. When our re- 
porter visited, one morning was spent 
canning 133 litres of pears, and one evening 
cutting up two pigs in the kitchen basement. 
On the days when a farmers’ market is held 
nearby, the colony’s women rise at five 
o'clock and bake 100 pies. Copies of Bon Ap- 
petit and Gourmet magazines can be found 
in the kitchen, but the intricate recipes are 
rarely tested. Hutterites like simpler fare. 


Crows and blackbirds 

Despite this self-containment, the outside 

world isnot far away. Interstate 90, the major 

artery of the northern plains, cuts through 

some of the colony’s land,and a Crow Indian 

reservation almost completely surrounds it. 
The effort to live apart from a wider 
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world, but also within it, has produced some 
paradoxical attitudes among the colonists. 
For all their proud independence, the mem- 
bers of 40 Mile Colony ardently support gov- 
ernment crop-subsidies and have bitterly 
opposed their reduction. Without more sub- 
sidies, Mr Walter argues, the family farm 
cannot survive. But of course, the colony it- 
self is hardly a family farm.As Mr Walter ac- 
knowledges when itis pointed out to him, 40 
Mile does things on a corporate scale. 
Members of 40 Mile have even ventured 
into open political protest, rare for Hutter- 
ites, by joining other farmers 
at the Canadian border to 
demonstrate against cattle 
imports from Alberta and 
Saskatchewan. The mem- 
bers of 40 Mile believe, as do 
many smaller American cat- 


Subordinate, but not intimidated 


tle producers, that Canadian imports are re- 
ducing the price for their cattle in the United 
States. This has put them directly at odds 
with the many Canadian Hutterite colonies 
which raise cattle. Visits to northern relatives 
can have their awkward moments, admits 
Mr Walter. 

Hutterites endure the curseof being well- 
rounded generalists in a world that increas- 
ingly rewards specialists. The colony sells 
milk, grain, beef, wool, vegetables and past- 
ries,as well as colts and hunting rights to oth- 
er ranchers or visitors. Individual members 
often find employment by selling services 
and skills to the outside world in metal fabri- 
cation, cattle-hauling and custom sewing. 
But beef provides the primary income for 40 
Mile, and the colony shares the problems of 
many western ranchers. Its 1,00e-strong herd 
is not big enough for it to wield much clout 
when it comes to bargaining on price with 
local slaughterhouses. 

The hard-working colonists have an am- 
bivalent relationship with the surrounding 
Crow Indians, who are not nearly as indus- 
trious or prosperous. In August someone 
torched over 100 thousand-pound bales of 
Hutterite wheat straw. Then the colony’s 
new all-terrain vehicle was stolen. Young In- 


dians are suspected in both incidents. But, 
mostly, relations between the colony and 
the tribe seem tolerable. Mr Walter describes 
one Crow tribal elder as “a true gentleman”. 
The Crow and neighbouring Northern 
Cheyenne buy some of the colony’s produce, 
and bring their cars to the repair shop. And 
the Hutterites accommodate tribal customs 
when they can—for example, they know 
that Indians are offended by closed gates. 

The colonists are acutely aware that Hut- 
terites and Crow, firmly outside America’s 
mainstream, are both targets of hostility. 
“Those Indian kids. They lie. They cheat. 
They steal. And do you know who taught 
them? The white man,” fumes one Hutterite 
elder. Like the Indians. the Hutterites have 
suffered discrimination. Farmers in Alberta 
and Saskatchewan have lobbied the Canadi- 
an government for years to prevent the 
“blackbirds”, as Hutterites are sometimes 
called, from buying more land. Last year an 
arsonist set fire to $500,000 worth of new 
lumber when a sister colony tried to settle in 
nearby Toole County, Montana. As one 
young Hutterite woman says of the Indians: 
“They're different and we're different and 
sometimes we face the same troubles.” 

One trouble is how to resist the tempta- 
tions of the outside world. Hutterites still rely 
on scriptural commentary written between 
1545 and 1560 as a guide to everyday life;each 
Sunday, ministers read beautifully hand- 
copied 16th-century sermons. But, as Samuel 
Hofer writes in “The Hutterites” (Hofer Pub- 
lishers, $19.95), “the world outside the colony 
door knocks louder and louder.” And, as al- 
ways, it is the young who are most tempted 
tostray. Like its sister colonies, 40 Mile loses a 
continuous stream of young people. Surpris- 
ingly, most young Hutterites return, al- 
though Mr Hofer estimates that about 20% 
will choose to stay among the “English”. 

The main complaint of the young of 40 
Mile is not about basic Hutterite beliefs, or 
the colony's way of life, but against restric- 
tions such as the dress code. This affects men 
too: they must wear black trousers, braces 
(belt-buckles can lead to vanity) and shirts 
without pockets. Most also wear hats. “What 
matters is accepting Jesus Christ as Lord and 
Saviour and holding everything in com- 
mon,” argues one of the colony's younger 
members. “The elders are too concemed 
with stuff that we're not, like believing that if 
you don't wear black pants, you won't go to 
heaven. We don’t believe that.” 

And yet the elders see it otherwise. Ac- 
cording to them, the Hutterites have sur- 
vived as a community because they are de- 
termined to be different, in small ways as 
well as large. Indeed their community is 
founded on their profound commitment to 
this difference, and they have prevailed 
against the importunities of the outside 
world, safe in the “ark” of their colonies, only 
by remaining eternally aware of it. 
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Almighty Alan Greenspan 


66° FO HE greatest central banker in the history of the world.” That 
is Phil Gramm’s judgment on Alan Greenspan, the chair- 
man of the Federal Reserve Board. Given that Mr Gramm, a sena- 
tor from Texas, is chairman of the committee which will soon con- 
firm Mr Greenspan’s reappointment as Fed chairman for a fourth 
four-year term, one can assume that he will not face an unduly 
rough ride in the Senate. 

Mr Gramm’s view hardly counts as hyperbole these days. In 
1998, the New Republic ran an article describing how brokers at 
one New York investment house had set up a little shrine to Mr 
Greenspan in their office; traders were said to pop in there for guid- 
ance and inspiration whenever the action on Wall Street got too 
frenzied. Now, it is true that this 
story was entirely made up and the 
author has been sacked. But the 


people realised it was fiction. 

This week Mr Greenspan’s cult 
status helped him gain the expect- 
ed presidential nomination yet 
again. Imagine any other bureau- 
crat of influence being reappoint- 
ed in the dog days of one presiden- 
cy for a term that runs for 
three-quarters of the next term. But 
Bill Clinton can act in the full confi- 
dence that everyone with any 
chance of becoming president is 
competing to show how much 
they love the Fed chairman. John 
McCain won the contest by saying 
that if he were president, and Mr 
Greenspan died, he would prop 
him upat his desk, putdark glasses 
on him and reappoint the corpse. 

Mr Greenspan’s cult status 
does not come out of nowhere. It 
has been hard-earned over a doz- 
en years. He has proved adept at 
dealing with crises, such as the 
stockmarket crash of 1987 and the 
Asian meltdown of 1997-98. He won his own anti-inflation spurs 
by hiking interest rates in 1988-89 and again, pre-emptively, in 
1994-95, courting unpopularity with politicians but reinforcing the 
Fed's independence. More recently and controversially, he has re- 
inforced his cult status by arguing that technological change may 
be increasing American productivity, making it possible to run the 
economy ata higher rate of growth without triggering inflation. 

On several earlier occasions, Mr Greenspan’s judgment, criti- 
cised at the time, proved sound in retrospect. More than that, as 
time has gone on, his personal credibility has contributed to the or- 
derly calming of markets. Traders’ confidence in him made them 
willing to take on trust that 1998's loosening was necessary and suf- 
ficient to prevent a global meltdown, though this was by no means 
self-evident at the time. 

So the cult has its advantages. But it has three big drawbacks as 
well. The first, of course, is that when the object of worship does 
make a mistake, the error is magnified hugely. No one knows 
whether this is happening now, but the risk is plain. Rightly or 
wrongly, Mr Greenspan is deemed the patron saint of America’s 
“new economy”. Reasonable people cay disagree about whether 
there really is such an animal (The Economist is at best only a half- 
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believer), and the hard evidence remains sketchy. But what is cer- | 
tain is that if there isn’t, any future correction will be all the more- 
severe. A comparison with Britain’schancellor of theexchequer in. 
the 1980s is worrying. Like Mr Greenspan, the long-serving Nigel 
Lawson was a trained econor nawe by many in his field - 
and with strong, even overl ‘influence in the Treasury. He © 
was widely credited: with creating a British “economic:miracle”, | 
But this mattered not one jot when his policiescame unstuckina | 
welter of asset-price inflation and slumping personal savings. Brit- | 
ain suffered the consequences for years. 

Second, and: more immediately, the personalisatiormof mone- 
tary policy creates its own form of moral hazard. Investors are so 

_ confident of Mr Greenspan's mag > 
ic touch that ‘they may we libebid- | 
ding up equity prices in the belief 

that he will bail them out if things | 
start going: wrong. Inacivertently, 
therefore, there may be a Green- 
span bubble in the markets. 

It can reasonably be objected 
that this has more to do with the 
sheep-like attitudes of Mr Green- 
span’s followers as the Delphic ut- 
terances of the Oracle himself. But 
he is at least partly at fault for giv- > 
ing the impression that he will 
loosen monetary policy. whenever 
Wall Street plummets (as in 1987 
and 1998). Anyway, whether you 
blame the High Priest er the Tem- 
ple prostitutes, the real:langer lies ` 
in cultism itself. 

Third, what happens when the 
Oracle retires or goes into the wil- 
derness? If the credibility of your- 
monetary policy is beund up in 
one individual, you face an obvi- | 
ous risk when he or she leaves, 
Admittedly, that risk proved mini- 
mal in.1987 when Paul Volcker; Mr. 
Greenspan's respected predeces- 
sor, stepped down. But to expect lightning to strike twice is t 
stretch not only the law of averages but also the current evidenc 
There is no obvious replacement with even half Mr Greenspan's 
status in the markets (unless perhaps Robert Rubir: the former 
treasury secretary, were to want the job). Indeed, the lack of a suc- 
cessor is contributing both to Mr Greenspan’s influence and to the 
ease of his reappointment. 

There is a solution to the dangers of cultism:embedly in instit 
tional form some of the personal credibility the chairman himself 
now has. In contrast to many central banks, the Fed’s. workings are 
murky. The minutes of one Fed meeting appear only after the nex 
is over. The body has relatively wide powers of discretion. All th 
adds further to Mr Greenspan’s status as a market magician. Giv- 
ing the Fed clearer goals—most obviously a formal.nflation tar- 
get--and requiring greater transparency about how-these.are be- : 
ing achieved would limit his personal influence. 

In America now. that would hardly be regarded as a blessing. 
But if you look past Mr Greenspan’s formidable reputation and 
ask whether the United States has the best centrai bank in the 
world, as opposed to the best central banker, the answer must be 
no. Now is as good a time as any todo something abeut that. ; 
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THE AMERICAS 


An uneasy waiting game for 
Mexico, and Marcos 


LA REALIDAD, CHIAPAS 


Six years ago, the outbreak of the Zapatist rebellion foreshadowed a turbulent 
presidential election. This year, Mexico votes again, without having settled 
the rebellion or some of its underlying causes. 


ELF-STYLED Sub-Comandante Marcos, 
the Zapatist leader, estimates that he has 
chewed his way through 30 tobacco pipes 
and worn out five or six ski masks since his 
movement's rebellion began on January 1st 
1994. His peaked cap with its three plastic 
stars has almost disintegrated after his own 
decade and a half in the mountains. The Za- 
patists themselves have survived the past six 
years a little better than their leader’s trade- 
mark props. But their efforts to expand their 
beleaguered base near Mexico's remote 
southern border, in the state of Chiapas, 
have been largely frustrated. 
The Zapatist uprising struck Mexico like 
a thunderclap, when the rebels took the co- 
lonial tourist town of San Cristobal on the 
day that the North American Free Trade 
Agreement came into effect and an electoral 
year began. It was the first of several violent 
political upsets in 1994, which triggered a 
collapse of confidence in Mexico's currency 
and economy, heaping ignominy on Carlos 
Salinas, the outgoing president, and difficul- 
ties on Ernesto Zedillo, his successor. 
With another presidential election due 
in July, Mr Zedillo has tried to ensure that 
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this time Mexico will be spared a repeat of its 
1994 troubles. He has cushioned the econ- 
omy by arranging contingency loans. But he 
has not managed toend the Zapatist conflict. 
The armed uprising lasted only 12 days; 
an unofficial ceasefire has held ever since. 
But the army still maintains a large force (un- 
officially estimated at upto 70,000 troops, of- 
ficially at under 40,000) patrolling the Zapa- 
tist comer of north-eastern Chiapas, one of 
whose main strongholds is the small village 
of La Realidad. The rebels have a mere 500- 
1,000 fighters, backed by a lightly-armed mi- 
litianumbering perhaps a few thousand. But 
they claim half a million sympathisers in 
Chiapas, and the political conflict remains 
unresolved, It still carries the awkward po- 
tential, however remote, of flaring up again. 
If Mexico is indeed two countries—one 
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rich, urban and modern, and the 
other poor, rural and back- 
ward—then Chiapas is firmly of 
the second kind. In its forested 
highlands, many communities 
still lack electricity, running wa- 
ter or telephones, and arable 
land is scarce and fought over. 
Religious, political and ethnic di- 
visions, too, cause many local 
conflicts, and the state’s various indigenous 
peoples have usually been on the losing end. 
Like Emiliano Zapata, a big-moustached 
peasant leader in Mexico's 1910-17 revolution 
whose cry was “Land and Liberty!”, today’s 
rebels claim to fight on behalf of these dis- 
possessed. 

Yet unlike Zapata, Marcos (who denies 
he is any of the 15-odd people he has been 
identified as) has done little fighting, and 
much talking, especially to the international 
media. In 1996 the rebels and the govern- 
ment signed a complex set of peace accords 
which promised fairer treatment and more 
recognition to indigenous people and their 
cultures. But the government has failed to 
implement these. 

Emilio Rabasa, the government's peace 
negotiatior for Chiapas, says that this is be- 
cause important details were left vague, lead- 
ing tonew disagreements. In 1998 the govern- 
ment sent a watered-down version of 
proposed legal changes to Congress, but 
these have not yet been passed. It has called 
several times for more talks. In September, it 
appeared to make a few further concessions, 
and released some political prisoners. But 
the Zapatists refuse to disarm or budge from 
their patch of mountains until the original 
accords are carried out and other demands 
(suchas an army pull-out) are met. 

So the conflict has continued, on two 
fronts. The first is propaganda. Marcos’s un- 
tiring stream of communiqués, interviews, 
and the odd book (including a collection of 
children’s stories) long kept national and in- 
ternational attention on the Zapatists. “Our 
main achievement”, Marcos told The Econo- 
mist, “is that the legitimacy of the indige- 
nous peoples’ demands is now unquestion- 
able.” A Zapatist-run “referendum” on those 
demands, held across the country last year, 
drew aclaimed 3m voters. 

The government has tried its own atten- 
tion-getters, such as rallying nationalist sen- 
timent by expelling foreign visitors to the Za- 
patist-controlled area of Chiapas. When a 
large group of Italian human-rights observ- 
ers was kicked out in 1998, and the visa rules 
stiffened, almost all Mexicans approved. 
This week two American Zapatist sympa- 
thisers were ordered to leave Mexico. But any 
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overt government action against the rebels 
brings instant condemnation. The killing in 
1997 of 45 Zapatist-friendly villagers by 
armed civilians suspected of having official 
protection still reverberates. Since then, 
though, the authorities have scored a differ- 
ent kind of success: with no large, flagrant 
abuses, and talks at an impasse, media inter- 
estin the rebels has dwindled. 

Human-rights groups argue that there is 
a second, uglier, side to the conflict: a “low- 
intensity war” ranging from harassment to 
murder, by police, the army or paramilitary 
groups. Officials deny having such a strate- 
gy. But Joel Solomon of Human Rights 
Watch, a Washington-based group, says that 
the federal government has failed to ensure 
that the local police and courts prosecute 
crimes against Zapatist sympathisers. 

The government has also spent heavily 
on infrastructure, social programmes, 
schools and clinics, and distributed some 
land and agricultural help. Most of this aid 
goes to non-rebel areas, at least partly be- 
cause die-hard Zapatist communities have 
often refused it. The carrot-and-stick ap- 
proach has chipped away at the Zapatists’ 
support, though they still claim to control 32 
of Chiapas’s 111 municipalities. 

Weakened though they are, the Zapatists 
still enjoy enough public backing both inside 
and outside Chiapas to make a military 
strike against them unlikely. That leaves two 
ways toend the rebellion: give in to the Zapa- 
tists’ demands, or wait for them to lose sup- 
port. Which strategy prevails depends in 
part on who wins the election. 

The opposition’s main contender, Vicen- 
te Fox, of the conservative National Action 
Party, once said that if he sat down with Mar- 
cos, they could sort the problem out in 15 
minutes, a comment for which he was wide- 
ly ridiculed. Anyway, it is Francisco Labasti- 
da, of the ruling Institutional Revolutionary 
Party, who leads the opinion polls. As interi- 
or minister in 1998-99, he ran the current Chi- 
apas policy, which many see as no more 
than a waiting game. If that game continues, 
its outcome may be two Chiapases: one obe- 
diently being drawn, albeit a little late, into 
the 2oth century; the other fiercely indepen- 
dent, but poorer than ever. 
= 





Dog fight 


SAD PAULO 


R two decades until 1985, Brazil’s armed 
forces governed the country, a far length- 

ier dictatorship than those endured in that 
era by most of its South American neigh- 
bours. Yet so swiftly has Brazil’s restored de- 
mocracy gained in vigour that the generals 
are now almost invisible in political life, and 
the former dictators forgotten men, as the 
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muted public reaction to the death over 
Christmas of the last of them, Joao Figuerei- 
do, showed. That made it all the odder that 
the holiday period was also marked by a po- 
litical row involving the armed forces, which 
may yet oblige President Fernando Henrique 
Cardoso to concede some of their demands. 

Their grievances burst into the open last 
month, after a congressional committee in- 
vestigating organised crime decided to ex- 
amine the banking and telephone records of 
Solange Resende, the chief of staff to Elcio Al- 
vares, the defence minister. Both are lawyers 
who fora time worked together in the south- 
eastern state of Espirito Santo, of which Mr 
Alvares was once governor. Both face, and 
deny, allegations of involvement with crimi- 
nal gangs there. Prompted by reporters, the 
air force commander, Briga- 
dier Walter Werner Brauer, 
seemed to praise the com- 
mittee’s decision. 

Mr Cardoso responded 
by sacking both Brigadier 
Brauer and Ms Resende, 
though not (yet) Mr Al- 
vares. However, a few days 
after Christmas, Mr Brauer 
was given a standing ova- 
tion at a lunch in his hon- 
our attended by 650 mainly 
retired officers, at which sa- 
bre-rattling speeches were 
made against Mr Cardoso 
and his privatisation pro- 
gramme, which has seen 
many state assets sold to 
foreigners. Jair Bolsonaro, 
an outspoken federal depu- 
tyand retired army captain, 
said the president deserved 
to be shot for treason. 

Mr Cardoso had man- 
aged a year ago finally to set up a unified de- 
fence ministry headed by a civilian, in place 
of separate ministries run by each service. In 
most other South American republics, this 
change happened a decade or so ago; in Bra- 
zil it came only after several years of careful 
negotiation. But when Mr Cardoso chose Mr 
Alvares as the first to occupy the post, mili- 
tary chiefs were furious. They felt that they 
were having a failure foisted on them (Mr Al- 
vares had just lost a bid to be re-elected for a 
third term as a senator) and, furthermore, 
one whose suitability for such a sensitive 
post was in question. 

The row over Mr Alvares added to a 
growing list of gripes among the armed 
forces, which include a government effort to 
cut their pensions (though by less than those 
of other public servants). The air force has 
been particularly squeezed by the govern- 
ment’s current austerity programme. Its 36- 
year-old Mirages are fit only for the scrap- 
heap. According to David Fleischer, a politi- 
cal scientist at the University of Brasilia, the 
air force resents government pressure to ac- 
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cept used American F-16asto replace its age- 
ing F-5s, as part of a defence procurement 
deal between Brazil and the United States. 

Air force commandersare also offended 
at not being consulted over the govern- 
ment’s recent decision to back the sale to a 
French consortium of a 20% shareholding in 
Embraer, Brazil's privatised aircraft maker, 
which the air force created and sees asa stra- 
tegic national asset. They now faee losing the 
rest of their empire: while the navy long ago 
ceased to control Brazil’s ports, the air force 
still supervises civil aviaticn andruns Infrae- 
ro, the national airports ooerator, which al- 
lows many retired officers to take cushy jobs 
to supplement their pensions. But the gov- 
ernment wants to put civilians in charge of 
civil aviation, and bring in private firms to 
run the airperts. Mean- 
while, the air force is wor- 
ried thata project to launch 
a Brazilian satellite may be 
cancelled after two recent 
failed launches. 

Yet despiteall the grum- 
bling, military command- 
ers have little stomach for 
political meddling. Mr Car- 
doso managed to ensure 
that few serving senior offi- 
cers turned up at Brigadier 
Brauer’s farewell lunch; a 
group of air force chiefs 
who muttered about re- 
signing n sympathy, opted 
not to. The lunch, Mr Car- 
doso séid this week, was 
just a passing fuss by a 
bunch of old men who 
“never were democrats”. 
Yet if he is to push through 
more cranges, such as the 
reform of civil aviation, he 
may have to make concessions. These could 
include easing out Mr Alvares. And already 
the air force’s new commander is said to be 
trying to convince Mr Cardeso that some 
shiny new jets would do a great deal to re- 
store morale. 

_ | 





Canada 


Courtroom 
drama 


OTTAWA 


IME was when Canada’s Supreme Court 

judges quietly interpreted the law. But in 
recent years, Canade’s judiciary has ac- 
quired some of the activism more often asso- 
ciated with their southern neighbours. That 
has prompted critics +o accuse the court of 
making the law, or “fishing off Parliament's 
dock”, as one has put it. And it means that 
the swearing in of a new chief justice of the 
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Supreme Court, due on January 7th, is more 
than a routine event—and not just because 
the appointee, Beverley McLachlin, is the 
first woman to hold the job. 

The court's changed role stems from the 
Charter of Rights and Freedoms, which was 
attached to Canada’s 1982 constitution, and 
has been regularly invoked in cases involv- 
ing civil rights. During the past decade, under 
Antonio Lamer, the outgoing chief justice, 
the court has been required to apply this 
charter to increasingly complex matters. The 
judges have often been split, their rulings 
nuanced and controversial. 

The first criticisms came from the left, 
after the court ruled that the right to strike 
was not protected, but that the right of tobac- 
co companies to freedom of speech (and 
thus to advertise) was. Recently, it has been 
conservatives who have complained, about 
rulings on abortion, the rights of gay and les- 
bian couples, and the interpretation of Indi- 
an treaties. In September, the court over- 
tumed a conviction against Donald 
Marshall, a Mi’kmaq Indian, for fishing eels 
out of season, citing a 1760 treaty that gave 
the Mi'kmaq the right to “hunt, fish and 
gather”. Such was the uproar in the Atlantic 
provinces that in November the court took 
the unusual step of “clarifying” its decision, 
saying that fishing restrictions did indeed 
apply to the Mi’kmaq. 

Conservative provincial governments in 
Ontario and Alberta grumble that the court 
is “determining social and economic policy”. 
They want its powers curbed. Another right- 
winger, Preston Manning, who leads the Re- 
form Party (the official opposition), has ar- 
gued that Parliament should review nomi- 
nations to the court (as Congress does in the 
United States), which at present are in the 
prime minister's gift. 

Mr Manningalso wants a parliamentary 
committee to review the Supreme Court's 
judgments, to see whether they are compati- 
ble with the charter and with statute law. In 
addition, he wants Parliament tomake use of 
aclause in the constitution which allows the 
legislature to sustain a law even though the 
court has ruled that it be struck down. Until 
now only provincial governments have 
used this clause. These issues will surface 
again later this year, when Jean Chrétien’s 
federal government plans to introduce an 
omnibus bill to remove discrimination 
against same-sex couples 
from all federal laws. The bill 
gives effect to a Supreme 
Court ruling, but it is deeply 
disliked by the opposition. 

A former defence law- 
yer, Justice Lamer was pre- 
dictably liberal in the rulings 
he delivered during his 20 
years on the court. By con- 
trast, Ms McLachlin’s opin- 
ions, over her ten-year stint 
as a Supreme Court justice, 
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SAN JOSE 


N NOVEMBER, when Intel named a 

new boss for its Costa Rica operation, 
President Miguel Angel Rodriguez joked 
that the new manager's job was more im- 
portant than his own. Perhaps he was 
right. Since Intel, an American semi-con- 
ductor maker, opened a factory outside 
the capital, San Jose, in March 1998, Costa 
Rica’s economy has been 
transformed. 

So the statistics sug- 
gest, at least. After stag- 
nating in the mid-1990s, 
the economy has surged: 
officials estimate that 
GDP grew by almost 8% 
in 1999 (see chart), and 
that the increase in chip 
exports (to $2 billion) 
gave Costa Rica a trade 
surplus for the first time 
since 1986. But these diz- 
zy figures mask a more 
complex story. While last 
year, the value of the Intel 
factory's production al- 
most tripled, the rest of 
the economy grew more 
modestly, by around 3%. 

Tourism is a second 
bright spot: Costa Rica’s 
beaches, rain forests, and 
volcanoes attracted more than ım foreign 
visitors to the country in 1999. But farming, 
traditionally the mainstay of the econ- 
omy, is suffering from low prices. Some 
Costa Ricans worry that their country 
now has a “dual economy”, and is swap- 
ping one form of economic dependency 
for another. “Fifty years ago we depended 
on coffee and bananas; today we depend 
on Intel,” the central bank president, 
Eduardo do Lizano, complained recently. 





Chip shop afire in Costa Rica 








One statistical effect of that dependency 
is that once the Intel plant reaches full ca- 
pacity by the middle of this year, the econ- 
omy’s rate of growth will plunge. Another 
was that national income (as opposed to 
GpP) grew by only 2% last year, because of 
the outflow of profits. 

The government wants to keep 
growth going by seeking 
more foreign investment. 
Manufacturers who ex- 
port their output get an 
eight-year tax exemp- 
tion. Other Central 
American countries offer 
more generous incen- 
tives, but Costa Rica has 
other advantages, rare in 
the region. These include 
a democratic tradition, 
respect for the rule of 
law, and a well-educated 
workforce. Such factors 
led Intel to choose Costa 
Rica for its only factory in 
Latin America. 

Mr Rodriguez's peo- 
ple are now concentrat- 
ing on improving Costa 
Rica’s infrastructure. The 
main airport is being ex- 
panded, and there is 
much road-building. Despite resistance 
from traditionalists, they are also pushing 
ahead with plans to allow private invest- 
ment in ice, the state-owned electricity 
and telecommunications monopoly. 
These efforts seem to be paying off. Other 
foreign investors have followed Intel. 
Even if growth now slackens a bit, Costa 
Rica has started to make the transition 
from banana republic to high-tech manu- 
facturing centre. 











have been harder to foretell. She upset femi- 
nists by writing a 1991 decision striking down 
a law that prevented defence lawyers from 
asking an alleged victim about her sexual 
history. Parliament amended the Criminal 
Code as a result, to allow a 
judge to decide what evi- 
dence is admissible in rape 
cases. In November, Ms 
McLachlin wrote another 
decision upholding this 
amendment. She declared 
that “the relationship be- 
tween the courts and the leg- 
islature should be one of dia- 
logue”, and that neither 
institution had a monopoly 
in protecting rights. 


She provided another sign that she fa- 
vours a less activist judiciary than her prede- 
cessor, when she dissented from the 
Mi'kmaq fishing decision, suggesting that 
the court risked “functioning illegitimately”. 
She then sided with the majority in “clarify- 
ing” the original judgment. 

Like Anne McLellan, the justice minister, 
Ms McLachlin is from Alberta. That may 
mollify the Reform Party, whose base is in 
the prairies. Yet westerners will remain wary 
of a court in which five of the nine judges 
speak French as their first language. How- 
ever, the new chief justice, who is only 56, 
looks as if she will take a carefully balanced 
approach to a job that she could keep for al- 
most two decades—if she wants to. 

——s | 
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Egypt's vulnerable Copts 


LUXOR 


A massacre of Christians in southern Egypt on new year’s eve was the worst 
outbreak of communal violence in 20 years 


T WAS a familiar enough scene in Egypt's 

vendetta-plagued hinterland: a village 
shopkeeper insults a customer who wants to 
buy on credit. The client returns with friends. 
When the merchant refuses to say he is sorry 
they open fire, wounding three people. 

The trouble is that the shopkeeper at- 
tacked on December 31st was Christian and 
his attackers Muslim. As rumours spread to 
neighbouring villages, the customer's fel- 
low-clansmen launched a pogrom that left 
at least 20 people dead. 

Massive police intervention has now re- 
stored an uneasy calm to the village of Al 
Kosheh, 450km (280 miles) south of Cairo. 
Officials say that they are determined to ar- 
rest and prosecute the culprits. But this has 
hardly soothed the nerves of Egypt’s 6m 
Coptic Christians. They remember the early 
1990s, when Islamist militants waged a war 
of terror in southern Egypt that occasionally 
targeted local Christians as well as the secu- 
rity forces and foreign tourists. 

That insurgency was crushed, at a cost of 
over 1,000 lives. Two years ago, imprisoned 
militant leaders declared a ceasefire that has 
held until now. This week’s savagery does 
not look like the work of any organised 
group. But many of the underlying social ten- 
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sions that helped spark Is- 
lamic radicalism have 
clearly endured, especially 
in this part of Egypt. 

It is wretchedly poor, 
with a centuries-old tradi- 
tion of lawlessness. In So- 
hag province, where Al 
Kosheh lies, the popula- 
tion growth rate is double 
that of Cairo, the literacy 
rate half. Farmland is so 
scarce that a peasant with 
one acre is considered rich. 

Not surprisingly, the province's main ex- 
port has long been people. In recent years, 
however, demand for cheap labour in coun- 
tries such as Libya, Iraq and Saudi Arabia— 
and even in Cairo—has slumped. Mean- 
while, the Egyptian government has concen- 
trated its development spending in the big 
cities and on desert-reclamation schemes, 
while channelling private investment into 
industry and property in the north. Despite 
southern Egypt's chronic unrest, the region 
has largely been ignored—aside, thatis, from 
heavy-handed police intervention. 

Al Kosheh itself is no stranger to that. In 
1998, the town sprang briefly out of obscurity 








when local police arrested some 500 of its 
49,000, mostly Coptic, residents Many sub- 
sequently claimed to have been tertured. Ac- 
cording to the local Coptic bishop, Father 
Wissa, the police had beendetermined to re- 
solve the murder of two Christian farmers by 
finding a Christian culprit. so as to lay to rest 
any possibility of a sectarian motive. 

The incident prompted activists in 
America to accuse the Egyptian government 
of persecuting Copts. The charge was hotly 
denied, and in fact human-rights groups 
concurred that the mass arrests were only a 
particularly grievous example of the police’s 
favoured method of interrogation in rural 
Egypt. Nevertheless, the government did 
take steps to improve ts relations with 
Christians. Restrictions cn the building of 
churches were relaxed, and lands confiscat- 
ed from the Coptic church afterthe 1952 rev- 
olution were returned. 

Petty officials do sometimes discrimi- 
nate against Copts, who Fave less than a fair 
share of government jobs. But two of Egypt's 
31 cabinet ministers are Coptic.as are many 
of the country’s more prominent business- 
men. Unlike the Middle East’ssother dwin- 
dling Christian communities, the 1,700-year- 
old Coptic church remains vibrant. Many 
Egyptian Christians emigrate. but not, as 
elsewhere, on a scale to wipe them out alto- 
gether. The very names Egypt and Copt de- 
rive from the same root. 

The remoteness of 
southem Egypt helped to- 
preserve Christianity after 
the Muslim conquest of 
Egypt 1,400 years ago. 
Copts there still account for 
around a quarter of the 
population, compared to 
one-tenth in the rest of the 
country. They are generally 
no berter off than their 
Muslim neighbours. But in 
the absence ef functioning 
state services, Muslims can fal! back on their 
clan systems in which extended families of 
up to 3,000 people provide mutual aid. The 
problem for Christians is thatif they arouse 
the wrath of a Muslim, the insulted man’s 
clansmen may wreak revenge on the Coptic 
community as a whole. 

This dynamic has worsened in recent 
years due to the spread of smuggled guns 
and virulent ideologies that accompanied 
the Islamist insurgency of the early 1990s. 
Sadly, the governmen: chose to treat that 
outbreak as a security problem rather than 
as a symptom of wider social ills. This time, 
perhaps, it will think of a better strategy. 
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INTERNATIONAL 
Lebanon 


The rising Sunni 


Ho” better to ring in the new year in 
Lebanon than a shoot-out at the Rus- 
sian embassy, a grenade attack on a military 
checkpoint and a three-day pitched battle 
between the Lebanese army and a gang of 
militants? As traditional as these rites might 
sound, they did come with two new twists. 
First, unlike the ongoing low-key war in the 
south between an Israeli occupation force 
and the largely Shia Muslim guerrillas fight- 
ing to dislodge it, the latest incidents took 
place in the normally peaceful north of the 
country. Second, and more surprisingly, the 
prime suspects in all three cases were adher- 
ents of the Sunni branch of Islam. 

Most Lebanese have leamed to ignore 
the war in the south, which impinges on 
their lives only when the Israeli air force 
launches a retaliatory raid farther afield. So 
the spread of strife throughout the country, 
local newspapers instantly declared, her- 
alded an Israeli plot to undermine national 
stability. In private, Lebanese are more likely 
to blame Syria, whose army occupies most of 
the country. To exonerate themselves, they 
point to the fact that the gunman shooting at 
the Russian embassy was Palestinian, that 
the grenade attack took place outside a Pales- 
tinian refugee camp, and that the militants 
fighting the army used tactics learnt from the 
Islamist insurgency in Algeria. 

But if truth be told, Lebanon’s own Sunni 
population, as well as its largely Sunni Pales- 
tinian refugees, have been growing more 
militant of late. During Lebanon’s long civil 
war, Shia militants formed the most radical 
groups and committed some of the more 
spectacular terrorist attacks, while the Sunni 
factions mainly stuck to more traditional 
lines. Although there were Sunni Islamist 
groups, they lacked the prominence of Shia 
militias, such as Hizbullah. Likewise, the 
most influential Sunni politicians are gran- 
dees, whose standing comes from their fam- 
ily or money rather than an organised party. 

That is changing. Jamaat Islamiya, the 
largest radical Sunni party, has improved its 
tally at each local and parliamentary elec- 
tion in the past five years. As the chances of a 
peace deal with Israel increase, religious- 
minded Lebanese Sunnis, who claim Jerusa- 
lem for Islam, and their Palestinian brethren, 
who fear a settlement that leaves them out, 
grow more restive. Many Sunnis also fear 
that their influence will decline since they 
have become the smallest of Lebanon’s three 
main sects, behind the Shias and the Chris- 
tians. The Syrian regime, which has radical 
Sunni opponents of its own, fuels such inse- 
curities by cutting Sunni politicians down to 
size. Those who have been discarded, such 
as Rafik Haniri, a billionaire ex-prime minis- 
ter, sometimes try to recoup support by 
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courting well-organised Islamists. 

Of course, only a fringe of the Sunnis, 
even of the more radical brand, resort to vio- 
lence. The three new-year incidents do not 
seem to have been co-ordinated. But a pleth- 
ora of militant groups have sprung up in the 
benighted back alleys of Lebanon’s city cen- 
tres and refugee camps. One group recruited 
enough men and arms to hold off the army 
during three days of heavy fighting. And a 
Lebanese Palestinian was alone, among all 
Arab militants, in answering the call of radi- 
cal clerics to attack Russians in retribution 
for the killing of Muslims in Chechnya. That 
is not something most long-suffering Leba- 
nese would choose tocelebrate. 


true 
Now where? 


ABIDJAN 





UNFIRE in the streets, soldiers seize the 

airport, the president flees and a gener- 
al announces a coup on state television: fa- 
miliar sights in most of West Africa, but nev- 
er before in Côte d'Ivoire. And how, ask 
many people, could it happen without the 
involvement of, or at least a wink from 
France? Maybe, but on December 24th, the 
French seemed to have been caught unpre- 
pared by a swift, bloodless coup in the heart 
of francophone Africa. 

President Henri Konan Bédié took refuge 
in the French ambassador's residence, next 
door to his palace, and Radio France Interna- 
tional immediately broadcast his appeal to 
Ivorians to resist the coup. The French gov- 
ernment warned the 20,000 French citizens 
in Cote d'Ivoire that they were unsafe, put its 
550 troops in Abidjan on alert and dis- 
patched Foreign Legion paratroopers to a 
base in Senegal, ready to fly to Côte d'Ivoire. 

General Robert Guei, the man who 





Bédié in happier times 


seized power, suspected that France was 
preparing a counter-coup to reinstall Mr Bé- 
dié. He swiftly assured all civilians they were 
safe under the new regime, and gave warn- 
ing that French reinforcements would not be 
welcome. He urged France to evacuate Mr 
Bédié quickly and accused it of meddling. 

Mr Bédié, and apparently his French al- 
lies, had misjudged the army, taking its loy- 
alty for granted. They believed that the gen- 
darmerie, the paramilitary police force, was 
powerful enough to protect the state from 
any threat. The gendarmerie and the police 
were recently given a pay rise, but not the 
army. But when the coup came, the gen- 
darmes’ commander refused to order his 
men to fight brother Ivorians. 

While the rest of the world condemned 
the coup, the people of Abidjan took to the 
streets to celebrate. Mr Bédié had become 
unpopular. He had tried to ban his presiden- 
tial rival, Alassane Ouattara, from compet- 
ing in this year’s election by declaring him a 
foreigner. A warrant was issued for Mr Quat- 
tara’s arrest and Mr Bédié began a xenopho- 
bic campaign against his fellow Dioulla- 
speaking northemers. Mr Bédié and his cro- 
nies were also becoming notorious for 
corruption and their intolerance of criticism. 

General Guei has assured the popula- 
tion that Cote d'Ivoire now belongs to all its 
people, no matter where they were born. He 
made special mention of Mali and Burkina 
Faso, the two countries with most citizens in 
Cote d'Ivoire. He says he wants to create con- 
ditions for democracy, fair elections and a 
quick hand-over to civilian rule. 

However many see this as a coup that is 
pro-Ouattara and pro-northerners. When 
the rebellion started, the soldiers quickly 
freed detained politicians from Mr Ouatta- 
ra’s party. One of them, N’golo Coulibaly, 
has been appointed finance minister and 
three other associates of Mr Ouattara are 
now in the junta. General Guei cancelled the 
arrest warrant for Mr Ouattara, who made a 
triumphal retum from exile in France. 

The government of national unity that 
the general is trying to form, is looking in- 
creasingly like Mr Ouattara’s show, though 
his party is the smallest. After 39 years in 
power, the former ruling party is still in 
shock. It sacked Mr Bédié as leader and of- 
fered toserve the new government but failed 
to submit names for ministers. The largest 
Opposition party, the Ivorian Popular Front, 
was given four posts but then walked out 
complaining that these were not enough. 

General Guei will also have to mind his 
back because the army, whose rebellion was 
partly over poor pay and conditions, is now 
politicised. It has seen how easy itis to topple 
a government. General Guei needs money to 
pay these fractious troops. But aid has been 
frozen for a year and the state coffers are 
bare. This week the general suspended all 
foreign-debt repayments. 
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| FSTHEREgoodnewsatlastfor the world’s 

poor? After years of decline, rich govem- 
ments spent 9% more on aid in 1998 than in 
the year before. The 21 members of the Or- 
ganisation for Economic Co-operation and 
Development gave $51 billion, or $63 for 
each of their citizens, to developing coun- 
tries. Private aid was nearly twice that, at 
$i00 billion. As a proportion of national in- 
come, rich-country aid rose slightly, from 
0.22% tO 0.23%. 

But don’t cheer yet. The slight increase 
in government-given aid in 1998 pales next 
to years of resolute decline as a share of rich 
countries’ wealth. Big spenders, such as 
America, Germany and Japan, have either 
questioned the idea of higher public aid in 
principle (charities should take up the 
slack instead, some donor governments 
say) or have simply cut spending because 
of other demands on their budgets. And 
whatever aid is given, it often does little to 
help the really poor. So argues “The Reality 
of Aid”, an annual report on development 
H assistance produced by a coalition of char- 
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ities that monitors aid donors. 

The flow of private capital to develop- 
ing countries did balloon by 700% between 
1990 and 1997. But it does not serve as a sub- 
stitute for aid for the most vulnerable. For- 
eign investment tends togo to better-off de- 
veloping countries (which are more stable, 
with a working infrastructure), and rarely 
touches the most needy within them. 
Equally, non-governmental organisations, 





Liberia 


Reformable? 


MONROVIA, 


AN a brutal and crooked warlord go 

straightif you give him acountry torun? 
Charles Taylor was elected president of Libe- 
ria in 1997. The poll was flawed but he proba- 
bly won anyway. His election message was: 
if you want peace, vote for me. The implica- 
tion was that, if he did not win, he would 
send the country back to war. Many people, 
cowed and exhausted after eight bloody 
years, took the hint and voted for him. 

Mr Taylor likes being president. At one 
time he was wanted for allegedly embez- 
zling $ım of Liberian state funds in 1984. 
Now that he is head of state, he is unlikely to 
be prosecuted for this, or for the much larger 
sums that he and his fighters looted during 
the civil war. He now appears in a ubiqui- 
tous official portrait, dapper in white tie and 
bedecked with sashes and medals. He 
zooms around Monrovia in a ten-vehicle 
convoy, bristling with goons in dark glasses 
who gun down the odd driver who gets in 
< their way. Recently he addressed a confer- 
"ence on children sponsored by Unicef. The 
goons stepped aside for a moment to allow 
othe children to cluster round the president 
< who, during the war, used to empty class- 
rooms to swell the ranks of his army. 

Has he reformed? Some think so. Presi- 
“dent Taylor can be charming, and he is no 
“fool. The American ambassador regularly 





2 46 





which may be efficient at delivering aid in 





crises, are unlikely to be the most effective 
at long-term development-such as basic 
education and health services. 

Yet falling levels of aid may not be the 
biggest problem. “Aid is not eliminating 
poverty” argues “The Reality of Aid”. In- 
creasingly, this is uncontroversial, as 
changing official views show~—see page 74. 
Some 1.2 billion people live on less than a 
dollar a day—and the number is growing. 
The wrong sort of help may well encourage 
corruption and entrench an elite in power. 
This week Kenya’s opposition asked the 
imF to refuse aid to their country for pre- 
cisely that reason. 

Furthermore, about a quarter of all aid 
is tied to purchases which must be made in 
the donor country. Add to that the sort of 
help (sending consultants. and experts 
from the donor country) which employs 
expatriates, and the share of donor cash 
which actually goes toward alleviating 
poverty becomes smaller still. Better-tar- 
geted aid projects that reach the poorest, 
debt-relief, and fairer trade rules to allow 
poor countries to export more would do 
more good than big hand-outs. 
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praises him. During a recent visit by aid do- 
nors, including the ımr and the World Bank, 
the government made a show of its commit- 
ment to the rule of law by prosecuting a ju- 
nior minister accused of beating up a magis- 
trate. That impressed some donors enough to 
consider giving aid directly to the govern- 
ment. At present aid is only channelled 
through non-governmental agencies (which 
received $200m last year). The change would 
please Mr Taylor, who complains of “sanc- 
tions” against his government. But is it wise? 

Certainly, Liberia needs help. It has bare- 
ly functioned as a state for 20 years. Civil war 
reduced its infrastructure to rubble and its 
society to chaos. State revenues this year will 
be less than $60m, a tenth of the pre-war lev- 
el. Some 10,000 former fighters have yet to be 
demobilised and the country is said to have 
the world’s highest teenage pregnancy rate. 

Mr Taylor has created islands of normal- 
ity to convince the outside world that he is 
sincere. He has appointed some honest min- 
isters, granted exploration rights toa few rep- 
utable mining companies, and allowed jour- 
nalists working for Monrovia’s meagre 
newspapers to criticise the government un- 
molested. Earlier this year he threw his 
weight behind the peace process in neigh- 
bouring Sierra Leone (where western diplo- 
mats say he used to arm the rebels). 

But these achievements are less than 
they seem. A free press is all very well, but 
few Liberians can afford newspapers. Radio 
is far more important, and the only Liberian 
radio station that reaches the whole country 
is owned by Mr Taylor. Cabinet ministers, 


according to a leading Liberian academic, 
“are well-meaning but not the real people 
who take the decisions.” Liberia’s donors 
want to reform the army and the police, Mr 
Taylor agrees, but he has already made them 
irrelevant; he keeps control through more se- 
cretive organisations, such as the Anti-Terro- 
rist Unit, which is run by his son. All the oth- 
er former warlords have fled the country. 
Most politicians have too, and some who 
stayed have been beaten up or have “disap- 
peared”. If Liberia is peaceful, itis because al- 
most all opposition has been crushed. 

Much of what is left of the economy is 
controlled by Mr Taylor and his friends. The 
Lebanese businessmen who helped finance 
his war have been rewarded with monopo- 
lies on the import of rice and fuel. Prices are 
accordingly high. The president grants li- 
cences to exploit forests and diamond mines 
without consulting parliament. The (often 
dodgy) companies that win them bring in 
equipment and start work. But then they 
tend to fall out with Mr Taylor and are forced 
out, leaving their equipment behind. Two 
South African companies and a Ukrainian 
one have suffered this fate. Their equipment 
ended up on Mr Taylor's rice farm, which is 
reportedly kept going by ‘unpaid locals re- 
cruited at gunpoint. 

The government laments the fact that 
reputable foreign firms are usually too ner- 
vous to come to Liberia. A foreign observer 
put it more caustically: Liberia, he said, was 
“a demented circus of crooks trying to outdo 
other crooks.” 
ici NEO EEE AAN citations neat on it 
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- The toppling of Helmut Kohl 


BERLIN 


A criminal investigation into party-financing by ex-Chancellor Kohl may 
bring down not only the man but the party too 


NLY a few weeks ago, Germans voted 
te him one of their top ten “greatest Ger- 
mans” of all time, alongside Einstein, Luther 
and Goethe. On January 3rd, Helmut Kohl, 
for 16 years Germany’s chancellor, was put 
under formal investigation in connection 
with what is becoming Germany’s biggest 
political corruption scandal since the sec- 
ond world war. Even leaders of his own 
party, the Christian Democratic Union 
(cpu), are now pressing him to resign 
both as a member of parliament and as 
honorary party chairman, in order to pro- 
tect the party he ruled with an iron hand for 
25 years and which he continues, for most 
Germans, to symbolise. 

It is not just what Mr Kohl is alleged to 
have done that has dismayed so many or- 
dinary Germans. It is also the arrogant way 
in which he has reacted to the mush- 
rooming scandal. From the time the for- 
mer chancellor first admitted on No- 
vember 30th that, in violation of the 
country’s party-financing law, he 
had kept secret party accounts 
throughout his time as party 
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leader, he has shown no sign of con- 
trition. He has treated both the Ger- 
man public and his own party lead- 
ership with contempt, refusing to 
name the anonymous donors whose 


clandestine cash contributions flowed in 
and out of slush funds for many years, the 


last of which was not closed until Novem- 


ber 1998. What he did, he insists, was for the 


good of the party, and therefore also for 


nations are necessary. 

What little Mr Kohl has so far confessed 
to is riddled with inconsistencies. Keeping 
special accounts “separately from normal 
party accounts” was justifiable, he insists, 
because of the need “to treat certain matters 
confidentially”. Why? Mr Kohl does not say. 
In a television interview on December 16th, 
he admitted having received up to DM2m 
($1.2m) in undeclared, and therefore illegal, 
donations between 1993 and 1998, which he 
claims were used to prop up the fledgling 
cpu in eastern Germany after unification. 
Why the need for secrecy? No explanation. 
Can the cpu in the former East Germany 


the good of the country. No further expla- 


really be described as having had their 
“packs up against the wall”, as: he asserts, 
when by 1993 they were already in powerin: 
four of the five east German Lander (states)? 
And what about the purpose of the earlier 
slush funds? How muck money was in- 
volved? Who benefited? Silence. 
Mr Kohl, who is being investigated on a. 
possible charge of “breach of trast”, which 
carries a maximum penalty of five years’ im~ 
prisonment, insists that he cannot name 
names becausethat would break his word to 
his anonymous donors. Breaking the law on 
party financing, which he himself intro- 
duced in the wake of a big political’ corrup- 
tion scandal in the mid-1980s is-it seems, an= 
other matter. While he denies that any of the | 
money was used for personal-enrichment, 
he also refuses to give details about how it 
was spent. He vows that none of his deci- _ 
sions as chancellor were influenced by secret. 
donations. Yet rumours abound of huge 
kickbacks on transactions involving govern- 
ment, such as a multi-millior-dollar Saudi. 
Arabian. arms deal in 1991, andthe sale of the 
Leuna oil refinery in the former East Ger- 
many to Elf Aquitaine, a scandal-embroiled — 
French oil company,a year later. ; 
Under the 1994 party-financing law, all 
contributions, together with the names and 
addresses of donors, must be declared to the _ 
president of the Bundestag, the lower house 
of parliament. Any donations that exceed. 
DM20,000 must be made public. In 1998, the. 
cpu received DM74m in public money, rep- 
resenting a third of its total declared income 
that year. Independent acccuntants called 
in by the current cpu leadership to investi- 
gate have so far uncovered undisclosed do- 
nations of DM2.4m for the period 1993-98- 
close to the amount Mr Kohl himself hasad- 
mitted receiving. But there eould be. much 
more. Investigators and eveniformer aides of 
Mr Kohl talk. about.a hast of secret accounts, 
the use of middlemen, the transfer of mil- 
lions of p-marks in cash, and the strange d 
appearance of certain docurnents. A 
So far as they have been uncovered, 
however, the illicit donationsdo notamount 
to huge sums. The Christian Democrats’ ofi 
cial annual budget in 1998, for instance, Y 
over DM25om..So why was‘Mr Kohl will 
to run such risks? He 
The answer may lie in the former chan- 
cellor’s obsession with maintaining control 
over his party. During his 25 years as party 
leader, and earlier in his home state of Rhine- 
land-Palatinate, he built up what became 
known as the “Kohl system”: a network of re- 
lationships based on political protection, lu- < 
crative posts, help with campaigns, and oth- 
er favours, In return. the beneficiaries were 
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required to serve the great party patriarch 
with loyalty and obedience. Potential rivals 
were eliminated, critics sidelined. 

The German public rarely saw this more 
ruthless side of their big, jovial, folksy leader. 
For them, Mr Kohl was the symbol of upright 
German God-fearing values, despite his past 
association with the mid-1980s scandal. Ger- 
mans may have a more cynical view of their 
politicians than is commonly believed: ac- 
cording to recent polls, nine out of ten reckon 
that all German parties keep secret accounts, 
and most believe that every party is tainted 
by corruption. Yet, even now, many Ger- 
mans cannot quite believe all that is being 
said against their country’s longest-serving 
chancellor, the great builder of Europe and 
the hero of German unification. 


Nationalism in the Balkans 


All change in Croatia 


ZAGREB 


Nationalism has been rejected in Croatia, is still entrenched in Serbia, 


It is too early to know how history will 
judge Mr Kohl. His image has certainly been 
severely tarnished, his credibility badly 
dented, and he has damaged the party to 
whose service he devoted his career. The 
cpu now faces the toughest test of its 55-year 
life. It is split between those, such as Angela 
Merkel, the party’s general-secretary and a 
former Kohl protégée, who is now calling for 
an end to the Kohl era, and others, such as 
Wolfgang Schauble, the current party leader, 
who—in public at least—is seeking to min- 
imise the scandal that may engulf him too. 
Only a few weeks ago, it was thought that the 
Christian Democrats had a good chance of 
ousting the ruling Social Democrats in the 
upcoming Land elections in Schleswig-Hol- 
stein in February, and North Rhine-West- 


Social Liberals (HSLS) Centrist coalition 
25 (12) — 24 (16) 
Social Others 5 (9) | 
Democrats (SDP) HSP/HKDUT | 
46 (10) — 5 (5) 


and is contested in “Greater Albania”. Three stories from the Balkans 


66 JOTE for change!” urged the opposi- 
tion’s election posters, and Croatia’s 
voters did, overwhelmingly.On January 2nd 
and 3rd, a hefty 75% of them turned out to 
vote in their parliamentary election, and a 
thumping 70% opted to boot out the Cro- 
atian Democratic Union (Hz), the national- 
ist party formed by the late President Franjo 
Tudjman, which has ruled the country since 
1990 and led it to independence in 1991. Cro- 
atians have voted for change, and there is a 
sense of expectation on the streets. But will 
their new government be able to provide it? 
The main opposition alliance of Social 
Democrats (spp) and Social Liberals (HsLs) 
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has won 71 of the 151 seats in the new 
parliament, and is set to form a new 
government. Thoroughly snubbed, 
the outgoing pz has picked up only 
46 seats. Moreover, the spp-Hs Ls alli- 
ance is likely to join forces with a smaller op- 
position coalition of four parties, gathering 
up another 24 seats. 

The nationalists bequeath to the new 
government, which will almost certainly be 
led by the spp’s leader, Ivica Racan, a dismal 
legacy: an over-concentration of political 
power, an economic recession, international 
isolation, and widespread popular distrust 
of the governing class. So long as the new six- 


phalia in May. No longer. 

Mr Kohl is not solely to blame for the 
Christian Democrats’ current malaise. With 
large debts, no coherent policies, and a weak 
leadership which has never managed to 
emerge from Mr Kohl’s long shadow, the 
party would have been facing difficulties 
sooner or later anyway. Its spectacular string 
of electoral successes last autumn had more 
todo with the deep unpopularity of the gov- 
erning Social Democrats at the time than 
with the Christian Democrats’ own appeal. 
The cpu may be withering, but it is not 
about to die, if only because it is still the only 
viable centre-right political party. But, en- 
twined as it still so intimately is with Mr 
Kohl, it may take many years torecover from 
its current troubles. 





End of an era | 
| Seats in Croatian parliament*, provisional results | 
| (1995 seats in brackets) 






Croatian 
Democratic 


1995 
*127 in 1995, 151 in 2000 "Right-wing coalition 
Sources. Croatian electors! commission; Croatian parliament 








party coalition holds together, the new gov- 
ernment should have little difficulty secur- 
ing the two-thirds majority needed to reform 
the constitution, and so to fulfil its campaign 
pledge to curb the powers of the presidency 
and diffuse political power. 

Helping to drag the economy out of re- 
cession will be a more painful task. The 
country’s GDP shrank last year by 2%. Unem- 
ployment, even by formal measures, stands 
at 20%. Mr Racan has promised to review the 
country’s privatisation programme, which 
has benefited a small clutch of cronies. But 
this will thrust him up against some of Croa- 
tia’s most powerful businessmen. 

Nor will it be straightforward for Mr Ra- 
can to win international support. The Euro- 
pean Union is in sympathetic mood, and 
will probably be willing to give the new gov- 
ernment the benefit of the doubt—some- 
thing that Mr Tudjman forfeited through his 
reluctance to respect his obligations under 
the peace deal that ended the war in Bosnia, 
and his refusal to co-operate fully with the 
International Criminal Tribunal on war 
crimes in the former Yugoslavia. 

Yet, even if Mr Racan intends to comply 
with these demands, if only in order to earn 
financial aid, they touch sensitive issues. 
One such is the need to encourage the return 
of Serb refugees, most of whom were forced 
out to Yugoslavia and Serb-dominated parts 
of Bosnia. This is explosive, not least because 
Croats have taken over and occupied many 
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of the homes the Serbs fled from, partic- 
ularly in Eastern Slavonia and Krajina. 

It will be no less controversial ensuring 
Croatia’s compliance with the international 
tribunal. The outgoing government insisted 
that the court had no jurisdiction over Croa- 
tia’s “Flash and Storm” operations in 1995, 
during which Croatia reclaimed territory oc- 
cupied by the Serb army. Yet plenty of Cro- 
atians will see co-operation as a snub, moti- 
vated by a desire to please outsiders in 
connection with a military campaign that 
they regard as having been broadly just. 

All the same, there is an almost-tangible 
feeling of buoyancy at this week's election 
result. Mr Racan will need to build on this if 
he is to create institutions that Croatians can 
begin to have faith in. He has already said 
that he intends to de-politicise the organs of 
state, which have been bastions of national- 
ist party support for the past decade, such as 
the army, the police and the security ser- 


vices, which he plans to bring under parlia- 
mentary scrutiny. 

Much now hangs on the presidential 
election on January 24th. So decisive was the 
opposition’s success at the parliamentary 
poll that hardliners within the Hpz have 
now dropped any ambitions to seize the 
presidency. Instead, the party has selected 
Mate Granic, the outgoing foreign minister, 
as its candidate. This is a victory for moder- 
ates, and one which could in the coming 
months provoke a split in the party. 

Having earned a reputation for defend- 
ing his ambitions for eu membership against 
powerful opponents within the Hpz, Mr 
Granic is on good terms with the West. He is 
also popular, and has the forcefulness which 
his chief rival, the spp-Hsts candidate, Dra- 
zen Budisa, is thought to lack. Whoever re- 
places Mr Tudjman, however, a nationalist 
and isolationist chapter in Croatian politics 
is now history. 





























Serbia 


Down, but not out 


PANCEVO 


N INDUSTRIAL town north of the Yugo- 
slav capital, Belgrade, Pancevo used to 
take pride in its cultural heritage. Nestling 
between the Danube and the river Tamis, its 
citizens also enjoyed some of the highest in- 
comes in the Yugoslav republic of Serbia. 
Today, however, Pancevo’s once-elegant 
Austro-Hungarian facades are in need of a 
lick of paint. Its three main factories, each hit 
by nato bombs last year, are running at a 
fraction of their original capacity. Salaries 
have plummeted, and unemployment has 
almost doubled over the past year. 
Battered by international sanctions and 
years of economic mismanagement, Pance- 
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BOSNIA 


vo's plight is typical of ma- 
ny Serbian towns. Serbia’s 
deepening economic crisis 
is now the greatest threat to 
Yugoslavia’s President Slo- 
bodan Milosevic. 





YUGOSLAVIA 


EUROPE 


almost a year. State pensions barely cover 
the cost of food. Price controls, and a daily 
diet of news programmes urging people to 
save electricity even in the chill of winter, 
contribute to the sense of a war-economy. 

So why have opposition parties failed to 
capitalise on this? Though they control every 
sizeable town in Serbia, their leadership in 
Belgrade remains bitterly divided. Last sum- 
mer’s anti-government rallies, which for a 
moment seemed to threaten the Milosevic 
regime, have petered out. The biggest oppo- 
sition grouping, the Alliance for Change, has 
temporarily suspended its nightly rallies in 
Belgrade. Apathy and disillusionment have 
replaced any hope for change. 

One of the main opposition parties, led 
by the mercurial Vuk Draskovic, continues 
to torpedo any initiative by any of the other 
parties to work together. Local councillors 
opposed to Mr Milosevic are increasingly ex- 
asperated by their national leaders’ inability 
to unite against him. Worse, their divisions 
are putting off the voters. One recent poll in 
Nis, Serbia’s second-biggest city, where the 
opposition parties do govem in a united 
block, showed that, whereas in local elec- 
tions 20% of the electorate backed Mr Dras- 
kovic’s party, no more than 10% would vote 
for him ina republic-wide poll. 

All of which only helps to shore up Mr 
Milosevic, who has been busy consolidating 
his grip on power. In an aggressive propa- 
ganda effort, he has convinced many Serbi- 
ans that he has already rebuilt the country 
after NATO's bombs destroyed many of its 
power-plants and communications lines. 
And he has a point: the expected post-war 
power failures have not taken place; many 
of the roads and bridges have been repaired. 

More sinister is President Milosevic’s 
clamp-dewn on what re- 
mains of the independent 
media. He recently 
slapped crippling fines on 
two independent newspa- 
pers and a television sta- 
tion. There has been a se- 
ries of murder attempts 
and unexplained deaths, 
feeding an atmosphere of 
paranoia. Highly sensitive 
to criticism, Mr Milosevic 
in late December sacked 
three outspoken judges, 
and then expelled two of 
his one-time cronies from 
his ruling Socialist Party. 


ROMANIA 


ma, 








In Pancevo, matters are 
grim. “We are on the edge of economic col- 
lapse,” says Srdjan Mikovic, the town’s 
mayor. “Households are using up their last 
reserves. What will happen after that, I can- 
not say.” Lengthy queues for milk and cook- 
ing oil are a daily ritual. Those lucky enough 
to work wait months to get paid. Welfare 
payments for children have been unpaid for 


“The regime is slowly 
stepping out of the sphere 
of propaganda and stepping into the sphere 
of force,” says Alexander Tijanic, a former 
minister for information. “State propaganda 
is showing two models for life: one is the pa- 
triotic Serb earning DMs50 ($26) per month, 
and the other is the Serb who is against the 
regime and risking his own life.” 
=] 





49 


_ EUROPE 





PRISTINA 


| 
| IGJEN KELMENDI, a Kosovo Alba- 
nian writer, is the author of a col- 
| umn ina Pristina newspaper. Nothing un- 
| usual about that, except that he has taken 
| the radical step of writing it in the lan- 
| guage his people actually speak. “It’s the 
| last taboo,” he says. 
| The language issue is taboo because it 
| begs a question which most Albanians 
| have never had to face. If Albanians speak 
| one language, is there nota case for a single 
| “Greater Albanian” state? Broadly speak- 
| ing, all Albanians do speak the same lan- 
| guage, but in two distinct dialects: Tosk, 
| spoken in southern Albania, and Gheg, 
| spoken by the majority of Albanians in 
| northern Albania and in Kosovo, a prov- 
| ince of Serbia in neighbouring Yugoslavia. 
| In 1972 Albanian and Kosovar academics 
| agreed on a standard literary language. 
| The problem was that it was based on 
| Tosk. So the Kosovars found themselves 
| writing what they donot speak. 

The reason that Albanians on both 
| sides of the border could agree on this was 
political. Enver Hoxha, the Stalinist who 
ran Albania from the end of the second 
world war until his death in 1985, came 
from the southern town of Gjirokaster, 
where they speak Tosk. He was suspicious 
of Albanians from the north because his 
communist comrades had tended to be 
southerners, while most of their wartime 
foes, nationalists of various non-Marxist 
persuasions, were Gheg northerners. For 
their part, Kosovars found the adoption of 
this single language convenient: it may not 
have been the tongue they spoke at home, 





| The great ethnic-Albanian taboo 


| 
f 
but its political message was “we are all 
Albanians—not Yugoslavs.” i 

Until recently, Kosovarswhosomuch | 
as dared to query the value of this link | 
with Albania laid themselves open to | 
charges of being pro-Serb. Now that the | 
Serbs no longer run Kosovo, however, | 
some ethnic-Albanians, such as Mr Kel- | 
mendi, want to re-open the question of | 
language standardisation. Why, they ask, | 
should it be based on Tosk, the dialect | 
Kosovars do not speak? 

Many other Kosovars, however, are 
still loth to raise the issue, because it ques- | 
tions Albanians’ unity. Ismail Kadare, Al- | 
bania’s best-known writer, who was re- | 
cently in Pristina, Kosovo's capital, for a 
pan-Albanian bookfair, is enraged at the 
idea that the matter should be re-exam- | 
ined. Like Hoxha, he hails from Gjirokas- 
ter--and co-signed the language standar- 
disation agreement in 1972. Even to | 
mention the subject, he says, is a “dirty | 
provocation” prompted by Serbian pro- 
pagandists to divide Albanians. 

If Albanians do not speak quite the 
same language, then how robust is the 
case for a Greater Albania? Albanian un- 
ity, and the making of a Greater Albania 
that would embrace today’s Albania; Kos- 
ovo and the western chunk of Macedonia, 
is not on the political agenda—yet. But it 
will be, sooner or later. The governmentin 
Tirana, Albania’s capital, is already urging 
that the school curricula of Albania and | 
Kosovo be merged. A pragmatic gesture? 
Or the first post-war step towards a Great- 
er Albania? 





















Lithuania 
Westward ho! 


VILNIUS 


A ETHE seven countries blessed at the Eu- 
; ropean Union's Helsinki summit in De- 
-cember as possible new members, Lithuania 
may have done most to make itself generally 
acceptable. It has tilted itself out of the Rus- 
sianorbit into the western one. It has settled a 
niggling border dispute with its Baltic neigh- 
bour, Latvia. It has accommodated Poland, 
_ with which it has warm relations, over its 
_ ethnic-Polish minority. Ithas even managed 
_ to keep on good terms with Russia, despite a 
bloody history of Soviet occupation. 

While Russia still occasionally squabbles 
with Estonia and Latvia over their treatment 
of ethnic-Russian residents, Lithuania gets a 
softer ride. Demography helps: ethnic Rus- 
-sians make up only 9% of Lithuania's 3.7m 
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people, while in each of the other two Baltic 
countries they still count for about a third. 
Lithuania has also earned a smile from 
the Kremlin by trying to help the Russians 
over Kaliningrad, the poor little Russian en- 
clave tucked between Lithuania and Poland 
on the Baltic coast. As the rest of the region 
rushes to embrace Brussels, Lithuania's for- 


‘eign minister, Algirdas Saudargas, is keen to 









make sure that Kaliningrad is not forgotten. 

In many ways, Lithuania encapsulates 
the difficulties faced by an ex-Soviet country 
keen to balance its obligations as an aspirant 
EU member with its loyalty toold friends. For 
example, itis committed to strengthening its 
border controls as a prelude to zu member- 
ship, which will give Lithuanians free access 
to the rest of the eu. However, Lithuania also 
wants to continue letting people from Kali- 
ningrad visit Lithuania without visas, partly 
in order to increase trade with them. This 
raises tricky questions for the eu about the 
policing of its perimeter. Eventually these 
will have to be resolved. 

Or take the border with Belarus. Most 
top Lithuanians think its president, Alex- 
ander Lukashenka, is a bit mad—and cer- 
tainly a bad influence on the region. People 
from Belarus’s bullied opposition find sanc- 
tuary in Vilnius, Lithuania’s capital, But even 
so, the cautious Lithuanians are polite to Mr 
Lukashenka in public. They neéd Belarus as 
a trade conduit with Russia—and they hope, 
one day, that it will be a big market for Lithu- 
anian goods. For now, however, business 
moves the other way: cigarettes, alcohol and 
drugs, are smuggled in from Belarus through 
the thick forest along the border. Thousands 
of illegal immigrants slip in too. 

Now that the ev has put Lithuania on its 
list of would-be joiners, the country is as 
keen as ever to join Nato. Its small, ill- 
equipped army already does some peace- 
keeping. Recently it set up a joint force with 
Poland, which joined Nato last year, with 
the snappy name Litpolbatt. The govern- 
ment saysit will raise defence spending from 
its current 1.5% of Gpp to. 2% by 2001, 

Although the government is flush with 
pleasure at the Ev's invitation in Helsinki, 
many ordinary Lithuanians are not so keen. 
“Of course, like the Poles, we'll have a pro- 
blem with foreigners buying our land,” says 
one minister wryly, before adding candidly: 
“Our problem is finding someone to buy it.” 
Even the more hopeful Lithuanians do not 
expect their country to join the ev before 
2007, and their most influential newspaper 
says that 2015 may be a more realistic date. 

It may seem odd that, as the government 
exults, many of the people sulk. Some opin- 
ion polls say that support for ev member- 
ship has dropped from 60% in1998 toaround 
40%. Much ill-will has been caused by Lithu- 
ania’s decision, under duress from Brussels, 
to close the country’s. huge nuclear-power 
plant at Ignalina by 2005, It produces 80% of 
the country’s electricity.: Without it, Lithua- 
nians will have to import most of their en- 
ergy, perhaps in the form of gas from Russia. 
Despite the rapprochement with Moscow, 
that prospect makes many Lithuanians feel 
queasy—and angry at what they see as the 
Ev’s lack of sympathy and failure to provide 
more handsome compensation. 
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. been a great success with the public. 


; main non-Communist rival, suffering 


| things go badly thereafter, the world 


| finger on the nuclear button, 


PIES are good at concealing their motives. Presumably Vladimir 

Putin, acting president of Russia since January ist, most of 
whose working life has been spent on active service for the kes, is 
no exception. Does he come to power with the bottled-up energies 
of a hitherto frustrated reformer, determined to take Russia into 
Europe? There is some evidence for it. Or does his heart lie in the 
paranoid, ruthless old world of the cold-war Soviet security ser- 
vices? There is evidence for that too. Or is he in reality a Kremlin in- 
sider, a crafty new-Russian power-broker who revels in sleaze and 
arm-twisting? Also quite possible. 

Any one of these three faces could be the real Mr Putin, the oth- 
er two just political disguises. The former spy’s extraordinary rise 
to power certainly demonstrates his ability to give his masters 
what they want: loyalty, efficiency, and a polite nod of apparent 
agreement. What he himself really 
thinks, however, is the big question 
now facing Russia and the world. 

What is clear is that Mr Putin cur- 
rently enjoys both huge power, and 
huge popularity. Enfeebled by ill- 
health and public disdain, President 
Boris Yeltsin, who announced his resig- 
nation on December 3ist, rarely used 
his constitutional powers to the full. 
Mr Putin will be different. The war in 
Chechnya, which he has waged with 
undisguised enthusiasm since becom- 
ing prime minister last August, has 


The presidential election, now set for 
March 26th, looks to be a formality, 
with Yevgeny Primakov, Mr Putin's 


a seemingly fatal loss of support this 
week as a big chunk of his party swung 
behind the acting president. Even if 


faces four years with President Putin’s 


Although Mr Putin's official bio- 
graphy is sketchy, far more is known 
about him than about most of the 
shadowy Kremlin henchmen—chiefly 
Mr Yeltsin's daughter and her friends— 


~ who have in effect been running Russia. One important Kremlin 


figure, an oil tycoon called Roman Abramovich, is so camera-shy 


~ that when attention focused on him last summer, one Russian 


newspaper offered a prize to anyone who could unearth a photo- 
graph of the man. 
» Contrast that with Mr Putin. For someone who affects reti- 
cence he has proved remarkably camera-friendly. Pictured the 
other day flooring his opponents in a judo contest, he meets Rus- 
sians’ yearning for a leader who is physically fit: Mikhail Gorba- 
chev aside, they have not had one for years. In battledress, visiting 
the front in Chechnya, for example, he plays the military man. He 
takes care to appeal to liberals too, meeting writers, criticising the 
scandalous conditions in prisons, and even laying flowers on the 
grave of Andrei Sakharov, the icon of human rights. On taking of- 
fice, he declared encouragingly that free speech and private prop- 
erty were the fundamentals of a civilised society. 

Nor, not being one, does he sound like a politician. Mr Putin 
speaks in a clipped, matter-of-fact style, a world away from the 


Vladimir Putin, Russia's post-cold-warrior 








wordiness of Mr Gorbachev, or Mr Yeltsin’s earthy and often inco- 
herent utterances. That goes down well too. 

So much for impressions. But what will his arrival in power 
mean in practice? Mr Putin’s track record is so ambiguous that 
there are at once grounds for hope, despair and panic. With his 
firm grip, he might well be the man to tackle Russia’s lawlessness, 
which isat the rootof its economic misery; indeed,on January 6th, 
he signed a decree ordering the security forces to concentrate more 
on organised crime and terrorism. If gangsters were put in prison 
rather than in govemment, and if corruption were the exception 
rather than the rule, and if courts protected property rights, Rus- 
sia’s prospects would be immeasurably brighter. 

Mr Putin certainly has some of the necessary qualities. He un- 
derstands the dimensions of Russia's backwardness: it would take 
GDP growth rates of 8% a year for 15 
years, he noted recently, just for Rus- 
sians to reach the living standards the 
Portuguese enjoy today. He has lived 
abroad, in his days as. a spy probably 
crossing a lot into West Germany 
from his base in Dresden, East Ger- 
many. And he was a leading econ- 
omic aide to the St Petersburg munici- 
pality, in its liberal heyday. 

That is all heartening as far as it 
goes. But his background suggests that 
Mr Putin may be keener on modernis- 
ing Russia than on democratising it. 


tic successor, the Federal Security Ser- 
vice, in August 1998, he revealed: no 
enthusiasm for reforming it. It re- 
tained its secretive and bullying hab- 
its—tormenting — environmentalists, 
for example—while showing no zeal 
for hunting down the assassins of Ga- 
lina Staravoitova, a human-rights 
leader gunned. down in 1998. 

For all his fluent German and 
time spent abroad, Mr Putin’s ideas 
about the rest of the world seem pret- 
ty old-fashioned. In a speech last 
month praising Russia’s security ser- 
vices, he declared: “Several years ago 
we fell prey toan illusion that we have noenemies. We paid dearly 
for this.” Under pressure, he retreats into Soviet-style bombast. 

An authoritarian is an unappetising prospect for outsiders. 
For now, though, this may be the best they can hope for. Yet there 
are two Outstanding worries. One is that his military enthusiasms 
will prope! hinto further recklessness and excess, as they have al- 
ready done in Chechnya. The other is that he is, in fact, something 
of a mediocrity.xGs talent-spotters seem not to have thought him 
worth bringing back from Germany to a top job in Moscow. His 
stint in St Petersburg ended amid much disappointment with the 
city’s government. As a Kremlin bureaucrat, he made no great 
mark, As prime minister, he tolerated corrupt and incompetent 
ministers. Apart from letting the generals loose in Chechnya, 
which although popular so far in Russia has not brought the 
speedy victory he promised, Mr Putin seems to have achieved r 
markably little. If the war-fever that has stoked his popula; 
turns to war-weariness, and Russians begin to take agains 
what might he resort to then? 
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BRITAIN 


Get with the project, Ma’am 


Inside Blair's big tent 


More than half the British public think it was wrong to build the Millennium 
Dome. Will this damage the government? 


HE Millennium Dome was always in- 

tended to be a symbol. Tony Blair says 
that it is meant to “show Britain as a country 
confident about the future”. The prime min- 
ister’s critics have suggested that it is actually 
a metaphor for the whole New Labour pro- 
ject: a large, grandiose exterior was commis- 
sioned, and only afterwards did anyone 
think about what to put inside it. The dome 
also gives literal meaning to one of the 
phrases applied both to New Labour and to 
the Clintonites in the United States. They are 
said to practise “big tent” politics, in which as 
many people and groups as possible are 
signed up to the cause. On the opening night 
of the dome, even the queen seemed to be 
briefly enlisted as an extra in the New La- 
bour project. 

But the lukewarm reception for the Mill- 
ennium Domeis threatening to reflect on the 
government. Rather than providing a show- 
case for a modern country and a dynamic 
government, it is being widely condemned 
as an incompetently run disappointment. A 
MORI poll commissioned for The Economist 
this week shows that the British public seem 
underwhelmed: 56% of respondents thought 
the dome should never have been built;only 
+0% were prepared to pronounce it a success; 
Ordef-Wwer than 40% of those asked agreed 
sales@st Blair's assertion that the millenni- 

ingcelebrations in Britain displayed 
ase of “confidence and optimism”. 
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If the dome was meant to generate a “feel- 
good” factor, it seems—so far—to have 
failed. 

Part of the problem is that the dome was 
over-sold from the beginning. Mr Blair de- 
clared that it would be “the greatest show on 
earth”. It would enter the history books 
alongside the Great Exhibition of 1851, which 
heralded the industrialisation of Britain,and 
the Festival of Britain of 1951, which captured 
the mood of national revival after the second 
world war. On millennium eve, the prime 
minister had predicted, the eyes of the world 
would be on London. Greenwich, the site of 
the dome, was proclaimed as “the home of 
time” and therefore the natural focus for the 
world’s celebrations. The biggest and best 
fireworks demonstrations in the world 
would be along the banks of the Thames. 

The fireworks were indeed memorable 
and spectacular. But it was notable that the 
European editions of both Newsweek and 
Time featured photos of the Eiffel Tower, il- 
luminated by fireworks, on their millenn- 
jum covers. An atmosphere of low farce 
hung over the celebrations in London. The 
London Eye, a giant ferris wheel near the 
Houses of Parliament was declared open by 
Mr Blair, but had already been declared too 
unsafe to operate that night. It is not expect- 
ed to be operational until the beginning of 
February. A promised “river of fire”, shoot- 
ing along the Thames, never materialised. 





And thousands of guests for the dome’s 
opening night failed to get their tickets on 
t:me,and had to queue for hours ma freezing 
tube station. Since these unfortunates in- 
cluded many s-list celebrities and opinion 
formers, such as the director-general of the 
spc and the editor of the Guardian, the 
dome was off to a bad start in the battle to 
win over public opinion. 

Once inside the big top, seme of the 
cpening-night guests were aghast to find 
that they had been handed tokens entitling 
them toa free drink of “Five Alive”—a sort of 
fruit juice. As they struggled to exchange 
these for champagne in time for midnight, 
fights broke out at the bars. The minister re- 
sponsible for the dome, Lord Falconer, hasis- 





Thumbs down 
Do you think that the government was 
right or wrong to build the 


Millennium Dome? % 
Right 35 
| Wrong 56 
Don't know 9 


pee airi Ae Coen eee ee ee Se 
As you may know, the Millennium Dome 
opened on new year’s eve. From what you 
know or have heard, do you think it has or 
has not been a success so far? 


Has been a success 38 
Has not been a success 37 


| Don't know 25 


peal Se! WR | SS 
Do you agree or disagree with Tony Blair 
that the Millennium celebrations reflect 

a “sense of confidence and optimism” 

in Britain? 


Strongly agree 11 
Tend to agree 28 
Neither agree nor disagree 11 
Tend to disagree 29 
| Strongly disagree 18 
Don't know 3 





| Note: 502 telephone interviews conductec on January Sth-6th 
Margin of error, + or - 4%. Date weighted to population profile 
| Source: MORI 
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sued a public apology for the chaos. All par- 
ties to the shambles—the government, the 
police, the New Millennium Experience 
Company—havespentan undignified week 
trying to shift the blame. 

The troubles of the dome continued 
once it opened to receive paying guests. Even 
some people who had been big supporters of 
the project pronounced themselves disap- 
pointed. Polly Toynbee, a journalist, wrote 
that: “It is a deep disappointment. It doesn’t 
work on any level, from the purchase of a 
cup of coffee to any bit of really good fun.” 
Other commentators were equally down- 
beat. In retrospect, the warnings of Stephen 
Bayley, a designer who resigned early from 
the project, seem prescient. Mr Bayley had 
given a warning that the design of the dome’s 
contents was too dominated by the concerns 
of sponsors and politicians, and lacked asin- 
gle, creative overlord to give it coherence. Ma- 
ny of the 14 “zones” have been criticised for 
preachy content and tacky presentation. 

All this irritation may disappear. The 
British have a well-deserved reputation for 
knocking people and projects that they have 
previously built up. Some visitors seem to 
like the dome. The Body Zone has drawn fa- 
vourable notices and long queues. The logis- 
tical problems may be ironed out. The 
dome’s opening times have already been ex- 
tended toallow more people to visit the most 
popular “zones”, and more staff (and stilt- 
walkers) are now on hand to entertain those 
caught in the notorious queues. 

To some extent the government is pro- 
tected against a backlash by the fact that the 
project was originally conceived by the last 
Conservative government—although Mr 
Blair could have cancelled it when he came 
to power. Michael Heseltine was the Tory 
minister who originally did most to launch 
the dome. He was there with Mr Blairon new 
year’s eve, and pronounced the whole event 
a triumph. Since then he has fallen suspi- 
ciously silent. 

In fact, many Tories feel that the dome 
has already been unfairly exploited by New 
Labour for propaganda purposes. The shad- 
ow spokesman for culture, media and sport, 
Peter Ainsworth, laments the way in which 
the queen was roped into “a New Labour 
spectacular”. Mr Ainsworth also dislikes the 
“pedagogic” approach in most of the zones. 
Many of them reflect themes close to Mr 
Blair's heart, such as lifelong learning and 
flexible working skills. 

Mr Blair has nailed his colours firmly to 
the dome’s (dozen) masts. In the face of the 
criticism, the government even rashly prom- 
ised to make London the world centre for fu- 
ture new year’s eve celebrations, a pledge 
that will annoy the Scots. But the Tories will 
be hoping that the current sense of public 
disillusionment with the dome may take 
some of the gloss off the whole New Labour 
project. 
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Funny money at the dome 


EW LABOUR has long had an un- 

easy relationship with the City. It is 
not quite as at home in the financial world 
as the Tories are, but it has tried—rather 
successfully—to steal the Tory clothes of 
fiscal responsibility. This ambivalence 
about the City is reflected in the money 
zone of the Millennium Dome. 

The exhibition, as its “Money” moni- 
ker suggests, is squarely aimed at the 
masses. It has the curious air of a wartime 
propaganda reel disguised as public edu- 
cation and entertainment. It may succeed 
in entertaining, but in its educational mis- 
sion it veers oddly between inaccuracy 
and spurious specificity. Oddest of all, for 
anexhibition that is meant tocelebrate the 
great trading and financial history of the 
City of London, which stretches well back 
into the Middle Ages, it dwells a great deal 
on policy changes introduced by New La- 
bour in the past two years. The govern- 
ment did not design the exhibition, which 
is largely sponsored by the Corporation of 
the City of London—although one of the 
team behind the money zone is the son of 
a Labour minister. 

The experience starts with a trip 
through plastic arches backed by £1m- 
worth of £50 notes (all, sadly, with “can- 
celled” in their watermarks). Punters get to 
spend £1m ($1.63m) before entering a hot- 
house (one of the few warm spots in the 
dome), showing how excessive spending 
can “overheat” the economy. To underline 
the joke, Trevor McDonald, Britain’s best- 


Inside the money zone 





known newsreader, appears on television 
reading an imaginary news bulletin, 
about how this excessive spending has 
overheated the economy toa critical level. 

But relax. The next, calmer area, with 
blue walls inscribed with the names of 
different currencies, is supposed to con- 
vey the way the markets would prevent 
this nightmare scenario. Next is a confus- 
ing corridor with video images: Manches- 
ter United scoring a goal, Bill Clinton hug- 
ging Monica Lewinsky, and Tony Blair, fist 
clenched, looking determined (twice). The 
visitor infers that these events have an ef- 
fect on the economy, but is not quite sure 
what. Over a garbled soundtrack, one 
word is clear: “responsibility”, uttered by 
Mr Blair. Oddly, Gordon Brown, the chan- 
cellor, is nowhere to be seen. 

Lastly, spenders get to invest. In a 
game, they have to choose whether to put 
£10,000 of 1980 money into a bank ac- 
count, a house deposit, equities, a pension 
or life assurance. Some of the quoted re- 
turns from these investments seem rather 
odd, such as £140,000 “or nothing” from 
equities—a rare occurrence. Surprisingly, 
given the tax advantages, pensions are 
said to do worse than equities, returning 
£125,000. Astonishingly, life assurance 
comes out top, generating £190,000 (per- 
haps you have to die to collect). These re- 
sults are a little worrying: will thousands 
of people rush off to buy life assurance, 
thinking it the best investment? 

A round-up at the end fails to clear 
things up. A share “is a por- 
tion of what a company 
thinks it is worth.” Really? 
Schoolmaamish admoni- 
tions about avoiding crooks 
betrays the influence of New 
Labour, and its regulatory 
creation, the Financial Ser- 
vices Authority. The stake- 
holder pension, another New 
Labour fad, is explained in 
detail. 

Finally, in true Blitz spirit, 
Frankfurt’s stock exchange 
gets a mention as “the largest 
of Germany’s exchanges”. 
However, “more people 
work in the City of London 
than live in Frankfurt.” This is 
true only if the City is taken to 
mean the entire London fi- 
nancial-services industry. 
The shame is that the City of 
London has a great and fasci- 
nating history and is a huge 
national asset. Political spin 
just diminishes it. 
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Prisons 


The last straw 


Privately run prisons are proving to be cheaper and often more humane than 


“to the public sector? 


HE chief inspector of prisons, Sir David 
-Ramsbotham, is no bleeding heart. An 
ex-soldier, appointed by Michael Howard, 
<: the famously tough-minded Tory home sec- 
retary, he has a robust attitude to prisoners. 
So. when he condemns conditions in two 
London prisons as “evil and rotten” and 
“overshadowed by a pervasive culture of 
fear”, he deserves a close hearing. 

Over the past year, his forthright reports 
have told of serious assaults by prison offi- 
cers ‘on prisoners, gross overcrowding, ram- 
pant drug abuse and appalling standards of 


. _ hygiene. Other abuses include prisoners be- 


ing locked in their cells for up to 23 hours a 
day and denied work, educational and rec- 
reational opportunities. 
Sir David knows what he is talking 
~ about. Inspections by his teams, staffed in 
` part by former prison governors, are pains- 
` taking, and last a week or more. At Wands- 
worth in December he reported that there 
was “a climate of intimidation” towards 
both inmates and staff who attempted to in- 
troduce reforms. At Wormwood Scrubs, Sir 
David said that successive governors and di- 
rectors of the prison service had turned a 
blind eye for many years to abusive treat- 
ment of inmates. Twelve prison officers have 
now been charged with assaulting inmates. 


Other problems in the prison system are 


~ hardly less pressing. The governor of Brixton, 
another London prison, last month threat- 
ened to turn away prisoners with health pro- 
blems because conditions were so bad at the 
jail and medical services were in danger of 
collapse. 

There is a familiar routine that follows 
such devastating reports: assurances are giv- 
en that reforms are already under way and 
further changes will be introduced. Minis- 
ters, meanwhile, reiterate that they are no 
longer prepared to tolerate such conditions. 
But change is painfully slow and is often re- 
sisted by the Prison Officers’ Association, the 
deeply conservative union representing 
guards. Years pass by. 

Yet there is an obvious way of improving 
matters in bad prisons such as Wormwood 
Scrubs, Preston and Feltham: bring in priv- 
ate-sector management. Since the Wolds re- 
mand centre, the first privately managed pri- 
son, opened at North Humberside in 1992, 
the record of privately run prisons has been 

. impressive. While costing about 10% less 
«othan publicly run prisons to operate, they 
-provide conditions comparable to the best 
in the country. There are now seven prisons 
‘operated under contracts, closely super- 
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_ prisons run by the state. So why is the home secretary returning some prisons 





vised by the Prison Service. 

In repeated reports, Sir David has drawn 
attention to the good practice he has seen 
during his inspections. In a report last year 
on the privately run Blakenhurst prison near 
Redditch, operated by ux Detention Ser- 
vices, Sir David singled out for praise the atti- 
tude of its staff towards inmates. He said 
there were “stark contrasts” between its 
“positive and healthy” regime and the near- 
by publicly run Winston Green prison 
which was “grossly overcrowded” and. 
where staff-prisoner relations were tense. 
“In too many public-sector prisons, there isa 
residue from the past of a spirit of confronta- 
tion,” said the chief inspector. 

Critics of privatisation point to the fact 
that several of the private prisons had seri- 
ous problems shortly after opening. For ex- 
ample, Parc, a prison near Bridgend, had two 
suicides and experienced a mini-riot in its 
first six months of operation. But similar pro- 
blems occur in many new prisons, whether 
privately or publicly managed. The first year 
is always a difficult time before relations be- 
tween staff and inmates settle into a routine. 

The chief inspector of prisons is shortly 
to report on two new prisons, Altcourse near 


prisoners have to be locked up for longer and 


ducted was so opaque that it is impossible to _ 


























































Significantly not a single education lesson or 
evening activity has been cancelled over th 
past year in either prison. That record 

trasts sharply with frequent cancellati 

many publicly run prisons caused by stal 
shortages aggravated in recent months by 
strikes over a pay claim. The result is tha 


longer periods in their cells. 

Given this record the home secretary. 
Jack Straw, might have been expected to. 
press ahead with privatisation. In fact, he ap- 
pears to be doing the opposite. Buckley Hall, 
a prison specialising in training young adult 
prisoners near Rochdale, which has been 
operated by Group 4 since June1994, is now 
being brought back under prison-servic 
control. The private-sector company lost the. 
contract even though the prison was de- 
scribed by the chief inspector ef prisons as 
“thoroughly good” and praised for setting“a_ 
shining example”. In his report on the prison 
published in May 1997, Sir David noted that: 
its. treatment of prisoners was: “better:and 
more imaginative” than that of many pub- 
lic-sector prisons. A Board of Visitors report, 
published less than three months ago, co 
firmed that Buckley Hall was “a good prison 
still improving”. 

Why then is this “model prison’, to the 
dismay of staff and inmates, being returned 
to public control? Jim Harrower, Group 4 
executive vice-president, says he is as 
ished by the outcome. No less odd, Prisc 
Service staff are reported to have predictec 
the result as soon as the home secretary an 
nounced that in-house bids were to be a 
lowed nearly two years ago. 

The way the tendering prosess was con 








know the precise reasons why the Prison Ser- 
vice Board awarded the contract to its own 
in-house bid; Even today it is refusing to re- 
lease the details on grounds of commercial 
confidentiality. But the fact that the winning 
bid was led by the Prison Serviee’s own de 
uty director-general underlines the need f 
both greater openness and independence i 
the decision process. To have the Prison Se 
vice decide on a bid by one of its own ofi- 
cials hardly smacks of fair competition. = 
Was it a political fix? There is certainly a 
smell of it. The home secretary has already 
changed his mind once on the merits of priv- 
ate prisons. Before the last election, he at 
tacked the idea as “morally repugnant’ onh 
to change his views in office when he gave 
the go-ahead to the construction of several 
more private prisons. But for the past year. 
there has been a hiatus. Given the disgracefu 
conditions that still exist in many British pri- 
sons, Mr Straw needs to give alead and an=- 
nounce a much more positive attitude to. 
private-sector management of prisons. n 






















TiSnotonly whatyou say. itis also how and why you say it. This 
is the moral William Hague should derive from his tum-of-year 
battering at the hands of so many top Tories. In recent weeks a 
chorus of senior Conservatives has joined the refrain that the Tory 
leader is taking his party to the far-right. A former chancellor, Ken- 
neth Clarke, said that Mr Hague was in thrall to “way-out ideo- 
logues” and risked consigning the party to decades in opposition. 
A former prime minister, John Major, said that the party would 
face “ruin” if in moving right it failed to broaden its appeal. Steven 
Norris, a candidate for London mayor, said that a hard-line, right- 
wing, law-and-order Conservative Party could never return to 
power. Lord Howe, the former deputy prime minister whose resig- 
nation speech helped do for Marga- 
ret Thatcher in 1990, complained 
that even the Iron Lady had presid- 
ed over a “big tent” in opposition, 
with a balance of opinions repre- 
sented inside her shadow cabinet. 
“Far be it for Bagehot to defend 
» Mr Hague from this charge of mov- 
dng to the far-right. Maybe he has; 
maybe he hasn’t. Theimprecision of 
his positioning is an indictment in 
itself, After 1997, Mr Hague had 
seemed to be leaning towards a Brit- 
h variant of the “compassionate” 
conservatism that has worked well 
for George W. Bush in America. Last 
-year brought a change. He sacked 
the penitent Peter Lilley, apparently 
for trying to soften some of the hard- 
er edges of Thatcherism. By making 
the ferocious Ann Widdecombe 
shadow home secretary, he made it 
impossible for the Tories to exploit 
public disenchantment with New 
Labour's own authoritarian streak. 
Then he let Lady Thatcher tum Oc- 
tober’s party conference in Black- 
pool into what looked on television 
like a rally for General Augusto Pi- 
nochet, Chile’s former dictator. 





















William Hague, extremist 


rope. This (con)fusion of right-wingery with Euroscepticism is of 
course music to the ears of New Labour. But since when, in history 
or in logic, has Euroscepticism had to entail being on the right? 

it pains Bagehot to show his age. But it seems only yesterday (it 
was 1986) when Labour was opposing the Single European Act and 
(1983) advocating British withdrawal from the European Commu- 
nity. Itis not long since large swathes of the Labour Party saw Euro- 
pean integration as a conspiracy of bosses against workers, a posi- 
tion that was surely no less fanciful than Lady Thatcher's 
slow-dawning conviction that the European integration she had 
initially supported was in fact a conspiracy to impose socialismon 
acountry she had purged of the affliction. One reason for Labour’s 
change of mind in favour of the Eu- 
ropean project was merely Lady 
Thatcher’s change of mind in the 
opposite direction. The balance of 
opinion inside the parties changes; 
their calculation of. opportunity 
changes. At present, for example, 
Labours theorists seem unsure 
whether they support “Europe” for 
reasons of economic efficiency (we 
must complete the single market) or 
to hold market forces.at bay (only by 
acting in concert can governments 
beat speculators). 

Mr Hague is entitled to feel all 
the more traduced given the pains 
he has taken to explain that his 
Euroscepticism does not extend as 
far as a desire to withdraw. Unlike 
Mr Blair, who promises to adopt the 
euro as soon as he judges conditions 
right, Mr Hague insists on waiting 
through at least one Parliament be- 
fore delivering a verdict. He is more 
alarmed than Mr Blair admits to be- 
ing by the possibility of ever-closer 
union diminishing Britain’s ability 
to govern itself. Such fears may be 
wrong, may be right, but they are 





As it happens, a close examina- 
tion of Tory policy does not support the charge of a wholesale drift 
| to the far-right. Mr Hague’s most “far-right” policies are a promise 
to cut taxes as a share of national income, to stop the benefits of 
people who refuse to accept a job after being unemployed for 
more than two months, and to defend an existing law preventing 
schools from “promoting” homosexuality. But Mr Hague cannot 
expect voters to care about details if, by putting the wrong faces in 
the wrong places, or by bungling televisual set-pieces such as the 
annual conference, he gets the overall tone so wrong. 

Mr Hague has made these troubles for himself. But there is one 
“_aspectof the recent attacks on him thatis unfair. This is the insinu- 
ation of some of his critics that in British politics being sceptical 
about the European Union is automatically tantamount to being 
on the “right”, or even on the “far-right”. Shaun Woodward, a for- 
mer Tory Mp who recently joined Labour, gave tax-cutting, sexual 
intolerance and hostility to Europe as the three things that drove 
him out of the party, as if these positions were all of a piece. Mr 
Clarke’s-criticism of Mr Hague’s rightward drift included an ap- 
peal to the Tory leader to abandon his “mad obsession” with Eu- 











not necessarily “right wing”. 

It is also bizarre for Mr Hague’s 
Tory critics to argue that his Euroscepticism is damaging the party’s 
electoral prospects. On the contrary, Europe is about the only issue 
on which the Tories and the British electorate seem to be in agree- 
ment. Despite Mr Blair’s huge lead in the polls, the Tories won last 
year’s elections to the European Parliament. To chuck away the 
one issue that works in favour of his party, would be the real mad- 
ness for Mr Hague. 

Remember, though, that it is not only what you say. It is also 
how and why you say it. Tory Euroscepticism arises from a multi- 
plicity of motives, ranging from technical objections to monetary 
union, through concern about sovereignty. and democratic ac- 
countability, to distrust of internationalism and anxiety about the 
preservation of the nation in all its presumed greatness. At some 
point along this spectrum of motives, the respectable reasons for 
scepticism give way to less respectable ones, shading at the ex- 
treme into straightforward xenophobia. Mr Hague should know 
by now that the reasonable detail of his European policy will not 
save him if he allows his party’s more strident Eurosceptics to 
drown the message out. 
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- capital arm, CyberWorks 















1. HONG KONG 


[he messiah of cyberasia 


-One of the world’s largest Internet companies has suddenly emerged in, of all 


places, Hong Kong 


NODD thing happened last month, just 
before Christmas. A Hong Kong firm, 
-» only’ eight months old, run by the 33-year- 
old'son of an old-style property tycoon and 
< with a business plan that almost nobody 
fully understands, suddenly became one of 
the biggest Internet companies in the world, 
with a stockmarket value of $21 billion. Od- 
der yet: it might even deserve it. 
The firm is Pacific Century CyberWorks 
(pccw), a name still little known outside 
- Hong Kong. That will soon change, thanks to 
the vaulting ambitions of its founder, Rich- 
ard Li, and the billions of dollars he can mar- 
< shal behind them. ecew is assembling a sat- 
ellite-based broadband Internet network, 
modelled on America’s Excite@Home, 
with the aim of becoming the largest 
broadband Internet business in the 
„world. It has also built a venture- 


„Ventures, that has already in- 
vested $500m in cash and eq- ar 
i4 uity in nearly 30 companies. 

© They include big stakes in Soft- 
Net, a broadband data-provider 
passing 2.4m cable subscribers in Ameri- 
ca, and cmGi, an American-based venture- 
fund with a similar investment strategy. 
Pccw’s venture-capital investments alone 
are now worth nearly $2 billion. 

Ata rate of nearly a deal a week, pccw is 
putting together the pieces of what could 
soon be one of the world’s biggest Internet 
~~ conglomerates. It is building the pipes— 

~ from satellite capacity and transmission to 
deals with the cable-television network op- 
erators that will reach individual subscrib- 
ers—to bring broadband data to millions of 
households in Asia. Itis buying stakes in doz- 
ens of companies that will fill these pipes 
with content and services, from portals such 
as Sina.com to Internet telephony, gaming 
and e-commerce. And it is starting joint ven- 
tures with heavyweights such as Hikari 
Tsushin, a leader in Japan’s booming mo- 
bile-phone industry, that may extend its 
reach to mobile multimedia as well. 

Overnight, pccw has become Asia’s In- 


__ternet darling. Bankers are falling over them- 


selves to praise it (although it suffered badly 
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in the stockmarket correction that pounded 
Hong Kong this week). The firm’s dealsin the 
past month, says Credit Suisse First Boston, 
have made it “the Asian e-infrastructure 
play”. Credit Lyonnais calls it an “all-in-one 
of Excite@Home, Yahoo! and cmai in Asia”. 
Lehman Brothers proclaimed that “an In- 
ternet star is born”. Not bad for a firm that, 
Credit Suisse notes, was a small telecoms- 
equipment distributor a few months ago. 

Is pccw really so magical? No firm could 



















be. It is not really eight months old—it just 
looks that way because Mr Li bought a small 
local firm called Tricom Holdings last May 
and used it to list the Internet ventures of his 
existing property conglomerate, the Pacific 
Century Group, which until then was best- 
known for winning a sweetheart deal from 
Hong Kong’s government to build an indus- 
trial park. Cyber-Port, as it is called, has 
moved to the periphery of the firm’s opera- 
tions—where it belongs. The Internet ven- 


added $5 billion or so to that. But in the spac 













































cures had been in the works for more thar 
two years; indeed, the first sige that some 
thing was up was when Intel paid $50m for 
minority share in Mr Li's Internet project i i 
early 1998. 

Noris Mr Li a newcomer to either satel 
lites or technology: he started Pacific Cen 
tury inigg3with the billion dollars he got for 
selling Star rv, his first media ventureand to- 
day the leading satellite broadtaster in the. 
region. He has a degree from: Stanford in: 
computer engineering. And there is the small - 
matter of his father, Li Ka-Shing-Hong Kong's: 
richest tycoon and a force intelecoms thanks | 
to his ownership of Hutchinson Whampoa, 
which last year made a fortune selling its. 
stake in thé Orange mobile network in Brit- 
ain to Germany's Mannesmann. The elder. 
Mr Li has virtually no part in pccw: yet few. 
names carry more weight in Asia. When he 
started in business the younger Mr Li's arro- 
gance made him plenty of enemies, but h 
has since grown up, discovering his inner 
geek along with a softer style. 

The younger Mr Li was already 
wealthy man when he started: last yı 
Forbes ranked the Li family peath richest in 
the world, with about $13 billion. The elder 
Mr Li’s canny trading last year probabl 





of only a few months, Mr Li junior has near. 
ly equalled his father. Sohaib Umar, an: 
analyst with Credit Lyonnais Asia, 
calculates that the junior Mr Li owns. 
54.5% of pccw, a stake that is now. 
worth nearly $9 billion. Add his. 
property and other investments 
and the total may exceed $12 bil- 
lion, not counting his share of the. 
family wealth. 

In any case, it iseasy to mak 
too much of the family connec 
tion. Pccw is motan outpost of the 
elder Mr L's empire, nor is it: 

-dalliance of an indulged son (th 
elder Mr Li’s sole financial contrib 
tion was to invest $6217 to help set 
Star tv inthe early 1990s). But. 
younger Mr Li did inheritone trait tha 
has served him well:aknackfor deal-mak 
ing perfectly tuned to the frantic pace of : 
the Internet. Aides describe him negotiatin 
billion-dollar deals in a few hours, sealing 
clauses with rapid fire (“Doref’) on a mix 
ture of instinct, experience and some of th 
best connections in the technclogy industry 
Having the chairman as chief negotiator 
has allowed pccw to react to openings ag” 
nimbly as any startup: in the dot.com indus-.. 
try these days, the ability to invest and strike 
alliances quickly counts for more than sol- 
diering on behind a solid business plan. That 
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might make pccw sound like Japan’s Soft- 
bank, but it is not. Unlike the phenomenal 
Internet investor, PCCW aims to build a real 
business, not just a portfolio. 


Anew star dawns 

Yet in pccw’s core broadband-access busi- 
ness, doubts remain. On the face of it, there is 
something counterintuitive about pccw’s 
dream. It wants to bring broadband Internet 
access to all of Asia (mainly China, India and 
Japan) via televisions and interactive set-top 
boxes. This is natural enough for Mr Li: take 
his old Star rv business plan, replace “televi- 
sion” with “broadband Internet” and you 
would not be far off. But Star is thought to 
have lost more than $600m in less than a de- 
cade and is still losing money. Asian viewers, 
like European ones, turn out to have a taste 
for expensive local programming. Most also 
refuse to pay for content. They are, needless 
to say, poor—indeed, Mr Li's target audience 
is one of the least affluent in the world. 

By contrast Excite@Home’s consumers 
are rich. Yet the American company has 
fought to find customers for its own broad- 
band offerings. After four years, it has only 
about 1m subscribers and its business is only 
now taking off. Can Mr Li really thrive in In- 
dia and China when Excite@Home has 
struggled in Silicon Valley and New York? 

Bravely, Mr Li thinks that it can—and he 
might be right. Excite@Home suffered be- 





Li online 


cause American cable operators had neither 
the money nor the urgency to upgrade their 
own systems to carry two-way data. But 
broadband is taking off now because ATaT’s 
huge investment in cable firms has kick- 
started the market—and led to price compe- 
tition with telecoms firms that offer broad- 
band services over copper wires. 





Cars 


Wheels and wires 


All you need to know about the car industry as you head for this year’s 


Detroit motor show 


EXT week the world’s biggest motor 

show opens in Detroit to great fanfare: 
some $250m has been spent by exhibitors to 
convince the world that a century-old indus- 
try has a dynamic future; General Motors 
(Gm)alone has spent $50m on a huge display 
for its new models (see box on next page). 
However, two spectres haunt this feast. 

First, despite the booming domestic de- 
mand that has American factories working 
flat out, profit margins are shrinking for ma- 
ny vehicles. Second, the Internet is coming. 
The Internet allows car makers and, their 
suppliers to share information in real time. 
This, in tu, enables them to meet customer 
demands faster, just when the car industry is 
waking up to the need to become more re- 
sponsive by, for instance, building cars to or- 
der. The ensuing turmoil will change the 
structure of the industry. It could even let in 
complete newcomers. 

Already, the big car companies are under 
pressure to consolidate. The Detroit show 
will inevitably feed a rumour mill that is al- 
ready turning fast. This week Ford sent nego- 
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tiators to South Korea to discuss buying Dae- 
woo, which Gm has already bid for. Before 
Christmas, GM bought 20% of the Subaru car 
business of Fuji Heavy Industries. Renault 
confirmed on January 4th thatitisin talks to 
buy Samsung's bust car division. Elsewhere, 
DaimlerChrysler is still talking to psa Peuge- 
ot Citroén, while Umberto Agnelli (brother 
of the ruling patriarch, Giovanni) recently let 
slip that he still sees a partnership between 
BMW and Fiat as a marriage 


In Asia, Mr Li argues, the cable operators 
haveeven more reason toinvest: many of the 
households he wants to supply have no tele- 
phoneatall. Asian cable infrastructure, espe- 
cially in China, is newer and easier toconvert 
to two-way data than America’s, and where 
itis notin good condition (such as in India), it 
is cheaper to replace, thanks to lower labour 
costs. Overall, pccw hopes to reach more 
than 16m households by 2005, out of an 
Asian cable market of more than 160m by 
then. These will be mostly rich, urban 
Asians. There are an awful lot of these, even 
in otherwise poor countries. 

Within a few months, pccw will be able 
to prove its point. It plans to launch its ser- 
vice, initially as satellite-television channels 
with Webcontent, by mid-year. One test will 
be whether pccw can bring together enough 
compellingcontent to create a service people 
will pay for—something neither Cable & 
Wireless Hkt or Singapore Telecom has man- 
aged with their own broadband services in 
those cities. Their potential audiences, of just 
a few million, are too small to justify the doz- 
ens of expensive channels of local content 
required to attract viewers. 

Mr Li’s audiences will at first be even 
smaller and spread over even more dispa- 
rate cultures. Hence the venture fund, whose 
investments are intended to supply the con- 
tent that pccw cannot. Sometimes being a 
billionaire really does have its advantages. 
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companies traditionally make money only 
when utilisation is more than 80%. Yet car 
companies seem persistently to over-esti- 
mate future demand, leading to huge over- 
investment. 

Mergers are not the only response to this 
chronic problem. The Internet can help too, 
turning what is one of the stodgiest of con- 
sumer-goods industries on its head. Today it 
takes 60-100 days to make a car, from bend- 
ing the metal to delivering the vehicle to the 
customer. With such long lead-times, car 
companies push their vehicles out into the 
distribution network, based on guesses from 
dealers about what they will sell. 

Yet cars are most people's second-biggest 
purchase. They are therefore willing to spend 
time online to seek out the best deals. If car 
makers can develop rela- 





made in heaven, no matter 
how difficult it has proved 
to bring it about. 
Consolidation is partly 
driven by overcapacity. A 
new study of the car indus- 
try by Pricewaterhouse- 
Coopers (pwc), a consul- 
tancy, points out that 
average worldwide plant 
utilisation is only 69%, com- 
pared with 80% in 1990. 
Such an imbalance under- 
mines profits, because car 
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tions with consumers via 
the Internet, they can re- 
spond more directly to de- 
mand. That in turn would 
mean that the limited lean- 
production revolution 
which swept through fac- 
tories in the 1990s could 
now be applied throughout 
production and distribu- 
tion. Manufacturers such as 
GM and Toyota are even 
dreaming of the “five-day 
car”, built to order. This 
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would enable them to slash billions 
from their inventories. Even before 
using the web, European makers 
such as Renault and Fiat have cut 
their order-to-delivery cycle to two 
or three weeks, with cars on the as- 
sembly line bearing transponders 
that describe their specification and 
details of the buyer rather than a 
dealer's address. 

Now that so much of buying a 
car can be done electronically, car 
companies are putting the remodel- 
ling of their dealer networks on hold 
while they work out what exactly a 
dealer’s role will be. And firms such 
as Autobytel and CarsDirect.com in 
America are already selling cars on 
their websites in collaboration with 
dealer chains, which will drive 
round with the car and the keys. 


The family effect 


The Internet may cause another, in- 
direct change. Governments have 
been a big brake on consolidation of 
the car industry, especially in Eu- 
rope where it is much needed. Because poli- 
ticians fear the unemployment that follows 
the closure of acar factory, they throw subsi- 
dies at firms such as Ford, Gm, Volkswagen 
(vw) and smw Rover. However, a less recog- 





nised brake on consolidation is family own- 
ership. The car companies partly owned by 
the Quandts (mw), the Agnellis (Fiat) or the 
eponymous Peugeot family are built ona tra- 
dition of patient capital. Now the Internet 


could be breeding some impatience 
among thecar dynasties. o o : 
Although ears “were the 
dot.coms of their day, the younger. 
ranks of the automobile dynasties 
of Europe are gradually realising 
that great-grandfather's booming. 
business is now probably consum- 
ing more wealth than it is creating 
Rumours of squabbles in the Peuge: 
ot family over a sale have eruptedin 
the trade press, only to be uncon- 
vincingly denied before Christmas 
In America, where the Fords own 
about 40% of the voting shares in, 
Ford: Motor, the family. remains . 
committed to the company, but is 
desperately seeking to use the In- 





yielding industrial greup into an. 
automotive-product and -service: 
company E 

Consider also what is about to 
happen at Fiat. The car company 
(30%-owned by zhe Agnellis) is cre- 
ating an Interne: portal, selling ev- 
erything produced noi just by Fiat, 
but also by the various industrial and finan=: 
cial interests of the Agnellis’ separate con- 
glomerate, Ifil. This may eventually lead toa 
merger of Iil with Fiat, qpening the door to. 
an outside investor being brought in to res- 








Losing its grip 


HE Chevrolet Traverse may look like a 

sport-utility vehicle, but to Joel Pias- 
kowski, a designer, it is “Chevy's reinven- 
tion of the traditional family sedan”. Half 
car, half truck, the Traverse is one of nine 
“concept” vehicles that General Motors 
will roll into Detroit’s motor show in a few 
days’ time. The new vehicles are designed 
to support the pledge made by Ron Zarrel- 
la, the president of Gm’s North American 
operations, that fully half of its forthcom- 
ing products will break new ground in de- 
sign, engineering or creature comforts. 

The car maker urgently needs some- 
thing special. As well as using fancy de- 
signs, GM is trying to tempt buyers with the 
promise, on January 4th, of a “loyalty” 
voucher, which will give anyone who ts in- 
| terested $500 off the price of a new car. In 
November its share of the American car 
market slipped to 27.2%, the lowest since 
the Depression, excluding years of strikes 
or wars, before climbing sharply in Decem- 
ber, to 30.3%. For much of 1999,GM blamed 
the decline on demand that outstripped its 
production capacity. But in recent months, 
cM has caught up with demand—and dis- 
| covered that many consumers don’t want 
its products. Gm assured the world that it 
i would thrive once 1998’s strike was out of 
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the way. “We have absolutely not delivered 
on our commitment,” lamented Harry 
Pearce, Go's vice chairman. 

After battling cancer for much of the 
past year, Mr Pearce is suddenly appearing 
all over town, insisting that top managers 
must be held “accountable”. It is not the 
first time this idea has popped up at Gm. 
But despite the company’s problems, few 
executives have fallen on their swords 
since the boardroom coup of 1992. If ru- 
mours swirling around Detroit are true, 
however, that could change. Gm’s chair- 
man, Jack Smith, offers less-than-heartfelt 
denials of an impending shake-up— 
though he dismisses talk of a hostile take- 
over as “beyond anything imaginable”, 

Mr Smith remains popular with the 
Gm board, and he has honoured at least 
one promise: to coax the North American 
car operations back into the black. Wall 
Street thinks Gm should earn $8.49 a share 
in 1999, up from $5.30 in 1998. But profits 
seem certain to dip in 2000, especially if, as 
expected, Gm chooses to fight for market 
share with costly incentives for car buyers. 

Those close to Mr Smith say he is hint- 
ing that it may be time to retire. Mr Pearce is 
seen as the frontrunner to succeed him, 
though Gm may yet reach outside. Either 


way, the next chairman will have to stir | 
things up. That may explain why the pub- 
licity-shy Mr Zarrella has seemed so edgy 
in recent weeks. As head of ‘the North: 
American operations and the:man who 
brought the marketing sxills of the pack- 
aged-goods business to cars, he is in the fir- 
ing line should cm's American market 
share slip further. Morecver, Mr Zarrella’s 
mentor and protector on.Gm’s board, John’ 
Smale, a former chairman of Procter & 
Gamble, will be retiring next year. 

Much as executives are trying to stay 
cheerful (“I'd caution you all not to panic,” 
urges Richard Wagoner, em's president), it 
is becoming increasingly difficult to keep a’ 
cool head. Officially, cm no langer sets a 
market-share target. But it was no secret 
that executives wantec the company’s 
market share to recover briskly after the 
strike. It hasn't; and if demand grows more. | 
slowly in the current yeaz, as many expect, 
even incentives tocustomers may fail tores < 
store GM’s position in the market. 

That is why cm will be hawking the. 
Traverse, along with other “innavative” ve- 
hicles going into production next year. For © 
all the bluster about brend management, 
GM is discovering a simple truth: nobody -` 
will buy your cars unless they like them. . 
Unless Gm’s new products hit the mark, 
the car maker’s market share wall continue 
to shrink, whether it likes it or not. 
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ternet to. turn self from a low- 





under a heavy dependence on the Italian 
market, a lack of scale and earlier diversifica- 
tion into difficult emerging markets such as 
Brazil. 

Emerging-market problems in turn pro- 
vide yet another reason to consolidate. De- 
spite hiccups in markets such as Brazil and 
Asia, the great game in car makingis to devel- 
op global reach. This is not just to achieve 
economies of scale but also to be present in 
the few markets that will grow fast—which 
means, says pwc, being outside North Amer- 
ica and Europe. 

The consultancy identifies two strategies 
for extending reach. Firms such as Renault- 
Nissan and DaimlerChrysler are striving for 
fairly balanced global production, meaning 
volume production across at least two huge 
` regional markets. The other strategy is that of 

GM, Ford, Toyota and vw, firms that have a 
¿strong home regional base, and are stretch- 
~ ingout for international business. The goal of 
vall is to make a couple of million cars off a 

single basic “platform” (the expensively en- 
| gineered floorpan), with its associated en- 
gine and transmission parts. So far only vw 
~ has achieved this with vehicles such as the 

Golf in its various guises. 

But soon this game too will change, 
spurred by changing production technology 
and by the Internet's promotion of customi- 
sation. Indeed, the industry may be moving 

_ beyond the conventional mass production 

“upon which its fortunes are based. Since the 

1920s, the way to makea car has been to con- 

` Struct a metal shell bearing all the stresses, 
based on load-bearing floors, pillars and 
panels hammered out by huge presses cost- 
ing millions of dollars. 

At volumes of over 250,000 this will 
probably remain the best approach. For 

“smaller runs, however, a new technique is 
coming in. With space-frames, car makers 
can clip extruded tubes or sections made of 
steel or aluminium on to a basic floorpan. 
Cheaper, lighter panels, increasingly made 
of plastic, can then be hung on this skeleton. 
With this approach, smaller production 
runs of models can become viable. 


New boundaries 


-Although there will be consolidation, all this 
novelty, from the Internet to space frames, 
-willalso change the boundaries of the indus- 
try. Wayne Bartel of pwc questions whether 
car makers need to do all the metal-bashing 
they now undertake. Already, there is a 
worldwide trend for car assemblers to farm 
out design and production of whole sub- 
assemblies, such as brakes, steering and sus- 
pension. He foresees a world where car firms 
_, are not so much car makers as the “vehicle 
brand owner ”.Companies such as Valmet, a 
‘Finnish engineering company with roots in 
~~ paper-making machinery, Magna,a Canadi- 
an parts company, and Steyr-Daimler-Puch 
: -in Austria are outsiders moving into the busi- 
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~ cuethe Fiat Autodivision, whichislabouring — ness of making cars for established makers 





such as Porsche and DaimlerChrysler. Mr 
Bartel thinks car companies might shed 
some of their assets to parts suppliers. 

None of these developments owes its 
origin strictly to the Internet. But it is the web 
that is galvanising change. A 100-year-old in- 
dustry, facing the challenge of replacing the 
petrol engine with expensive, cleaner alter- 
natives, such as fuel cells, needs all the ener- 
gy itcan get if it is to prosper and survive. 

EEEE PES wall 





Taxes 


Germany 
unlocked 


T IS one of the oldest tricks in the book: 

when news might be politically contro- 
versial, make it a footnote to a bigger story. 
Hence the burying by the finance ministry of 
an important change to tax laws for German 
companies amid a broad-ranging set of re- 
forms announced on December zist. Barely 
noticed at first beneath a slew of reductions 
in personal and company taxes, a single sen- 
tence announced that from January 2001 








German companies will nolonger be subject 
to 50% capital-gains tax if they sell equity 
stakes in other companies. Once (two days 
later) it had absorbed this, the pax stock- 
market index rose by 4.5%, with shares in big 
financial firms that hold most such stakes 
leading the way toa record close. 

That, of course, was precisely what the 
politicians had hoped to avoid, fearing a 
backlash against a reform that promises to 
overturn Germany’s existing industrial and 
financial structures. But their fears seem to 
have been misplaced. Muted opposition to 
the overall package of reforms makes it high- 
ly likely that Germany's tax regime will in- 
deed undergo its biggest shake-up in de- 
cades. Although German companies 
warmly welcomed the reforms, the truth is 
that they will be exposed tooutside compet- 
itive pressures as never before. 

Companies face two main changes. First, 
the basic rate of tax, excluding local taxes, 
will fall from 40% to 25% from January ist 
2001. That reduces firms’ current incentive to 












understate profits (and thereby reduce tax- 
es) by creative use of accounting rules on ad- 
justments such as depreciation. Analysts at 
Morgan Stanley Dean Witter, an investment 
bank, think this will add 3% to overall profits 
growth in 2001 and 2002, giving a significant 
boost to the German economy. 

The new capital-gains tax rules should 
have more subtle effects. The full extent of 
locked-up equity holdings in Germany is 
unknown, but certainly runs to more than 
DM200 billion ($106. billion). Many of the 
largest stakes are owned by financial institu- 
tions which took them instead of cash owing 
on loans made during Germany’s economic 
recovery after the second world war, and 
which are now sitting on valuable unreal- 
ised gains (see chart). For the likes of Deut- 
sche Bank, Dresdner Bank and Allianz, the 
freedom todispose of such holdings without 
punitive taxes is hugely attractive. Newly 
flush with cash, they could, for instance, buy 
back their own shares, an activity legalised 
only in 1998. Or they could scout out pan-Eu- 
ropean mergers and acquisitions. 

Who might want to buy the stakes? 
Three obvious groups are institutional inves- 
tors, domestic companies and non-German 
competitors. If large chunks of equity are for 
sale, investors have a rare chance to acquire 
big stakes in a single deal without having to 
pay a huge premium created by their own 
purchase of shares on the open market. Aid- 
ed by investment bankers, domestic firms 
might also seize a unique chance to juggle as- 
sets among themselves, creating more fo- 
cused and efficient entities. 

But many analysts think that the real op- 
portunity is for foreigners who wanta slice of 
Europe’s biggest economy. For decades, Ger- 
man firms have, in effect, been sheltered by 
the equity stakes, because they made a firm’s 
financial adviser and creditor its main share- 
holder too. If the big banks and insurers be- 
gin to sell, then these relations will weaken. 
Gone will be the peculiar dominance of su- 
pervisory boards: henceforth they will be- 
come more like boards in America or Britain. 
Gone, too, will be the conflicts of interest 
that arise because firms’ main creditors are 
also sometimes their largest shareholders. 

Assuming that the equity stakes are 
gradually made available to the market, 
companies will benefit from a larger “free 
float’—the proportion of their shares that 
can be freely traded. Richard Davidson, Eu- 
ropean strategist at Morgan. Stanley Dean 
Witter, reckons that Germany's free float at 
present is around 65%, well below the 90% 
levels of America and Britain. But the firms 
will also be thrown into a harsher competi- 
tive environment. Arguably, Germany will 
never have been more open to entry by for- 
eign firms, particularly other European ones. 
“The end of Germany Inc mustbe seen in the 
context of unprecedented amounts of merg- 
ers and acquisitions in Euroland,” says Nor- 
bert Walter, Deutsche Bank’s chief econo- 
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mist. “Now foreign firms will have a fairer 
chance to buy things in Germany that fit 
their portfolios.” 

This presents huge opportunities for in- 
vestment banks to conjure up imaginative 
combinations of spin-offs, mergers and 
structured deals. Consider Allianz, for in- 
stance. Itsits on the largest single pot of value, 





butas an insurer it has little strategic interest 
in, Say, its stakes in Basr, a chemicals firm, or 
Schering, a drugs firm. It could be tempted to 
swap these stakes for a share of a large 
French or a Spanish insurer. Or it could sim- 
ply sell the stakes to French firms and use the 
proceeds to go off on a European shopping 
spree of its own. 





Foreign direct investment 


Goodnight, Vietnam 


HANOI AND HO CHI MINH CITY 


Vietnam was meant to be the next Asian phenomenon. But this tiger never 


roared 


EAR the heart of Vietnam's two main 

cities stands a matching pair of relics. 
On one side of each city’s central square is a 
lavish, 19th-century opera house, built by the 
French before they were defeated, shamed 
and driven from their main colony in Asia. 
Across from it, a modem American hotel 
serves as amonumentto the incipient failure 
of a second, commercial invasion. The $64m 
Hilton Hanoi Opera, opened earlier this 
year, is nearly empty, as are most of the city’s 
eight other new luxury hotels. Meanwhile in 
HoChi Minh City, the concrete skeleton that 
was to be the Park Hyatt is streaked by rust, 
its cranes lying idle. 

For the first half of the 1990s, Vietnam 
was celebrated as the next great Asian tiger. 
With a population of nearly 80m, itis the sec- 
ond-largest country in South-East Asia, and 
the 13th-largest in the world. Its people are 
well-educated, young, hard-working and 
very cheap, even by Asian standards. But 
after 1975 the country was closed to the 
world outside the Soviet bloc, following the 
communist victory in the civil war (called 
the “American” war in Viet- 
nam and the “Vietnam” war in 
America). Only in the late 1980s 
did the country open its doors 
to the West. It looked like the 
biggest opportunity for inves- 
tors since China. 

After decades of rural col- 
lectives and Soviet tractors, the 
Vietnamese were hungry for 
foreign goods. Most of the 
country needed completely 
new infrastructure—new tele- 
phone networks, power grids, 
banks, roads, dams, hotels, you 
name it. The government's doi 
moi (“renewal”) reform drive 
was expected to unleash all 
this potential. 

By the early 1990s, money 
was Starting to pour in. France’s 
Sofitel took over and renovat- 
ed the famous Metropole hotel 
in Hanoi; Telstra, of Australia, 
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Foreigners put their plans on ice 


laid the first international telephone lines; 
Unilever, an Anglo-Dutch consumer-goods 
firm, started to make and sell such exotic 
products as deodorant and hair conditioner. 
Firms from Taiwan, South Korea, Hong Kong 
and elsewhere in South-East Asia set up fac- 
tories to make shoes, clothes, and toys. Japa- 
nese companies bid feverishly to build “in- 
vestment zones” to house even more foreign 
factories. 

In 1994 America lifted its trade embargo 
on Vietnam. Europeans and Asians were 
joined by such firms as Procter & Gamble, 
3M, Ford and more than 400 other American 
firms. By 1996 foreign direct investment (Fp1) 
had reached $8.3 billion a year, accounting 
for more than a third of Vietnam's Gop. 

The foreigners are now pulling back, al- 
most as quickly as they piled in. Over the 
past three years new investment has 
plunged, firms have slashed existing ven- 
tures and sent many of their expats home. 
“The main entertainment these days is go- 
ing-away parties,” laments Devon Standard, 
who runs Colgate-Palmolive’s Vietnam op- 





~~ 





eration. Today, rp has fallen below 1992 lev- 
els and is shrinking by around half each year 
(see chart on next page). Even Viemam m- 
vestment Review, a weekly newsletter that 
promotes rp, has lost its foreign backing. 


Rags to riches to rags 

What went wrong? The answer is not Asia’s 
financial woes—though they did not help. 
With a non-convertible currency, a rudimen- 
tary banking system and no stockmarket, 
Vietnam was about as far from the clutches 
of hot money as it is possible to get. Neither 
was some nationalistic change of heart 
among the leadership to blame. A campaign 
in 1996 against “social evils” frightened off in- 
vestors by restricting foreign names on 
shops. Although the campaign even threat- 
ened to bring back harder-line communism, 
it did not last long. 

What happened was nothing, or rather, 
not enough. The rhetoric of doi moi turned 
out to be mostly that—rhetoric. Vietnam is 
still communist. It is closer to Cuba than to- 
day’s market-oriented China, and it is still 
one of the poorest countries in Asia, with a 
Gop per head less than half that of China’s 
and less even than that of most African 
countries. Much of the blame for the collapse 
in Fp lies with the’ investors themselves, 
who chose to overlook the political and 
economic realities of the place. 

The main effect of the Asian crisis was to 
confirm the leadership's suspicion that 
Opening to the West invites disaster. After all, 
Indonesia and South Korea were knocked 
sideways, whereas isolated Vietnam was not 
much affected. Its leaders decided that slow 
economic growth was a price worth paying 
for stability. “They thought they had missed 
being hit by the bullet because they had not 
reformed enough to be a victim,” observes 
Pete Peterson, the American ambassador. 

Reforms have thus been slow and mod- 
est. They are often accompa- 
nied by capricious new rules. 
The years needed to negotiate 
and gain approval for new pro- 
jects make India seem eager; 
corruption and inefficiency are 
as bad as in China. But whereas 
investors feel they need to be in 
China, they know they can 
avoid Vietnam. “When Viet- 
nam was growing at 9-10% a 
year, people were willing to 
come here and fight the battle,” 
says Tom Siebert, manager of 
the Vietnamese arm of Ameri- 
can Standard, a bathroom-ap- 
pliance maker. “But at 4%, it 
isn’t enough.” 

Foreign companies are 
charged a premium for every- 
thing, including their water and 
housing. Advertising rates are 
six times those of their local 
competitors. Last year the la- 
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bour ministry cut the work- 
ing week by eight hours, to 
40 hours—odd for a coun- 
try where the main attrac- 
tion is cheap labour and 
employees are desperate to 
work half as long again to 
earn money. Employers say 
workers complain they do 
not have the cash todo any- 
thing on their new day off. 


Redundant bolt hole 


Every investor has a differ- 
ent horror story. The paper 
that 3m imports to make Post-It Notes faces 
an arbitrarily high tariff as “office products” 
(40% duty) rather than “adhesive-backed 
paper” (10%). This makes it more expensive 
than the same Post-It Notes smugglers bring 
in from Thailand. Coca-Cola and Procter & 
Gamble both got into nasty public battles 
with insolvent joint-venture partners. A Tai- 
wanese investor was so frustrated by corrupt 
customs officials who failed to do what they 
had been bribed to do that it tried to sue one 
of them for breach of contract. 

Cable and Wireless (caw), a telecoms 
firm, spent five years trying to negotiate a 
“roaming” agreement that would allow trav- 
‘ellers to use their mobile phones in Vietnam. 
. Virtually every country in Asia allowed this 
Jong ago (including even China and Cambo- 
‘dia), because domestic telecoms firms that 








carry calls share in the pro- 
fits. Vietnam permitted it 
only last October. By then 
caw had had enough: it 
abandoned a $207m pro- 
ject to install 250,000 new 
lines in Hanoi. Two of the 
three other foreign tele- 
coms firms that were to 
build local networks have 
also put their projects on 
hold (the one exception, 
state-owned France Tele- 
com, has pressed ahead for 
diplomatic reasons). 

Vietnam's 1 car companies, most of 
them joint ventures with foreign firms, sold a 
total of only 5,000 vehicles in 1998. Ford Viet- 
nam sold 300 cars in the first nine months of 
last year; Suzuki Vietnam just 250. Mercedes 
Benz Vietnam has sold only 500 cars since it 
started in 1996. 

Most of Vietnam’s 60 industrial zones 
have failed to attract investors. Occasionally 
they are scams for corrupt local officials: 
once the lucrative construction work has 
been done, no effort is made to put in power 
or a sewage system. And when France's 
Bourbon Group opened the country’s largest 
supermarket, in a town just south of Ho Chi 
Minh City, it was flooded by shoppers unfa- 
miliar with capitalistic mores. One 60-year- 
old shoplifter, caught red-handed, yelled, 
“Why are you bothering me? I'm only taking 








i 





IGH environmental standards are a 
luxury that poor countries cannot af- 
ford—or so the orthodoxy has it. But a 
forthcoming report on global public opin- 
ion by Environics International, a Canadi- 
an firm, challenges that idea. It suggests 
that some poor-country consumers might 
even be greener than rich-country ones, 
With the help of pollsters such as Brit- 
ain’s MORI and India’s ORG-MARG, Envi- 
ronics has quizzed nearly 30,000 people in 
27 countries, both rich and poor. Although 
concem about global issues, such as cli- 
mate change, is waning, there is an upsurge 
in worries about local air- and water-pol- 
lution. This is most pronounced in poor 
countries, where more than half of respon- 
dents believe that their health has been 
harmed a great deal by pollution; in rich 
countries, the share is only about a fifth. 
This outrage over local pollution is fu- 
elling what Doug Miller, head of Environ- 
ics, calls “latent activism” among consum- 
ers in developing countries; and that has 
shown up in the poll (see chart). When 
asked if they were willing to pay a 10% pre- 
mium for a greener cleaning product, two- 
thirds of respondents in Venezuela and 
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half of those in China, India and Egypt 
agreed strongly; in Britain, France and Ja- 
pan, barely a fifth thought it worth the 
while. 

Of course, though consumers may tell 
pollsters they will pay a premium, getting 
them to do so at the shop may be trickier. 
Body Shop, a British firm known for itseco- 
logically sensitive beauty products, and 
Oriental Princess, a Thai imitator, have 
used green strategies in the Thai market 
with mixed success, A recent academic 
study concludes that, although the firms 
have created favourable attitudes and en- 
joy high brand loyalty, customers still con- 
sider non-green attributes more important 
in making their purchase decisions. 

Still, big firms hoping to make inroads 
into developing markets would be foolish 
to dismiss greenery altogether. Already, to 
the surprise of some customers, music 
stores in Mumbai have started to reduce or 
replace the plastic packaging on compact 
discs. “When I asked why,” says one 
pleased customer, “the owner replied that 
we all have to do our part for the earth.” 

And governments, as well as business- 
es, are reacting to pressure from people. 





from foreigners, not the government.” 

A bilateral trade agreement between 
Vietnam and America was supposed to 
nudge reform forward. Although less sweep- 
ing than the wro agreements that China 
signed with America last year, this would 
nevertheless have encouraged change. Un- 
der negotiation since 1996, the agreement 
was approved in principle last July, and due 
to be signed at the Asia-Pacific Economic Co- 
operation forumin New Zealand in Septem- 
ber. But Vietnam got cold feet, and now the 
agreement is on ice; it is anyone’s guess 
when-or if—-it will be resurrected. 

China's entry to the wro would make 
things even worse for Vietnam. Many of the 
foreigners’ factories are there because inves- 
tors in China sought a bolt hole:China has its 
own high tariffs, many countries limit im- 
ports from China, and trade was each year 
threatened by the annual debate in Con- 
gress over the terms of America’s trade rela- 
tions with China. But now that China looks 
as if it will end up in the wro, Congress per- 
mitting, tariffs are likely to fall and quotas 
rise. Vietnam’s charms are fading. 

This leaves it with a dilemma. If Vietnam 
persists in refusing to reform, it risks being 
left behind. But if it opens to foreigners, polit- 
ical change may become unstoppable. For a 
country which still hangs wreaths on its Le- 
nin statue, that is alarming. But it is at such 
times that tigers earn their stripes. 

7 meer | 

















Lanzhou, in western China, was recently 
named the world’s most polluted metrop- 
olis, thanks to decades of coal-burning. 
This week, China’s government. revealed 
that it will rush to build arexpensive new 
pipeline from the remote north-west to re- 
place coal with cleaner-burning natural 
gas. This move comes on the heels of other 
steps to clean up the country’s dirty air,in- 
cluding phasing out high-sulphur coal. 
Measures to protect the environment may 
once have been seen as a luxury:now they 
are increasingly regarded as a necessity. 


| 
| 
| 
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N SOME ways, it is a blessing to become 

chief executive of a firm in a mess. At least 
that is what Dick Brown has found at eps, the 
world’s biggest pure computer-services firm. 
Certainly, eps was in trouble when he took 
over 12 months ago. Profits had stagnated 
since 1994. Nearly a third of the sales team 
had failed to sell anything for more than two- 





and-a-half years; a quarter were bringing in 
80% of the business. And Mr Brown has so far 
thrived on it:new orders should be more than 
double 1999’s dreadful $11 billion. After a mis- 
erable few years, shares in eps are around 
50% higher than they were when Mr Brown 
arrived. But what happens next? 

The question is not meanttodenigrate Mr 
Brown’s achievement. For if it was clear that 
EDs was in difficulties, it was rather less obvi- 
ous that Mr Brown was the answer. The 
stocky native of New Jersey is a 28-year veter- 
an of the telecoms industry who knew relatively little of the com- 
puter business, despite the “convergence” of recent years. How- 
ever, the whirlwind 26 months Mr Brown spentas head of Britain’s 
staid Cable and Wireless suggested he was a man capable of driv- 
ing change through even the most conservative organisation. 

caw, a medium-sized telephone firm with some attractive, 
but far-flung, international assets, looked ripe for acquisition and 
dismemberment. Instead Mr Brown embarked on a frenzy of 21 
deals, worth $17 billion, in less than two years. “No one expected 
me to bea ‘deal-meister’,” he says. “I had risen through the ranks of 
operations rather than finance. But I had to become one by neces- 
sity, because caw was small and frail...1 was fast and unafraid.” 

Mr Brown has been similarly decisive at eps. The call to join 
the firm came out of the blue from James Baker, a former secretary 
of state whois on the board. Mr Baker was looking for someone not 
steeped in Eps’s culture or belonging to the “fraternity of believ- 
ers”, who would shake the place up. Mr Brown certainly fitted the 
bill asa shaker and was keen, for family reasons, to return to Amer- 
ica and cease the globetrotting that went with running caw. 

What he found at eps was a desperate need for “clear, crisp di- 
rection from the top”. Despite booming demand for computer ser- 
vices—according to 1DC, a research firm, 





Fast and unafraid 


In his first year at Electronic Data Systems, Dick Brown has begun to restore 
the firm’s fortunes. That was the easy bit 


roiled by several waves of organisational up- 
heaval of the kind that non-executive direc- 
tors expect when they hire a “change agent”. 

Especially in America, where sales had 
most dramatically stalled, the firm was in 
chaos with 50 or so “pools” of expertise, 
which frequently got in each other's way. Al- 
though eps had plenty of e-business special- 
ists, a customer's chances of getting the team 
itneeded were remote. Mr Brown has created 
four integrated global businesses—E. solu- 
tions, Business Process Management, Infor- 
mation Solutions and the consulting subsid- 
iary, A. T. Kearney—¢reatly simplifying the 
face that eps presents to the world. 

Perhaps Mr Brown’s most far-reaching 
reform is what he calls “forced ranking”. This 
goes to the heart of the “alarming lack of ac- 
countability” that let those salesmen get 
away with an easy life. “I must know what 
people do and executives must get feedback,” he says. To that end, 
everybody in Eps is now ranked against their peers and their pay 
is tied directly to their ranking. Mr Brown recognises that badly de- 
signed appraisal systems can do harm. He insists that his is based 
on transparency, fairness and the regular feedback that enables 
people to understand why they may not be doing, as well as they 
should be. “The jungle has a justice,” he says. And who appraises 
Mr Brown? “I'm ranked every 100 days,” he growls. 


The vision thing 


Thanks toall this, the new boss is on the way towards bettering his 
first set of targets. Efforts to take out $1 billion from annual costs of 
$158 billion are ahead of schedule and sales are comfortably out- 
stripping revenues. Yet what may be lackingis asense of visionem- 
anating from Mr Brown himself—also something lacking at caw. 
His frantic deal making there was in line with telecoms orthodoxy, 
which held that caw should be “fully integrated” in everything 
from cable television to wireless Internet. Whether caw was a suit- 
able vehicle for such ambition will never be known. His successor, 
Graham Wallace, doesn’t think so: he has sold both the mobile- 
telephone and the residential-cable businesses to concentrate on 

ae the data needs of business customers. Mr 





the market has more than doubled in the 
past six years to $319 billion—eps had 
failed to keep pace and, embarrassingly, 
been shown a clean pair of heels by its 


Brown out 


Share prices, January 1st 1997=100 


Brown is sensitive to the idea that he quit 
caw before chickens had come home to 
roost. He concedes that he might have 
failed, but ifhe had, it would have been in 
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biggest rival, 18m Global Services. Where- 
as 16M had been quick to seize the oppor- 
tunity of the Internet to remould itself as 
the main provider of e-business solu- 
tions, eps seemed dull and unfocused. 
Soon after his arrival, more than 5,000 
people, including many of the pampered 
denizens of the executive suite at the com- 
pany’s grandiose headquarters in Plano, 
Texas (known as the “God Pod”), and 
some 20% of the sales force parted compa- 
ny. The 130,000 people who remained 
even after “Brown-sizing” have been 
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a “more glorious way”. 

When pressed on how eps will be 
seen in five years, he says he would like it 
to be “the information utility”. It is a rea- 
sonable answer, but any number of rivals 
might say the same. To prove he is not just 
a shaker, but a mover too, Mr Brown will 
need tochannel his huge energy and self- 
belief into defining what is special about 
EDS. Mr Brown’s appetite for action is not 
in doubt; less certain is whether he has the 





imagination and capacity for reflection 
that marks out the greatest managers. 
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The Government of Malawi 
The Privatisation Commission 






































Shipping and Port Opportunities 


The Government of Malawi requests proposals from private sector investors interested in 
participating in the privatisation of passenger, cargo and port operations on: Lake Malawi. Investors 
areinvited to secure a copy of the Request for Proposals (RPP) from the Privatisation Commission, 





Malawi Lake Services Lad. is an integrated company operating passenger and cargo vessels ax well as 
the only shipyard and maintenance facility capable of handling larger ships on Lake Malawi. It 
eutrently has two operating, passenger vessels. Its cargo carrying units include a container ship with a 
‘gapavity of 720 rons, a dry cargo vessel of 300 rons capacity, a petroleum tanker carrying 290 rons, a 
barge and tug combination unit, and several small vessels, There are also several vessels no longer in 
service which could be refitted for a variety of uses such as cruise ships ote, In 1996, MLS carried 
10,5 million passenger kilometers and 6782 tons of dry and Hguid cargo. 














There are four ports on Lake Malawi available for private sector participation. Two of these, 
Chipoke and Chilumba, have container handling gantry cranes and petroleum loading and 
discharging facilities. The other two are Nkhata Bay and Monkey Bay, the latter also being the 
headquarters for MLS. MLS currently serves another I7 focations where passengers and cargo are 
lightered using ships boats. MLS serves gwo Malawian islands and, four coastal villages which are 
ij je by road, for which Government anticipates contracting for a Public Service Obligation 
iON arrangement. 


















werent offers MLS to investors on an all-inclusive basis, or in parts, based on investor 
„and invites investors to consider outright purchase, leasing, or concessioning, or a 
jon of the arrangements covering MLS business units or assers. In the first phase of this 
rocess, investors will e their bona fides and present proposals for how they would 
bly use all or some of the available assets ax well as their concept of the appropriate pricing 
The Privarisation Commission will evaluate the various pr als and, in the second 
invite proposers to submit financial bids for the assets and/or bos nits on offer. 





















Copies of the REP are available at a cost of 8$50.00 cach from; 


The F itive Director 
The Privatisation Commission 
5 Independence Drive 
PRO. Box 937 
Blantyre 
Malawi, 
Telephone: (265) 623 655 Fax: (265) 621 248 camah privatisation@malawi net 














‘The closing dare for receipt of Proposals is February 29, 2000, 16.00 local time. An “open house” 
will be held on Wednesday, February 2, 2000 at Monkey Bay for those purchasing the RFP. 
Potential investors will have the opportunity of inspecting MLS facilities during rhat weck and 
taking a short trip on one of the passenger vessels to visit selected harbours on the Lake, 
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The Dorint Hotel. 11 Blvd Charlemagne, 

































England Wide Mapping Contract 


The Countryside Agency wishes to appoint a contractor #o manage the 
mapping of access land in’ England. "This task fs a significant saporient of the: 
Government's proposals for a statutory right of access to oper-countryst 
England and Wales. ; i ; 





This project will include: . 
L. Testing and refinement of the mapping methodology (which mostly uses... 
existing datasets} in twe large test arcas s 
. Production of consultation maps for these test areas 

. Managing the public consultation process 

. Revising maps following the consultation process 

_ Delivering desktop mapping facilities: to Countryside Agency offices 




















tr de a to 


The contract will make provision for a major extension, todeliver mapping: 
(including consultation) for the remainder of England, assuming the work im 
the test areas is carried out to the Countryside Agency's satisiaction. 





We are inviting expressions of interest in tendering for this project, Writ 
expressions of intérest are required by 21 January 2000, Poresitial contracto: 
will be expected to attend a briefing meeting in London on 27 January 2000. 





Further details can be ebtained from: 











Chris Moos 

Countryside Agency 

John Dower House 
Crescent Place 
Cheltenham 
Gloucestershire GLIO 3RA 

















Tek 01242 333242 
Fax: 01242 584270 
E-mail chris.moos 
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00 Brussels. 


A seminar organised by European Voice in association with Hill & Know ton Intl’ Belgium — 


Keynote speaker: 
Jonathan Faull, head of the European Commiss 


Making your voice heard in the European Union's corridors of power is vital when legislation, which 


1's Press and Communication Service 


could 


have a profound impact on your business, is being discussed. 


This half-day seminar will address the key issues 
process from outside. 


Topics to be addressed include: 


facing those who seek to influence the decision-making 


E What impact the changes in the European Commission and European Parliament in 1999 ap 
lobbying community ce 


Bw 
a 


at 


lessons the corporate sector should draw from the events of the past 12 months 
role of advocacy advertising and the Internetin modern lobbying 


Advanced information/brochure reservation : +32 (0):540 9090. 
Fax: + 32 (0) 2.540 9070/71 + Email: europeanvoice@compuserve.com 
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The global connections to 
handle the largest FX transactions. 
Anytime, anywhere. 


Our global market presence, top-rated research and sophisticated analytics 
enable us to offer clients a unique combination of liquidity and strategic advice. 
That's why governments, asset managers and corporations around the world 
turn to Goldman Sachs for foreign exchange transactions. No matter how large 


the deal or how obscure the currency, clients look to us for the liquidity they need. 
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FINANCE AND ECONOMICS 


Goldilocks, pursued by a bear 


LONDON, NEW YORK AND TOKYO 


Global stockmarkets have greeted the new millennium lurching like drunken 


revellers. Will they sober up? 


HAT a newera! Inflation and the busi- 

ness cycle were dead. The economy 
would grow by 5.5%a year forever. The stock- 
market, trilled boosters to eager ears in the 
twilight of the decade, would climb—hur- 
rah!—to 100,000 in the twinkling of an eye. 
Alas, Japan’s stockmarket (for this it was) 
peaked at 38,915 on the last trading day of 
1989 and then fell, often at sickening speed, 
for months. Once valued at one-and- 
a-half-times America’s, Tokyo's stock- 
market, still only half its late-1989 lev- 
el, is now a third as big. Its economy 
looks anything but miraculous. 

America’s famous stockmarket 
average, the Dow, also reached a de- 
cade’s end at a new peak. America’s 
miracle, however, stretched at least a 
day or two longer into the new de- 
cade. Nasdaq, the exchange domin- 
ated by technology shares that is the 
repository of all that is best in Ameri- 
ca’s New Economy (capital initials 
emphasise permanence), reached a 
new record level on January 3rd 2000. 
The next day it fell rather abruptly— 
by 5.6%, in fact—as did, less dramati- 
cally, the Dow. Having been dragged 
up into undiscovered realms by 
America’s example, other big stock- 
markets took a tumble, too, some 
painfully, notably in Hong Kong. As 
sooften in recent years,nervesin New 
York soon seemed to steady some- 
what. Still, the bumpy entry to the 
new year was a jolt to those con- 
vinced markets have far further to climb. 

In truth nobody knows whether the 
rampant bull market that began in America 
and spread around the globe is approaching 
its end. Although The Economist fears that 
the meteoric rise in America’s stockmarket in 
recent years has in part been a bubble, we 
make no claims about how or when it will 
burst. Clearly, however, the more expensive 
shares become, the more likely it is that in- 
vestors will run scared. And, as the charts on 
the next page show, shares have become, to 
put it kindly, generously valued of late. Last 
year, the Nasdaq index climbed by some 
86%; the less stellar Dow by a niggardly 25%. 
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These share valuations have been driven 
to a large extent by various sorts of high-te- 
chery (see box on next page). Without tele- 
coms and high-tech stocks, American stock- 
markets would actually have fallen in 1999. 
The same is true of continental Europe— 
where Nokia, a mobile-telephone maker, 
has become the largest company by market 
capitalisation. In Japan, share prices in com- 





Frenetic online trading 


puter software and information technology 
stocks soared by some 370% in 1999. Shares in 
NTT Data Communications, Japan’s biggest 
IT services firm, are worth 350 times next 
year’s forecast earnings per share, a valua- 
tion which mighteven make American high- 
tech investors wince. 

Valuations apart, some on Wall Street 
blame the new-year sell-off partly on the tax 
system. Capital gains (of which there have 
been many) pocketed after the turn of the 
year will not be taxed until April 2001; those 
collected before would be taxed this April— 
an incentive to hang on and sell after Janu- 
ary 1st. But Jim Bianco, of the eponymous 


Bianco Research, points out that such be- 
haviour has never had a significant impact 
on the market in the past. 

Others lay the blame on foreign inves- 
tors, who had poured into dollar assets as a 
precaution against domestic “y2K” comput- 
er problems. When these problems failed to 
materialise, the story goes, they started to 
sell. But the dollar has remained strong, and, 
although it is true there have so far been few 
signs of millennium-bug troubies, investors 
know itis still early days. 

More likely to be responsible are interest 
rates. Long-term rates have been rising, in 
part because of fears that central banks will 
soon raise short-term ones to quell inflation- 
ary pressures. Rising interest rates make 
shares look more expensive. Outside Japan, 
yields on most ten-year government bonds 
have risen by about half a percentage point 
since the middle of December. In 
America, interest-rate futures con- 
tracts predict a quarter-point rise next 
month, with a 60% chance of a half- 
point increase. The Federal Reserve 
“likes to walk through open doors, 
and the markets have tumed the han- 
dle”, says Ian Shephercson of High 
Frequency Economics. a research 
firm. “Investors are increasingly keen 
on the idea that the Fed will put up 
rates by half a point next month, and 
will say ‘that is all’—allowing the bull- 
market to continue.” 


Testing the brakes 


Perhaps it will; but that depends on 
whether the Fed is ready for further 
pre-emptive strikes agamst inflation. 
The American economy is still going 
like a train, despite three quarter- 
point rate rises last year. Manufactur- 
ing Output is rising rapidly; housing 
and car markets remain strong. Mort- 
gage refinancing, a generous source of 
cash to consumers, has dried up be- 
cause of higher interest rates. Yet in 
December a widely watched index of con- 
sumer confidence soared to a 3-year high. 
Perhaps consumers have ignored the 
chill of higher long-term interest rates be- 
cause they feel the warm glow of higher 
share prices. Or perhaps theythink that in- 
flation in this New Age is dead Thanks toris- 
ing oil prices, headline inflation may exceed 
3% this year for the first time since 1996. Yet 
despite an unemployment rate that has 
been below 5% for 30 months, and wide- 
spread reports of labour shortages, Ameri- 
can wage growth remains low, at around 
3.5%. Even in services, wherecapacity con- 
straints are greatest, price rises have not ac- 
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celerated. The growth in productivity re- 
mains mystifyingly strong. Core inflation 
(which seems to strip out almost all infla- 
tionary pressures) looks benign. 

But it is unlikely that the Fed will be (or 
should be) lulled. It left rates unchanged at 
its last meeting on December aist, but made 
clear that this was only because of the “mar- 
ket uncertainties associated with the cen- 
tury date-change” and the need for mone- 
tary policy to ensure “a smooth transition 
into the Year 2000”. The new century 
smoothly under way, its worries about the 
fast pace of economic growth can now come 
‘tothe fore; and Alan Greenspan’s reappoint- 
ment on January 4th as chairman of the Fed 
"(see page 37) leaves him freer of political 
pressure in his interest-rate deliberations. 

Nor is it just the threat of higher short- 
. term rates and inflationary pressures in 
America that is driving long-term bond 
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yields higher. Growth is picking up just 
about everywhere. Morgan Stanley Dean 
Witter now reckons that the world economy 
will grow by some 4% this year and it thinks 
that, ifanything, its forecastis likely to be too 
conservative. With growth ising, the cost of 
capital—interest rates-~shauld pick up too. 
Thatis partly why bond yields in Europe, de- 
spite continued high levels of unemploy- 
ment, have risen sharply. The real surprise is 
why they have not done se in Japan, even 
though expectations for growth are much 
rosier than they were. 

But the biggest mystery. is why, despite 
bond yields that have been nsing since Octo- 
ber 1998, share prices have continued to 
climb. Some pundits point an accusing fin- 
ger at the Federal Reserve's millennium-bug 
precautions. The money supply grew rapid- 
ly as the Fed printed bucket-loads of extra 
dollars, just in case. In the feurth quarter of 


“last year, for example, banks took $80 billion 


of extra cash, compared with $23 billion in 
the same period in 1998. This liquidity began 
to be withdrawn on January 3rd. Although 
this coincides neatly with the new-year fall 
in share prices, much of the extra cash re- 
mained untouched in the banks, rather than 
burning holes in consumers’ or share-buy- 
ers’ wallets. In fact, outside America, trading 
volumes on many global markets were low 
last month, as some investors sat on their 
shares rather than risk millennium-bug 
troubles. That helped add even more froth to 
share prices which the new year served to 
blow off. “Froth’-~a favoured word in the 
markets this week—has a reassuring ring. But 
of course, to the old-world investor, it im- 
plies a lot of bubbles. 





South Korea 


In bondage 


SEOUL 


ESPITE the breath-taking speed of its 

economic rebound, South Korea’s fi- 
nancial reforms are far from complete. In- 
deed, though the economy is estimated to 
have grown by more than 9% last year, there 
are some important areas where reform has 
barely begun. Take the underdeveloped gov- 
ernment-bond market. This is of particular 











NEW YORK 


NYBODY who knows anything about 
the World Wide Web will admit—in 
private, at least—that Internet shares are 
overvalued. Even in Buck’s Restaurant, the 
favourite eatery of Silicon Valley venture 
capitalists, diners have been buying the lat- 
est book displayed by the cash register: 
“The Internet Bubble”. Yet the old explana- 
tion—that this bubble is the work of fool- 
ish individual investors—will no longer do. 
Increasingly, it is big, sophisticated institu- 
tional investors that are pouring their 
money into shares that Alan Greenspan 
has described as lottery tickets. And it was 
mostly institutional selling that sent the 
shares tumbling this week. 

Few of these institutions actually be- 
lieve that the fundamentals of Internet 
companies—however favourable—justify 
current share prices. According to Bill 
Burnham, a venture-capitalist at Softbank, 
a Japanese firm, institutional investors de- 
cided last summer that they could no lon- 
ger merely pooh-pooh a market domin- 
ated by a whole class of investors they see 
as clueless, So they chose to prey on them. 

The Internet sector had become too 
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large to ignore. And its performance was so 
good that institutions that cid not invest in 
it delivered poor performance relative to 
their more adventurous peers. Last sum- 
mer, low prices gave them the opportunity 
toget in; pocketing some of the huge capital 
gains they have earned since then was the 
main reason for this week's sell-off. 

There is some method in the market's 
madness. For instance, online retailers 
have seen their shares revalited somewhat 
more sensibly, at least in terms of price-to- 
revenue ratios. (Over 90% of Internet com- 
panies lost money in 1999, so price-to-earn- 
ings ratios are rare.) Amazon's share price 
has been tumbling, even though the De- 
cember holiday season saw'much more e- 
shopping than many people had predict- 
ed, and it strengthened its position as the 
leading “e-tailer”. Investors reacted nega- 
tively to Amazon's admission that it had 
overstocked its shelves in anticipation of 
the Christmas rush. On the other hand, 
they are now paying crazy prices for shares 
in “business to business” Internet firms— 
likely to be the fastest-growing sector on 
the net in the next few years. 





Alberto Vilar, who runs Amerindo, an 
Internet investment-fund that gained 250% 
last year, says a sharpcorrectionin Internet | 
share prices is likely in 2000, though proba- | 
bly not until the second quarter. Thatisbe- | 
cause “volatility is the name of the game” | 
in an emerging technology such as the In- | 
ternet. Mr Vilar is still extremely bullish | 
about the sector in the long run. One rea- | 
son is that the movement of institutional 
money into Internet shares is still in its in- 
fancy. “A lot of institutional portfolio man- 
agers are praying for a correction. The only 
question is whether, when it comes, they 
will have the guts to get in”, he says. So far, 
fortune has favoured the brave—or, may- 
be, just the fortunate. 
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concern to the financial in- 
dustry. Because. .govern- 
ment bonds are little trad- 
ed, and because most have 
quite short maturi s (up to 


terest rates. That a 
other interest: rates an 
makes it difficult to put a 
price on other bonds: and 
loans—traders complain 
they are working in the 
dark. So it inhibits the 
growth of the capital mar- 
kets as a whole. But the ob- 











ary market for these bonds, 
which are mostly bought 
by commercial banks. 
Since, for Korean banks, 
they are risk-free sovereign 
assets, the bonds are used to 
meet the bank’s capital re- 
quirements and they are of- 
ten held until maturity. 

Last year, the govern- 
ment licensed 24 “primary 
bond-dealers”. They were 
given exclusive rights to buy 
a portion of sovereign- 
bond issues for resale. In re- 
turn, they are in theory ob- 











vious solution—for the gov- 
ernment to issue more bonds—is not as 
straightforward as it seems. 

To start with, the government is reluc- 
tant to increase its borrowing, for fear that 
doing so would push up interest rates, which 
are at present kept artificially low. Indeed, 
until it was hit by financial crisis two years 
ago, the government used to run balanced 
budgets, partly because worries about the 
eventual cost of reunification with North 
Korea deterred it from incurring large debts. 

But this rosy picture of government fi- 
nances was always somewhat misleading. 
One way it was achieved was by transferring 
a large part of the burden of government fi- 
nancing to the Bank of Korea (Box), the cen- 
tral bank. Some government borrowing was 
disguised as short-term money-market oper- 
ations by the Box. For example, one of the 
central bank’s traditional functions was to 
provide liquidity to small firms and export- 
ers. It then issued what are called “monetary 
stabilisation bonds” (mses) to mop up this li- 
quidity. Most were bought by banks and, 
unlike treasury bills, are not included by the 
government in its published debt figures. 

To service the msgs, the Box must either 
keep issuing new ones, or print money. The 
volume of msps outstanding has more than 
doubled since the crisis hit (see chart). This 
surge was partly the result of attempts to ab- 
sorb the extra supply of money created by an 
inflow of foreign funds—a function which 
could also have been performed by the Min- 
istry of Finance. There are now worries 
about whether the sox can afford to meet its 
sz obligations. The growth in its “quasi-fis- 
calactivities” is also worsening the distortion 
of the government’s published debt figures. 
Government official borrowing stood at 112 
trillion won ($97 billion), or 22% of cpp at the 
end of last year. Including mses, that figure 
jumps to 32% of pp. 

Even allowing for the msgs, however, the 
scarcity of government bonds makes it hard 
for the central bank to engage in open-mar- 
ket bond dealings to control the money sup- 


_. ply. For its part, the finance ministry has 


tried to prop up the government-bond mar- 
__ © ket by issuing new bonds over the past two 
_ years. But there is still not much of a second- 
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liged to quote prices. for 
government securities in the secondary mar- 
ket. They have to commit to a minimum 
trading volume, and a maximum margin be- 
tween bid- and offer- prices. But, so far, this 
system has been ineffective, largely because 
most dealers simply ignore their commit- 
ments. The banking watchdog is now plan- 
ning to introduce an inter-dealer broking 
system for trading bonds. But it is doubtful it 
will catch on. Business in Korea tends to be 
done through personal and business con- 
tacts rather than on markets with transpar- 
ent pricing. 

As a last resort, the banking watchdog 
hopes to force financial-services firms to val- 
ue all bonds they hold at market prices from 
July, in the hope this will encourage them to 
start trading them more. However, the un- 
certainty surrounding interest rates makes it 
hard to know what a true market price 
should be. And there is another snag: if inter- 
est rates rise, and bond prices fall, many fi- 
nancial firms might be forced to record huge 
losses, or even to close down altogether. For 
the government, which has already spent 
billions of dollars rescuing banks, that may 
be too biga risk to take. 
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Globalisation 


Foreign friends 


EWARE: multinational companies are 

on the rampage, destroying jobs, stamp- 
ing on wages and generally wrecking local 
economies. Or so critics of globalisation 
make out. Buta cool look at the numbers tells 
a different story, as is clear from a new cross- 
country study by the oecp—the first to take 
a detailed look at the contribution of foreign 
firms to national economies. 

To be fair, the “globaphobes” are right 
about one thing: multinationals are increas- 
ingly important. Foreign firms account for a 
growing share of production and employ- 
ment in most OECD economies. In 1996, for 
example, the latest year for which compara- 
tive figures are available, foreign firms pro- 
duced 158% of manufacturing output in 
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America (see chart), up from 15.2% in 1989 
and 8.8% in 1985. They accounted for 11.4% of 
jobs in manufacturing, upfrom 10.8% in.1989. 
Britain, Canada and Swecen display a simi 
lar trend. In Ireland foreign firms account for 
a whopping 66% of output and 47% of em 
ployment. But multinationals ave not domi 
nant everywhere. In France and Germany 
their share of output and emplowmentis sta 
ble (albeit large). And in the world’s second. 
Megeri ëconomy, Japan, foreign firms 
scarcely figure: they empioy a mere 08% of 
workers. 

But if foreign firms are growing in impor 
tance in national economies, is this a bad. 
thing? The facts suggest not. Fact one: foreign 

firms pay their workers nore than the na 
tional average—and the gap is widening. In 
America, for example, foreign firms paid 4% 
more than domestic ones in 1989; in 1996 
they paid 6% more (see chart). 

Fact two:in most countries, foreign fies 
are creating jobs faster than are their domes- 
ticcounterparts. In America theworkforce of 
foreign firms rose by 1.4% a year between. 
1989 and.1996, compared with an annual rise. 
of 0.8% at domestic ones.in both Britain and 
France employment at foreign firms in-i 

~-creased by 1.7% a year; at domestic ones it fell 
by 2.7%. Only in Germany aned the Nether 
lands did foreign firms shed workers. 
"Fact three: foreign firms spend heavil 
on research and development{raD) in the 
countries where they invest. Im1996 they ac 

counted for 12% of America’s RAD spending 
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pio the office. Connecting flights 


aly ¢ ; enience. Which is why we've 
designed our new TravelMate 340 series notebooks 
to be as easy to travel with as possible. 


We've minimized accessories so you have less to 
carry around. A combination drive runs both floppy 


disks and CD-ROMs. Built-in port connections 
eliminate the need for bulky docking stations. While 
an international modem means you don't have to 
Worry about being stranded with an incompatible 
modem. 


Finally, even though the TravelMate 340 series is 
small enough to sit neatly on an airline tray-table, it 





still offers the practicality of a full sized keyboard and 
the power of the Intel” Pentium” IIl processor. All 
packaged in a light, yet exceptionally tough, 
magnesium alloy casing. 


A notebook that's light in weight, but not on 
features? Acer. We hear you. 


ACeR ¢ 


we hear you 
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19% of France’s and a remarkable 40% of Brit- 
ain’s, Indeed, in some countries foreign firms 
spend more of their turnover on rap than 
domestic ones. In Britain, for example, for- 
eign firms spent 2% of their turnover on R&D; 
domestic firms.only 1.5%. 

Fact four: foreign firms tend to export 
more than domestic ones. In. 1996 foreign 
firms in Ireland exported 89% of their output, 
domestic ones only 34%. The gap was 64% to 
37% in the Netherlands, 35.2% to 33.6% in 
France and 13.1% to 10.6% in Japan. The big ex- 
ception is America, where domestic firms ex- 
ported 15.3% of their output, foreign ones 
only 10.7%. 

These benefits of foreign investment are 
even bigger in the oecp’s poorer economies. 
Take Turkey. Foreign firms’ wages are 124% 
above average; their workforce has risen by 
11.5% a year compared with 0.6% in domestic 
ones; and their Rap spending is twice as high 
_ asin domestic firms. 

Even the most committed globaphobes 
“should find it difficult to put a negative gloss 
on.all this evidence. The benefits of foreign 
investment seem clear. If facts have any 
power to persuade, globalisation’s harshest 
Critics ought to be changing their minds, or at 
least beginning to have some doubts. 








HAT Britons’ favourite activity is 

watching television is generally a cause 
for national embarrassment. Buta group of 
retailers and banks are planning to turn 
this lazy habit to their advantage. They are 
hoping to entice millions of customers into 
«doing business through Open, an interac- 
tive service designed for digital television 
transmission. Their plans rest on the as- 
sumption that many Britons are scared of 
new technologies, especially the Internet. 
In their tellies, however, they trust. Open 
may be right. But it has yet to show that its 
attractions can compete with the net. 

It is backed by a group of retailers— 
mainly well known High Street names, 
such as Woolworths, a chain of shops, and 
Argos, a catalogue-based company--and a 
handful of banks, led by nssc. Open’s 
chief hope is the popularity of the rv in 
Britain: some 99% of households own one. 
And the government intends to switch off 
conventional “analogue” broadcasting in 
2010 at the latest. So households will have 
to switch to digital television, which offers 
better pictures and more channels. 

In contrast, personal computers-—de- 
spite recent rapid growth—are still relative- 
ly rare. Fewer than one-sixth of households 
contain one. Televisions, moreover, being 
there already, are “free”, and, Open argues, 
interactive television. will: prove much 





Open for couch potatoes 





Old battle; new strategy 


Despite all the hope, more than one billion people still live in abject poverty. 
This article looks at changing ideas on how to help them; the Economics Focus 
at why developing countries may be able to grow richer 


pon: Y-HEADED bureaucrats from 
Washington jet into yet another poor 
country and demand a slew of economic re- 
forms in return for aid. The government is 
overwhelmed by the numerous conditions, 
resents the imposition of politically unpop- 
ular reforms by outsiders, and implements 
them half-heartedly. The aid is ineffective 
and poverty continues. 

That is a caricature (though only a mild 
one) of the traditional relationship between 
the imr and the World Bank on the one hand 
and the two institutions’ poorest clients—the 
70 or socountries that receive subsidised de- 
velopment loans. The caricature may soon 
need updating, Prompted by pressure that 
built up during the global campaign for debt 
relief, the Bank and Fund are revamping 
their approach to dealing with the poorest 
countries. The goals (by bureaucratic stan- 
dards) are radical. 


No longer will policies be devised -in 
Washington; instead, they must be “owned” 
by national governments. These should put 
together “Poverty Reduction Strategy Pa- 
pers” (prsp): through a “participatory” pro- 
cess of consultation with all groups of soci- 
ety, especially the poorest. No longer should 
the focus be simply on growth-enhancing 
economic reforms; lending should be more 
explicitly geared towards reducing poverty. 
Instead of fulfilling reams of individual con- 
ditions, governments should set a few broad 
outcomes—such as reducing infant mortal- 
ity, or improving school enrolment ratios. 

The new strategy will have the most im- 
mediate impact on the 4: “heavily-indebted 
poor countries”. But it will be applied over 
the next couple of years to all the poorest 
countries. The idea is toconcentrate develop- 
ment efforts towards reaching the goals that 
rich-country aid givers have set themselves 





cheaper to use than the telephone-hungry 
pc. In short, Open has, they say, lower “fi- 
nancial barriers toentry” than the Internet. 
Lower “emotional barriers” too. The In- 
ternet still generates concerns about tech- 
nological complexity and about potential 
security lapses. The television, however, is 
a family friend, with a place of honour in 
the living-room rather than the study. 
Unfortunately for Open, and its four 
shareholders (pt, a telecommunications 
company, BSkys, a satellite broadcaster, 
HSBC and Matsushita, a Japanese electron- 
icscompany), the service, launched last au- 
tumn, fails to live up to its name. While it 
offers e-mail connections, the rest of Open 
is, well, closed. Unlike on the web, viewers 
have access only to those retailers or ser- 
vice providers who have paid Open for the 





privilege. So far, for example, it has just 
three banks: nsec, Abbey National and 
Woolwich, though Open says it would like 
more. And the retail offering, which, if 
made attractive, should draw business for 
the banks, is far from enticing. The range of 
goods available is trifling Woolworths of- 
fered just 250 different toys in the run-up to 
Christmas. With the exception of the odd, 
unappealing “special offer”, there is none 
of the deep discounting that has driven 
bargain-hunters in droves to the Internet. 
Like the retailers, the banks are offering 
their regular products. None of them is 
planning the sort of keen pricing that Egg 
and first-e, two Internet banks, are using to 
woo customers online. None yet offers 
anything approaching a full banking ser- 
vice. uspc goes the furthest, by offering 
customers the ability to check their bal- 
ances and look at statements. Abbey Na- 
tional, daringly, lets customers: calculate 
the cost of a mortgage ora loan. Wool: 
wich’s site is purely informational for now, 
though it plans to offer a fuller sitein June. 
Since the banks are still offering such 
limited services, it is hard toevaluate them. 
But the experience of the retail sites is not. 
encouraging. Some are very slow—appar- 
ently reflecting how busy the: satellite is. 
But however clunky Open’s banking ser- 
vices turn out to be, they will at least be 
convenient. That alone may be enough to 
secure their popularity among the massed- 
ranks of Britain’s television addicts. 
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for 2015. These included: reducing by half the 
proportion of people living in extreme pov- 
erty; reducing mortality rates for infants and 
children under five by two-thirds; reducing 
maternal mortality rates by three-quarters 
and ensuring that every child goes to school. 
Given that the share of people living in ex- 
treme poverty—defined as less than $1 day— 
has fallen only from 28% in 1987 to 24% in 
1998, this is an ambitious goal (see chart). The 
number of the abject poor has stayed ap- 
proximately constant, at 1.2 billion. 

The obvious reaction to such grand am- 
bitions is cynicism. In recent decades, the 


World Bank and, to a lesser extent, the MF 


have been through numerous fads. In the 
1970s everyone talked about “basic needs”; 
in the 1980s it was “structural adjustment”. 
Now the buzzwords are “poverty reduc- 
tion”, “governance”, “participation”, “civil 
society” and “putting the country in the driv- 
er’s seat”. So this latest revamp may be just 
more window-dressing. The renaming of the 
imF’s much-criticised lending tool, the En- 
hanced Structural Adjustment Facility 
(esar), for example, suggests an emphasis on 
form rather than substance. The facility is 
now to have the friendlier title of the “Pover- 
ty Reduction and Growth Facility”. 

But there are signs the Fund and the Bank 
are undergoing more than a cosmetic make- 
over. First, the new approach forces much 
closer co-operation between the two institu- 
tions, which should lead, at least, to better 
analysis. Extraordinary as it seems, there has 
in the past been little connection between 
the ımF’s macroeconomic analysis and the 





The poor’s burning ambition 
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World Bank’s work on poverty. 

The traditional—and correct—assump- 
tion underlying “adjustment” programmes 
was that faster economic growth is the best 
way to reduce poverty. So mmr lending con- 
centrated on pushing sensible macroeco- 
nomic and structural reforms (such as tight 
fiscal and monetary policies, trade liberalisa- 
tion, deregulation and privatisation). There 
was little analysis of the effect of these re- 
forms on poverty—still less a ranking of bud- 
get priorities on that basis. Similarly, there 
was little analysis of what overall impact the 
World Bank’s portfolio of loans—that might 
cover areas ranging from banking to the en- 
vironment—would actually have on a bor- 
rowing country’s poor people. 

It would be a great shame if the current 
obsession with poverty obscured the institu- 
tions’ traditional focus on enhancing econ- 
omic growth—which remains the best way 
to reduce poverty levels, even if the fall is not 
automatically commensurate with the 
growth. Ten years ago, the World Bank pro- 
duced an influential analysis predicting 
that, if good policies were followed, global 
poverty rates would fall from 33% in the 
mid-1980s to 18% in 2000. Overall economic 
growth rates in some developing countries in 
fact turned out much higher than the Bank 
expected. But poverty rates have fallen 
much more modestly. Moreover, the nature 
of poverty can vary enormously in countries 
with similar income levels. For instance, in 
countries whose average income per person, 
after adjusting for exchange-rate differences, 
is $2,000 a year, the proportion of poor chil- 
dren who are underweight varies 
from about 15% to more than 45%. 
If the new focus on poverty leads 
toa better understanding of the re- 
lationship between poverty and 
overall economic policies, that in 
itself will mark a big step forward. 


Who runs the show? 


Even more important than an im- 
proved analytical capability will 
be the extent to which these anti- 
poverty strategies are truly de- 
vised and “owned” by the coun- 
tries involved. No one doubts that 
such ownership is important. Re- 
cent research on the history of for- 
eign aid by David Dollar, an econ- 
omist at the World Bank, offers 
two simple lessons: aid works 
when a country follows sensible 
economic policies; but the aid it- 
self does little actually to influence 
policies. It will work only if coun- 
tries are truly committed to econ- 
omic reform. Less obvious is how 
toachieve such “ownership”. 
Prompted in large part by 
pressure from non-governmental 
organisations, the new Bank/Fund 
approach emphasises the role of 
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consultations with all nazional “stakehold- 
ers”. Awkwardly, this “participatory” ap- 
proach has in effect been imposed on poor 
countries. 

But might it work nonetheless? There are 
already a few poor countries that have de- 
veloped their own broad-based anti-pover- 
ty programmes. Uganda, for instance, has 
had tremendous success with its national 
Poverty Eradication Action Plan. Mozam- 
bique also has a country-wide poverty plan. 
Guinea has a “national strategic vision” 
which was developed after a series of meet- 
ings with “national stakeholders”, Nonethe- 
less, an enforced participatory approach has 
problems. It risks involving the international 
institutions too intrusively in a country’s na- 
tional politics, and giving undue weight to 
unaccountable (but vocal) ngos at the ex- 
pense not just of dictatcrships but, some- 
times, of democratic governments. 

The new approach from the Bank and 
the Fund could prompt a much broader re- 
think of foreign aid. If it takes root, bilateral 
aid donors would be under greater pressure 
to support a country’s own anti-poverty 
strategy, rather than to push their own aid 
programmes. More assistance would be pro- 
vided as straightforward >udgetary support 
rather than as funding fcr pet projects. Aid 
would be more selectively focused on coun- 
tries with high levels of poverty and good 
strategies for dealing withit. 

Such changes would have huge conse- 
quences. In another recent paper, Mr Dollar, 
together with Paul Collie-—anether econo- 
mist at the World Bank—suggest that, even 
on today’s growth and policy trends, levels 
of poverty in poor countries will fall by 
about 50% by 2015. But the fall will be highly 
concentrated—mainly im East and South 
Asia. In Africa poverty will barely budge, 
while in Eastern Europe and Central Asia it 
will actually rise. Just a bit more aid, how- 
ever, directed more efficiently and com- 
bined with poor-country reforms, would 
ensure that poverty rates fell by half or more 
throughout the developing world. Even if, 
like every other human emdeaveur, develop- 
ment finance is subject tc fads and fashions, 
achieving such an aim would justify all the 
heart-warming rhetoric. 
= 
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OE the past two centuries of rapid 

global growth, the gapin incomes be- 
tween rich and poor countries has wid- 
ened dramatically. In more recent decades, 
the gap seemed to stabilise somewhat, as 
many once-poor countries made faster 
progress—but, in the aggregate, income in- 
equality among nations has failed to di- 
minish. In some quarters this has come to 
be regarded as the natural, or at any rate 
global-capitalist, order of things: the rich 
get richer and so do the poor, but without 
ever catching up. 

To believe that the gap is immutable, 
however, is a mistake, as a simple model 
makes clear. The same process that has in- 
creased international inequality in the past 
could well reduce it, and almost as sharply, 
over the coming century. Robert Lucas, a 
professor of economics at the University of 
Chicago (and a hugely influential econ- 
omic theorist), offers this model and its 

«striking result in a forthcoming issue of the 
Journal of Economic Perspectives devoted 
toessays on the future of the discipline. 

Imagine a world made up, like our 
own, of many different economies. Sup- 
pose each of them had an average income 
per head of $600 (in 1985 dollars) in pre-in- 
dustrial times—in 1800, say. Also suppose 

» that starting in 1801 one of these countries 
began to experience steady and continu- 
ous growth, at a per person rate of 2% a 
year. This hypothetical leader would by 
now, 200 years later, have an average in- 
come of more than $30,000. 

Further suppose that in due course, 
and after varying delays, other countries 
also started to grow. Assume in fact that 
they grew faster than the leader: at 2% a 
year plus a margin proportional to the gap 








Simulating the century 
It is often supposed that the world’s poor countries are doomed to stay 


poor. Persisting inequalities among the world’s economies appear to bear 
out this idea. A different theory is more plausible 





between follower and leader. Eventually 
the followers will catch up; from then onall 
countries will grow at the same rate of 2%. 
Again, to be specific, set this catch-up mar- 
gin so that a new entrant in 1850 grows ini- 
tially at 4.5%, a new entrant in 1900 at 7%, 
and so on, with the initial margin increas- 
ing at a rate of 2.5 percentage points for ev- 
ery 50 years of delay before growth begins. 
The left-hand chart shows the resulting 
pattern for four equally-spaced econo- 
mies: the later each country starts to grow, 
the bigger the starting-gap between it and 
the leader, and the faster its initial growth. 

In this model, what decides the delay 
before any given country takes off? It as- 
sumes that a country’s chance of embark- 
ing on growth depends on average in- 
comes in the world at that date: the richer 
the world as a whole, the greater the chance 
that any given pre-industrial country will 
begin to grow. The particular numbers Mr 
Lucas chooses yield, accordingly, a pattern 
of growth that starts quite slowly in the 
19th century (when global incomes are 
low), accelerates markedly during much of 
the 20th century (as global incomes in- 
crease), and then tails away late in the 2oth 
century (because by this time there are 
fewer remaining pre-industrial economies 
where growth has not yet begun). 

This skeletal mode! therefore has two 
kinds of international growth “spillover”. 
First, the rate of growth, once growth has 
begun, depends on the income gap be- 
tween leader and follower. Second, the 
chance of starting to grow in the first place 
depends. on incomes in the world as a 


| 


| 
whole. Modern economic theories have a | 
lot to say about‘ how both these kinds of | 
catching-up spillover might operate: Some 
economists emphasise. human capital 
(knowledge produced anywhere can bene- 
fit producers everywhere} others point to. | 
the role of policies and institutions in the | 
process of diffusion; still others. are mainly | 
interested in diminishing returns (arguing, | 
for instance, that high wages in the leaders 
cause capital toflow elsewhere). 

Mr Lucas’s paper, however, makes two 
points. First, this simple model tracks the | 
main facts of global growth better than you 
might think—as it should, given that Mr Lu- 
cas has calibrated it with this in mind. Sec- 
ond and more interesting is what the mod- 
el, if true, then says about the future. 

This can be crisply stated. Starting to- 
wards the end of the 2oth century, growth 
in this hypothetical world economy starts | 
to slow. This is because so many countries 
have already moved through the earliest | 
and fastest stages of the catch-up process. | 
From now on, in a transition lasting de- 
cades, the world slowly converges on its 
(assumed) long-term growth rate of 2%. For 
this very reason, though, inequality among 
nations diminishes too. Think about that. 
Exactly the same capitalist arithmetic of 
diffusing prosperity which caused interna- 
tional inequality to rise for 150 years after 
1800 causes it to fall over the next century... 

If Mr Lucas’s chosen values aré at all ac- 
curate, the coming decline in inequality 
will be steep. The past few decades’ stabil- 
ity in measures of global inequality would 
not after all point to an irreducible gap be- 
tween rich nations and poor. On the con- 
trary: the past few decades would. repre- 
sent a turning point, so far as equality was 
concerned, in a.centuries-long process. by 
which the economic advances of the in- 
dustrial revolution were spread right | 
around the globe. ; 
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| truder—all qualities that are desirable in a 


_ A thousand ills require 
-a thousand cures 


‘Researchers are borrowing from immunology to improve the security of 


computer networks 


HE world’s computers seem to have sur- 

“oR vived the threat of acute, millennium-in- 

~~ duced failure as their clocks ticked happily 

into the new year. But two chronic and alto- 

gether more sinister hazards to their health 
persist: viruses and malicious hackers. 

Last month David Smith, the creator of a 
particularly nasty virus called Melissa, 
pleaded guilty to causing $80m of damage to 
American businesses. This figure, however, 
was the result of a plea-bargain: the true cost 

“of the damage is probably closer to $400m in 
America alone. According to Computer Eco- 
‘nomics, a consultancy based in Carlsbad, 
"California, computer viruses cost the world 
$12.1 billion in clean-up costs and lost pro- 

"< ductivity during 1999. In one incident, for ex- 
ample, a manufacturing plant operated by 
_ Dell, a computer maker, was disrupted for 
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two days by a virus outbreak. 
Meanwhile, protecting institutional net- 


works from attacks by external hackers is 


thought to account for 2.5% of global spend- 
ing on information technology—in other 
words about $25 billion. When a company’s 
network security is breached, the standard 
response is to disconnect that network from 
the Internet until the problem has been 
fixed, But as more and more firms come to re- 
ly on Internet links with their suppliers and 
customers, this becomes ever more painful 
and costly. 


Send in the biologists 

Evidently, a new approach to computer se- 
curity is. needed. And two groups of re- 
searchers believe they have found one. To 
prevent computers from succumbing to vi- 


- far, known viruses, and eradicate ‘them. 


ruses and other network-borne horrors, they. 
are borrowing ideas from immunology, an 
building digital immune systems: 
Giving a computer theability to fight off 
infectious agents sounds odd, but it makesa- 
lot of sense. Indeed, the parallels between in- 
formation technology and molecular biol- 
ogy are striking. Computer software is often 
likened to pna; and vice versa; and comput 
er viruses, like biologica. ones, are nasty 
strings of code that exploit their hosts to re 
licate themselvesand cause trouble, = 
Anti-virus software has long played up 
its medical overtones, with talk-of vaccina 
tion and inoculation, and logos iavolving sy- 
ringes. Yet its immunolog cal nature is only 
skin-deep. Current programs usually scan 
for fragments of code that identify particu- 










when found. Real immune systems are far. 
‘more complex. They are also rebust, fault- 
tolerant and able torespomd quickly toanin 






- digital immune system, too. 

- Just such a system was formally pro 
posed in 1992 by Stephanie Forrest, of th 
“University of New Mexico, and Alan Pere 
-son of the Los Alamos NationalLaboratory, 
also in New Mexico. But the idea remained 
merely theoretical for many years. Tha 
now changing. 18m and Symantec, a’ soft- 
ware company located in Cupertino, Cal 
fornia, have started testing a commercial an- 
tivirus package modelled on the immune 
_ system. Meanwhile, Dr Forrest's group has 

constructed’ an experimental set-up, de- 
scribed in a paper recent’y submitted to the 
Evolutionary Computation Journal, that 
mimics the way real immune systems iden- 
tify invading pathogens. This should detect. 
unauthorised access toa computer network.: 

The 1pm software, developed at the com: 
pany's Thomas J. Watson Research Centre in 
New York state by a teamed bySteve White, 
iscalled the Digital immune System. It works 
by exploiting computer networks to s 
up the process of identifying and eradicating 
viruses. In fact, it is the growing use. 
works that has caused the problem to get 
bad in the first place. Sotheideaaccording to. 
David Chess,;a member cf the rsm team, isto. 
enable the cure to spread as quickly and eas 
ly as the disease. oe 

The Digital Immune System works like 
this. Normally, when anti-virus software in- 
stalled on a personal computer (rc) detects a 
suspected but.unknown virus that itcannot 
handle, it sounds an alarn and-waits for hu 
man operators to fix the problem. A pc wi 
a Digital Immune Systeri installed, by co! 
trast, automatically hards the suspect fi 
over to a central location for analysis. Here 
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` the file is scrutinised and then used to infect 
an isolated network of ecs, which are auto- 
matically tweaked in order to trigger the vi- 
rus—if that it be. Once a virus has become 
active, the behaviour of the infected pcs is 
monitored so that two things can be worked 
out: a signature by which to identify the vi- 
rusin future, and an antidote tocounteract it, 
The signature and the antidote are then 
tested on the original suspect file, and on the 
triggered copies of the virus, before being 
passed back to the rc that first reported the 
problem. Copies of the signature and the 
antidote are also spread around the Internet 
so that they are ready for use when other 
computers report the infection. The entire 
process is designed to happen automatically 
over the network, without the need for hu- 
man intervention—just like the 
spread of a virus. 
So much for theory. But, al- 
though 1am has demonstrated the 
whole system in prototype form, 
it would be foolhardy to plug it 
into the Internet and expect it to 
work straight away. instead, it is 
being turned on one stage at a 
time. A trial currently under way 
at several large firms enables 
suspect files to be passed auto- 
matically to a system admin- 
istrator, who can then de- 
‘cide whether or not to pass 
them on in turn to the anal- 
ysis centre. Meanwhile, vi- 
rus experts at Symantec are using 
the 1am software to supplement 
existing techniques for identify- 
“ing viruses and concocting anti- 
“dotes to them. There are, in other 
: words, human operators check- 
ing thateverything is workingasit 
should. But the plan is for the sys- 
tem to be switched to automatic 
_ Operation over the coming months. 

Dr Chess is the first to admit that the im- 
munological analogy is closer in some re- 
spects than in others. While the detection of 
viruses is distributed over the Internet, for 
example, just as the cells of the immune sys- 
tem are spread throughout the body, there is 
no biological equivalent of the central analy- 
siscentre. Buta computer, with its constantly 
changing software, is not like an organism, 
whose pwa is fixed. Slavishly sticking to the 
biological analogy and wiping out all new 
programs would not be a good idea. 

In the case of Dr Forrest's Artificial Im- 
mune System, however, the analogy with bi- 
ology is far stronger. Her software, devel- 
oped in conjunction with Steven Hofmeyr, a 
graduate student, detects inappropriate be- 
haviour on a network using software “anti- 
bodies” that latch on toanything suspicious. 

Immune systems are designed to recog- 
nise and destroy foreign bodies. To do this 
they have to know what is, and is not, “for- 
eign”. That is achieved by a process called 
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“negative selection. Lymphocytes, the im- 


mune system's principal cells, are created at 
random in the thymus gland and inthe bone 
marrow, but only those that do not react 
with any of the body’s naturally occurring 
molecules are released into the blood to 
search for intruders. The rest are destroyed. 
In Dr Forrest’s system, every packet sent 
across the network js examined by stringing 
together the address of the sender, the ad- 
dress of the receiver, and the “port number” 
on which they are communicating to make a 
string of 49 binary digits (bits). These strings, 
the equivalent of naturally occurring mole- 
cules in a body, are compared to a pool of 
randomly generated 49-bit strings called de- 
tectors, the equivalent of the randomly gen- 
erated lymphocytes. If a detector has more 
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than a certain number (currently 12) of con- 
tiguous bits in common with a passing pack- 
et, the detector is deleted, and a new detector 
is generated to replace it. Detectors that sur- 
vive for two days without matching any 
packets on the network are deemed to be dif- 
ferent enough from legitimate strings to be 
likely to match only foreign invaders. 

These strings are then used to detect de- 
viations from the conditions in which they 
were originally selected. If they fail to match 
any network traffic within another seven 
days, they are deleted as redundant; but if 
they match more than a certain number of 
packets they trigger an alarm. At this point a 
human operator decides whether the un- 
usual behaviour detected is permissible. If it 
is, the detector is deleted, Otherwise the de- 
tector is made immortal, se that subsequent, 
similar intrusions can be detected. This is 
similar to the way that so-called “memory s- 
cells” operate in real immunesystems;oncea 
host has been exposed to a particular infec- 
tion, itcan be recognised again. 





‘That may sound a rather haphazard ap- 
proach to network security, as detectors are 
randomly generated and die out from time 
to time. But-Dr- Forrest's preliminary tests 
suggest that her immunological approach is 
surprisingly effective. The rate of false alarms 
was significantly lower than that of compet- 
ing systems, and when the system was pre- 
sented with simulated attacks, it detected all 
of the common security breaches it was test- 
ed against. 

Dr Forrest plans to extend her approach 
to other aspects of computer security—in 
particular by automating the response to. an 
alarm, rather than relying on human inter- 
vention. And, she suggests, computer-secu- 
rity specialists will increasingly borrow from 
biology as software continues to become 
more complicated. Rather than 
treating software and networks 
witha rigid, engineering mindset, 
she thinks itis more realistic to see 
them as ecosystems..As:a result, 
she suggests that large programs 
such as operating systems should 
be made in such a way that no 
two copies are exactly alike, 
Monocultures are, after all, more 
susceptible to being wiped out by 
disease than mixed fields. 

Similar sentiments. are ex- 
pressed by the researchers at ism. 
Dr Chess speculates, forexample, 
that bug fixes to existing pro- 
grams might be delivered auto- 
matically in the future as tiny 
patches, in a manner reminiscen 
of gene therapy. ' 

No doubt the virus-writers 
and hackers will-find new ways 
to attack these novel defence 
mechanisms, just as micro-or- 
ganisms can evolve their way 
around immune responses, But 
digital immune systems should make it easi- 
er to keep up with this evolution by auto- 
matically devising new forms of defence, as 
happens in a real immune systern. And by 
exploiting the Internet to distribute the cures 
to computer diseases, such systems offer a 
promising way to prevent. outbreaks from 
becoming epidemics. 
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Hormones and fatherhood 
Coming out in 
sympathy 


VERYONE accepts thata mother-to-be is 

at the mercy of her raging hormones. She 
is, after all, hosting someone else inside her 
body, and that body is bound to react to the 
metabolic needs of its lodger. But the idea 
thatexpectant fathers, too, may suffer symp- 
toms such as anxiety, fatigue and a ravenous 
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appetite during pregnancies for which they 
are responsible is less familiar—which is cu- 
rious, since three-quarters of fathers do, in- 
deed, experience such symptoms. 

Until recently, no one had bothered to 
look at what happens to the hormones of ex- 
pectant men. But, after studying the litera- 
ture on expectant males of other species, 
Anne Storey, a psychologist at the Memorial 
University of Newfoundland, in St Johns, 
decided it was time to look into the matter in 
people, too. Her results are about to be pub- 
lished in Evolution and Human Behaviour. 

The hormonal changes in a pregnant 
woman are not concerned solely with the fe- 
tus’s immediate well-being. They are also a 

| way of preparing her for her forthcoming 
role as a mother. In most animal species, 
however, the role of the father is limited to 
insemination, so no hormonal change con- 
nected with incipient fatherhood would be 
expected. But there are exceptions. Over 90% 
of bird species, for example, are “biparen- 
tal”. This means that their couplings are 
largely monogamous (with a little adultery 
on the side) and that both parents help to 
look after the brood. And male birds which 
assist in childrearing do, indeed, tend to go 
through big hormonal changes before their 
young emerge—as do males of the much 
smaller proportion (fewer than 10%) of 
mammal species that are biparental. 

When a woman is pregnant, the levels of 
several of her hormones will rise. These hor- 
mones include cortisol (which is related to 
stress), estradiol (the main female sex hor- 
mone)and prolactin (which, as its name sug- 
gests, triggers her breast tissue to develop the 
ability to secrete milk). Levels of all these hor- 
mones are also known to be correlated, in 
the females of at least some species, with the 
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quality of subsequent maternal 
behaviours such as bonding to 
newly bom offspring. 

Dr Storey’s first task was to see 
what hormonal trends occurred 
in men. To do so, she recruited 34 
couples from an assortment of 
pre-natal classes and sampled 
their blood. The men in these cou- 
ples, she discovered, exhibited sig- 
nificant changes in their levels of 
cortisol, testosterone (the princi- 
pal male sex hormone, and thus in 
some sense the masculine equiva- 
lent of estradiol) and prolactin ov- 
er the courses of their partners’ 
pregnancies. In each case the level 
of the hormone in question 
changed in a way that matched 
the pattern that is seen in pregnant 
women—which is, presumably, 
why men experience many of the 
same pre-birth symptoms as 
women do. Dr Storey’s hypothesis, 
which is supported by evidence 
from other biparental species, is 
that these increased hormone lev- 
els predispose a man to behave in a fatherly 
way when his child is born. 

In addition to following long-term 
changes, Dr Storey was also interested in the 
expectant fathers’ short-term responses to 
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things infantile. To test these, she and hercol- 
leagues took blood samples before and after 
a half-hour procedure that invelved both 
members of a couple watching a video of a 
breastfeeding mother, listening to a record- 
ing of a distressed newbom, and holding a 
doll which was draped in a blanket that had 
recently been worn by a real new-born ba- 
by. The parents-to-be were thus exposed to 
visual, auditory, tactile and (from the blan- 
ket) olfactory stimuli associated with having 
ababy around. 

The researchers found that, like mothers, 
fathers show a significant drop in cortisol 
levels during this procedure. The closer a 
man’s partner was to giving birth.the steeper 
the hormonal plunge he experienced. In ad- 
dition, men who held the doll throughout 
the entire 30-minute experimental period 
showed bigger declines in testosterone than 
those whodid not. 

All of which suggests that fathers-to-be 
are undergoing almost as much of a change 
of life—probably as a result of behavioural 
and chemical signals from the mother—as 
that mother is herself. Whether this extends 
as far as switching off the “going-off-for-a- 
drink-with-mates” circuits in a man’s brain, 
and activating the “cleaning-dirty-bottoms” 
circuits, is, however, something that many 
women might beg leave todoubt. 























On January 13th the Royal Institution of Great Britain, that country’s eldest ex- 
perimental-science laboratory, will celebrate its 200th birthday. The RI, which is 
located in Mayfair, one of London’s poshest districts, has given bench space to 
some of the most famous names in British science. Sir Humphry Davy invented 
the miners’ safety lamp there (and also isolated sodium, potassium, magnesium, 
calcium, strontium, barium and boron). Michael Faraday worked out how to 
generate electricity without batteries there. Sir James Dewar invented the vacu- 
um flask at the RI and Sir J.J. Thomson announced the discovery of the electron 
there. For a while, its public lectures were so fashionable and popular that Albe- 
marle Street, in which it stands, became the world’s first one-way thoroughfare. 
Thelectures wereeven popular enough tobe worth satirising, as this 19th-century 
cartoon by James Gillray, of Davy lecturing, shows. 
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Shelf-assured business books 


Business books are 90% dross. Searching for the occasional nugget involves 
much time-consuming drudgery. The following four pages aim to help 
readers sift through some recent offerings 


HATEVER the communications revo- 

lution may have done for corporate 
productivity, one industry has undoubtedly 
been transformed by it: that of management 
literature. Book after book purports to de- 
scribe what it all means for business. “Blown 
to Bits” is one of the more thoughtful exam- 
ples of the genre. 

It does, unfortunately, suffer from the 
drawbacks of most management books: lan- 
guage that is too complicated and graphs 
that are too simple. It is packed with sen- 
tences such as, “Deconstruction is the corol- 
lary of the blowup of the richness/reach 
trade-off.” Just to make sure the busy mana- 
ger grasps the point, it has a graph with 
“reach” across the bottom and “richness” up 
the side, and diagonal lines tagged “old 
trade-off’ and “new trade-off’. Why two 
brainy consultants (from the Boston Con- 
sulting Group) and a publishing house as ca- 
pable as the Harvard Business School Press 
cannot between them produce a book in 
clear English is one of life’s deeper mysteries. 

That said, the shafts of sunlight that 
break through the encircling gloom of prose 





BLOWN TO Bits: How THE New Eco- 
NOMICS OF INFORMATION TRANS- 
FORMS STRATEGY. By Philip Evans and 
Thomas S. Wurster. Harvard Business 
School Press; 288 pages; $27.50 and 
£18.99 
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make it worth persevering. Philip Evans and 
Thomas Wurster are economists by training, 
which may be why they have developed 
rather a sophisticated view of the changing 
corporate world. They begin with the propo- 
sition that the “economics of things” differs 
fundamentally from the “economics of in- 
formation”. When a physical object—say a 
car—is sold, the seller ceases to own it; when 
an idea is sold (management consultants 
know all about this). the seller still possesses 
it and could sell it all over again. The eco- 
nomics of things calls for efficient markets: 
car plants benefit from competition. The 
economics of information demands ineffi- 
cient markets: if there is no limit on the abili- 
ty of others to copy an idea (through, say, 
patents or copyright), the idea is valueless, 
and its owners will never recoup their in- 
vestmentin it. 

Most economic activity, say the authors, 
combines characteristics of “things” and of 
“information”. Take shelf space in a book 
shop. It consists of information: all those ti- 
tles act as advertisements. It also consists of 
physical stock, or inventory. If retailers cared 
only about information, they would maxi- 
mise the display shelves, to convey as much 
information as possible to customers; if they 
cared only about “things”, they would min- 
imise the shelves in order to control the costs 
of stock. 

Retailers compromise between these 
two in different ways. But the coming of the 


Internet transforms the compromise, allow- 
ing a business like Amazon.com, for exam- 
ple, to carry a range of stock unimaginable in 
the physical world, while incurring lower, 
not higher, costs. 

Another way of looking at the compro- 
mise—and illuminating the authors’ inscru- 
table sentence about deconstruction—is to 
see it in terms of “reach” and “richness”. In 
general, the number of people thatcan share 
a piece of information is inversely related to 
the quality of that information. A full set of 
the “Encyclopaedia Britannica”, often the 
richest source of information on family 
shelves, was once an expensive delight for 
the few. The development of electronic net- 
works with common standards alters this re- 
lationship: these days, an encyclopaedia 
comes bound into your pc, not in leather. 
That is wonderful news for consumers: ser- 
vices that have been available only to the 
few or the wealthy, such as top-quality fi- 
nancial research or health advice, become 
available to the many, and the “Encyclopae- 
dia Britannica” is available free online. 

For companies, though, it means radical 
realignment. Part of their business—often, 
the most profitable “sliver”, say the au- 
thors—suddenly becomes vulnerable to a 
new sort of competition. Newspapers may 
not migrate easily to the Internet, but their 
profitable classified advertising, which often 
subsidises everything else, is tailor-made for 
it. So businesses have to be taken to bits (“de- 
constructed”, if you must) and reassembled, 
and those that fail to recognise this will have 
it forced upon them. 

As an analysis of the impact of the com- 
munications revolution on the corporate 
world, this book is hard to better. Next time, 
though, the authors might deconstruct the 
task and hire a literate assistant. That might 
not increase the considerable richness of 
their views, but it would undoubtedly ex- 
tend their reach. 

— = à = 
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Business books (2) 


Tulips from New 
Amsterdam 


THE Great GAME: THE EMERGENCE OF 
WALL STREET AS A WORLD POWER, 1653- 
2000. By John Steele Gordon. Scribner; 320 
pages; $25. Orion Business; £14.99 


HE heart sinks when John Steele Gordon 

opens his history of Wall Street with yet 
another account of 17th-century Dutch tu- 
lipmania. Like so many financial historians, 
he simply cannot resist retelling the story of 
the outburst of speculative madness that 
carried the price of a single tulip bulb up to 
4,600 florins plus a new carriage, two grey 
horses and a complete set of harness. 

Nonetheless, it is well worth persevering. 
Mr Gordon’s book is among the best of its 











| This dramatic view of sun ’n shade 
on Wall Street is taken from “Wall 
Street: Financial Capital”, a pictorial 
essay by Robert Gambee (W.W. 
Norton & Co, $50) that captures the 
architecture and the opulence, 
though too rarely the people, of the 
world’s most famous financial thor- 
oughfare. 
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kind, and he has two very reasonable ex- 
cuses for tramping through the over-familiar 
tulip garden. First, tulipmania preceded the 
settlement by the Dutch of New York, which 
was then called New Amsterdam. Second, it 
fits his thesis that in all bull markets the 
greed of speculators eventually so eclipses 
their fears that they pay absurd prices for 
particular commodities or shares. 

In the 1840s and 1850s it happened with 
American railroads and in the 1920s with the 
shares of airline companies, most of which 
had never operated a single aeroplane. It 
happened again with conglomerates in the 
go-go years of the 1960s, and with gold and 
silver in 1980 when these two precious met- 
als fetched prices that have never been seen 
since. If Mr Gordon turns out to be right, the 
bubble in Internet shares, “the biggest bub- 
ble in decades”, will provide another spec- 
tacular burst that will cause collateral dam- 
age to investors in even the bluest of 
blue-chips. 

So what else is new? Where Mr Gordon 
breaks with conventional wisdom is in tak- 
ing a sanguine view of bear markets. He ar- 
gues that it requires severe collapses in share 
prices to force the enactmentof necessary re- 
forms. “Adequate regulation”, he says, “usu- 
ally comes about only as a result of experi- 
ence, often disastrous experience, just as the 
North Atlantic Ice Patrol was the result of the 
Titanic sinking.” New York brokers, he notes, 
were able to curb the excesses of speculators 
only after Jay Gould, Jim Fisk, Daniel Drew 
and other legendary stock manipulators of 
the mid-19th century had shown the damage 
they could do when left unregulated. The Se- 
curities and Exchange Commission was able 
to exert authority over the brokers only 
when Richard Whitney, the president of the 
New York Stock Exchange, had shamed the 
entire profession by being imprisoned in 
Sing Sing in 1938 for embezzling money from 
his partners, his friends, his clients, his clubs, 
his brother and even his wife. 

Internet trading is Mr Gordon’s current 
candidate crying out for reform. “The In- 
ternet has proved fertile ground for a nearly 
endless number of get-rich-quick schemes 
and forums where traders can discuss stocks 
and egg each other on to trade in a certain 
way, just as tips used to pass from mouth to 
mouth in the 1920s, Already many of the ex- 
cesses of the 1920s are appearing in the Wall 
Street of the late 1990s.” He cites, as an exam- 
ple of this, the bubble in Internet shares 
themselves, the so-called “dot.com” stocks 
such as Amazon.com, an online bookseller 
that has yet to make a dime of profit. 

Indeed, in Mr Gordon’s book, the In- 
ternetis the best system yet devised for prop- 
agating mob psychology. But who, he asks, is 
regulating the emerging trading? His answer: 
essentially nobody. Wall Street now reaches 
the ends of the earth, with power to match. 
But regulation still largely stops at each 
country’s border. That, he thinks, will be dif- 
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ficult to change. Effective regulation of a 
worldwide market will necessarily involve a 
big loss of sovereignty by major nations, and 
national leaders are loth te relinquish their 
freedom toact independenzly. But donot de- 
spair. The “financial equivalent of a Titanic 
disaster” will, Mr Gordom believes, bring 
about the needed reform. 
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Business books (3) 


Of mice and 
man 


NE since Elton Mayo conducted his 
famous experiments at Western (now 
General) Electric's Hawtheme plant outside 
Chicago in the 1920s has the individual em- 
ployee had so much management attention 
heaped upon him. Mayo end his colleagues 
stumbled upon the then startlingtruth thatit 
was not their dimming or brightening of 
lights in the workplace that increased pro- 
ductivity. (They both did.) Rather, it was the 
mere fact that the workers felt they were, 
however briefly, the focus of serious atten- 
tion that made them produce more. 

Now, after decades of crawling over the 
minutiae of organisational things like stra- 
tegy and structure, management writers 
have turned their spotlight back on to the 
people things. “Who Moved MyCheese?” is 
a bestselling, rodent-riddled allegory for the 
mouse-pushing worker of today written by 
(Dr) Spencer Johnson. Its publishers say: 
“Most work environments are finally recog- 
nising the urgent need to get their computers 
to deal with unprecedenzed change. What 
businesses are only just beginning to realise 
is that this is not enough: we need to help 
people to get ready, too.” As if to confirm 
their point, high on the New Yor Times's list 
of business bestsellers has been “Ethics for 
the New Millennium” by “he Dalai Lama. 

A number of new books have been 
climbingon the bandwagon. “Cultural histo- 
rian” Shere Hite’s latest offering is “Sex and 
Business”,in which she acvises working girls 
and boys how to reprogramme their “men- 
tal software for the 21st century” so that the 
girls stop flirting with their bosses and the 
boys stop having erections in the canteen. 
“The Seven Secrets of Effective Business Re- 
‘ationships” is by Dr (again) John Edmund 
Haggai whose business ‘ secrets” are based 
on the notion that “if you-want to win some- 
one over”, you must “first convince them 
you are their friend”. 

Two current commercial eoncerns ex- 
plain much of the popularity of books such 
as these. One is to do with hiring; the other 
with inspiring. Traditional firms see them- 
selves as engaged in a “war for talent”, a bat- 
tle to grab (and hold on to) the brightest and 
the best—young meas and the like who in- 
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creasingly prefer the sandals and shares of 
an e-based small business on a roll towards 
an iro to the salaries and suits that con- 
strained their dads. To fight back, big firms 
feel they must get more in touch with their 
workers’ other life, the one that they have tra- 
ditionally considered to be (literally) none of 
their business. 

A recent issue of the Harvard Business 
Review, a publication which almost single- 
handedly defines the agenda for manage- 
ment debate, contained an article entitled 
“Job Sculpting: The Art of Retaining Your 
Best People”. The authors, Timothy Butler 
and James Waldroop, claim that talented in- 
dividuals will stay with one employer in the 
_ future only if their jobs “fit their deeply em- 

bedded life interests—ie, their long-held 
emotionally driven passions”. Yes, that’s 
night. It’s happened. The word “passion” has 
appeared in the HBR. 
The other big influence on the current lit- 
erary crop is industry’s reversion to motiva- 
` tional tools to persuade its workers to be 
more productive. Much of this is aimed at in- 
spiring them to behave more like entrepre- 





ETHICS FOR THE New MILLENNIUM. 
By the Dalai Lama. Riverhead; 320 | 
pages; $24.95 and £16.99. | 
SEX AND Business. By Shere Hite. Fi- 
nancial Times/Prentice Hall; 220 
pages; £19.99. 
THE SEVEN SECRETS OF EFFECTIVE | 
Business RELATIONSHIPS. By John | 
Edmund Haggai. HarperCollins; 160 | 
| 
| 
| 
| 
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| 
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pages; £6.99. 
THe New New Tring. By Michael 
Lewis. Norton; 304 pages; $25.95. Hod- 
der & Stoughton; £17.99. 

THe New Atcuemists. By Charles 
Handy. Hutchinson; 238 pages; £16.99 








82 





neurs, and.a number of the new 
books look at what itis to been- 
trepreneurial: “The New New 
Thing”, Michael Lewis’s biogra- 
phy of Jim Clark, Silicon Valley’s 
serial billionaire, for instance, 
and Charles Handy’s “The New 
Alchemists”, a colourful tour 
round a bunch of Brits who 
“have each created something 
significant out of nothing”, 

Creating more out of less is 
the eternal name of the business 
game. And while the jury re- 
mains out on the question of 
whether recent quantum leaps 
in information technology have 
boosted productivity or not, 
particularly in America, pro- 
ducers have moved on to think 
about where their next boost is 
going to come from. And this 
time they are looking to man, not machines, 
to provide it. If Elton Mayo’s Hawthorne re- 
sults still hold good, ali the attention being 
bestowed upon the individual worker might 
of itself be enough to bring about a produc- 
tivity boost that even the foggy radar of 
economic statistics can pick up. 








Business books (4) 


Suckers for 
nickels 


INVENTING MONEY: THE Story OF LONG- 
TERM CAPITAL MANAGEMENT AND THE 
LEGENDS BEHIND Ir. By Nicholas Dunbar. 
John Wiley; 300 pages; $29.95 and £17.99 


N RECENT years, the market for deriva- 
tives—contracts which derive their value 
from underlying financial assets—has been 
growing rapidly. There have been several 
high-profile disasters along the way, most 
famously the fall of Barings bank in early 
1995. Yet Barings had a total exposure of only 
$18 billion. When Long-Term Capital Man- 
agement, an American hedge fund, tottered 
in September 1998 its capital had fallen to 
less than $800m, while its total market posi- 
tions were estimated at $4.25 trillion. At the 
time, there appeared a real danger that the 
world’s financial system might seize up. 
Many aspects of the vrem story are well 
known, and still fresh in people’s minds. Yet 
John Meriwether, the hedge fund’s founder 
and a former head of trading at Salomon 
Brothers, remains a shady figure. He never 
gives interviews, and the only photograph of 
him to appear regularly in the press shows 
an unremarkable middie-aged man with a 
quizzical look on his face and his arms fold- 
ed protectively in front of him. Nicholas 
Dunbar, in “Inventing Money”, tells us noth- 


ing new about Mr Meriwether, but he does 
try to show how the financial revolution of 
recent years led inexorably to the hedge- 
fund fiasco. 

In this, his attention is directed more 
closely to urcm’s other famous partners, 
Robert Merton and Myron Scholes, two 
economists whose work in the field of deriv- 
atives earned them a Nobel prize in 1997. 
Their careers reveal the modern fusion of 
theoretical and practical finance: both had 
an interest in the stockmarket since child- 
hood, and after their early work on options- 
pricing both supplemented their academic 
incomes with Wall Street consultancies. As 
Mr Merton observed in his biographical sub- 
mission to the Nobel Foundation, “The dis- 
tinctive rrem experience characterises the 
theme of the productive interaction of fi- 
nance theory and finance practice.” 

The idea behind Long-Term Capital 
Management was that pricing anomalies in 
the market could be picked up with the help 
of sophisticated quantitative analysis. Com- 
plex hedging techniques and the massive le- 
verage provided by derivatives could then 
reduce these anomalies, and in the mean- 
time massive profits could be earned by 
ttcM. As Merton Miller, another Nobel 
prize-winner and a former teacher of both 
Mr Scholes and Mr Meriwether, comment- 
ed, “they are sucking up nickels from all over 
the world. But because they are so leveraged, 
thatamountstoalotofmoney.” . 

The professors were confident that their 
intellectual superiority would help them 
beat the market. When questioned by scepti- 
cal investors about trcm’s proposed strate- 
gies, Mr Scholes is reported to have replied: 
“As long as there continues to be people like 
you, we'll make money,” 

For all their worldliness; the dons of Wall 
Street retained a certain idealism. Both Mr 
Merton and Mr Scholes adhered to the efi- 
cient-market hypothesis that the prices of fi- 
nancial assets always affect all available in- 
formation. They believed that with the help 
of derivatives economic risk was being dissi- 
pated. Mr Merton even argued that im- 
proved hedging techniques rendered equity 
capital unnecessary as a cushion against 
risk. The prototype wasirom. 

With hindsight, it is extraordinary that 
Messrs Merton and Scholes failed to realise 
that rrem actually represented an extreme 
concentration of risk. Part of the ‘hedge 
fund's strategy involved purchasing risky as- 
sets from other investment banks. However, 
LTCM was also financed with loans from 
those very same banks. Thus, the risks were 
not really being transferred, 

When Russia defaulted in the summer of 
1998, the hedge funds and trading desks of 
investment banks started losing money and 
market volatility increased. Liquidity dried 
up when it was most needed, and fear ran 
unchecked through the financial system. 
The situation was little different from an old- 
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fashioned bank run. And the Federal Re- 
serve had to step in to save ttc and reduce 
interest rates in order to restore calm. 

The story of rrem is complex and this 
short book does not address all the issues. Mr 
Dunbar points to the suspiciously close rela- 
tionship between rcm and the Italian cen- 
tral bank, which was both a shareholder and 
a lender to the fund. In time, no doubt, more 
information will become available. He sheds 
more lighton the links connecting rrem with 


investment banks, but has nothing to say 
about the personal investments of several 
Wall Street bosses in the fund, and about 
how this may have influenced their judg- 
ment. These are important matters since 
they raise regulatory questions. The fall of 
LTcM came about through a combination of 
greed and arrogance, a belief that modern fi- 
nanciers had discovered the philosopher's 
stone, “Inventing Money” is not the last 
word on the subject, but it is a good start. 

s 
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Trade before the tariffs 





GLOBALISATION AND History: THE EVOLUTION OF A NINETEENTH-CENTURY ATLANTIC 
Economy. By Kevin O'Rourke and Jeffrey Williamson. MIT; 356 pages; $45 and £27.95 


Fass and foes of globalisation usually 
agree on one thing: its inevitability. But 
that is a big mistake, as this fine piece of 
scholarship by Kevin O'Rourke of Univer- 
sity College, Dublin, and Jeffrey Williamson 
of Harvard University makes clear. The two 
economists show how an earlier period of 
globalisation in the late 19th century pro- 
voked a backlash that stemmed the cross- 
border flows of goods, people and money. 
And, they argue, it could all too easily hap- 
pen again. 

The first great globalisation lasted from 
around 1840 to 1914 and was in its way a far 
more dramatic occurrence than the integra- 
tion of world markets that has been taking 
place since 1945. Transport costs and trade 
barriers fell faster; international capital 
flows as a share of national output were far 
larger; and cross-border migration was far 
greater. As a result, between 1850 and 1913 
wages and living standards in Europe caught 
up more quickly with those in the New 
World than at any other time. 

One element of this globalisation was in- 
creasing international trade. Britain's exports 
rose from 10.3% of Gpr in 1870 to 14.7% in 1913; 
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Germany’s from 7.4% to 12.2%. The trade 
boom was partly due to more liberal govern- 
ment policies, with Britain the first big coun- 
try to open its markets. Its unilateral move 
towards free trade began at the end of the 
Napoleonic Wars in 1815 and culminated in 
the repeal of the Corn Laws in 1846. 

Falling transport costs, however, provid- 
ed an even bigger boost to trade than gov- 
ernment policy. Steamships, canals and rail- 
ways slashed the price of shifting goods. In 
1868 it cost 177'2 pence to ship a quarter of 
wheat (eight bushels) from Chicago to Liver- 
pool. By 1902 it cost only 462 pence. Thanks 
tocheaper transport and lower tariffs, prices 
across the world converged. Whereas in 1870 
wheat cost 58% more in Liverpool than in 
Chicago, by 1895 it cost only 18% more. 

Trade was an important part of globali- 
sation, but migration had a far bigger impact. 
Around 60m Europeans set sail for the re- 
source-rich and labour-scarce Americas in 
the century following 1820, three-fifths of 
them to the United States. People were also 
on the move within Europe. Indeed in the 
1890s, more Italians emigrated to France and 
Germany than to America. 


MOREOVER 


This migration had profoundeffects. Be- 
tween 1870 and 1910, it swelled the United 
States’ labour force by 24%.and cut Ireland’s 
by 45%. Just as trade caused global commod- 
ity prices to converge, so mass migration re- 
sulted in a convergence of wage levels. 
Wages in Sweden, for example, rose from 
24% of America’s in 1856 to 58% in 1913, a re- 
markable feat given that American living 
standards were soaring at the time. 

Money too flowed across the world as 
never before. By and large, British savings 
were financing mines, railways and frontier 
expansion in the New World so that it could 
produce food for British workers and raw 
materials for British factories. These capital 
flows were far more volatile than today. Yet 
by 1913 third of British wealth was invested 
overseas. In 1894, America’s net foreign debts 
were equal to 26% of its Gpr; Brazil’s in 1980, 
before the Latin American debt crisis, were a 
mere 19% of its Gpp. 

It was commonly assumed in the 19th 
century that the world would continue in 
this way toget smaller. But conventional wis- 
dom was wrong. The losers from globalisa- 
tion triggered a political backlash against it, 
even before the first world war sealed its fate. 

It began with the reaction against trade, 
As cheap American and Ukrainian grain im- 
ports threatened farmers’ jobs in the late 
18708, continental Europe closed its agricul- 
tural markets. Import tariffs were so high 
that they fully offset the huge falls in trans- 
port costs in the four decades before 1914. 
Only Britain and Denmark, bath net food 
importers, and Ireland, which was ruled by 
Britain, kept their agricultural markets open. 

The United States closed its markets too. 
In the 1860s it raised tariffs to help finance the 
Civil War, and soon after it erected further 
barriers to protect its infant manufacturing 
industries from Europeancompetition. 

Then came the reaction against migra- 
tion. Well before the famous 1921 Emergency 
Quota Act, America had already restricted 
immigration—which threatened to lower 
American workers’ living standards—as had 
Argentina and Canada. Finally, globalisa- 
tion went into reverse as the first world war 
and the Great Depression pushed govern- 
ments further towards autarky. 

This book is not an easy read, especially 
for non-economists. But it is an exceptional- 
ly rigorous and insightful history of globali- 
sation. Its main message—that globalisation 
can sow the seeds of its own destruction—is 
salutary. It should be required reading for 
anyone inclined to think that economic his- 
tory is bunk. 


a —_s 















[ Correction: The Ayn Ranc Institute has asked 
us to point out that, contrary to eur article of 
November 27th, it did not formally sue to block 
an auction of Rand memorabilia, nor does it 
collect royalties from the sale of Rand’s books. 
We apologise for the error. 
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Maurice Couve 


de Murville 








URING the 1960s France | z 

practised what are remem- 
bered as the “politics of gran- 
deur”. They were the creation of 
Charles de Gaulle, the French 
president from 1959 to 1969, and 
his foreign minister, Maurice 
Couve de Murville. They sought 
to imbue in the minds of their 
countrymen a new and glorious 
France, untarnished by defeat. 
Historians are divided on wheth- 
er they succeeded, and if they did 
whether their success has been 
lasting. What is clear is that in its 
pursuit of la gloire France man- 
aged to upset, and sometimes an- 
ger, its closest friends, notably 
Britain and the United States, cre- 
ating distrust for French policies 
that persists to this day. 

One view of Mr Couve was 
that he was simply a servant, re- 
porting to his master on Friday 
mornings and receiving his in- 
structions for the following week. 
It was an excusable mistake. How 
could anyone be other than ser- 
vile to the towering de Gaulle? But 
it is probably more accurate to 
think of Mr Couve as a Jeeves, the 
highly intelligent interpreter of 
his master's wishes and the quiet 
dissuader of his eccentricities. 

But an unsmiling Jeeves. Mr 
Couve was known for his chilly 
silences. Ask him a question and 
he might simply look at you with- 
out speaking, undermining your 
confidence by the second. Was 
the question so idiotic? Eventually Mr Couve would pronounce. 
“Our thinking is different,” he replied to a journalist who asked 
about France’s differences with the United States. Different in 
what way? Another silence. The questioner found out in 1966 
when, to show its independence from the “Anglo-Saxons”, France 
withdrew from the NATO command structure and expelled its 
American-led staff from Paris. For years Britain was made to look 
foolish trying to get into the Common Market, the forerunner of 
the European Union, when the de Gaulle-Couve partnership had 
decided its entry to the club would weaken French influence. Even 
the Germans and others in the club deferred to the French, who for 
months in 1965 boycotted all market affairs until their farmers 
could be assured of favoured treatment. For Mr Couve, de Gaulle 
wrote in his memoirs, “nothing in life” was more important than 
that France should “survive in the first rank of nations”. 


Vichy days 

When France was defeated by Germany in 1940 Maurice Couve de 
Murville at first worked for the puppet government in Vichy. He 
had been a senior civil servantin the pre-war government, special- 
ising in financial matters. In Vichy he was said to have done his 
best to stop the Germans seizing France’s gold reserves. He was 


Maurice Couve de Murville, a French 
patriot, died on December 24th, aged 92 





then in his early 30s, married with 
| a young family, and Hitler was 
the master of continental Europe. 
Like many Vichy officials wholat- 
er had successful post-war ca- 
reers, his time as a collaborator 
was not held against him. 

In 1943 he left France and 
eventually joined de Gaulle’s gov- 
ernment in exile. The two men 
seemed immediately to hit it off. 
Apart from having a common 
purpose in liberating France, they 
saw themselves as near nobility 
with a duty to defend traditional 
values. Mr Couve's father, a law- 
yer and later a judge, had added 
the aristocratic “de Murville” to 
the family name. De Gaulle 
claimed as an ancestor a knight 
who fought at Agincourt, al- 
though perhaps not hard enough 
as England won. 

De Gaulle was briefly the 
leader of post-war France before 
resigning in disgust over the coun- 
try’s political system, which he 
considered unworkable. In 1958, 
at a time of deep crisis for the 
country, he returned, first as 
prime minister and later, having 
changed the constitution, as pres- 
ident. By then Mr Couve had be- 
come ambassador to West Ger- 
many. De Gaulle made him 
foreign minister, a job he was to 
hold for ten years, longer than 
any other occupant of that post; 
longer even, he observed, than 
Talleyrand, the foreign minister 
under Napoleon, who was also ambitious for France. 

Although the 1960s might seem to have been an exhilarating 
time for France, there is little evidence that most ordinary French 
people shared the Gaullist view of history, destiny and all that. 
The tenth anniversary of de Gaulle’s rule in 1968 was marred by 
student riots and a general strike, ostensibly against the Vietnam 
war but which developed intoa protest against authoritarian, cen- 
tralist government in general. 

The French franc came under attack and a chastened govern- 
ment had to apply for an emergency loan to the International 
Monetary Fund, an organisation thatde Gaulle had attacked as the 
villain of “dollar hegemony”. Mr Couve was made prime minister 
with a brief to sort out the mess and bring France to order. But the 
clever diplomat was no politician. His chilly silences might be a 
formidable weapon in the conference room, his cerebral qualities 
were undisputed, but to the voter he was seen asa cold fish. He was 
too old to learn populist tricks; and anyway would have regarded 
them as unprincipled. De Gaulle stood down in 1969 after losing a 
referendum on proposed reforms that had been drafted by Mr 
Couve. Georges Pompidou was elected president, and after a few 
months dropped Mr Couve as prime minister. It was time for 
France to repair its friendships. 
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The Oxford Advanced 
Management Programme 


18 June — 15 July | 1-28 October 2000 


Presents a global overview of the business enterprise and its strategic challenges. This 
programme at Templeton provides a unique opportunity to stand back and pursue your own 
learning agenda, assisted by a world class team of individual tutors and in the company of 
some of the most international and high calibre senior executives. 


Name 
Please send details of: 


The Oxford Advanced Management Programme Address 
Return to: 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0X1 5NY, England Tel 

Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 Fax 
Email amp@templeton.oxford.ac.uk 

www.templeton.ox.ac.uk Email 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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Two ways to 
snrich your future 





FORTHCOMING INFORMATION 
EVENINGS - LONDON 


Executive MBA 

s Wednesday 19 January 
* Wednesday 2 February. 
* Wednesday 23. February 


oo Sloan Masters 
* Monday 31 January 
s Thursday 16 March 


All gassicing héld at London Business School, 
Regents Park, London NWI To book a place, 
please contact the hformation Officer (below). 


Also raprasented at MBA Fair, Business 
Design Centre. ishington Ni. on 
Wadnesday 26 & Thursday 2? January, 





EVENINGS - EUROPE/USA 


JANUARY 

Washington DC 

Monday 10 January, 7.00pm 
The Madison Hotel, 

15th and M Streets, NW 


Amsterdam 

Tuesday 11 January, 6.30pm 
The Grand Sofitel Demeure 
QOudezijds Voorburgwal 197 


San Francisco 

Wednesday 12 January, 6.30pm 
Mark Hopkins InterContinental 
1 Nob Hilt 


Madrid 


Monday 24 January, 7.30pm 
Palace Hotel, Plaza de las Cortes 


Milan 


Four Seasons Hotel, Via Gesu & 


FEBRUARY 
Munich, Frankfurt, Lyon, Zurich & Paris 
~ please contact the information Officer. 


London. Business School exists to 
advance learning and research in 
business and management 


ECONO7012000 





Tuesday 26 January, 6.30pm | 


i 













London Business School's pre-eminent Sloan Masters and Executive ; 
MBA programmes provide opportunities for experienced business professionals 
to enrich their future careers, 

Whether you are seeking to consolidate and build on your existing 
experience in conjunction with the workplace or via an intensive "fast- 
track” programme, studying at London Business School will enable you to 
broaden your horizons and to take charge of the next phase of your career. 

Our international, culturally diverse faculty and student body form a 
dynamic learning environment. Core courses are designed to build breadth oe 
and depth of management knowledge, whilst elective. courses {chosen 
from a portfolio of over 70) allow students to develop expertise in specific 
areas of interest. 

The pace is unrelenting but at the end you will rank as one of the most 
highly qualified professionals in the world. 








1 a 
| Full-time MSc. 
d completed in 10 months 
Student Profile: Student Profile: 
* age range 26-45 * managers, professionals and entrepreneurs 


* average 10 yrs experience 
(minimum 4 yrs) 


* age range 30-40s 
© 10+ years experience 


Format: 

+ 12 core courses 

+ § elective courses 

© international field trip and E 
consulting assignment 


Format: 

* 13 core courses held on alternate 
Fridays/Saturdays + block weeks 

+ 8 elective courses 

« 2 international field trips 


For further information, please 
contact the Information Officer: 
Fel, +4 (020 7706 6859 
Fax: +44 (0)20 7724 7875 





Londonį 
Business 





emai: mba_fasttrack@london.edu 
OR sinaninfo@iandon.edu 


www.london.edu 


School 


transforming fotures 











Bre 2800: 





COURSES 





“IMD was our springboard 
and it still maintains 
our momentum” 


Hans van der Velde 

President & CEO Visa Intemational EU 
Alumnus of 

Seminar for Senior Executives, 1991 

(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 





















Matti Alahuhta 

President Nokia Mobile Phones 
Alumnus of 

Managing Corporate Resources, 1989 
Orchestrating Winning Performance, 1995 


Pi 
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| = 
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Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile 
Phones have a lot in common. They both have international careers that benefited from attending a senior general 
management program at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 


Both these top executives are convinced about the high return on the investments they have made in executive education. 
lf you want to capitalize on your leadership potential and give your company a leading edge you should carefully consider 
attending one of IMD’s senior executive development programs, some of which are shown below. 


International Program Senior Executive Breakthrough Program 
for Board Members Forum for Senior Executives 
Boards in Transition Acquisitions and alliances; managing after the deal is Corporate growth and persoral effectiveness 
3-day forum for new and experienced members done 3-day forum for very senior managers 2-week general management program for 
of main boards, Examines the growing pressures who want to make their mergers, acquisitions international managers at executive committee, 
to change the functioning of boards, their role, and alliances succeed group or divisional ‘evel wno aim to lift the 
operation and composition Starting date: February 23, 2000 business to new ‘evels of value creation. 
Starting date: May 3, 2000 Starting dates: June 5 or October 9, 2000 
Orchestrating Winning Performance Managing Corporate Resources 
Global business forum for the 3rd millennium Driving business unit success and shaping corporate futures 
6-day theme-based program for individua 3-week general management orogram, incorporating 
managers and teams. Offers personal selections company projects, for expesiencedkexecutives who 
of subjects from multiple electives formulate or implement business unit strategy. 
Starting date: June 28, 2000 Starting dates: May 8 or October 30, 2000 


Real World. Real Learning” 


Please contact Ms. E.C. Pebody at the International Institute for Management Development, Lausanne, Switzerland. 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Website: http://www.imd.ch 
Ms. Pebody would also be pleased to inform you about IMD's Executive MBA program 
For information about our full-time MBA program, contact 
Tel: +41 21/618 0298 Fax: +41 21/618 06 15 E-mail: mbainfo@imd.ch 
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Harvard University 
John. F. Kennedy School of Government 


Senior Executive Fellows 

For middle managers in the federal government and their private 
sector and international counterparts. Builds executive skills in 
political.and public management, negotiation, human resource 
management, policymaking, organizational strategy, ethics, 

ond leadership. March 13-April 7, 2000 or 

October 9-November 3, 2000 


Initiatives in Conflict Management: Planning 

for Civil-Military Cooperation 

Presented jointly with the National Security Program and the 
Conflict Management Group, and is for mid-to-upper level U.S. 
and international participants from the government, military and 
private sectors. Prospective applicants are typically involved in 
intervention at all stages of conflict and reconstruction. 

April 30-May 7, 2000 


Leadership for the 21st Century 


- Senior executives from the public, private, and non-profit sectors 


investigate ways to exercise leadership effectively in the face of 
the toughest challenges. May 7-12, 2000 


Environmental Economics: A Course for the Non-Economist 
Leads public and private sector officials toward a greater under- 
standing of economic aspects of environmental problems and 
policies. May 15-21, 2000 


Leadership Development Program 

Practitioners of leadership education learn ahout new skills, 
techniques and concepts for teaching ond training on leadership. 
May 15-26, 2000 


Strategic Public Sector Negotiation 

For senior level executives in government and their international 
equivalents, and senior executives in private and non-profit organi- 
zations with heavy government interface, Negotiating successful 
formal agreements and productive informal understandings. 

May 22-26, 2000 


Kennedy School-HIID Program 

for Leaders in Development 

For senior leaders from developing, newly industrialized and transi- 
tional countries. Focuses on the problem-solving, analytic, and 
strategic skills needed to implement major political and economic 
transitions and institutional change, June 12-23, 2000 


infrastructure in a Market Economy 

Designed for senior public and private sector officials from both 
industriclized ond newly industrialized countries. Focuses on effec- 
tive policies for implementing and regulating the private provision 


`- of infrastructure. July 9-21, 2000 


HARVARD 


JOHN F. KENNEDY 


Senior Managers in Government 

For senior executives in the federal government ~ their private 
sector and international counterparts. Focuses on management of 
change, policy analysis, negotiation, leadership, strategy, anc orgo- 
nizational management. July 30-August 18, 2000 


PROGRAMS ON LEADERSHIP FOR SENIOR EXECUTIVES 
Two-day programs for senior executives in the public, private, and 
nonprofit sectors. 


Managing People for Maximum Performance 

Bringing out the best in the individual and the organization. 
March 27-28, 2000; July 17-18, 2000; October 16-17, 
2000; November 13-14, 2000; December 4-5, 2000 


Promoting Innovation and Creativity 

Breakthrough strategies for new products, processes ond solutions. 
March 29-30, 2000; July 19-20, 2000; 

October 18-19, 2000; December 6-7, 2000 


Effective Decision Making 

Making wise choices in the face of risk and uncertainty.: : 
April 3-4, 2000; July 24-25, 2000; October 23-24, 2000; 
December 11-12, 2000 


Strategies for Enhancing Executive influence 

Communicating persuasively inside and outside the organization. 
April 5-6, 2000; July 26-27, 2000; October 25-26, 2000; : 
December 13-14, 2000 


COURSES OFFERED ONLY IN WASHINGTON, D.C. 
Two-day programs for senior executives in the public, nonprofit, 
and private sectors. 


Essentials of Decision Making 
How to avoid biases and achieve better outcomes, 
June 19-20, 2000 


Strategies of Persuasion 
Provides a systematic approach for influencing others. 
June 21-22, 2000 


For Further Information and Applications: 
Enrollment Services 

Kennedy School of Government 

Harvard University 

79 JFK Street 

Cambridge, MA 02138 

Phone: 617-496-0484, ext.105 

Fox: 617-495-3090, 

E-mail: KSG_ExecEd@horvard.edu 
htto://www.ksg.horvord.edu 


UNIVERSITY 
SCHOOL OF 


GOVERNMENT 
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THE MASTER OF 
N THE NETWO 


In the ermergi ital economy, 
maraging organizations is a totally 
new ballgame. You need to 
understand Information Technology, 
know. where its going, and find ways 
to exploit it for the benefit of your 
enterprise. 


The Universita Cattolica at Piacenza 
offers a new program leading to the 
“Master of Management in the 
Network Economy (MINE) degree. 
The aim of this program is to 
produce managers who can score 
higher than their competitors within 
the context of the new economy. 


Location: Universita Cattolica del Sacro 
Cuore, Piacenza, Italy 


4 ® Language of Instruction: English 


| @ Duration: 16 months 


® Starting Date: 
September 18, 2000 

| ® Applications: 

| March 1- May 15, 2000 





cow Technology 


FUJITSU cance 
SIEMENS 


Ee http://mine.pc.unicatt.it 


|The second mos 


MANAGEMENT 


RK ECONOMY 


MANAGEMENT IN THE NETWORK ECONOMY “| 


The Master of MINE Program is 
the result of collaboration 
between the Center for Research 
on the Applications of Telematics 
to Organizations and Society 
(CRATOS), Universita Cattolica 
at Piacenza, Italy and the School 
of Information and Management 
Systems (SIMS), University of 
California at Berkeley, USA. 


naa 
FONDAZIONE 


DI PIACENZA E VIGEVANO 


Conse ah & 


Partners; 1e 





e info.mine@pc.unicatt.it 








GF Amsterdam 
G Institute of Finance 
In cooperation with the faculty of 


INSEAD 


Measuring and Implementing 
Economic Value Addec 
(February 14 — 16) 
This course provides participants with the tools to measure 
performance, see where shareholder value is created or 


destroyed, and design: value-driven incentive schemes for 
employees. 


Foundations of Finance 
(February 17 ~ March 10) 


This course offers an intensive and in-depth overview of the 
main principles. underlying’ modern corporate ‘finance. - 


Financial analysis, valuation and financing are the key issues. = 


For information, please visit our: Web. site or contact us directly. 
AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
200 162/160 - fax: +31-20-52009 61 

wnt - internet: www.aifnl 


important decision 
in your life. 


Choose the right MBA. It will be your partner for life. If you see your career 
as being entrepreneurial and multi-cultural, the choice is E.M.LYON: 

the school of management at Europe’s cosmopolitan hub. 1 year full-time, 
2 year part-time. Teaching in English or French. Worldwide network of 
exchanges. Emphasis on personal development. Nearly four job offers 

for every graduate from a who's who of multinationals. Call Jacqueline Del 
Bello on 334 78 33 78 65 or e-mail: mba1@em-lyon.com for brochure. 


-| Cesma MBA at E.M.LYON 
- Do it for yourself. 
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WASHINGTON INTERNATIONAL UNIVERSITY § 


“I earned my American degree in 
just one year...at hame!” 


C D You study at home ~ no classroom anendance 2) Earn your Bachelor, 
Master, B.D. in one year. 3) Enrollrneat open now in Bush 
{6 MBA fields of study). - Engineering - Diplomacy - Counseling - Compu i 
mow. 4) One-on-one faculty advisors 5) Graduates in 11.2 countries and 36 states in the 
To request your catalog and application: 
P.O. Box 1138 Bryn Mawr, PA 19010-USA 
FAX: 610.527.1008. e-mail: admissions@washint.edu 


H 


Brussels School of 
International Studies 


The Graduate School of Polities and internati 

University of Kent offers the folowing programmes 

+ MA in International Relations by Coursework and 

+ MA in International Relations by Research and T 

+ MPhil in international Relations by Research and Thesis 
< PRD in International Relations by Resea d Thesis 
Admission for Coursework Programmes in October 
Admission for Research Degrees at the beginning of 
Full-time ang Part-time evening study. 


February. 
ny month, 


For a full brochure and informal enquires, contact: 
Or Jarrod Wiener, Director, Brussels School of | ational Studies, 
Ve s College, Pleinfaan 2, B- 1050 Brussels. Bi 


Tek (432-2) 629-2707 Fax: (+32-2) 629-3637 Err ner@uke.ac.ule 


dome Study Course in Economies 
A lilesson study that will throw light 
en today's baffling problems. Tuition 
free~small charge for materials. 
Write: Henry George institute, 
121 East 30th Street, 
New York NY.10016, USA 


ormel http: /Avww.henrygeorge.org 





The University of Durham MBA comes in. three AMBA accredited 
study options- Full-time, Part-time or Distance Learning. 
Find us @ www.durac.uk/dubs/ or call +44 191 487 1422. 


University 
of Durham 


investing in excelience in teaching and research 


FLAGSHIP COURSE IN PENSION REFORM 


World Bank Institute 
Washington, D.C. - March 6 to 17, 2000 


LLD of HARVARD UNIVERSITY 


PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 


dune 26 - July 14, 2000 Cambridge, Massachusetts, USA 
Director, Eytan Sheshinski 
si on Performance and 
“Reform of Stte-Cwned Enterprises 
* The Rationale for and Problems of 
Publis Ownership 


Designed for government officials, staff of muiti-lateral 
organizations and research institutes, and private sector 
representatives. Course includes: 


Basic Design Options: 
* Policy choices: DB v, DC, PAYG v, funded, publie’v: private 
* Parametric and multi-pillar reform options : 
* Impact of the pension system on financial markets 
+ Political obstacles to reform and how to overcome them 


* Methods of Privatization: Auctions 
Share Flotation. Concessions and 
Suategic Investors 

* Mass Privatization in Transition 

* Privatization of Natural Monopolies: Economies 

Theory and Evidence Special Topics: 

* Civil service schemes 

* Disability costs 


* Gender issues: 


+ Recent Privatizations: Data and 


Implementation Issues: 
Conclusions 


“Regulating pension funds 
* Administrative costs 
* Annuity markets 


* Regulation: Structure and Methods 
* Deregulation and Competition Policy * Post Privatization Corperate Governance 


«Labor and Privatization 





Lecturers iaclude th Arrow, William Baumol, Eduan Engel, Paul Krugman, 
detire seph Stig : Summers, Jean Tirole. 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14:Story Street, Cambridge, MA 02138, USA, Attn: Mike Hrez 
Fax: (617) 495-9786 Teh: (61.7) 495-3482 Email: pap@hild harvarcedy 


WWW.HIID. HARVARD. EDU/TRAINING) 


For information and application, please contact: 
Caurence Sage 

1818 H Stree, NW G2-061 
Washington, D.C. 20433 
Phone: (202) 473-6466 


Fars (202) 676-0961 
Emai f 
Lsage@waorldbank.org 


Our Summer School offers the chance to gain valuable skills in 
business and management whilst enjoying an exciting cultural and 
leisure programme, based in the heart of London. Transferable. credits 
awardad on completion may count towards a Masters Degree. 
Subjects include: 

international Financial Services 

Operations & Information Management 

The International Economy 

International Human Resource Strategy 

Global Marketing Strategy 

International Business Policy 


Contact the Admissions & Marketing Office, University of 
Westminster, 35 Marylebone Road, London NW1 3515, UK. 
Telephone 020 7911 5020. Fax 020 7911 5703, 

Email mor05@wmin.ac.uk http://www.wmin.ac.uk 


WESTMINSTER BUSINESS SCHOOL 


Graduate 
Summer 


School 


UNIVERSITY OF WESTMINSTER 


oan as 
Educating for professional te Ch +=: D 


THE ECO NOMIST JANUARY OTH 2000 


17 Jury ~ 11 August 2000 





JOURNALISTS/MEDIA MANAGERS. = BALKANS — The IREX ProMedia Program, 
a USAID-funded project, seeks long-term and short-term consultants for 
print and broadcast media development programs in the Balkans. Ideal 
candidates are experienced professionals with journalism and/or business 
management experience in print or broadcast media, international training 
and consulting experience, and- an ability to live and work in a difficult 
environment. Send resume with Gover letter to: IREX ProMedia/Batkans, fax 
(202)628-8189 or <promedia@irex.org> 


FINANCIAL ENTREPRENEURS Needed World 
Wide For Marketing Visa Cards, U. S. Dollar 
Accounts, High Yield Investor. Serious 


Inquiries. (336) 297-4800 Fax: (336) 297-0085 
www.e-z-card.com 





EMERGING MARKETS 


| WRITERS/EDITORS 


Business Monitor International. leading publisher of business information 
on global emerging markets, is recruiting full-time writers and editors 
to produce forward-looking editorial on Latin America, Asia, Emerging 

< Europe, the Middle East and Africa. If you have a background in political, 
macroeconomie or financial analysis of emerging markets, and strong 
writing skills, this is an excellent career opportunity in a fast-growing, 
multi-media company, Competitive salary and conditions apply in 
riverside offices in Blackfriars. 





Send full CV and recent writing samples to: 
Nick Boughton 
Business MONITOR INTERNATIONAL LTD. 
179 Queen Victoria Street, London EC4V 4DU 
www. businessmonitor.com 


Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8/: hrs a day with 2 meals. 8 levels : Beg. I to Adv. If 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 10 Jan, 7 Feb. and all year 
Note: the famous Nice Carnival is in February 
06230 Villefranche/Mer BAS, France, Tel: (33) 493-01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com : 


CONFERENCES 


Squeezing new profits 
from the corporate "soft side" 


This conference wili focus on why 
Intangible Assets are becoming the 
key success factors for many 
corporations. 


Topics 


It will give Senior Managers the tools 
to understand, manage and measure, 
Reputation, Culture, and Market 
Knowledge in order to increase share 
valuation and profitability 


Particularly relevant for Latin American 
utility companies facing privatizations 
and market de-regulations. 
www. intangibleasset.com 


e-mail: ellien@graform.com 


HE BOGNOMIST JANUARY &1TH 2000 


* Selling the corporate “Vision” 

+ Managing changes in corporate culture 

+ New business opportunities from unused” Knowledge” 
e The financial impact of Intangible Assets 

+ Building a powerful corporate identity 

e Best practises of “The most admired companies” 

+ Measuring Reputation and stakeholder perception 
+ Developing a Brand Portfolio - Cases 

è Valuing customer knowledge and relationships 


* Maximising the hidden benefit during 
Privatization and de-regulation 


BUSINESS ANALYSTS/CONSULTANTS | 


CRU International is a leading business research. 
consultancy specialising in the minerais, metals and. 
chemical industries and works with governments, 
financial institutions and companies world-wide. 


Several opportunities exist in our London office for 
individuals at both junior and senior levels to participate,- 
as part of teams, in the creation of forecasts, market. 
reports and consultancy projects requiring strict 
deadlines. Overseas travel will become en integral part 
of the work. 


For the senior post you should be a graduate with 
experience in economic and industrial analysis in a- 
corporate planning, commercial or, possib -y, an academic 
environment. Experience of the steel industry would be a 
distinct advantage. For the junior posts, recent graduates | 
in economies or a related discipline such as business’ 
studies or geography are invited.to apply. An enquiring 
mind, an interest th economic analysis, ard the ability to. 
analyse and present your-work well both in writing and}, 
orally is essential. Familiarity with PC software packages _ 

is important and knowledge: of an additional language, 
particularly German, would be an advantage. 


An attractive salary/benefit package which will reflec 
experience and qualifications will be offered. 


Please send a full CV, including 

current salary to Patricia Stevens, 

CRU International Ltd, 

31 Mount Pleasant, London WC1X OAD. 
Tel. 0171-903 2160 

Email: pstevens@cruint.teom.co.uk 


| Tangible Profits from Intangible A 


Miami, USA, February 14-15 


Speakers 

4M. Figueres Former president of Costa Rica 
W. Alper Director Haygroup - New York 

P Atrill President Walker Information - Canada 
N. Anderson President CG/LA.- Washington 

R. Giese V.P. Gas Research institute - Chicago 

N. Loberg Sr Partner BrandActive - Canada 

E. Nijkamp C.E.O. Nijkamp & Nijboer - Holland: 
D. Punchard President Graferm - Venezuela 
M. Rowan President RamCo~ Latin America 

G. Stern President Stern Assoc. - Chicago 


Graform 


Telephone: (582}753 9289 Fam: #582) 751 5724 














_ Department of Economics 


Professor and Lecturer 
in Macroeconomics 


Applications ‘are invited for a Professorship and a Lectureship in the 
Department of Economics from candidates with a research and 
teaching interest in Macroeconomics. Candidates for the Chair 

x=. Should have an international research reputation. 
Salary for the Professorship will be in the Professorial range, 
minimum £36,401 pa, and for the Lectureship on the Lecturer Grade 
A/B Scale £17,238 - £30,065 pa. 
Informal enquiries to Professor Michael Waterson, Chair, 
Department of Economics, (tel: 024 7652 3427, e-mail: 
michael.waterson @ warwick.ac.uk) 
Full details and online application form trom 
jobs.ac.uk/obfiles/AC611 html 


Application forms (for the Lectureship post only) and further i 
particulars may be obtained from the Personnel Office, 
University of Warwick, Coventry CV4 FAL (tel: 024 7652 3627) 

. quoting the appropriate reference number, please mark clearly 

on envelope), 


-Reference No for Professorship: 21/A/99. 
“Reference No for Lectureship: 21/2A/99. 
Closing date: 31 January 2000. 


UNIVERSITY OF 
WARWICK 









































School of Law 
Geoffrey Wilson Visiting 
Lectureship in Law 


The post is for a fixed term of two years from September 2000. 


You must have expertise in the field of intemational economic law 

and will be responsible for graduate teaching in this field. Although 
applications are welcome from candidates with interests in any | 
aspect of international economic law, the School has particular 

needs in the areas of intemational corporate finance and 
antitrustcompetition law. 


Salary on the Lecturer A/B scale: £17,238 - £22,579/ 
£23,521 - £30,065 pa. 


Full details and online application form from 
jobs.ac.uk/jobfiles/AC607.html 


Application forms can be obtained from the Personnel Office, 
University of Warwick, Coventry CV4 AL (tel: 024 7652 3627: 
e-mail: recruit@admin.warwick.ac.uk} Please quote reference 20{A/99. 


Closing date for applications is 31st January 2000. 


_. UNIVERSITY OF 


WARWICK 
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Areas of Expertise Required 
- FDI, privatisation 

~ Export Promotion 

- SME development 
» Tourism 


| University 
of Auckland J 


ACE a leading consultancy providing technical assistance ia developing count 
sebking consultants to work on international projects. : : 


- Regional development -~ Institutienal Building 
~- Foreign Trade policy  - Banking financial services 
-HRM and training ~ Quality & Certification 

- Structural Funds ~ Industry: policy, restacturing 


Requirements 
~ University degree 
~ Minimum 5 years experience 


- English and/or Spanish andor French 
~ Projects funded by international donors 


Contact: Send detailed CV (EU format) indicating preferences for tong term and/or short 
term assigninents by e-mail to: 


ACE, Asesores de Comercio Exterior, Serrano, 20-4° I. Madrid 28001. SPAIN. 
Tel (34) 914351567 Fax (34) 914350184 E-mail: acecomex 














COMER COTY 


Faculty Positions 


(Associate Professor, Senior Lecturer, Lecturer) 
Department of Economies 
Faculty of Business and Economics 


Vacancy 1124ECON 


Applications are invited for positions available in 2000. Appointments 
will be made at the Lecturer, Senior Lecturer, or Associate Professor 
levels. Candidates for a Senior Lectureship or Associate Professorship 
should have a PhD and a strong record of published research, teaching 
and supervision. Candidates for a Lectureship should have or be near 
completion of a PhD, and have demonstrated strong potent’al in research 
and teaching, a RTN 


The University of Auckland is New Zealand's largest university with 27,000 
students on two campuses. The Department of Economics has’a large 
undergraduate programme as well as Honours, Masters, and PHD 
programmes at the graduate level. Staff research interests are 
comprehensive and the Department is closely associated with several 


_ research centres and study groups. Research is.generously supported by 


internal and national grants, and there are excellent computing, reference, 
and information facilities. 


Auckland, with a population of one million, is New Zealand's largest city 
and its commercial centre. It offers a cosmopolitan environment with a 
lively cultural scene and outstanding sporting and recreational opportunities. 
itis also the gateway for international air travel. 


Further information and Conditions. of Appointment can beobtained 
from Academic Appointments, Human Resources Registry, telephone 
§4-9-373 7599 ext 5788; fax 64-9-373-7023 or email: appontments@ 
auckland.ae.nz mer 

Three copies of applications must reach the Human Besot 
The University of Auckland, Private Bag 92079, Auckland 
by 31 January 2000. 


Please quote Vacancy Number 1124ECON in all correspondence. 
ACADEMIC APPOINTMENTS a 





es Registry, 
w Zealand, 


New Zealand 
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The Common Fund for Commodities, an intergovernmental 
financial institution “established by the United Nations, 
offers the position of Assistant Commodity Officer. He/she 

: will report directly to the Managing Director and, in co- 
operation with the Economist, focus mainly on: 


~ Establishing an overview on commodity related projects 
in Developing Countries financed by multilateral and 
bilateral institutions; 

- Identifying synergies and areas of collaboration with other 

-institutions in project development, 

- Commodity analyses. 


| Qualifications: Master’s degree or higher in economics, 
agricultural economics, development studies or equivalent; 
at least four years relevant experience in development 
assistance and commodities; excellent communication 
skills, fluency in English; knowledge of French or Spanish 
an advantage; computer literate. 


Salary: Competitive tax free salary and benefits in line with 
United Nations schedules. The appointment will be on a one 
“year fixed-term contract. 


Applications in English, including a curriculum vitae, 
should be received by 4 February 2000, addressed to: 


The Head of Personnel 
Common Fund for Commodities 
P.O. Box 74656, 1070 BR Amsterdam 
The Netherlands 


The U.S. Agency for International Development (USAID) is 
the U.S Government agency which manages U.S. foreign 
assistance programs. The USAID Mission to Armenia is 
seeking a senior person to fill the full time position of Social 
Sector Specialist under a U.S, personal services contract in its 
offices in Yerevan. The Social Sector Specialist will serve as 
the senior advisor and program manager for all of the 
Mission’s social protection programs in Armenia. These 
programs include an emphasis on the provision of short term social services 
and social assistance, increasing the efficiency and effectiveness of the 
Government of Armenia in planning, managing and monitoring social 
assistance and primary health care programs, and the establishment of the 
basis for longer-term sustainable social insurance systems. 


Applicants should have a masters degree in a related field, with ten or more 
years of progressively responsible experience in designing, implementing 
and managing social protection programs in an international context, or a 
similar amount of experience working in closely related activities that would 
have provided the applicant with an understanding of social sector program 
reform and implementation. Experience with the design, management and 

implementation of USAID social sector programs overseas is highly 
desirable, as is experience with the. social reform process in Eastern Europe 
or the former Soviet Union. A working knowledge of Russian or Armenian is 
also highly desirable. Applicants should be U.S. citizens. 


See minimum qualification guidelines for GS-13 equivalent levels on the 


OPM website at http://www.usajobs.opm.gov see more details for this 


specific announcement at http.//www.info.usaid gov 





Interested applicants should send an SF 171 or OF 612 to Sean O'Leary, 

Executive Officer, USAID/Armenia, Washington, D.C. 20520-7020, or by e- 

mail to: seoleary@usaid.gov, or by FAX to: Attn Sean O'Leary 374-2- 
- 151131, Submissions must be received at USAID/Armenia by COB February 
< 11, 2000, and should reference solicitation number 111- 1199-008. 
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COMMONWEALTH SECRETARIAT 


VACANCY FOR THE Post oF CHIEF PROGRAMME OFFICER (EDUCATION DEPARTMENT). 
HUMAN Resource DEVELOPMENT: Division (HRDD) 





The Human Resource Development Division. designs and implements the. 
Secretariat's sub-programmes on Humon Resource Development initiatives... 


Education and Health, based on current priorities and mandates fiom member | 


governments. In the arec. of seducation, these sub-programmes involve 
promoting education and training in relation to policies. strategies and good: 
practice, for broadening access, strengthening capacity. ard improving: 
quality. The Education Deportment therefore provides advice, helps to- Duig: 
capacity and also promotes co-dpefation among Commonwealth member 
states in these areas, HRDO works. closely with governments and NGO 
including many pan ‘Commonweal th institutions: 


st understanding of HRD i in evelina < 

the challenges faced by smal states im sdi ‘ation and HRD experience “of 
managing development projects nd demonstrated. dbilty to acces and 
manage external funds: aility jo work independently with limited: support, 
draft clearly and concisel y both coriceptual: papers ard jechical’ reports, 
good managerial ond IT skills ane sensitivity to gender and anulfi-cuttural i 
situations ore essertiol detalied knowledge of the factors impacting on the 
development of small states will be an advantage: broad-based technical: 
expertise in the field of education ‘and. human, devel lopment is alsin prefered to 
narrow specialisation i inva niche crea. 


Three years appointment in the first instance. Salary £39,122 - £51,467 gross p-a. | 


for UK residents: Salary £37,992 - £49,968 gross pi. plus eccornmodation and: 
other allowances for oversecis residents. 


Further details from Gladys: Mhone, Commonwealth Secretoriat,..Marborough v 
House, Pall Mal, London SWIY SHX; UK: Tele: (44) 020 7747 6181 Fax: (44) 020 
7747 6520; Email: g.mhoneaCommonwealth.int ; 


Commonwealth Secretaria” Website: hitp://www.thecommonweaith.org 


Commonwealth Secretariat ison Equal Opportunity Empioyer 


Closing date for application: 11. February 2000 


IFOA is renown for providing value-added training and:consultancy 
services world-wide, Continued. growth. in ‘our activities has created 
challenging opportunities: in Northern Africa. and the Middle East for... 


TRAINERS 
PROJE CT MANAGERS 


Fields of specialisation include: 


VETOO — Vocational Training and Higher/Professional Education 
MATOO ~ Management Training: 
(Marketing, Finance, HRD, IT etc.) 
SME00 ~ SME Development 
TIMOO ~ Training: Institutional Management and Policy: 
EDUO0 ~ Basic and Primary Education 


Applicants must have at least 10 years proven experience'in the region 
and fluency in English o” French. Knowledge of Arabic is an advantage 


Please send your CV, max 4 pages, preferably in EU format specifyin 
field code (s); 
industrial sectors specialisation, 
training cycle skills; 
availability (long and/or'short-term). 


IFOA - international Projects Department: 
Via G. d'Arezzo 6, 42100 - Reggio Emilia, ITALY 
Fax: +39-0522-284708 E-mail: macondo@ifoa.it 

Web site: http://www.ifoa.it 
No phone calis please 





The International Crops Research Institute for the Semi-Arid Tropics 
{ICRISAT) is a nonprofit, autonomous, scientific research and training institute 
‘Teceiving support from donors through the Consultative Group for International 
Agricultural Research (CGIAR). ICRISAT’s Headquarters is at Patancheru near 
Hyderabad, India, with its locations in Asia and Africa. ICRISAT undertakes global 
research into the improvement of six crops (sorghum, pearl millet, finger millet, 
groundnut, chickpea and pigeonpea) and into resource management technologies in 
the semi-arid tropics, whichis home to one-sixth of the world’s population. 


ICRISAT is seeking: 
1. PRINCIPAL SCIENTIST (ECONOMICS) [IC-IRS-01/2000-J] 


The Job: The responsibilities include evaluation of growth prospects and 
opportunities in SAT agriculture; projecting demand and supply of key resources 
and commodities in the SAT and their implications for sustainable agriculture, 
poverty reduction and food security; setting up decision support system for 
research resource allocation; provide socioeconomic input into cross-pragram 
projects related. to crop and natural resource management improvement projects. 


The job also involves execution, guidance and coordination of project activities, 
design and conduct surveys in collaboration with Asian NARS partners, and 
backstop support to ICRISAT management on key issues related to SAT 
agriculture, Ability to write project proposals to attract special donor funding is 
essential, The selected candidate will lead the socioeconomics and policy research 
in Asia, under the overall supervision of the Program Director, Socioeconomic and 
Policy Program. 


The Person: Applicants should have a PhD or equivalent degree in Economics, 
Agricultural Economics or Agricultural Sciences, with 15 years of post-doctoral 
experience and high intemational professional standing. A demonstrated capability 
for leadership with effective interpersonal skills in a multidisciplinary project- 


based research environment, and experience in management of agricultural | 
research are essential. Analytical, quantitative and econometric skills are needed, | 


Extensive knowledge of the African and Asian agricultural research environment is 


required. Proficiency in written and spoken English is essential, and knowledge of | 


French is highly desirable. 


The Reward: This is an internationally recruited staff position and internationally 
competitive salary and benefits package will be provided. 


2. PRINCIPAL SCIENTIST - ECONOMICS (Regional Position) [IC-SMG- 
02/2000-J] 


The Job: The responsibilities include development of methodologies to identify 
and establish opportunities for improving the efficiency and sustainability of water 
use in the semi-arid tropics cropping systems; evaluate how private investments in 
{water are influenced by property rights, resource pricing, and markets, with focus 
in Asia; development of investment strategies for improved natural resource 
management in the semi-arid tropics. 


‘Thé job will also involve executing, guiding and coordinating project activities, 
) designing and conducting surveys, and training on applications for decision 
making in the area of water management. 


The Person: PhD in Economics or Agricultural Economics with minimum 15 
years experience in the relevant field. Analytical, quantitative and econometric 
skills are needed. Experience with modeling and computer applications will be an 
advantage. Ability to communicate effectively in order to exchange ideas and 
information with people of different ethnic, cultural, and educational background 
and to prepare reports and manuscripts is essential. 


The Reward: This is a senior position in the Scientific and Managerial Cadre of 
ICRISAT and an attractive remuneration package in Indian currency will be paid. 
Applicants from countries in the Asian region are encouraged to apply. The pay 
package includes house rent allowance, medical and hospitalization benefit, 
children education, annual leave travel to home base, provident fund, and gratuity 
as applicable. 


Common terms: These positions report to the Director, Socioeconomic and Policy 
Program. appointment will be on a 3-year contract, renewable based on 
organizational need and performance. The candidate should be an effective team 
player capable of working in a multidisciplinary and multicultural environment. 


ICRISAT is an equal opportunity employer, and is especially interested in 
increasing the participation of women on its staff. ICRISAT is responsive to the 
needs of dual career couples. ICRISAT has a flexible approach to international 
appointments and welcomes enquiries from persons interested in working at 
ICRISAT while on secondment, 


Applications, referring to the code number, should be submitted to N P 
Rajasckharan, Director, Administration and Human Resources, ICRISAT, 
Patancheru, Andhra Pradesh, India [phone: +91 -40-3296161; fax:+91-40-3296180 
or +91-#455-40348; Email: . KH@CGOIAR.ORG], by 18 February, 
2000. The application should include an up-to-date curriculum vitae, the names and 
addresses: (including fax/telexe-mail) of three referees, date of availability, and a 
statement of the special qualifications for the position. 





Executive 375K -S00K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
+1 202 4781698: cpamerica@vcareerpath.co.uk 






USA/Canada 








Eurepe +44 20 75048280 — cpeurope@careerpath:co.uk 
Asia / M, East/Aus +66 2 2674688 cpasia@bkk-loxinfo.co.th 








Are you a 40 yr+ senior executive 
earning $100K+ per year? 


If so, you possess the invaluable business expertise which only comes with 
maturity, Are you continually frustrated with your current job opportunities? 
You need the international job search experience that only Resume 
Broadcast International offers with the personal contact necessary for 
success. Thats why we work 24 hours a day, 7 days a week; 365 days 
year for our clients. Don't wait another minute, Contact us today (to meet 
our executive staff in London from 28/12/99-17/1/2000) at Tel: (909) 866- 
4213, Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com to 
advance your career into the next century. 


Resume — 
Sroadcaat € 










Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 1022243306 @compuserve.com 













LR ASHORE EHD BE LAW 


The Riga Graduate Schoot of Law in Riga, Latvia, offers the following professor/assisting 
professor's (PhD, LED or the equivalent in law) position for its Mastér of Comparative 
Jurisprudence programme: 


ie 


* International Commercial Law, Corporate Law and/or Intellectual Property Law 


The assignment includes course development, lectures, research and student supervision, as well 
as close cooperation with Baltic teachers/assistants. : 

Teaching language: English 

Contracting period: maximum two years with possible prolongation 


The position requires openness and a particular interest in the development of the legal environment + 
in the Baltic States, as well as, an understanding for specific problems of new. legal systems in 
transition towards continental European legal systems and perspective membership of the BU. 


Salary: 4000 - 6000 USD/month (excl, social tax) and negotiable benefits connected. to 
employment abroad. 


Please send CV with cover letter, references anda list of publications ti; Riga, Graduate School 
of Law, Alberta iela 13, LV 1010 Riga, Latvia 
Last date of application: April 10, 2000. 


Further information: Linda Freimane, Director of Studies, tel. + 371 - JOP $88 28, fax: + 371 - 
733 60 24, e-mail: lindagings!.edu.ly 


THE SCHOOL 

The Riga Graduate Schoo! of Law is an international, newly established institution, founded in 
Riga on March 18, 1998 and based on a bilateral Latvian - Swedish agreement. The RGSL has 
three shareholders, the Latvian and the Swedish Governments as well as the Soros Foundation 
Latvia, 


The Academic programme is decided by the RGSL Academic Board, consisting of: 
Professor Jan Ramberg, Rector, RGSL i 

Dr, Egils Levits, Judge at the European Court of Humar Rights, Strasbourg; 
Professor Kaj Hobér, Mannheimer-Swartling law office, ‘Stockholm: 

Professor Göran Melander, Director of thé Raoul Wallenberg Institute, Lund: 
Professor Allan Rosas, Turku University, Finland: i 
Professor Andras Sajo, Central European University in Budapest; 

Professors Anders Victorin, Dean at the Law Faculty, University of Steckholin, 


THE MASTER'S PROGRAMME 

The Master’s programme provided by RGSL is a full time, full calendar year programme that 
leads to a Master of Comparative Jurisprudence (MCI). 

This programme is tailor made for young Baltic lawyers and offers a modera, western law 
education. During the second part of the academic year two'options of studies are offered - a 
Business and an Administrative law oriented programme: 


PHILOSOPHY 

Most professors and teachers at RGSL are foreigners, practising lawyers and teachers’ from 
Western Europe and the USA, However, in order to secure transfer of knowledge and anchoring "| 
in the Baltic legislative systems, each. foreign teacher will heve ons or several local 
assistants/lawyers, The assistant will act as a link between-the teacher and the students, 
participate in the preparation of courses and in the different seminars and lectures. 

The overall teaching method is very intense, interactive, and to a large extent based on case law, 
Students are expected to produce a large number of analyses, opinions and presentations, written 
and oral. 
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Europe made easy 


| Crossair.of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 


fromthe the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti 
nations in 36 European countries through its EuroCross hub at EuroAlrport Basle. Contact your 
Fecal travel agent or Crossair +44 845 607 3000. www.crossair.com GP. The Qualiflyer Group 


PUBLICATIONS 


Some of the finest 
private villas, 
farmhouses and 


castles with jj 


swimmin Is, 
E Pra 


www.tuscanynow.con |] 


USA (EUROVILLAS) 
Tel/Fax 800 767 0275 
TUSCANY NOW (UK, EUROPE) 
E T: +44 (0)207 272 5469 F +44 (0207 272 6184 


[®WorldBid 


NTERNATIONAL TRADE LEADS 


View details at: 
l-www.worldbid.com 


Readers are recommended 
to make appropriate enquiries and take 
‘appropriate advice before sending money, 
‘Fincurring any expense or entering into a 
‘binding commitment in relation to an 
f advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
joss or damage incurred or suffered as a 
{result of his / her accepting ar offering to 
accept an invitation contained in any 
advertisement published in: the Economist. 





po ND FOR OUR FREE INFORMATION PACK 





Ek aver 
200 years. Now let us irdce yours! 


Debrett Ancestry Research Lid, Dept EN PO. Box 7, 
Alresford; Hants, UK, 9024 BEN. Tel (01982 732676 
Pax (O}1962 734040 http.dwww. dabratigncestey.démon.ca,ak 








WHICH UNIVERSITY 
_1S THE BEST FOR ME? 


RK EXPERIENCE, | 
NDANCE., 


crossair 


Group of Thirty 


The Evolving Corporation: 
Global Imperatives and National Responses 
A Study Group Report 
A comparative study of the evolution of the large 
corporation in the United States, Japan, Germany and 
the United Kingdom, and an examination of hew such 


corporations have been responding to a set of common _ 
global economic pressures: 


Price: $40.00 


ISBN: 1-56708-112-6 


“The Group of Thi 
1990 M Street, N: 

, Suite 450 
ia DC 20036 


Tel. 202-331-2472 f 
Fax 207-785-942 


For more information 
or to order, contact- 


email: info@group3 


Publications in International Economics and Fi 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading — 
tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and 


trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: Stuart Stobie 


Tels #852 2542 1177 Tel: 


+832 2545 0530 


U.S. IMMIGRATION 


finding jobs, bus 


yOu, ne us at OGI 954 
Management Consulting USA Tac, 
1802.N. University Drive, 
Suite 1004, 

Fr, Lauderdale, Fl, 33322. 
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USA: Bill Andrews 
+i iat 363 9669 Tel: 


GIBRALTAR: Diane Dentith 
+350 76173 Tel: 
+340 70158 2 

Lsavereigngroup com 


deenen No: FSC 00143 


IMMIGRATION TO CANADA. 
Experienced Canadian Immigration 
Lawyer will prepare Visa application and 
conduct job search for prospective 
immigrants. Very reasonable fees. 
Leonard Simcoe, Ref. E 1265 Laird 
Bivd., #208, Mt, Rayal, Quebec, Canada 
HƏP 2TL Fax (514) 7390795, ` 
Emal: LSimcoe@csi.com 
hitp-//users. yes net 8S/simcos 





The ultimate authority on the world’s best hotels 
hideawayreport.com 


U.K.: Simon Denton 

Aa (207 479 7070 
4 (02074394436 

overcipngroup.cent 





T.C i; Poul Winder 
fel: +1 64% 946 5036 
z t} 646 O46 5082 
tcheisovereigngroup.com 


www.sovereigneroup.com 


BUSINESS 
OPPORTUN TIES 


OFFSHORE COMPANIES | 


* Ready made companies 
* Full corporate administration 
* Trade services (/C, shipping) 
* Banking/Accounting senvices 
* China business development services 
Contact Stella Ho for immediate services: 
& company brochure 
NACS LTD 
Room 1108, Albion Plaga 2-6 Granville 
Road, 75.7, Kowloon. Hong Kong 
E-maiknacs@hk, supernet 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 





| The UK & Offshore 
| Company Specialists 


SSCHPHROHEHHRHTHEOCHEHHRHHEEO HHO BHR OREO 


The Company Store Group Ready made & own choice of name 
International is ane of the longest Co's available in UK & worldwide. 
established professional firms # Froe advice & colour brochure, 
specialising in worldwi Free name check, 
company and trust B We guarantee the 
formation, We 

believe that we offer 

the quickest service : iolity. 
and the most w Full nominee 
D fees, with services, domicilation, 
no hidden extras. We bank introductions, 
undertake lo refund the difference, mail, tel, fax, email and 

if you can obtain the same services associated services, 





elsewhere at a lower cost. 





The Company Store Group (America) (Bohames) (Belize) (BYN (Inland) (Nevis) (Poreame) 
THE COMPANY STORE GROUP 


CONE RHO TD TU HT O DERE ROEM HOOT HOHH NEE NOH OD 


26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0683 
e-mail: enq@companystoreworldwide.com 


| Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 


4.9¢ a minute calls 
to the USA 
from anywhere 
in the world! 


8¢ calls to UK, France, Germany, 
Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 


Get low, low rates in the true spirit of the holidays! Phone friends and 
family back in the U.S.A. at just 4.9¢ a min! 


4.9¢ a min. NOW! 
1-718-234-8228 


We'll call you right back 
with all the facts! 
Fax: 1-520-940-1176 
Or e-mail us at: 
n2p3éusa.com 


Or, call anywhere in Western 
Europe for just 8¢ a min. Get 
rock-bottom rates around the 
world. 


Call, fax, or contact Net2Phone® 
NOW and save! 


iis only, 
it 


@ netžphone” 


Jo www wet2phene.com 
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B Al major credit cards accepted, 





| Permanent residency in UK after 4 yea 
| 


| @ Investor (Eim) 
i 


| Second passport (economie citizenship 
| programme) 


Contact Laya Falsafi at 


KINGSFORD STACEY BLACKWELL | 


SOLICITORS 
Square 


(+44) 0 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
BELIZE £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE, PROVIDED BY. 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
13 WIMPOLE STREET 
LONDON WIM 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


ia 3@fiduciary.co.uk 
www. FiduciaryGroup,com 
Please quote: Economist 


DELAWARE (USA) 
CORPORATIONS 
hf Delaware 


ated. 
3511 Siveside Rd, AOSE © Wiknington, DE USA 19810 
302-477-9800 = B00921-08F © FAX 30247-9871 
Eemal: compGodalieg soon © lwtornat: Miye / fdekeg com 


CUT THE COST OF YOUR 
STAY IN LONDON 
Conifortable self-contairied serviced studio fats 
in ‘Krightsbridge near Harrods, fully equippeid 
kitcher-dinetta, h phone, satellite TV., 

gd servi 


Knightsbridge Service Apartments 
45 Ennismore Gardens, London SWT 1AQ. 
TEL: 01715844123, Fax: 0171 5849058. 
info@kstiats demon.co.uk 
www. keflats demon co.uk 


M#*LONDON'A 


| Quality serviced apartinants atlering best value 

fur Money. Our aparunents offer great anys 
compared ta Nof Fuly serviced, privatë 

W iahon, kiben TV teleptone, contra) M 
Heating, levator. 

a :, Gantrally osaid in Kensington area n 


@ Tourist Board Approved W 


E Ashburn Garden Apartments 


3 Asbburh Gardens n 
South Kensington, London SW7 4DG, UK 
www.ashburngardens.co.uk 
@ = info@ashburngardens.co.uk 
Tal: ++44 207 370 2663 
LS Fax: tegda 207 370 6743 
SOeeB@eeanru 
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OFFSHORE COMPANIES 
& TAX PLANNING 


BY LAWYERS 


The SCF Group is probably Europe's premier EICENSED 

trust and management practice fully owned and operated by 

_ qualified lawyers and accountants. Unlike many competitors, 
the Group is fully able to meet your entire individual and 


corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. if you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 
¢ 100’s of Companies immediately available! 
» Full Management & Nominee Services 
s Secure Bank Introductions 

s Family Settlements & Asset Protection 
« Trust & Foundation registration 

e Fiscal Migration 

e Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
e ULTRA COMPETITIVE FEES 












For over a diene of the century, 
OCRA has offered unparalleled 
kriowledge of international tax 
and asset protection planning for in 
individual and corporate clients 
Now delivered through a network WORLD WIDE 
bof offices in 26 world financial 
“centres and all time zones, 
`- the collective experience, skills and 
resources of more than 300 multi- 
disciplined OCRA professionals 
including. lawyers, chartered 
accountants and secretaries, 
economists and bankers are » 


URN R kord — W mee 
For the ultimate TAX ‘Planning / offshore company 
website, brochures and much more please visit. us at 


www.scfgroup.com 


Rec. as one of the top 30 financial websites 
Financial. Times of Londons’ h international Ma 
Lod Lo) me wet nn -— 





















Instant Response 
Immediate Action 
29 Languages Spoken 


FOR A FREE & FRIENDLY INITIAL CON 5 4 
HOURS PLEASE E-MAIL US AT Offsh: re SCIU G COM OR CONTACT ONE OROUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-29 Lower 








The most comprehensive 


instantly accessible ~ wherever Chelsea, London, ke St, Avenida Arriaga 77 
you are y range of offshore services SW3 6NJ, UK Dublin 2,2RELAND rd Floor, Suit 305, Centre.!Phase 3, Jalan 
t e Personalised Tax Tek+44 207 352 2274  Tek+353-1-662 1388 9000 Funchal, Okk Abdullah, 87000 $ 
f ig ne FREE te page Planning Advice Fax: +44 207 795 0016 abe 1954 Madeira, PORTUGAL — Labuan FT, MALAYSIA 
u our brochure contact e-mail: email Tek: +354 291 202 840-8 
co «750 Ready Made offshore@scfgroup.com otfshore@setintl: jolie  Fax:+351 291 202 849 Fax: 480 8 742 1646 


Colin W Forster (Director) 
ISLE OF MAN 
- PO Box 55 Companies House 
Tower Street Ramsey 
| Isle of Man IM99 4JA 
-British Isles 
-Telephone +44 1624 815544 
Facsimile +44 1624 817080 
E-mail: economist@ocra.com 


FREEPHONE UK 
0800 269 900 
FREEPHONE USA 
+1800 283 4444 


All major credit cards occepted. 
Amember of the Estate and General Group 
Established 1935. 


Corporations from USS350 f e-mail; 
* Bank Introductions/ sct@hibernian.pt 
Corporate Credit Cards THE SCF GROUP 


pei 
* Offshore Trusts and Sh HIBERNIAN TRUST & MANAGEMENT LDA simmons 
Licensed Trustee Services $ (A Fury TN] 


se-maik 
seftrast@tm.netmy 






+ Professional Directors and 
Nominee Services 


+ Incorporation Services in 
more than 200 Jurisdictions 


APARTMENTS I 
LONDON & EUR 


° Management and 
Administration Services 


e Full Accountancy and 
Audit Services 


« Virtual Office Services 


Publish Your Work 


ALL SUBJECTS CONSIDERED 





write or send your manuscript ta: 


MINERVAPRESS 
315-317 REGENT STREET. 










44 171 436 3203 





LONDON 
Richard Cook BSe(Hons) 


Phone +44 207 355 1096 
Fax +44 207 495 3017 


E-mail Hon@ocra.com 
MADEIRA 


Dr David de Gouveia MIS BSc, MBA 
Phone +351 291 201 700 
Fax +351 291 227 144 


E-mail imad@ocra.com 
CYPRUS 


-Christos Vassitiades Attorney 


Phone +357 2 673 20 
Fax +357 2673 28 
E-mail icy@ocra.com 


HONG KONG 


Raymond Choi MLIA (Dip) 
: Phone +862 2522 0172 


Fax +852 25211190 
E-mail thk@ocra.com 


LUXEMBOURG 
Eveline Karts 
Phone +352 224 286 

Fax +352 224 287 
E-mail ilux@ocra.com 
HUNGARY 
Laszlo Kiss BSc Econ 
Phone +36 1351 9959 

Fax +78 13519958 
E-mail In@ocra.com 
MAURITIUS 
Ashiq Bacha ACCA 
Phone +230 211 5100 
Fax +230 224 5400 
E-mail imr@ocra.com 
USA AICS Ltd 
Kevin Mirecki BS, 1D. Esq 
Phone. +1 949 979 3344 
Fax +1 949 979 3300 
E-mail iusa@ocra.com 


FINLAND 
TH Sahigren BSc (Econ) 
Phone +358 9 6969 2569 
Fax +398 9 6969 2565 
E-mail [f@ocra.com 
BULGARIA 
Stoyan Mavrodiev LLM 
Phone +359 2 980 86 65 
Fax +359 2 989 16 63 
E-mail ib@ocra.com 
SINGAPORE 
Florence S V Nathan ACIS 
Phone +65 535 3382 
Fax +65 535 3991 
E-mail isin@ocra.com 
AUSTRALIA 
Matcolm Cooper 
Phone +61 2 9291 5822 
Fax +61 2 9251 5050 
E-mail la@ocra.com 











LONDON WIR 7YB. ENGLAND 


; WW.SUr COM. go: 
wewew. minerva-press.co.uk 


Innovative solutions to reproductive health 


Options is a leading provider of project management and consultancy services 
in reproductive health, We have undertaken 


more than 400 assignments in over 40 countries. O t 
Our clients include: national governments ù the p ions 
World Bank « EC + DFID » GTZ » KIW « UNFPA > Options, 129 Whitfield St, 


Sida + SCF « IPPF. For details of our work and Londen WIP SRT, UK. 
current activities, visit our website. e-mail: infoidoptions.co.uk 


www.options.co.uk Tel + 44 171 383 2494 
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_ OUTPUT, DEMAND AND JOBS Japan’s jobless rate fell to 4.5% in November and France’s to 
2.1 108%. The euro area's remained at 9.8%; Italy's ati% Spain's at 15.4%: Germany’s fell to 10.2% in 
| December. American Gop growth in the year to the third quarter was revised up to 4.3%; Den- 
| mark's slowed to1%. Swiss annual industrial-output growth rose to 4.1% in the third quarter. 
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COMMODITY PRICE INDEX 


world’s biggest producer and exporter, fell 
by nearly 4% this week after India raised its 
import duty on refined: 
16:5% to 27.5% to protect its domestic indus- 
try. Oversupply caused palm-oil prices to: 


decade, prompting a surge in Indian buy- 
ing.In the year to October, India imported a 


2.3m tonnes of refined palm oil from Malay- 
sia, a quarter of its exports. Cheap imports 
of refined edible oils have forced the closure 





























































































crude soyabean and sunflower oil. 
s 457 +4303. | 1990=100 % change on 
| Dec Dec Jan one one 
MANA | 21st 28th  äth* month ` year 
| Dollar index 
weve ——a — | Allitems 870 884 878 - 08 + 14 
‘PRICES AND WAGES Japanese consumer prices fell by 1.2% in the year to November, their | Food 888 898 
_Steepestdecline since 1971. German consumer-price inflation edged up to11%in the year to De- | industrial 
cember, Italy’s to 2.1%; Spain’s rose to 2.7%. Dutch wages rose by 3.3% in the year to November,a | Al gA 874 
"rise of 1.1% in real terms. Spanish wages rose by 2.2% in the year to the thirdquarter. Ne ert 894 S06 t 21 + 0A 
o | Meta: 837 857 858 + 52 +373 
% change at annual rate The Economist poll Sterling index 
„Consumer prices* consumer prices forecast Producer prices* _Wages/earnings | Atitems 962 977 958 -15 +27 
3 mths? 1year 2000 3 mths? 1 year ee mthe! - year Food 382 _ 99.2 96 -ts Zi28 
EETA Industrials i 
ee saa 15203 Al 944 963 95G + 3.2 4 216 
Britain EEE Nfa 981 988 988 + i4 + 16 
- Canada Eii a Metals 92.2 948 936 + 44 +390 
Denmark _ SDR index 
France All items 86.0 874 8&2 - 12 +39 
Food 87.8 888 864 - 61 -117 
Industrials 
Al B44 86.2 BEO + 36 +231 
Nfa 877 a84 ES + 18 + 29 
-a | Metals 824 848 B42 + 48 +407 
= Sa. | Gold 
ee | Speroz 28285 28990 281.25 + 06 - 20 
Euro-11 | Crude oil North Sea Brent 
$ per barrel 26.23 25.28 2427 At + 126.2. 
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@ ICELAND The Icelandic economy is 








booming. From 1994 to 1998 its Gop grew by 
an average of 4.1% a year. Last year it 
notched up growth of 6%, according to the 
OECD's latest country survey. But signs of 
overheating are everywhere. The unem- 
ployment rate has fallen to a mere 2%. The 
current-account deficit is a gaping 4.5% of 
Gop. Inflation has increased to 3%. The 


| Gop 
l % increase on a year earlier 
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Consumer prices? 
% increase on a year earlier 


OECD predicts that consumer prices will 
rise by more than 5% this year and next, and 
that:cpr growth will slow to 2.9% in 2000 
and 2.6% in 2001, It gives a warning that in- 
terest rates need to rise sharply to prevent 
inflation accelerating and boom lurching to 
bust. The Paris-based think-tank also pre- 
scribes further fiscal tightening and careful 
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management of the country’s fish stocks to 








| 
| 
S 
{ 
| 
| 
| 
| 
| 
| 
| 


bolster long-term economic growth. 
(neg ae ee a 


fetes 








98 








dible oils from | 







fall by halfin 1999 to their lowestinnearly a 


record 4.4m tonnes of edible oils, three- | 
quarters of which was refined. It bought | 






Palm-oil prices in Malaysia, the 






















of 80% of India’s edible-oil refineries. Trad- | 
ers expect the duty hike to boost imports of | 
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FINAN CIAL INDICATORS 


| MONEY AND INTEREST RATES Renewed inflation fears sent bond markets into a spin. The | 
yield on 30-year American Treasuries rose to 6.64%, its highest for more than two years. Broad- 
+ money supply growth in the euro area quickened to 6.2% in the year to November. 
























@ BOND MARKETS Following a bumper | 
year in 1998, last year was a stinker for in- | 
vestors in most developed-countrygovern- 
ment bonds. America’s sizzling eeonomy, 
combined with recovery in Europe, Japan. 
ard many developing countries, rekindled 
| fears of inflation, pushing bond yields up. | 
| Only in Japan were total returns {interest |. 
| plus capital appreciation) positiven local- 
| currency terms. In dollar terms, total returns 
| were negative in all the countries in the 
| chart except Japan, Canada and Australia. 
| Japanese bonds provided a return of 5% for 
| domestic investors and, thanks to arising 
Trance ! 555%, Germany 5.42%, Italy 574%. Benchmarks tips No,218 1.70%, US 0 year 6.64%, | yen,a whopping 15:7% for Amie: : anyes 
TA T eee ee a eae e as Doneer veso in Mean a 

lest 3%; American investors did even worse, 
losing.17.2%, because of the sinkingeuro, » 


Money supply* = Interest rates % p.a. Gan Sth 2000) 
































STOCKMARKETS Most rich-country stockmarkets ended 1999 on a high note, many at record 
highs. But although the millennium bug failed to strike, 2000 started bearishly: markets plunged 
| because of worries about rising interest rates, particularly in America. 
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aénationab ine index irichides: individu: markets feted above plus eight others, in dollar terma. 
Salomon Brothers World Caern Bond index, total return, in dollar terms 








“TRADE, EXCHANGE RATES AND BUDGETS Britain's current-account deficit ballooned t to $18.1 1 billio lion in the year to the third quarter; its 
visible-trade deficit rose to $42.6 billion in the year to October. The euro-area’s current-account ales narrowed to $52.7 billion in the year to 
October. The euro rose to a seven-week high against the dollar, but plunged toa record low againstster! ing. 























salendo balanced, Sen.. -Current account- x- Exchange rete! a. Currency units 5 Budget 
latest latest 12 Sbn The Economist poll trade-weighted? per per per per balance =) 
month months latest 12 mths % of GDP, forecast Jan 5th year ago $ £ DM euro % of GDP | 
1999 2000 B JanSth yearago 7 1998 
Australia (065 Nw -95 -20o 57 51O a8 773 OES 49 Z4 080 157 65 
Austria ~ 1.71 Aug? ~ 69 a 42 oc -2.0 -2.0 101.1 103.4 13.3 11.7 24.83 704 1376 -2.2 
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2S Austtala, Briain, France, Canada, Japan and United States imports fob. exports fob All others oob T1390 100, Sank of England. OECD estimate. 
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{OMICS The. Economist's Big 
Mac index offers a guide to whether curren- 
cies are at their “correct” level. Itis based on 
“purchasing-power parity”—the notion 
that an identical basket of goods and ser- 
vices should cost the same in all countries. 
The Big Mac pre isthe exchange rate at 
which hamburgers would cost the same in 
America as.abroad. The chart calculates the 
over- or undervaluation of emerging-mar- 
ket currencies against the dollar. Dividing 
the local-currency price of a Big Mac in, say, 
Brazil, by its American price produces a dol- 
lar pre of 1.2 reais. The actual dollar rate is 
184 reais—ie, the currency is 34% underva- 
lued. According to the Big Mac index, Rus- 
sia, Turkey, China, Hungary and Malaysia 
have the cheapest currencies in the emerg- 
ing world: they are all more than 50% under- 
valued compared with the dollar. At the | 
other extreme, the Israeli shekel is 43% over- 
valued. The chart also shows that the euro is 
now fairly close to its Big Mac dollar pep, but 
sterling and the yen are both overvalued. 


rhe eateries 


ECONOMY Thai Gop growth soared to 7.7% in the year to the third quarter. Hungary’s quick- 
ened too, to 4.4%. Colombian cor fell by 4.6% over the same period. Chinese industrial output 
grew by 8.8% in the year to December. India’s consumer prices were unchanged in the year to 
November. South Korea’s rose by 1.4% in the year to December; Argentina's fell by 1.8%. 


industrial Consumer 
production prices 
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“Excluding gold, except Singapore, IMF definition, ? Visible and invisible trade balance SYear ending Jure 
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LG FLATRON Monitor LG DVD Player LG Micro Wave Oven LG Smart — 
Pertectly flat monitor Superd picture quality. Crisp Attractive desian, h gher Smart, interac rulya 
nside, outside), eve strain free theatre-like sound peed. a life filled with cooking desian to marvel at 





There is often only a fine line between dream and reality. One step and you're in a different world. Dreams are indivi- 
dual and everyone has their own. Some realise theirs, others don't. To make something possible which until now 
seemed impossible is an ambitious goal. But no matter what you desire, be it consumer electronics, communication 
systems or home appliances, we can help. With digital technology from LG. For more information surf to 
www.lge.co.kr 








Digitally yours 


ALFRED DUNHILL 
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More than Rhéne-Poulenc and Hoechst: 


Aventis — a new world leader 7 


The merger between Rhéne-Poulenc and Hoechst creates Aventis, one of t 
world’s leading life sciences companies. Our 92,000 employees in more than 100 countries make us big in size. But the vision behi 
this new company is even greater. We are committed to improving the life of humans, animals and the quality of plants. Throus 
the incredible growth of knowledge, our scientists are on the threshold of major innovations in the fields of health and nutritic 


This includes pharmaceuticals, vaccines, therapeutic proteins, and animal nutrition as well as crop protection and crop productia® 





‘fe sciences. 
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ON THE COVER 

The merger of America Online and Time 
Warmer is significant for more than its mere 
scale, impressive though that may be. It 


| marks the first blurring of the distinction 





between pure Internet companies and their 
bricks-and-mortar counterparts, The new- 
media industry is coming of age: leader, 
page 15; what the partners bring to the deal, 
pages 20-25. 
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51 Russia’s new leader... 

52 ...and his worsening war 

52 Schroder makes ground... 

53 ...while his opposition flounders 

53 What next for the Eu? 
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64 Holocaust denial on trial 

64 Rebranding rhubarb 

65 Bagehot: Blair and the distorting prism 


SURVEY: NIGERIA 

Nigeria’s new president has made a promis- 
ing start on repairing damage done by his 
predecessors. But he has a mountainous 
task ahead of him, reports Robert Guest, 
after page 56 


wwweconomist.com 
or ‘ 





VOLUME 354 NUMBER Biss 


Mera (r) NO COM Ors Err nee 











| 


BUSINESS 
67 Venture capital comes to Europe 
68 A venture capitalist’s tale 
69 Vodafone v Mannesmann 
69 Transmeta’s secret computer chip 
72 Virtual advertising 
72 Builders goonline 
73 A pollon genetically modified food 
74 America’s struggling movietheatres 


75 Face value: Amar Bose, master of 
sound, reluctant salesman 


FINANCE AND ECONOMICS 
Electronics and the bond markets 
The sad fate of the bond-breker 

The boom in Japanese share issues 
Indonesian bankers, jobs atrisk 

80 Our quarterly portfolio poll 

81 Buying Asian shares in America 

81 Ourcommodity-price index updated 
82 Auditors under fire 


83 Economics focus: The impact of 
international trade standards 


SCIENCE AND TECHNOLOGY 
85 Biological plastics 
86 Making plastics from feathers 
86 Computing with DNA 
87 Acure for incontinence 


MOREOVER 
88 Anencyclopedia for Africa 
89 Mobutu, warts and all 
89 The Michelin Guide 
go Animated films 
90 The race to make cleaner cars 
91 Artswatch: The film of the book 


= 


OBITUARY 
92 Patrick O'Brian, captain of the sea 
story 


INDICATORS 


106 Economic and financial statistics on 15 
developed countries, plus closer looks 
at commodity prices,econamic 
forecasts, and bond issues 


108 Economic and financial statistics on 25 
emerging economies, plus acloser loqk 
atexchange rg 
























_ Market psychology 


Sik~An otherwise excellent arti- 
cle on the neglect of psychology 
by economists (“Rethinking 
“thinking”, December 18th) was 
marred by an inaccurate account 
of the psychological concept of 
“cognitive dissonance. It is not 
about “holding a belief plainly at 
odds with the evidence” and is 
not closely related to “denial”, but 
instead occurs when an individ- 
ual holds two or more personal 
ideas that are inconsistent. The 
“theory of cognitive dissonance 
holds that we are driven to recon- 
cile our “dissonance” and change 
one idea to make it more consis- 
tent with the other. 

If, for example, we find our- 
selves working hard at a task but 

‘not being paid enough to justify 
our labour in our own eyes, we 
reconcile this dissonance by ratio- 

» nalising that we must enjoy the 
work, or get some other non- 

“monetary rewards for continuing 
our activity. The theory has many 
implications of importance to 
economists, including the postu- 
late that those paid more than 
others to do the same job will end 
up enjoying the work less. 

This is surely the area of most 
interest to economists and psy- 
chologists. Their theories collide 
and produce opposite predic- 
tions, which could be used to de- 
termine whose models are most 
robust. Unfortunately, you ne- 
glect this, perhaps because both 
disciplines jealously protect their 
fields from interlopers, using un- 
helpful jargon to bamboozle out- 
siders. For example, many years 
of research and working clinically 


L ETTER S The Economist, 25 St James's Street: 








in psychology and psychiatry 
have forced me to conclude that 
the complex theorising of Freud is 
no predictive match for the much 
simpler model of economists: that 
people are basically greedy. 
Dr Raj Persaup 
Consultant Psychiatrist 


London Maudsley Hospital 


Sin~-You acknowledge that irra- 
tional factors were used by classic 
economists but an economist 
who more thoroughly incorporat- 
ed irrationality was Vilfredo Pare- 
to. He hypothesised the existence 
of residues and derivations in so- 
cial life; the underlying identifi- 
able psychic tendencies promot- 
ing people to act in the way they 
do and the justifications they 
cloaked their decisions in. He sys- 
tematically classified in exhaus- 
tive detail the interaction of these 
two driving forces. 

Despite his irrational mania 
for free trade and open markets— 
traits that he shares with you and 
a prime example perhaps of de- 
rivations at work—Pareto still of- 
fers a useful schematic for making 
sense of the complex interplay of 
contradictory irrational factors 
lurking behind seemingly rational 


economic judgments. 
Baltimore, 
Curtis PRICE 


Maryland 


That's ironic 


Sik—Your article on irony (“A 
quiet joke at your expense”, De- 
cember 18th) was amusing, but of- 
fers a definition of irony-—“saying 
the opposite of what you 
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mean —different from that in 
Fowlers Modern English Usage: 
“a form of utterance that postu- 
lates a double audience, consist- 
ing of one party that hearing shall 
hear & shall not understand, & 
another party that, when more is 
meant than meets the ear, is 
aware both of that more & of the 
outsiders’ incomprehension.” 
What economists would call 
asymmetric information. 

lrony need not entail saying 
the opposite of what you mean. 
Dramatic irony involves an audi- 
ence seeing meanings not known 
to the characters in the play. Sar- 
casm may involve saying the op- 
posite of what you mean, but 
need not be aimed at two audi- 
ences. There is no necessary over- 
lap. When the widow of Sir Ed- 
ward Coke allegedly said: “We 
shall never see the like of him 
again”, that was irony. When Sta- 
lin said: “How many divisions 
does the Pope have?”, that was 
sarcasm. When the wife of King 
Ludwig of Bavaria said: “My hus- 
band ïs too fond of boys to beget 
one”, that was irony and sarcasm. 
lewa City JOHN CONYBEARE 
Maaiman iras tai aunt ohana een araa lt 


Party lines 


Sin~- You say Louis xrv hosted the 
party of the millennium to 
launch Versailles (“The party 
business”, December 18th), but he 
is certainly eclipsed by an Assyr- 
ian king, Assurnasirpal u, who 
threw the party of the first millen- 
mum BC in 8798C to inaugurate 
his imperial capital at Nimrud. 
The Sun King may have enter- 
tained 600 guests for one week, 
but according to an inscribed 
stone slab discovered in 1951, As- 
surnasirpal invited 69,574 visitors 
from all over his kingdom, feted 
them for ten days, then saw them 
off in “peace and joy”. 

New York ERICA EHRENBERG 


e EE N E EA, f 
Britain's prisons 


Sin—You ask why the in-house 
team won the public competition 
to operate Buckley Hall prison, 
announced in October (“The last 
straw”, January 8th). The answer 
is simple: their proposal offered 
best value for money. 

You also suggest that the deci- 
sion-making process is unfair. It is 
common practice for public ser- 
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vices to mount in-house bids 
when offering contracts for public 
competition. The Prison Service 
followed standard practice by 
erecting “Chinese. walls” and en- 
suring that those putting together 
in-house bids played no role 
whatsoever in the decision-mak- 
ing process. We have examples of 
excellence in both the public- and 
private-sector operations 
My objective is to provide the 
public with the best available for 
the money expended and | am 
satisfied that that was the out- 
come of the competition. Minis- 
ters have no ideological objection 
to private prisons: On the con- 
trary, I look to the private sector, 
and rigorous competition,’ to:as- 
sist in driving up standards in our 
prisons. They have a crucial role 
to play in protecting the public 
and reducing offending. 
PauL BOATENG 
Minister of State 
Home Office 





Sir—I am surprised by your regu- 
latory solution to the “carry-on 
luggage” problem plaguing air tra- 
vel (“Oh, what a carry on”, De- 
cember 18th). It is more amenable 
to a market-based approach. 

As a penniless academic, | 
would ‘gladly sell my right to a 
piece of carry-on luggage for $100. 
Similarly, 1 would. happily trade 
several. centimetres of leg room 
with a bulkier traveller. I might 
also be willing to pay $50 to get a 
seat closer to the front of the 
plane. Airlines could even offer 
levels. of luggage service: “same 
day arrival”, “same day, correct 
continent”, “same day, correct air- 
port”, Passengers might hand over 
luggage if they were sure it would 


be waiting for them at the end of 
the journey. 
Zurich JED PITERA 


Sir-~L was horrified to read that 
your inhuman solution to`the 
problem of children and carry-on 
baggage on aircraft was to put the 
children in the hold. Both’ pro- 
blems could be cured simulta- 
neously by placing the children in 
the overhead storage bins so that 
there would be:no space for any 
carry-on baggage. 

Hong Kong Eric Houston 
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bring them to market very quickly 
and help them to raise 
subsequent funding. We provide 
seed capital, a creative 
environment, support and advice, 
and vital business infrastructure. 





Over the next year, we will be 


creating eight to ten new Internet 


companies from scratch in both 
the business-to-business and 
business-to-consumer space. 

We have already helped create 
nutravida.com, a market-leading 
online vitamins store 

(see www.nutravida.com). 

Other projects we have underway 
are an Internet business online 
community, Netimperative.com, 
and an exciting consumer-to- 
consumer marketplace. 


Each of these startup businesses will 
require senior management who wish 
to work in a high-growth 
entrepreneurial environment. 


We have around ten posts to 
be filled in the following 
categories: 

e chief executive 

* operations director 

* chief technology officer 

* marketing director 

© chief financial officer 


* business development 
director. 
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-yður sector. 





You will be of the highest calibre, 
having. a proven track record of 
world-class achievernents in 









* You will be energetic and 
open-minded. 













* You will be passionate about 
creating a new business. 


* You will be flexible and willing to 
work in a startup environment, = 


Previous Internet experience is” 

not necessarily.a prerequisite.’ 
Experience of the wider European’: 
market is a plus for some positions. 


Remuneration packages will be 
excellent. Salaries will vary from role 
to role and company to company. 
All posts will carry substantial © 
equity-based participation. All our 
businesses are currently based:-in 
London. You will have to be able to 
work in the EU. 


Even if you are not ready to leave 
your current position, get in contact 
with us. When you are ready, whether 
that is in six months or two years 
time, we can discuss some of the 
opportunities we have available. 


Send a CV and a brief description 
of your core skills and the sort 
of opportunity you are looking 
for to Azeem Azhar, 

chief executive, eSouk.com, 
(azeemazhar@esouk.com) 

or visit our Web site, 
www.esouk.com, 

for more details, 


THE CONSULTING CENTER FOR © 
FINANCE AND INVESTMENT 


Senior Position in Consulting 
in Saudi Arabia 


Tis, a leading Saudi Arabian financial and management 
‘consulting company undertaking assignments in such areas as 
investment analysis, private placements, corporate strategy, 
mergers and acquisitions, market studies and feasibility studies. As 
a-fesult of our expansion we are looking for a senior manager to | 
join our team. 


We need an outstanding professional who can direct and motivate 
consultants working on financial and management consultancy 
“assignments in a broad spectrum of industries. He would also play 
“an active role in identifying consulting opportunities and 

developing and managing client relationships. 


The ideal candidate would have strong technical skills including an 
M.B.A, degree from a leading university, with several years of 
experience in financial consulting, managing professionals and 
marketing to top managers. 


$ Fluency in English is a requirement. Proficiency in Arabic would 


«be highly desirable. 


E I you are interested, please fax or mail your resume to the 


following address: 


Human Resources Manager 
P.O. Box 2462, Riyadh 11451, Saudi Arabia 
Tel: 00966-1-478 2525 Fax: 00966-1-476 8021 
E-Mail: riyadh@ccfi.com 
Heb site: www.cefi.com 


INTERNATIONAL CONFER 


E COMPANY 


Director of International 
Financial Membership I 


We area leading global financial publishing, training and conference 
group with--offices: around the world. A number of ex cand | 
challenging opportunities have arisen in both London and Ne : i 
serve as Director of a private membership organisation’ of top-tier 
executives from premier investment management organisations. You 
will design. and create conference programmes on: investment 
management dnd- pension administration specialising in either Europe, 
Asia-Pacific or North America, determining topics of greatest-interest,. | 
focating and obtaining speaking commitments from leading ‘experts, 
helping speakers refine presentations consistent with the memberships. 
needs, moderating sessions, and ensuring meetings ran. smoothly, You 
will also serve as “ambassador” for the company at regular meetings 
with the heads of the investment management firms comprising the 
membership. In-addition, you will have general business: management 
responsibilities, and will manage a support team, prepare budgets, and 
work cooperatively with the sales force. You must-have extensive 
knowledge of investment management and pension administration, and 
practical knowledge of key players in the field. You are an articulaté, 
polished professional, comfortable interacting with pre-eminent — 
individuals in the financial community and possessing superlative 
research and writing skills. Must be fluent in English ~ both written and 
spoken. 


To apply, please send your CV including a covering letter with 
details of your current remuneration to: 


V. Law, Institutional Investor Conferences, 4-5 Deans Court, 
London EC4V 5HX, United Kingdom 
Email: viaw@euromoneyple.com 


Attractive six-figure package - London 


The merger between the British American Chamber of 
Commerce and the American Chamber of Commerce in London 
is at an advanced stage. 


The Director General of this new organisation in London will work 
closely with their counterpart in New York to create an aven 
more influential voice and relevant vehicle for the 1200+ 
corporate members that will make it the largest bilateral chamber 
in the world. 


Key tasks will include managing the planned integration and ongoing 
operation in London, developing and articulating a point-of-view on 
key transatlantic business issues; organising issue-driven member 
events and programmes and promoting relationships with 
appropriate governmental and commercial bodies. 


Candidates for this high profile new appointment should be 
well-rounded and authoritative individuals with extensive 
transatlantic commercial experience which has involved working 
at a senior level within the business community. Strong 
management, influencing and diplomatic skills must. be 
combined with the vision and drive to seize this opportun ty to 
build a strong new platform for US and British members. 


The compensation package includes an attractive pase ‘salary 
and bonus. The initial contract period is negotiable but is likely to 
be three years. 


Please reply in confidence, providing full career.and salary details, 
quoting reference: 12E036-L, to Russell Reynolds Associates, 
24 St. James’s Square, London SW1Y 4HZ. 


RUSSELL REYNOLDS ASSOCIATES 





ene I THE NATIONAL TRUST 





piti over 600,000 acres ‘of land, 575 miles of coastline and a diverse range of properties and environments, 
over 2.6 million members and its staff of over 3,500 are supported by more than 38,000 volunteers. With the ap 
retirement of the current Director-General, Martin Drury, the National Trust now seeks to appoint his successor tc 
organisation in the new century. 


THE ROLE THE QUALIFICATIONS 

@ = Responsible to the Council, and its non-Executive Chairman, for E A natural teader and proven managet ‘ 
proposing and implementing strategy, policy and services which j 
will enable the Trust to fulfil its purposes, 


Provide clear leadership and sound management to the Trust’s and managing change. 


staff and volunteers, ensuring efficient allocation of resources ®@ A Strategic thinker and visionary who ‘ident es 
and the development of new services and organisational purposes of the Nationa Trust: Must be capable of 
structures in response to changing needs. wide range of colleagues and supparters in pursuit of COMMON. 


Strengthen relationships with key stakeholders, clearly objectives. 

articulating the aims and abjectives of the Trust to the widest Excellent communication skills with the authority and sensitivity 
possible audience. Forge strategic partnerships with other to move easily at all levels, A robust leader with strong people: 
conservation organisations, funds and supporters ~ nationally management skills and.a commitment to the maintenance of 
and internationally, the highest standards. 


The National Trust is committed to equal opportunities. 


Tel: 0171 298 3333 Please reply with full details to: 


Eat 0104 Sen 3308 Selector E urope Selector Europe, Ref. ISP/29461-1/10, 


: seinen mr ¢. 16 Connaught Place, 
Email: spearce@spencerstuart.com . wena S London W2 2ED 


PRICEWATERHOUsE(COPERS 


INTERNATIONAL EXECUTIVE SEARCH & SELECTION 


CHIEF EXECUTIVE 


NATURALLY RESOURCEFUL? 
KENT PACKAGE NEGOTIABLE, SALARY C.£75,000 


Natural Resources International Ltd matches relevant knowledge and skills with local needs to improve living standards for people in over 60 sountries. 
On behalf of governments, multilateral aid donors and companies, they manage research, consultancy and training projects in excess of £27m, They 
combine intellectual prowess, a social conscience and cultural sensitivity to deliver commercial but impartial services. With changes in the international 
development sector, the management team and the owners, a consortium of universities, are exploring a diversity of new relationships and oppartunities, 


Join this team and help evolve the vision and strategy, deliver the annual business plans, strengthen the portfolio of business activities, develop strong 
relationships with cisterns and suppliers, build on the management team’s effectiveness and raise the profile of the Company around the world. 


Your credentials must include: it will help if you also bring: 
Successfully managed commercial activities Standing in the international development community 
Strategy development Experience of developing research/consultancy projects 
Leadership of a high calibre senior team A record of winning large competitive contracts 
Facilitatian of negotiations and change Experience of managing major customer/supplier relationships 
Having worked in partnership with governments Enthusiasm, charisma and entrepreneurial flair 
Excellent interpersonal and communication skills 
Evidence of a social conscience 


To apply, please send full personal and career details including current remuneration and daytime telephone numbers, quoting reference number L31717, to 
Elizabeth Stewart at the address below, who will also be available to deal with specific queries on O20 7213 3900. 


PricewaterhouseCoopers, Executive Search & Selection, Southwark Towers, 32 London Bridge Street, London SE1 9SY. Fax: 020 7213 5545 
Email: elizabeth.h.stewart@uk.pweglobal.com 


Visit the websites for more information at www.pweglobal.comvexecutive/uk and www.nrinternational. co.uk 


NOMIST PANEIARY ISTH 2000 



































~ WORLD HEART FEDERATION 


Geneva, Switzerland 
Executive Director 
effective July, 2000 


The World Heart Federation (WHF) comprises 134 mem- 
ber societies of cardiology and heart foundations from 84 
countries dedicated to the fight against cardiovascular 
disease, which is the leading cause of death, disability and 
rising healthcare costs throughout the world. The WHF 
has a Scientific Advisory Board with ten councils focused 
on different aspects of cardiology and a Foundations Ad- 
visory Board which spearheads professional and public 
education, The WHF publishes the bulletin “Heartbeat” 
and the quarterly journal “CVD Prevention”? 





The Executive Director is based in the Geneva secretariat 
and reports to the volunteer President of the WHF (cur- 
rently from Hong Kong), and to the Management 
Committee. The Executive Director’s responsibilities 
include strategic planning and budgeting; organising and 
preparing the agenda for Executive Board meetings; mana- 
ging financial and legal affairs; developing and co-ordi- 
nating fundraising campaigns; producing and circulating 
publications; public relations and membership relations; 


Cardiology Organising Committees; and representing the 
WHF to official international bodies such as the WHO 
and UNESCO. 


The successful applicant will be a superb leader, admi- 
nistrator and communicator, with the energy, commit- 
ment and cultural sensitivity to drive a global volunteer 
organisation. He or she will most probably have a post- 
graduate degree, general management experience working 
with a Board of Directors, and prior involvement with 
fund-raising in a not-for-profit organisation. English is the 
working language. Nationality is open. Travel anticipated. 


references by February 9, 2000 to: 
John McCarthy Associates 

6 avenue de Frontenex 

1207 Geneva, Switzerland 

Fax: (+4122) 700 46 24 

email: jnccarthy@ bluewin.ch 


For further information on the WHF and the vacancy 
ao please visit their homepage Attp:/Aeww. worldheart.ore 





managing the office staff; liaison with World Congress of 


Please send a covering letter, curriculum vitae and list of 
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Social Marketing and 
Communications for Health 


Population Services International (PSI) develops and operates 
social. marketing programs in more than 45 developing countries. 
Using private sector marketing and advertising techniques, we: 
make essential health products and services for family planning, = 
maternal and child health, the prevention of HIV/AIDS, malaria; . 
etc., easily available at affordable prices. For more info, please visit 
our website at www.psiwash.org 











Due to recent program expansion, PSI seeks professionals to help 
us market low-cost, high-quality health products and. services to 
people around the world. At PSI, you will have a unique 
opportunity to make a difference while developing your skills in a 
community of dedicated innovators. Our employees exhibit 
initiative, creativity and flexibility, and have an entrepreneurial spirit 
reflected in our unconventional approach to international 
development. We place a premium on results and manage our 
operations like a private sector company. 










Headquarters positions are based in the heart of Washington, DC, 
and overseas positions are based throughout Africa, Asia, Latin 
America and Eastern Europe. 






Successful candidates will possess the following 

> work experience in developing countries; 

» private sector experience in marketing, advertising or sales, 

>» arelevant advanced degree (MBA, MIA, MPH, etc.); and 

> fluency in English as well as French, Spanish, Portuguese or 
Russian. 


















If you are interested in using your business skills to make a 
positive difference in global public health, send your resume, 
salary history and cover letter to the Recruitment Manager, attn: 
10899, PSI, 1120 19” Street, NW. Suite 600 Washington, DC 
20036. Fax: 202-785-0120. E-mail: Recruitment@psiwash:org. 






















THE FORD FOUNDATION 
320 East 43rd Street 
New York, NY 10017 


Program Officer, Economic Development, New Delhi: Develop and 
manage program activities in South Asia in the field of development 
finance and economic security. Activities will focus ọn promoting 
livelihoods by supporting institutions that use innovative financial and 
non-financial services to assist micro and small-scale enterprises to 
increase the incomes, assets, and skills of: disadvantaged people, 
especially women. The Program Officer will be responsible for shaping 
and implementing a grantmaking. strategy to: 1) build the capacity of 
organizations working within the micro and small enterprise sector, 2) 
support research and policy analysis focused on Creating a supportive: 
policy environment; and 3) contribute to the development-of conceptual 
and practical thinking in this field. The Program Officer will also work 
collaboratively with worldwide Foundation staff on related issues. 





Qualifications: A broad understanding of development trends and 
factors affecting the building of financial and human assets. Significant: 
experience in the field of micro-enterprise and development. finance.: 
Excellent analytical, organizational and financial analysis skills. 
Excellent oral and written communication and facilitation skills. Aq] 
postgraduate degree in a related field, familiarity with South Asia,: 
fluency in an Indian language, and previous grant-making or related 
experience are highly preferred. 

To apply, send resume, cover letter, and brief writing sample to Ms. $. 
Gordon at the above address preferably by Feb.18, 2000. 


Equal employment opportunity and having a diverse staff are 


fundamental principles at The Ford Foundation, where employment 


and promotional opportunities are based upon individual capabilities 
aad qualifications without regard to race, colour, religion, gender, 
pregnancy, sexual orientation/affectional preference, age, national. 
origin, marital status, citizenship, disability, veteran status OF any other 
protected characteristic as established under law. 
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EXECUTIVE FOCUS 
McKinsey & Company 


Practice Manager, Organisation Practice 


McKinsey’s European Organisation and Leadership Practice, London 


McKinsey & Company is a leading international management 
consultancy with over 70 offices in 38 countries. We provide wide- 
ranging advice on strategic, organisational, technical and operational 
issues to leaders of many of the world’s major companies. 


The European Leadership and Organisation Practice’s (ELOP’s) 
mission is to work with McKinsey project teams to achieve breakthrough 
performance by providing them with concepts, frameworks and tools 
that productively integrate the themes of strategy, leadership and 
organisation. 
Owing to the continued growth of the practice, ELOP now requires a 
manager who wili be responsible for co-ordinating the leadership 
process of the London practice and assisting with the development of 
practice strategy. Your tasks will include the co-ordination and delivery 
of major practice events such as training programmes and knowledge 
fairs: the development and maintenance of interest groups, practice 
leadership processes and performance tracking; integrating London 
and European activities; and creating an annual operating plan for 
the practice. 
This role offers the opportunity to work with a newly established practice 
that has gained a reputation for innovative and successful concepts and 
for tackling complex organisation and leadership issues. As the 
manager of such a rapidly expanding practice, you will have the chance 
to grow your role considerably. 


Director of Investment Business | 


Guernsey Financial Services Commission 


Competitive Package 


We are seeking a bright and energetic individual with strong 
communication, interpersonal and managerial skills, as weil as ar 
interest in and ability to handle intellectually complex concepts. 
confidence and self-starting ability will ensure that you are comfortable 
working with senior colleagues, associates and experts outside. 


McKinsey. Though the role will be largely focused on building the practice 


and capabilities in London, your ability to work with colleag 

Europe and to leverage cross-European activities will be essem 

Prior experience with organisational issues would be helpful but 
essential. We are primarily interested in candidates who have a 
interest in issues of organisation and leadership, and who the 
energy and enthusiasm to build.a. community around this. You may 
have a background in this area, of you might come from an entirely 
different environment such as journalism: Along with your excellent 
academic record, you will also be able to demonstrate strong promiem- 
solving and analytical ability: European language skills would be an 
advantage. 

Remuneration and benefits are designed to attract candidates of the 
highest calibre. To apply, please send your CV to Joanna Keeling-at 
McKinsey & Company, 1 Jermyn Street, London SW1Y 4UH, or email it 
to her at joanna_keeling @mckinsey.com 

In either case, please quote ref; VOOOP2. 

You can find out more about McKinsey by visiting our website at 

www. mckinsey.com 


Guernsey 


The Guernsey Financial Services Commission is responsible for the overall development. and. supervision of financial 
services business within the Bailiwick. It has five Commissioners, a Director General, and directors responsible for Banking, 
Fiduciary Services, Insurance and Investment Business, supported by 45 staff. As part of its continuing role to: provide 
effective, professional supervision and regulation to the highest international standards in its sector, the Commission now 
seeks to appoint a Director of Investment Business on the retirement of the present incumbent in early 2000. 


THE POSITION 


QUALIFICATIONS 


+ Monitor compliance with existing investor-protection legislation. 
Define new policy: recommend and implement new rules and 
regulations as appropriate. 


Lead discussions with overseas regulatory authorities regarding 
Guernsey investment regulations and control. Liaise with local 
institutions on proposed changes. 

Publicly represent Commission locally and internationally. 


Communicate with press. Meet investment managers and 
professional advisers. Report to Director General. Staff of 12. 


. 


A Highly experienced professional. from investment, banking oroi 
regulatory background, ideally with international exposure. Proven < 
success at senior management level. ; 
Able to combine strategic/policy vision with attention to detail, 
Strong presentation. negotiation and administrative skills-Quick to 
react with decisive, constructive approach, 


Mature leader with presence, determination and eredibility. 
Committed to highest professional standards.Alert to development 
opportunities for investment services. 


Please send full cv, stating salary, ref .G202702, to Norman Broadbent 20 Regent Street, London SW1Y 4PH. 
Fax 0171 484 0020. Email pippa.roberton@normanbroadbent.com Tel 0171 484 0024. 
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EXECUTIVE FOCUS 


THE UNITED NATIONS CONFERENCE ON 
TRADE AND DEVELOPMENT (UNCTAD) 


SEEKS; 
CHIEF, TRADE ANALYSIS 
) RESPONSIBILITIES: 


Under the general guidance of the Director of the Division on International Trade in Goods and Services, 

and Commodities, the moumbent wil be responsible tor: 

* Evalusling cational, regional and imemational requirements for empirical analyses regarding topical 
issues of intemational ade in their development aspects, and, in function of this evaluation, 
designing, supervising and, where relevant, executing, analytical studies relating to salient trade 
policy issues, inchiding vading opportunities and trade preferences 
Assessing ihe need for, and. in function of this assessment, developing, planning and coordinating 
aoalytics! work of. preferences, including the Generalized System of Preferences (GSP) and the 
Global System of Trade Preferences (GSTP) and on trade-related aspects of economic integration, 
particularly iis development impact. 

Evaluation of national, regional and intemational ceeds for statistical and other date-retated 
information on developments in international trade and, in function of fis evaluation. supervision of 
the development, maintenance and dissemination of the UNCTAD TRAINS Database. 

Assessing the need and supervising preparations for, ang convening, workshops, experl groups. 
seminars and, where relevant, intergavernmental meetings witten the scope of the Branct’s mandate 
Designing. in consultation with governments and relevant international organizations, parlcularty the 
WTO, off-budget analytical research programines, raming exira-budgetary funds therefor, and 
supervising the implementation of the activities s0 funded. 

Preparation of the work programme of the Branch, as well as allodating the work. ensuring ts 
effective implementation by supervising the responsible staff members and ensuring the efficient 
mplernentation of the PAS process 


COMPETENCIES AND SKILLS: 

Advanced university degree (preferably PhD.) in eoonomics wilh specialization in inemabkonal rade 
andor development, 18 to 22 years of professional experience, al progressively higher levels of 
responsiblity, with issues relating to trade policy and the international trading system as sean fram the 
perspective of developing counties. Substantial practical experience in empirical research using 
quantitative methods, and complete computer literacy strongly desired. 


NCH (9.1) 


Fluency in English and either French or Spanish, working knowledge ol the other second language an 
Si payet: 
Duty Station: Geneva 
bo Remuneration: A competitive compensation and attractive benefits package is offered. 
The indicative minimum gross annual remuneration (including post 
adjustment) is US$129, 758, 
O Deadtine for applications; 2t February 2000 
Applicants are requested to send a curriculum vitae including date of birth, rationality, educational 
qualifications, a summary of professional skills and/ar expertise, a summary of relevant work experience 
publications written and languages spoken, or to complete a United Nations Personal History form (P11), 
available at UN Offices, 
All applications stiould be sent to: Staffing Support Section, Office of Human Resources Management, 
‘Room S 2475, + United Nations Plaza, NY 10017, USA Fax No. (212 963-3134 or (212) 963-0560. 
rhet address: st unag. A copy of the application should aiso be sent to: Chief, Personnel Unit, 
UNCTAD, Palais des Nations, 1211 Geneva 10, Switzerland, Fax No. (41) 022 917 0432 
PREFERENCE WILL. BE GIVEN TO EQUALLY QUALIFIED WOMEN CANDIDATES. 
Note: The United Nations Secretariat is a Non-Smoking Environment 


The International Food Policy Research 
Institute seeks a highly experienced senior 
researcher and manager as Director for its 
Markets and Structural Studies Division 
(MSSD). MSSD research, outreach, and 
impact assessment focus on the reform and 
IFPRI development of agricultural input and output 
PN markers; marketing and institutions: 
anfrastructure development; rural industrialization; and 
‘policies. for agricultural commercialization, diversification, 
and export promotion. Duties: Planning and 
implementation of work plans, supervision of staff, 
administration of budget, fund raising, managing broad 
and complex projects involving one or more multi- 
disciplinary teams, participation in research activities and 
continued publishing. Qualifications: A Ph.D. in 
Agricultural Economics, Economics or related field; ten or 
more years conducting food policy research  in/for 
developing countries and interacting with policy makers; 
v expertise in agricultural markets and structural studies; 
good interpersonal skills; excellent English verbal and 
written communication skills; ability to foster collaborative 
activities; supervisory experience; and ability to travel 
internationally. Applications: Send a letter of interest, 
curriculum vitae, and the names of at least three references 
oto Email: TFPRI-HRIinti@cpiarorg or FAX: (202) 467- 
4439, or mail to: IFPRI, Human Resources, Ref. #99-138, 
2033 K Street, NW, Washington, DC 20006, USA. 
Website: www: ifpri.org IEPR1 is an international and equal 
opportunity organization and believes that staff diversity 
contributes to excellence. IFPRI therefore encourages women 
and developing country nationals to apply. 


@ @) United Nations Environment Programme 
alt Bei ol tig -aein 
PURARA AKG AA RAES LAAS RE SPRAINED. DAE S MAERA MICE PA R, RETR AARTEN TE 
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GLOBAL ENVIRONMENT FACILITY COORDINATION 
OFFICE (GEF) 


LIAISON OFFICER (P-4), GEF ~ DUTY STAT ION: WASHINGTON 
VACANCY ANNOUNCEMENT NO. NA-99-107 - ne Two years (Rey 
DEADLINE FOR APPLICATIONS: 21 February 2000 


The United Nations Environment Programme (UNEP) is seeking to recruit a 
Liaison Officer for its Global Environment Facility office in Washington. UNEP is 
ane of the three Implementing Agencies of the GEF. UNEP's primary role lies in 
catalysing the development of scientific and technical analysis, advancing 
environmental management and providing guidance in ghibal international 
environment aspects. 


Qualifications and Experience: The successful candidate should have an 
advanced university degree in international affairs, natural or social sciences 
administration, law, or equivalent training in a national or international body, with 
specialization in international environmental issues. The successful candidate will 
contribute to the development and implementation of UNEP*S GEF-policies, 
strategies, promote the collaboration with the GEF Secretariat, World Bank and 
UNDP, Ten years relevant working experience, of which five years at the 
international level. Fluency in English required and working knowledge of any 
ether UN languages an asset. 


An internationally competitive salary and benefits at standard UN rates will 
he offered. 


Applications: Applicants are requested to send a detailed C.V. including date of 
birth, nationality, educational qualifications, summary of professional skills, 
relevant work experience and languages spoken or to complete a United Nations 
Personal History Form (P-11), available at UN Offices, The applications may be 
sent or faxed before 21 February 2000 to the Chief, Recruitment Section, Human 
Resource Management Service, United Nations Office at Nairobi (UNON), PO. 
Box 67578, Nairobi, Kenya, Fax: (254-2) $24212/624134i622615/622624, 


iN ALL CORRESPONDENCE OR INQUIRIES PLEASE QUOTE 
VACANCY ANNOUNCEMENT NO, NA-99-107 


Head of Communications and Press Relations 


The International Road Transport Union (IRU), representing 
the operators of coaches, taxis and trucks on all 5 continents, is 
looking for an executive to take up the exciting and challenging 
iask of effectively communicating the road transport industry’s 
vital role in today’s modern society to decision makers and the 
public at large. 


The successful candidate will demonstrate proven experience 
in developing and successfully implementing PR and 
communication strategies at international level for-an industry 
sector or interest group and will have excellent press contacts. 
He or she must have a strong command of either English. or 
French and a working knowledge of the other. Additional 
languages an asset. 


IRU has offices in Geneva, Brussels and Moscow. The Head of 
Communications and Press Relations will be based at IRU 
Headquarters in Geneva. 


Candidates should send their CV and supporting documents by 
4 February 2000 to: 


international Road Transport Union 
3, rue de Varembé, B.P. 44 
CH - 1211 Geneva 20, Switzerland 


Att: Umberto de Pretto, IRU Policy Co-ordinator 
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Smaller laptop? Smaller flaptop. 


Our Flexible Unwreckable™ 
frame protects your laptop. 
Hand finished cowhide: 
hoose natural, walnut or 
black. Letter-size, fat letter- 

< size, A4, or legal-size. 
$650 to $695. 

























We make Glaser Travel 
Goods, and sell directly to 






you. Talk with us about j 

your luggage and briefcase Insiders™ dividers: 

needs. Any purchase may customize the way you 
be returned unused in ten organize your documents 


days fora full refund, and gear. 
Please call for our free catalog. Tall free 800.234.1075. 


GLASER DESIGNS 


TraveL Goons MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 








& PRE-QUALIFICATION CALL: PREPARATION OF DURBAN 
“ METROPOLITAN AREA DEVELOPMENT PLAN 


Tan integrated, multi-disciplinary development strategy for a new Unicity Government 


Durban is a well managed, culturally diverse South African port-city of about 3 million people. 
The City is reviewing its strategic direction for a restructured, expanded and unified 
metropolitan area as part of the final phase of post-apartheid local government 
“transformation. 


‘The Development Pian must define the City's strategies, priority programmes, investment 
decisions and delivery targets for the short (2001), medium (2005) and long term (2015). The 
strategies will be data-driven, The Pian will integrate economic, social and spatial areas of 
focus, in order to position Durban as a world-class city that is able to embrace the local and 
International challenges of the new century. 


Selection Criteria 


The following criteria will be used to shortlist a maximum of three teams for further negotiation 
with a view to concliding a contract against detailed terms of reference: 


. The level of experience (including credibility of leadership) within the team in undertaking 
simitar projects; 

. A sound knowledge of the key areas of focus; 

. The degree of existing knowledge of the Durban Metropolitan Area as well as relevant 
South African legislation and policy directives; 

. The balance of South African and international expertise in the team (including an 
adequate demographic balance) and 

. The availability of the team during the period March 2000 to June 2001. 


The ability to lever funding and other international resources will be an added advantage. 


Council reserves the right to vary the composition of the final Project Team 


Submissions 


Tender documentation must detail compliance with the selection criteria and include: 

4. A list of persons: to be-tised.on the project together with their qualifications. related work 
experience and hourly or daily charge out rate; 

2. Ashort (2 page) description of the methodology envisaged to undertake the project and 

3. Details of two most recent projects of a similar nature undertaken by the team (in the past 
two years). 

Tenders, in a sealed envelope clearly marked DMA Development Plan, must be deposited in 

the Durban Metro Councils’ tender box on the ground floor of the City Hall, West Street, 

Durban by NO LATER THAN 31 JANUARY 2000 AT 11H00 (South African time). Tenders 

will be opened in public immediately thereafter at the above address. 


Further details are available from Sogen Moodley on 27 31 300 6668 or upi- 
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_ MBA Programs 


The HKUST Business School is cammitted t 
offering’a world class MBA progrars to cultivate 
students’ ability to deal successfuily with the 
challenges .and opportun 
cortinued technological” 
glovalization. aa 






World SEES Standards _ 


*140 faculty members drawn 
leading business schools 







“One of the only two Asian p 
accredited by the AACSB - Th 
Association for Management Edu 





International Recognition 

* Ranked among the best ir 
programs and business schoo 
World Executive's Digest and 
Herald Tribune 












* Exchange programs | 
schools: from. 12 
Chicago, Columbia 
Berkeley, UCLA, UMI! 
















» Two-year full-time and part-time MBA 
*Three-year part-time dual degree MBA/MS 
programs ` 
«Concentrations. in China Business, Finan 


Services, and Information Technolog) 
Management 


Next intake; September 2000 
Application deadline : February 2006 


For further information: 


Fel: (852)2358 7539 or (852)2358 T5A4 Faz (852)270) 9596 
Web site: www.bm.usthk/-mba. Email: akustmba@ust hk 
MBA Programs; School of Business and Management, 
Clearwater Bay, Kowloon, Hong Kong. ; 
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The big leap 


OR once, the superlatives and the hype 

seem justified. The $150 billion takeover of 
Time Warner by America Online is not just 
another record-breaking deal, more notable 
for its size than its significance. It is, to use an 
expression much beloved of Intels Andy 
Grove, an “inflection point’—one of those 
events that have the potential to change the 
competitive landscape so fundamentally that 
nothing can be the same again. 

Clearly, the deal has immense implica- 
tions for media and communications compa- 
nies—and for their audiences. But it may also 
mark the moment when the distinction be- 
tween pure Internet companies and their 
bricks-and-mortar equivalents begins to blur as the former re- 
alise they should use their heady valuations to lock in solid 
assets and the latter accept, as Time Warner’s Gerald Levin 
has done, that in some sense “the value creation of the In- 
ternet is real.” What the marriage of Time Warner and AOL 
symbolises is the beginning of a trend towards convergence 
between online and offline companies, each recognising the 
strengths that the other brings (see page 20). 

In coming to their agreement, both Time Warner and AOL 
have had to accept that each needs the resources and skills of 
the other to compete successfully in the future. That Time 
Warner, with its brands, content and distribution channels, 
has embraced this deal so enthusiastically is an extraordinary 
admission of the difficulty that many traditional companies 
face when trying to adapt their businesses to the Internet. Its 
own in-house efforts to move the company in that direction 
have pretty much failed. 

As for AOL, it has had to recognise that, despite its pre- 
eminence on the Internet and a market capitalisation that 
made it by far the world’s most valuable media company, it is 
still a vulnerable enterprise. It is dangerously dependent on 
subscriptions at a time when more and more firms offer free 
Internet access; and it may have difficulty gaining access to 
cable systems, which are increasingly seen as the best way to 
bring broadband services to the consumer. Under the terms 
of the deal, its shares are valued in effect at 75 cents on the 
dollar, a kind of discount for Internet volatility. And, for all 
the (fairly plausible) talk of the wondrous opportunities that 
lie before the merged company, it is hard to avoid the conclu- 
sion that Steve Case has decided there will never be a better 
time for aox to cash in its chips. After all, if he thought that 
the next 12 months were likely to be a repeat of the last, he 
could expect to pick up Time Warner for half the price in AOL 
stock this time next year. If Mr Case’s shareholders continue 
to support this deal, they may implicitly be calling the peak of 
the market’s Internet frenzy. 

But they are also making another point, of huge impor- 
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tance for the current corporate fashion for es- 
tablishing Internet spin-offs (the latest is Wal- 
Mart) and tracking stocks. It is that the fashion 
will fade. It may seem essential for now to 
create Internet stockmarket value, a currency 
that can be used to acquire other assets. But 
unless there are good operational reasons for 
separation, once important lessons have been 
learned and valuation multiples have started 
to converge, these offshoots may well be rein- 
tegrated with their parent companies. In the 
end, nearly all companies will be Internet 
companies in the sense that all companies to- 
day are telephone companies: the Internet 
will be so deeply embedded in their being 
that they no longer think about it. If the merger between Time 
Warner and aot works as intended, they wil! simply have got 
there a little earlier than most. 


But what will we watch? 


The deal, like all big mergers, takes a punt on the ability of two 
corporate cultures to work together. In this case, AGL stands to 
lose some agility. As for Time Warner, already a menster with 
more than 67,000 employees, it will be owned by a business 
that employs a mere 12,000. But an even bigger bet has been 
placed on the way people will want to be entertained and in- 
formed in future. 

For the past 20 years, the media business has been moving 
from broadcasting to narrowcasting. All media companies 
used to produce one identical product—a film, a newspaper 
or a broadcast television network—which they slapped out to 
as many consumers as they could. Cable television changed 
that by starting to fragment the audience. Cable networks had 
to approach their audiences in a different way to the broad- 
casters: they had to develop niche programming, which 
meant thinking about what made people different, not what 
they had in common. Cable-systems companies had to man- 
age subscriber relationships, which meant dealing with indi- 
viduals, however clumsily. 

In future, cable companies will be seen as the prehistoric 
ancestors of fully evolved narrowcasters. For they began a 
process that the Internet takes much further: bringing compa- 
ny and customer closer together. Consumers can answer 
back, and so tell companies what they want. Companies can 
find out far more about their customers: where they live, 
where they shop, what music they like, what books they read. 
This individual relationship between producer and consumer 
is in its infancy; but already, all sorts of companies are begin- 
ning to sell things differently on the Internet. aot Time War- 
ner plans to make early use of these possibilities. aot will, for 
instance, offer its subscribers free clips from Warmer Music: 
because AOL knows its subscribers, they will be clips of the 
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kind of music those individuals might want to listen to. 

This merger, then, brings forward the shift to narrowcast- 
ing. Some people fear the social consequences. In an age 
when the bonds of family and community are loosening, 
they say, broadcast television brings people together, listening 
to the same news, talking about the same issues, addicted to 
the same soaps. If that common ground disappears, so will 
some of the glue that holds society together. 

Yet social glue, surely, is made of better stuff than soap. 
And broadcasting has always pandered to the lowest com- 
mon denominator. In the words of George Gilder, new-media 
prophet, “Television is not vulgar because people are vul- 
gar—it is vulgar because people are similar in their prurient 


Turkey’s long haul 





Prime minister Bulent Ecevit wants his country to join the European Union. It 
will need patience in the West and a constitutional upheaval at home 


r WILL be a great day for the European Union when a fully 
democratic, prosperous and peaceful Turkey joins the 
western world’s premier club as its first mainly Muslim mem- 
ber. But, though the Union decided last month to let Turkey 
back into its main band of applicants, it is no good pretending 
that it will happen soon. For Turkey will have to undergo a 
huge transformation—greater even than the ex-communist 
countries of Eastern Europe—to qualify for membership. That 
is why Turkey’s current leaders, and their well-wishers in the 
EU, must lose no time in embarking on the task of dragging 
the country irrevocably westwards. 

Turkey’s value as a strategic pivot in a most dangerous 
part of the world has rarely been as high as it is today. It is a 
valued member of naro. It is a source of common sense in the 
combustible Caucasus. It is respected by Russia, still a force 
for mischief in the area. It has strong links with the post- 
Soviet countries of Central Asia. Insofar as it is possible to be a 
calming influence on the Balkans, where Turkey has historic 
memories, it has done its bit. Most encouraging of all, Turkey’s 
relations with its old foe Greece have improved. 

At home, there have also been changes for the better. The 
economy, though stuttering, has grown fast. The centrally- 
planned system beloved by the founder of modem Turkey, 
Kemal Ataturk, has been yielding to the market and privatisa- 
tion. A proliferation of private radio and television stations 
has loosened people’s minds. More Turks are jibbing against 
the country’s more authoritarian traditions as a youthful and 
energetic middle class emerges. Few topics are taboo any 
more—even the authorities’ disdain for human rights, the big- 
gest block in the way of Turkey’s membership of the £u. 

Indeed, the current left-of-centre prime minister, Bulent 
Ecevit, and his foreign minister, Ismail Cem, sound sincere in 
wanting Turkey to do better on that score. Improvements are 
slowly taking place. This week the government agreed that 
the death sentence passed last year against Abdullah Ocalan, 
the Kurdish guerrilla leader, should be suspended while his 
appeal to the European Court of Human Rights is heard. 

Yet several big obstacles must still be overcome. For a start, 
the current government, a coalition, is weak. A significant 
member, the Nationalist Action Party, is fiercely chauvinist 
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interests and sharply different in their civilised concerns.” Sex, 
shopping and violence, in other words, are what people have 
in common. What differentiates them is their enthusiasm for 
folk music, tropical fish or Viennese waltzes. A broadcast me- 
dium could never cater to these interests, because not enough 
people shared them. A narrowcasting world can. 

Mr Levin and Mr Case, as they begin to shift their huge 
empire to address individually the aspirations and sensitiv- 
ities of their 100m-or-so subscribers, would no doubt agree 
with Mr Gilder that their merger will make the world a better 
place. And they no doubt hope that, because they will be 
changing the world in a way that people will like, they might 
just make a huge amount of money as well. 











and has been linked in the past to gangsters and assassins. It 
will hardly wish to help Mr Ecevit make judicial reforms. 

Two other problems are of longer standing: how to handle 
Turks who want an Islamic political system and how to deal 
with Turkey's large Kurdish minority. Many Turks fear that 
giving full rein to the Islamists, who briefly ran the gov- 
ernment until the generals had them removed in mid-1997, 
might put multi-party democracy at risk. And most Turks still 
fear that giving Kurds even local autonomy would risk trigger- 
ing a break-up of the state. 

Yet it is clear that, if democratic norms are to be applied, 
such risks have to be taken—which highlights an even deeper 
problem. The core of Turkey's constitution, written by gener- 
als in 1982, goes against the western liberal grain. “No protec- 
tion shall be given”, proclaims its preamble, “to thoughts or 
opinions that run counter to Turkish national interests, the 
fundamental principle of the indivisibility of the Turkish state 
and territory, the historical and moral values of Turkishness.” 
It is thus illegal to advocate separatism, even peacefully. 


Time to update Ataturk 


Other sections of the constitution and legal code make it a 
crime, by the by, to broadcast or educate, even privately, in a 
non-Turkish (read Kurdish) language. And the constitution 
gives the armed forces a special role in government. A ple- 
thora of clauses both in the constitution and in the penal 
code run counter to the principles of free expression taken for 
granted in the West. It is against the constitution, for example, 
to “insult the president” or “the moral personality of the mili- 
tary or security forces”. Moreover, torture is still widespread. 
The judicary is weak. Corruption is rife. The police get away, 
sometimes literally, with murder. 

Change the constitution then. Two top judges have said 
so. Mr Ecevit, it is reported, is not against. But it would mean, 
in effect, overturning the entire secular-but-authoritarian tra- 
dition handed down, on sacred stone, from Ataturk. Such up- 
heavals take time. A vast change of attitude is required—and 
remarkable leadership. The eu must be candid but patient. 
The Turks must get moving. It will be a long, hard road. 
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Rubbish 


In partial praise of plastics 


66 DEN,” says Mr McQuire in “The Graduate”, “I just want 
to say one word to you—just one word. Plastics. There 
is a great future in plastics.” Most environmentalists are not 
with Mr McQuire. They think of plastics as the stuff that 
drifts on to beaches, floats into trees and blows about in gut- 
ters. For over a decade, they have lobbied to curb the use of 
plastic and replace it with more natural materials. In the late 
1980s American environmentalists won a famous victory 
when McDonald’s, in the face of a vociferous campaign, de- 
cided to replace the polystyrene “clamshells” in which it 
served hamburgers with wraps made mainly of paper. The 
onslaught led plastics companies to develop elaborate recy- 
cling schemes and “biodegradable” versions of the material 
(see page 85). In fact, properly used, plastic may do less envi- 
ronmental harm than the materials it so often replaces. 
That environmentalists should worry about plastic is un- 
derstandable enough. It has been the fastest growing kind of 
domestic rubbish. It is difficult to recycle, mainly because of 
the problem of separating the different polymers. Although 
the plastics industry strenuously tries to think of things to 
turn mixed plastics into, such as park benches, the result is 
usually nastier than the unrecycled product. And the increase 
in the use of plastics often supplants other materials which 
are easier to recycle. One instance is the soft-drinks container: 
half the material in aluminium cans in the United States has 
been used at least once before, whereas the plastic used in 
drinks bottles is generally making its first appearance. The car 
is another example. The rise of the mini-mill has provided an 
efficient market for the steel in a car hulk. That happy coinci- 
dence disposed of Richard Nixon’s nightmare of an America 
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disappearing under old automobile carcasses. As cars contain 
an ever higher proportion of plastic, they also become more 
expensive to recycle at the end of their lives. 

So bury plastic instead? Unlike paper, the stuff does not 
easily rot. Hence the race to find biodegradable plastics that 
can be composted. But rotting is not what most rubbish, plas- 
tic or otherwise, does these days, if it ends up in a well-run 
landfill. Archaeologists who excavate modern rubbish dumps 
find newspapers and corncobs discarded two or three genera- 
tions ago, still perfectly preserved. A dump protected from 
leaking into the air or water will preserve all sorts of detritus 
for posterity as efficiently as the British Museum. 


A lightweight view 


Plastics demonstrate one of the great conundrumsof environ- 
mentalism: sometimes, the pursuit of one goal comes at the 
cost of another. Because plastics are light relative to their 
strength, they frequently allow energy to be saved. The use of 
plastics in car bodies has reduced the growth in demand for 
fuel; so has the use of plastic rather than glass containers to 
carry food and drink. In landfills, plastics take up much less 
space than paper—even in the wasteful United States, plastics 
account for about 13% of municipal waste after recycling, pa- 
per for 31%. The best way to reduce the pressure on city 
dumps would be to ration newsprint, not wrappings. 

If environmentalists are to love plastics, though, the indus- 
try must do more than brag of its green credentials. It must 
work with governments to keep its products off the streets— 
not to mention beaches and verges. Making good products is 
important. So is using them responsibly. 





Indonesia in travail 


The killings in the Moluccas threaten not just the islanders but the prospects of building a 


tolerant democracy in the country as a whole 


HEN Abdurrahman Wahid became Indonesia’s presi- 

dent in October, his most urgent task seemed to be to 
maintain the integrity of his newly-democratic nation, the 
fourth most populous in the world. The people of East Timor 
had voted for independence, inflaming secessionist ambi- 
tions in other parts of the vast archipelago, especially in Aceh 
and Irian Jaya. But it is the recent killings in the Molucca is- 
lands which now threaten to tear Indonesia apart, and not 
through separatism but through religious warfare. The presi- 
dent has the makings of a religious war on his hands. 

Mr Wahid, a moderate Muslim scholar chosen as presi- 
dent because he was seen as a unifying influence, has gone 
some way to meeting the demands of the separatists. He has 
offered them increased autonomy and a larger share of the 
revenues generated locally from oil and other natural re- 
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sources but long sent straight to the capital, Jakarta. Irian Jaya 
will be allowed to change its name to Papua. And though Mr 
Wahid has, quite reasonably, made it plain that East Timor’s 
independence should not be seen as a precedent—it was, 
after all, a Portuguese colony until Indonesia invaded it in 1975 
and then annexed it—he is ready to countenance federalism, 
once strictly taboo. The federal idea is indeed being discussed 
in parliament. All this may be too little to satisfy the militant 
separatists, but it is progress nonetheless. 

Unfortunately, no such progress has been made in the ef- 
forts to quell communal violence. In the past year, more than 
1,500 lives—perhaps many more—have been lost in the Mo- 
luccas. The slaughter has been caused by the opening of old 
wounds between Muslims and Christians, who have turned 
on one another, often with hideous home-made weapons; 
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amid the killing, hundreds of buildings, including mosques 
_and churches, have also been destroyed. Thanks to centuries 
of trading with the old world, which called them the Spice Is- 
lands, the Moluccas have a much bigger share of Christians 
than other parts of Indonesia, where almost 90% of the popu- 
ation are, at least nominally, Muslim. 

The fighting has caused a predictable backlash elsewhere. 

‘Thousands of Muslims have protested in Jakarta and called 
‘on Mr Wahid to put an immediate end to the violence. Some 
have also demanded the resignation of the vice-president, 
Megawati Sukarnoputri, whom Mr Wahid has made perso- 
nally responsible for bringing peace to the Moluccas. Al- 
though she has visited Ambon, the provincial capital, Miss 
Megawati has said or done little else. Most worrying is that 
some protesters are demanding a jihad (holy war) against the 
Christians in the Moluccas. For their part, the Christians are 
clamouring for more security. 
Those who should provide that security, however, are 
part of the problem. As in East Timor, the brutality and ve- 
nality of the armed forces have long strengthened ethnic, reli- 
gious and separatist feelings in the outlying provinces, which 
in the 32 years of ex-President Suharto’s rule were largely run 
as military fiefs. Since Mr Suharto’s enforced resignation in 
1998, many army units have been pulled back. But the sol- 
diers remain dangerous, and are now disgruntled as well as 
discredited. That is why Mr Wahid is reluctant to send them 
< to the provinces in any number. 

The president is wisely trying to bring the armed forces 
under civilian control. For the first time, Indonesia has a civil- 

ian defence minister. A special panel is investigating human- 
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rights abuses and may convict some senior officers of com- 
mitting atrocities. And the job of leading the armed forces has 
been given to an admiral, although the post has long been 
held by a general. Unsurprisingly, morale is low. Though the 
police, now separated from military command, have been. 
given more responsibility for keeping the peace, they are ill 
equipped and ill trained. In short, Mr Wahid has few people 
to call on to restore order. 


Line of command 


He will have to find them, just the same. Mr Wahid says he 
wants the rival factions to come to him with solutions rather 
than have them imposed by executive order. That is a wel- 
come break from the dictatorial days of Mr Suharto. Butun- 
less Mr Wahid can put an end to the violence, too many 
heads will remain too hot for any constructive talking. 

That leaves the president little choice but to act decisively 
as the ultimate commander of his armed forces. He must or- 
der them to act firmly and even-handedly to stop the killings. 
If any officers disobey or prevaricate, they should be brought 
to book. True, some mutter darkly that, if pushed too hard, 
the armed forces could destabilise the government, or even 
overthrow it. But Mr Wahid has widespread support both at 
home and abroad: any coup-minded officers should realise 
that a military takeover would make Indonesia an interna- 
tional pariah and certainly destroy its chances of economic 
recovery. Mr Wahid may anyway have little choice Dut to as- 
sume so. Unless Indonesia’s armed forces are brought to heel, 
the world’s biggest Muslim country will not become the toler- 
ant, democratic nation it still has the chance to be. 





. The government says it intends to dollarise the economy. This may 


_ make sense, but it is no magic bullet 


C WAS a last-ditch move by a desperate politician. With the 
& currency in free-fall and demonstrators on the streets de- 
Manding his resignation, Jamil Mahuad, Ecuador's president, 
announced on January gth that he intends to “dollarise” his 
<> country’s economy. Born of panic, the proposal was ill 
_ planned and ineptly explained: next day, investors were still 
< wondering what exactly Mr Mahuad meant by “dollar- 
isation”—since he also talked of keeping the sucre, Ecuador's 


— : currency, fixed at a rate of 25,000 to the dollar. And it was a 
-> decision taken for the wrong reasons: Mr Mahuad’s mind is 
~ focused more on short-term political survival than on long- 


term economic health. Still, it is not in itself a stupid idea. 


i Nowhere to turn 


Ecuador is in a terrible state. It is in the midst of its worst re- 
cession since the Great Depression: output fell 7% in 1999. It is 
___ bankrupt: in August 1999, Ecuador became the first country to 
__ default on Brady-bond debt. Though the government has not 
_ formally defaulted on domestic debt, the financial system has 
_ crumbled and most deposits have been frozen for almost a 
_ year. And, unsurprisingly, its currency is collapsing. The sucre 
_ fell by 65% against the dollar in 1999 and by almost 20% in the 
first week of this year alone. As a result, the country is well on 
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Desperation in Ecuador 








the way to hyperinflation. . 

In this kind of financial chaos, dollarisation—or abandon- 
ing the domestic currency—is less radical than it sounds. Since 
no one has any confidence in the sucre, Ecuador's room for 
loosening monetary policy without spurring inflation is scant. 
For the same reason, Ecuador's central bank has little scope to 
act as lender of last resort to the moribund banking system. 
Any liquidity the central bank gives to floundering banks sim- 
ply causes a collapsing currency and higher inflation. Nor is 
dollarisation, in fact, such a dramatic change. Most assets and 
liabilities in Ecuador are already denominated in dollars. In 
short, there is little to lose from ditching the sucre. 

And potentially there is much to gain. A rigid adherence to 
the dollar—either by adopting it directly through dollar- 
isation, or through a currency board, where sucres in circula- 
tion would be backed by dollars at the central bank—could 
bring badly needed credibility (much as stomach-stapling or 
tooth-wiring might convince you that a fat man was serious 
about losing weight). n 

Technically, too, the proposal is feasible. The country has 
enough ready reserves to buy back every sucre in circulation 
at the proposed rate of 25,000 per dollar. Less obvious is 
whether Ecuador is right to go for full dollarisation, as it 
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seems to be doing, rather than introducing a currency board. 
Dollarisation is harder to reverse, and thus perhaps the more 
credible course in such awful times. But in dollarising, the 
central bank must spend its reserves to buy sucres. Under a 
currency board, it keeps those reserves—and continues to 
eam interest on them. A country in so dreadful a financial 
pickle as Ecuador cannot afford to sniff at any such source of 
additional revenue. 

Either way, eschewing monetary policy is not some magic 
remedy for Ecuador’s ills. It is not, as some in Quito seem to 
think, a substitute for tough reforms to sort out the country’s 
financial mess. Indeed, dollarisation demands quicker, 
tougher reforms. Unable to hide a collapsed banking system 
beneath hyperinflation, Ecuador must address its bankruptcy 
head on. That means negotiating debt write-downs with ex- 
ternal creditors; worse, it means writing down domestic debt. 
The liabilities of the banking system, in particular, will need 
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to be dramatically reduced. A way to convert deposits into 
long-term bonds must be found. This is already being dis- 
cussed in Quito, though it is unclear whether the proposals 
will be enough. And in the medium term, even if teday’s debt 
overhang is tackled, dollarisation will demand a permanently 
more prudent fiscal policy. 

If abandoning the sucre gives Mr Mahuad (or indeed any 
other politician) enough political capital to effect these re- 
forms, then it could prove a spectacular success. Unfortu- 
nately, there is little in Ecuador's recent history to inspire con- 
fidence. For years dysfunctional politics have precluded any 
serious economic reform. It is possible that dollansation can 
enforce discipline in what is essentially a failed state. The risk, 
however, is that the chaos of hyperinflation will give way to 
the chaos of a financial system that simply implodes, as dol- 
larisation proves unsustainable. Hard as it is to believe, Ecua- 
dor would then be in an even worse mess than it is now. 








Releasing Pinochet. 


It would not invalidate the important precedents set by his case 


HE extraordinary legal saga of General Augusto Pinochet, 

Chile’s former dictator, is moving towards its close, 
wreathed in the same cloud of controversy and confusion 
which has surrounded the case ever since the general's arrest 
in October 1998. Jack Straw, Britain’s home secretary, is plan- 
ning to send the 84-year-old general home to Chile next week 
following a report by a team of independent doctors that he is 
medically unfit to stand trial in Spain, which is seeking his ex- 
tradition on charges of torture. Predictably, human-rights 
groups are outraged, accusing Mr Straw of a political fix to 
save his government further embarrassment. Just as predict- 
ably, the general’s defenders in Chile and Britain are de- 
lighted, praising Mr Straw for belatedly calling a halt to legal 
proceedings which they say are politically motivated and 
should never have begun. Both sides have missed the point. 

Mr Straw deserves neither the praise nor the blame 
heaped upon him. Although there is no denying that the Brit- 
ish government will be glad to see the back of General Pino- 
chet, that has been true for the past 15 months, and yet Mr 
Straw has left as much of the case as possible to the courts, in- 
tervening only when forced to do so by law. His announce- 
ment this week is no exception. He has repeatedly refused to 
halt the case on medical grounds. It was only after Chile’s gov- 
ernment made a formal request, backed by medical evidence, 
for the case to be halted that Mr Straw appointed four emi- 
nent doctors to examine the general. 

Mr Straw has muddied the waters a bit by failing to get 
General Pinochet to agree to the public release of the doctors’ 
report. But the report has been seen by British prosecutors as 
well as Mr Straw, and he has given the general’s opponents a 
week to argue against his release or to mount a court chal- 
lenge. There is no reason to doubt the doctors’ “unequivocal 
and unanimous” conclusion that, after a series of strokes last 
September and October, and the worsening of a number of 
other ailments, the general is unfit to stand trial. If the general 
is so feeble that he is unlikely to survive a trial, or be capable 
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of following the proceedings, justice demands that he be al- 
lowed to go home, whatever his alleged crimes. 

If the general does return to Chile next week, as now looks 
likely, it will be no victory for him or his supporters. He left 
Chile for his trip to Britain with all the trappings and dignity 
of a former head of state, and still wielding considerable polit- 
ical clout in the country which he had ruled with an iron 
hand for 18 years. He returns a pitiful figure, too old and men- 
tally incompetent to answer the charges against him, with the 
systematic torture, murder and hostage-taking of his brutal 
regime advertised to the world. 


Immune no more 


And the real significance of the Pinochet case goes much fur- 
ther than this. Although a clutch of human-rights treaties 
passed since the second world war have supposedly out- 
lawed murder, torture and arbitrary arrest by governments, 
dictators all over the world have continued to employ such 
methods with impunity, safe in the knowledge that, even if 
they lost power, they were beyond the reach of any law. The 
Pinochet case has changed that forever. 

Despite all the confusion surrounding the case, there is no 
doubt that it constitutes a landmark in international law. Two 
separate panels of Law Lords, members of one of the most 
cautious supreme courts in the world, have found that a for- 
mer head of state is not, as many previously thought, immune 
from prosecution for crimes against humanity. 

The fact that France, Belgium and Switzerland, in addition 
to Spain, have also requested the general's extradition, is a 
sign that prosecutors and governments in other countries are 
also no longer willing always to turn a blind eye to the crimes 
of repressive rulers abroad. There is still a long way to go be- 
fore the likes of General Pinochet are pursued consistently, or 
everywhere, by the forces of the law. But many a comfortable 
exile is now nervously consulting his lawyers, or ought to be. 


= = = s 
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The net gets real 


AOL’s merger with Time Warner, announced on January 10th, is being seen as 
the Internet taking over the world. Actually, it’s the other way round 


N ALL deals, the story is there in the num- 
bers. The numbers in this deal, though, tell 
two stories. 

The decision by Time Warner's manage- 
ment to hand over 55% of the merged giant to 
the shareholders of Aot, a company with a 
fifth of its revenues is, on the face of it, an as- 
tonishing declaration by old media of the 
power of the new. To Wall Street and the 
technology industry, however, things look a 
bit different. ao’s market value, when the 
deal was struck, was twice Time Warner's. It 
was Offering its shares at a 25% discount—an 
extraordinary admission, apparently, by 
AOL’s management that their shares were 
not worth what the market said. 

Why this disparity? Because the two 
companies come from two different worlds, 
old media and new media, which value 
things differently. Those two 


bank, and css’s slice of SportsLine usa. Some 
have spent huge sums trying to build their 
own new media. Time Warner’s Pathfinder 
site, in which five years and untold millions 
were invested before it was finally junked 
last year, was the starkest example. 

None of it has made a huge impact. The 
old-media companies’ problem has been 
their slowness. The Internet's perceived sig- 
nificance is constantly changing, and In- 
ternet companies need to be able to change 
with it. Aot has prospered because it has re- 
invented itself so often (see box on page 25). 
Watching media companies trying to follow 
Internet companies has been like watching 
an oil tanker try to chase a speedboat. 

Behind these embarrassing failures, 
however, something important was hap- 
pening. The smarter old-media companies 


have been reshaping their core businesses to 
be able to take advantage of new distribu- 
tion opportunities. 

First, media companies with cable assets 
have been rebuilding them for the digital 
age. Time Warner and its boss, Gerald Levin, 
were reviled on Wall Street during much of 
the 1990s partly for the huge burden of debt 
the company was carrying. That debt wasin- 
curred because of the costs of upgrading the 
company’s old cable networks. Now that ca- 
ble is perceived as the best way of piping 
broadband Internet services into people’s 
houses, Wall Street sees Mr Levin as a man of 
foresight and vision. 

Second, Time Warner, along with some 
of the other old-media companies, was re- 
fashioningits organisation. The pointof buy- 
ing Ted Turner’s cable assets in 1996 was not 
tocombine a disparate group of media prop- 
erties, but to create a business with a set of 
media brands (that’s what magazines and 
television networks are these days) whose 
content could be used across a number of 
different platforms—movies, broadcast tele- 
vision, cable and print. The Internet, as the 
newest distribution outlet, fits neatly into 
this strategy. 





How they learned to love old media 

But while old-media companies longed to 
get together with new-media companies, 
the reverse was not true. “They just don’t get 
technology,” said Intels chief executive, 
Andy Grove, in 1998; and his con- 





worlds are prepared to make the 
compromises necessary to come 
together because they recognise 
that they need each other. 

Old media companies have 
been desperate to get into the new- 
media business for some time. 
They have put together quite a 
range of investments in new-me- 
dia companies (see chart on next 
page), such as Rupert Murdoch’s 
joint venture with Japan’s wildly 
successful Internet investor, Soft- 
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Coming together 
America Online Time Warner 

Boss Steve Case Gerald Levin 
| Market capitalisation 163.2 83.5 

Jan 7th, $bn 

Sales*, $bn 5.2 26,61 

Net income*, $bn 0.53 1.19t 

Employees, ‘O00 12.1 67.5 


13m US cable subscribers; 
120m magazine readers 

" “12 months to Sept 1999 "Consolidated, restated Fully taxed 
Sources: Company reports; Reuters; Primark Datastream 


Paying customers 22.2m members 














tempt echoed the views of most 
techies. When Barry Diller, one of 
the old-media business's smartest 
operators, tried to marry his usa 
Networks to Lycos, a search en- 
gine, last year, Lycos’s sharehold- 
ers snubbed him. After the deal 
was announced, it fell apart be- 
cause the Internet company’s in- 
vestors rebelled at the idea of link- 
ing their high-flying stock to that 
of a sluggish old-media company. 

Since then, however, new-me- 
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dia companies have started to see things dif- 
ferently. Part of the reason is that their stock 
prices are no longer rocketing—indeed, over 
the past three weeks, Goldman Sachs’s In- 
ternet index has fallen against the sar 500 by 
10%. In addition, they have discovered that 
old-media companies can offer them three 
things that they need. 

¢ Marketing The rush of companies on to 
the Internet has turned into a crush of busi- 
nesses trying to get noticed. Those who fail 
are quickly trampled underfoot. Marketing 
is what differentiates the winners from the 
losers, and advertising is therefore by far the 
biggest item in the budget of new-media 
companies. The rule of thumb is that 70% of 
the budget of an Intemet company goes in 
marketing. 

America’s old-media companies have, 
as a result, seen their advertising revenues 
grow sharply. Cable television's advertising 
revenues rose by 15% in 1998, and by 21% in 
the first nine months of 1999; those of nation- 
al newspapers by 6% and 11%. Only network 
television’s revenues have lagged, with 7% 
followed by 3.3% growth: its struggles reflect 
its shrinking audience share. 

New-media companies’ desperate need 
for promotion has been the basis of many 
old-and-new media alliances, with old-me- 
dia companies acquiring a slice of an In- 
ternet company in return for promotion. CBS 






paid for its investment in SportsLine, for in- 
stance, with $57m-worth of advertising. 

e Distribution The Internet was supposed 
to solve distribution problems. Instead, new 
solutions threaten to put new-media com- 
panies ata disadvantage. 

Ordinary telephone lines offer grinding- 
ly slow Internet access. Broadband distribu- 
tion offers high-speed access, which means 
that consumers can watch pictures with 
quality almost as good as that of television, 
and receive as much data as they can use. To 
provide consumers with broadband access, 
telephone companies are testing digital-sub- 
scriber-line technology, which turns their 
wires into broadband channels; wireless 
and satellite companies are working towards 
broadband, two-way delivery systems. Ca- 
ble, however, offers a system that works and 
is already on the market. 

That is the main reason why artar last 
year bought up enough cable systems totum 
itself into America’s largest cable company. 
It is also why AOL spent much of last year 
lobbying regulators to prevent ara from al- 
lowing its own Internet service provider 
(isp), Excite@Home, exclusive access to its ca- 
ble customers. The row was defused in De- 
cember, when arar announced that it 
would offer partial access to other tsps; but 
aot has come to believe that, without secure 
access to a broadband network, its future is 
uncertain. Hence, in part, this week’s merger: 
Time Warner is the second-biggest cable-sys- 
tems company in America after ATAT. 
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e Content Most of the content that media 
companies produce does not workon the In- 
ternet when it is delivered down ordinary 
telephone lines. Video, running a few frames 
asecond, looks hopelessly clunky. Only text, 
music and simple, static images work, But, as 
broadband connections take over from nar- 
rowband ones, video, which forms the bulk 
of any media company’s output, becomes 
watchable over the Internet. 

aot has built a walled garden of content 
that works well in the narrowband world. 
But, as the transition to broadband takes 
place, any isp wanting to differentiate itself 
from the pack will need access to more so- 
phisticated and expensive material. And the 
people who have it are the old-media com- 
panies. Remember how people used to say 
that content was king? In the broadband 
world, itis. 


Big is back 

Surely, though, rather than trading in its 
shares at a discount, aor could have built its 
own content business? That would have 
been hard—just as hard as Time Warmer has 
found it, trying to build an Internet compa- 
ny. Technology companies have had a go at 
making content in the past, and found it sur- 
prisingly difficult. Microsoft once had grand 
dreams for creating content for its MsN site, 
and abandoned them after a struggle. Cre- 
ative stuff, it turns out, is tough to create. 

Nor would aot have solved its problem 
had it bought a more modest content com- 
pany.Somuch—at least in this business—for 
the nice idea that the Internet would lower 
barriers to entry and let the little guy in. As 
video starts to work on the Internet, the same 
economies of scale that applied to the movie 
and television business will apply to the new 
medium, only more so. 

Part of the reason is the sheer quantity of 
cash needed to make a media product that 
attracts notice. Aside from the occasional 
“Blair Witch” phenomenon, making a movie 
or a television series is hugely expensive 
these days. Inflation in the movie business 
has sharply outpaced real-world inflation in 
recent years, as returns rise in the entertain- 
ment business and as more money com- 
petes for a small number of stars. Big-budget 
movies require big companies to finance 
them. 

Big companies, what's more, have the 
ability to squeeze more profit out of their 
products than do small companies, Time 


Warner can take a brand—say, Batman= 


from a comic and tum it into a movie, a 
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Thousands of miles separate them. 

An optical internet carrying live video of this miracle connects them. 
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vision series, books, clothes, toys, with each 
of those outlets both generating revenue and 
promoting the brand. A little production 
company can’t do that. And those 
“brands”—“The Lion King”, “The X-Files”, 
“Rugrats”—are the most profitable media 
products. 

If anything, the lower the barriers to en- 
try in the business, the more size matters. In 
the crush of companies and products strug- 
gling to be noticed, those that survive will be 
those with the sort of scale and organisation 
of the big media houses. That is why Ao 
needed Time Warner, rather than a couple of 
guys with good ideas in a garage. 

So can the other big media companies— 
Disney, News Corporation, Viacom-css, 
Sony, Bertelsmann—match Time Warner's 
coup? No. There are plenty of Time Warners, 
but there is only one AOL. The other big me- 
dia companies must be worried. 

Disney and Bertelsmann will be the 
most concerned. Until now, Disney—whose 
chief executive, Michael Eisner, said recently 
that Bill Gates could turn out to be his main 


competitor—had moved further into new 
media than any of the others. Last year, it put 
together its Internet assets with Infoseek, a 
search engine, to create Go.com, a portal of 
which it owns 72%. But the market was not 
impressed. It values Go.com at a multiple of 
15 times its revenues, compared to around 70 
for similar companies. 

The aor Time Warner deal shoots a hole 
in Bertlesmann’s strategy. Europe’s biggest 
media company has been working hard to 
put the Internet at the centre of all its busi- 
nesses; and crucial to that strategy was a 
50-50 joint venture with AOL in Europe. It is 
hard to imagine that the joint venture will 
survive this merger. 

The other old media companies are also 
troubled by a problem which Time Warner 
has now solved: succession. Aside from Ber- 
telsmann, whose newish boss, Thomas Mid- 
delhoff, is 46, they are run by old and oldish 
men—Rupert Murdoch, Sumner Redstone 
and Gerald Levin. Michael Eisner would 
cringe to be included, but at 57, he is no 
spring chicken. 


AOL TIME WARNER 


The bosses’ age means that they are inev- 
itably out of touch with the big issue of the 
day: the Internet. It also means that the suc- 
cession question, which troubles both share- 
holders and subordinates, gets in the way of 
normal business. Wall Street analysts have 
been complaining about the absence of a 
successor for Mr Levin. 

Both problems are now solved in one go. 
Time Warner can stop worrying about 
whether it is in touch with new media; and, 
at the same time, it has got a new-generation 
boss, Steve Case, 41, as chairman, with Mr 
Levin as chief executive. Aot’s Bob Pittman, 
46, who once worked at Time Warner, re- 
turns as its co-chief operating officer and 
likely successor to Mr Levin, So now Mr Lev- 
in can start worrying about minor matters 
such as how on earth to integrate the two 
companies—it was tough enough sticking to- 
gether the Time, Warmer and Tumer busi- 
nesses—and Mr Case can concern himself 
with the small matter of how on earth he can 
turn a tanker into a speedboat. 














HEN Steve Case, chairman-desig- 

nate of AoL Time Warner, hugged 
Time Warner's Jerry Levin on stage as they 
announced their epic deal, it was a rare 
show of emotion that probably had rather 
less to do with his affection for the but- 
toned-up Mr Levin than the adrenalin 
rush of the moment. 

MrCase himselfis hardly extrovert. In- 
deed, he is usually so tightly controlled that 
his nickname at aox is “The Wall”. It's not 
that his colleagues don't like him—he has 
learnt to play the role of an encouraging big 
brother with some success—but they do 
find him impenetrable. Kara Swisher, a re- 
porter from the Wall Street Journal who 
enjoyed unprecedented access to Mr Case 
when researching a book on Aot’s turbu- 
lent rise to greatness, describes his face as a 
“blank slate”, so placid that it seems a 
stranger to the feelings that normal people 
have, such as anger or joy. What is really 
going behind that pleasant, bland exterior? 

A pretty remarkable combination of 
unshakeable conviction and iron nerve, is 
part of the answer. Those qualities are al- 
lied to an almost protean ability to change 
business tactics whenever circumstances 
require it—from which aot has earned the 
nicknames of “cyber-cockroach” and “dig- 
ital Dracula”. 

From his earliest days with the compa- 
ny, when it was a video-games firm called 
Control Video Corporation, the former 
Pizza Hut marketing executive was con- 
vinced that there was something magical 

about the delivery of content online. There 








A theory of the Case 


was no thought that the Internet would 
soon transform electronic services when, 
after several painful metamorphoses, 
America Online went public on the Nas- 
daq in 1992. But there were already signs 
that, with its mix of games, e-mail, chat, 
news, forums, travel and other informa- 
tion, Mr Case's service had a bounce that 
well-financed but stodgier rivals, such as 
Prodigy and CompuServe, lacked. 

It was Aot’s brave and brilliant mar- 
keting (swamping the country with its CD- 
ROMS was one innovation), but, most of all, 
its unashamed populism that enabled it to 
leave its richer rivals, such as Microsoft's 
MSN, in the dust. Mr Case never wavered 
from insisting that Ao.’s software must 
provide a bright and cheerful point-and- 
click interface that would win over even 
the most technophobic potential custo- 
mer. He also understood that, while con- 
tent was king, much of that content would 
come from the sense of community that 
AOL subscribers were encouraged to share. 
Even today, it is still Aot’s chat-rooms, fo- 
rums and instant messaging that underpin 
its dominance. 

Mr Case’s nerve has been frequently 
tested, most especially by Microsoft when 
Bill Gates, in 1993, threatened either to “buy 
or bury” AOL. Two years later, with the 
launch of Windows 95, Mr Gates seemed 
ready to make good his threat by bundling 
MSN with the operating system’s software. 
But, in the end, Mr Gates’s greater need to 
destroy Netscape gave Mr Case the chance 
to doa deal that gave aot’s icon equal bill- 





An odd kind of visionary 


ing with Msn on the Windows desktop. 
When the World Wide Webemerged as 
a mass-market platform, thanks to Net- 
scape’s browser, many predicted once 
more that Ao, with other proprietary on- 
line services, was finished. But AOL 
smoothly morphed into the biggest player 
on the web. Amazingly, almost three-quar- 
ters of Ao. members’ time, and nearly 40% 
of the time that all Americans spend on the 
web, is currently spent within AOL's 
“walled garden” of content and services. 
And therein lies Mr Case’s greatest tal- 
ent—an instinct for understanding the 
taste and needs of ordinary people that is 
quite extraordinary. Mr Case has the inner 
self-confidence not to need to show off and 
appear clever. He is a visionary who 
couldn’t care less about “the vision thing”. 
And all the more formidable because of it. 
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Putin's way 


| Vladimir Putin, Russia’s new 


acting president, sacked some 
leading ministers and officials 
close to Boris Yeltsin, who had 
resigned as president on new 
year’s eve, and promoted a re- 
former, Mikhail Kasyanov, to 
first deputy prime minister. 
But the war in Chechnya be- 
gan to go worse for Russia. 


Wolfgang Schäuble came 
under pressure to resign as 
leader of Germany’s opposi- 
tion Christian Democrats after 
admitting that he had accept- 
ed DM100,000 ($62,000) for his 
party from an arms dealer in 


| 1994. 


French lorry drivers block- 
aded ports, border crossings 
and major roads for several 
days, forcing the government 
to lower fuel prices and to ex- 
empt them from a law, which 
takes effect this month, limit- 
ing the standard working 
week to 35 hours. 


The European Court of Justice 
told Germany to end its ban 
against women in the 
armed forces. 


The eu will have a new food- 
safety authority in 2002, 
and tougher laws on food and 
animal feed, if governments 
agree to European Commis- 
sion plans. Consumer groups 
complain that the body will 
have mainly advisory powers. 


Britain’s home secretary said 
that Augusto Pinochet, 
Chile's former dictator, had 
been found unfit for trial (on 
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charges of torture) by a team 
of British doctors and that he 
was “minded” to have him 
sent back to Chile, probably 
within a week. A Spanish 
judge who ordered General Pi- 
nochet’s extradition for trial in 
Spain was expected to appeal 
against the decision. 


Many people across Europe 
succumbed to a virulent strain 
of flu. Several governments 





said the disease had reached 


epidemic levels. 


All-American boy? 


The Miami relations of Elian 
Gonzalez, the Cuban boy 
whose custody is being dis- 
puted, won a ruling from a 
state court that his return to 
Cuba would do him “harm”, 
blocking a ruling by the feder- | 
al government that he be al- 
lowed to go home. Janet Reno, 
the attorney-general, said the 
state ruling had no force. 





i 
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In America, John McCain, | 
the second-runner (but front- | 
runner in New Hampshire) for 
the Republican presidential 
nomination, announced a pro- 
gramme of modest tax cuts, 
claiming that money ought to 
be spent on shoring up Social 
Security, the public pensions 
system. This opened up a spir- 
ited debate with George W. 
Bush, whose proposed tax 
cuts are a lot more generous. 





President Bill Clinton an- 
nounced the creation of three 
new national monuments, 
two to safeguard for posterity | 
almost ım acres near the 

Grand Canyon in Arizona. | 
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Mr Clinton also announced 
$1.3 billion in aid for Colom- 
bia, most of which will go to 
the country’s army. Soon after 
he spoke, guerrillas launched 
attacks on three towns in 
southern Colombia. 


In an act of desperation, 
Ecuador's president, Jamil 
Mahuad, said he would “dol- 
larise” his country’s economy, 
and sacked his entire govern- 
ment. The sucre, Ecuador's 
currency, lost 65% of its value 
in 1999, and a further 20% in 
the first week of 2000. A state 
of emergency, introduced last 
week, remains in place. 


| Security blanket 


A partial amnesty for Alge- 
ria’s Islamist rebels ran out. 
But the armed wing of the Is- 
lamic Salvation Front, offered 
a blanket amnesty for its fight- 
ers, was reported to have dis- 
solved itself. The political lead- 
ers of the still-banned Front 


| oppose the deal; the hardline 


Armed Islamic Group intends 
to continue fighting. 


Fighting between government 
forces and unrta rebels in 
south-east Angola sent thou- 
sands of refugees fleeing into 
Zambia. Others have already 
fled into northern Namibia 
after the capture of a rebel 
base near the border. 


Britain said it would not give 
export credits for arms sales 
to 63 of the world’s poorest 
countries, 


The trial of 20 prominent 
members of Egypt's banned 
Muslim Brotherhood star- 
ted in Cairo. The defendants, 
who include lawyers, doctors 
and academics, were arrested 
in October. 


| Large numbers of Israelis, op- 


posed to withdrawal from the 
Golan Heights, demon- 
strated in Tel Aviv. A survey 
by Tel Aviv University suggest- 
ed that, if a referendum on an 





Í 





Israeli-Syrian peace deal were 
held now, the government 
would lose it. 


Iran's Council of Guard- 
ians, which checks all elec- 
toral candidates, disqualified 
many of the prominent re- 
formers who had wanted to 
stand in next month’s parlia- 
mentary election. 


Old hat 





A 14-year-old Buddhist leader, 
the Karmapa Lama, hither- 
to backed by China's govern- 
ment, left Chinese-ruled Tibet 
and arrived in India. Suppor- 
ters claimed he had fled re- 
pression, but China said he 
had left to collect some relics, 
including a hat. 


In Pakistan, a judge refused 


| to let the trial proceed against 


a former prime minister, 
Nawaz Sharif, who is accused 
of treason. A fair trial would 
be impossible, said the judge, 
as intelligence officials were 
present. 


More graves were unearthed 
in East Timor, as interna- 
tional peacekeepers and the 
Indonesian government 
agreed to avoid clashes on the 
border with West Timor. 


Opposition figures in Malay- 
sia, including the lawyer of 
former deputy prime minister, 
Anwar Ibrahim, were arrested 
and accused of sedition. 


Violence continued between 
Christians and Muslims in In- 
donesia’s Molucca islands, 
leaving some 20 people dead. 
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In the world’s biggest merger, 
| America Online, the world’s 
“biggest Internet service pro- 
vider, agreed to take over 
‘Time Warner, the world’s 
1 biggest traditional media com- 
pany. The all-share deal val- 
ued Time Warner at $150 bil- 
lion. Investors reacted with 
scepticism; shares in both 
companies slumped, although 
Time Warner's had previously 
climbed impressively. 






AOL also teamed up with 
General Motors, the world’s 
biggest car maker, in a deal to 
market cars over the Internet 
and to provide Internet access 
in-car. Not to be outdone,” 
Ford, the world’s second-big- 
| gest car maker, announced a 
tie-up with Yahoo!, an In- 
ternet portal, to provide simi- 
lar services. 














>] Yahoo! exceeded forecast i 
| profits for the last quarter of | 
“| 1999 after impressive growth 

in revenues and traffic. The 

company earned $57.5m in the | 

fourth quarter and announced 

a two-for-one stock split. 





Vodafone AirTouch, the 
world’s biggest mobile-tele- 
phone operator, announced 
deals with companies includ- 
ing Ericsson, Nokia and 
IBM, to provide Internet ser- 
vices on mobile telephones. 
Vodafone said the move 
would strengthen its efforts to 
acquire Germany's Mannes- 
mann. Mannesmann revealed 
that pre-tax profits for 1999 
had jumped 37% to €4.3 bil- 
zhon ($4.6 billion). 
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General Motors looked set to 
sell the satellite-making busi- 
ness of its subsidiary, Hughes 
Electronics, to Boeing for 
around $4 billion. Acquiring 
the world’s leading commer- 
cial satellite manufacturer 
would allow the world’s larg- 
est plane maker to beam in- 
flight services to both passen- 
gers and aircraft. 


IBM, the world’s biggest com- 
puter company, was awarded 
2,756 patents by the us Patent 
Office last year, a record num- 
ber, and 900 more than its 
closest rival, Japan’s NEC. 
Some 900 patents were award- 
ed to 1am for e-business tech- 
nologies. 13m also plans to de- 
velop e-business software 
using the freely available Li- 
nux operating system. 


Rescue remedies 


British Telecom made a 
white-knight rescue of Esat, 
Ireland’s second-largest tele- 
coms company, agreeing to 
pay £1.5 billion ($2.5 billion) to 
thwart Telenor, Norway's na- 
tional telecoms company. 


America’s Federal Communi- 
cations Commission looked 
set to break a deadlock be- 
tween tv makers and cable 
operators over technical stan- 


dards for digital TV, possibly 


averting unilateral action. 


The Really Useful Group, 
owned by Lord Lloyd Webber, 
a composer, bought ten Lon- 
don theatres for £87.5m 
($144m) from Stoll Moss in 
partnership with NatWest 
Equity Partners. Lord Lloyd 
Webber will now be able to 
stage his hugely successful 
musicals in his own theatres. 


Ashanti, a Ghanaian mining 


| company that suffered enor- 


mous losses through an un- 
wise hedging strategy, is to sell 
half of Geita, a Tanzanian 
gold-mining project and one 
of its most promising assets. It 
could raise up to $400m. 
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Japan’s convenience stores are 
attempting to encourage the 

country’s reluctant consumers 
to go e-shopping by marrying 
e-commerce to traditional 


third-largest chain, said it 
would form a joint venture ~~. 
with four others. Seven-Elev- 
en Japan, the largest chain, 
announced similar plans last 
week; so did Lawson, the 
second-largest, last year. 











France’s Groupe Danone is 
set to become America’s sec- 
ond-largest bottled-water com- 
pany by acquiring McKee- 
son Water Products for $11. 
billion. The French firm: says. 
that financing the deal 

through borrowing may dilute 
earnings. 


Universal Music, owned by 
Canada’s Seagram, is reported 
to have abandoned a trial at- 

tempt to sell music online be- 


| cause of problems with the 


system. The company hopes 
to develop an improved sys- 
tem to distribute digital music 
before a full launch, probably 
in spring. 


| Looking ahead 


Signs of Germany’s econ- 
omic recovery were mixed. 
Manufacturing orders rose a 
seasonally adjusted 1.2% in 
November compared with 
October; industrial production 
fell 0.5%. Each had been ex- 
pected to do the opposite. The 
chancellor, Gerhard Schréder, 
issued a “joint declaration” on 
wages and productivity; 1G 
Metall, the most powerful un- 
ion, called for a 5.5% wage rise. 











| Organisation, probably lates 
shopping. FamilyMart, the 
| nese insurance groups plan to 
be listed-on the stock ex- 





| new standards for multinat- 
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China announced that it 

would phase out tax conce: 
sions to foreign companies 
after joining the World Trade 



















this year. Separately, four Ch 


change to maintain competi- 
tiveness with foreign compa- 
nies that will be allowed in 
after wro membership... 


















The ev and Japan resolved to 
renew their joint efforts to 
launch a WTO round of glo- 
bal trade negotiations with a 
broad agenda. Attempts. to 
launch a new round broke 
down in acrimony in Seattle 
last month, India agreed to 

open its markets for textiles, 
-food and consumer goods to 
foreign companies in line with 
wTo rulings. 























Tough on business 


Draft guidelines drawn up by 
the OECD and Brazil, Chile 
and Argentina propose strict 







ional firms in areas such as 
the environment and cor- 
porate governance. Even if. 
approved, they will be hard 
enforce in emerging econo- 












‘Britain 
‘United States 


Russia 





i Kazakhstan 

| Source! Environics Internat ; ae 
A poll published by Environ- ; 
ics International suggests that 
the ogcp’s proposed stan- 
dards are in line with con- 
sumer expectations of the 
role of large businesses in 
OECD countries. However, in -` 
emerging economies many still 
believe companies have only 
an economic role, 
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Is Free Trade Fair Trade? 
By Barun S. Mitra 


ree trade is fair trade, or so one 

thought until the recent protests 

in Seattle during the WTO meeting. 
The Seattle protesters contended that un- 
restricted trade harms developing countries. 
In contrast, India’s experience provides 
clear evidence of the high costs of a re- 
strictive trade policy. For almost fifty years, 
India, the world’s largest democracy, lived 
under the premise that trade is a zero-sum 
game. Successive governments believed 
that free trade would only weaken the Indian 
economy further and open it up for even 
greater economic exploitation. 

The result of this economic experi- 
ment has been tragic but clear. In 1947, 
at the time of Independence from British 
colonial rule, India’s share of global trade 
was estimated to be about 1.8%. Today it 
is less than half that. Per capita income 
has stagnated at less than $500, and an 
estimated 20-30% of the population lives in 
abject poverty. The Indian experience is in 
sharp contrast with that of many countries 
in South-East Asia that had started out at 
around the same level or worse, but in the 
last thirty years have leapt far ahead. 

The economic philosophy behind a 
restricted trade regime was national self- 
sufficiency, and import substitution. It was 
argued that protecting local industries 
would not only help protect jobs, but also 
allow the industries to mature and develop, 
and the domestic knowledge base and tech- 
nology to grow. 

The results of this policy, in India and 
elsewhere, have been the opposite of what 
had been intended. The experiment failed 
because of fatal misconceptions about the 
nature of the market and the role of trade. 
And the cost for this failure has been ex- 
tremely high. Ordinary consumers lost out, 
because domestic producers faced little 


PFIZER FORUM IS AN ADVERTISING SERIES SPONSORED IN THE 1 
LEADING POLICY EXPERTS PFIZER IS A RESEARCH BASED. GLOBAL F 


T OF ENCOURAGING PUBLIC DISCUSSION ON POL 














A world of ideas on public policy. 


competition, and their products were char- 
acterised by high price and low quality. 
Foreign goods were either unavailable or 
made prohibitively expensive through sky- 
high tariffs. Not surprisingly, the contri- 
bution of the economy to the growth of 
knowledge and technology was marginal. 

Trade restrictions have clearly failed 
the citizens of developing countries. It is 
time to try a new policy which will promote 
domestic ecanomic growth, spur innovation, 
and benefit consumers. There are several 
critical components to such a policy. They 
include the lifting of trade restrictions, 
respect for private property rights and con- 
tracts, and the assurance of freedom of 
choice in the marketplace. Such policies will 
induce competition and foree producers 
to find better and cheaper ways of satisfying 
consumer demands 

To enhance the domestic base of know- 
ledge and promote technological innovation, 
another essential component of a pro- 
growth policy is protection of intellectual 
property rights (IPR). The approach to IPR 
is another clear distinguishing factor be- 
tween developing and developed countries. 
The former generally considered know- 
ledge to be free and IPR as an instrument 
for restricting access to knowledge. The 
unintended consequence of this approach 
has been that while knowledge may be free, 
it has also become scarce, dated and even 
unavailable, as there is no incentive to invest 
in the discovery process 

The experience of India in this regard 
is quite telling. It may be argued that a lot of 
the traditional knowledge systems in India 
have decayed or died because of lack of 
protection for IPR. This seems particularly 
ironic today when there is universal con- 
cern for protecting the local knowledge 


base. For instance, the failure of most 


local pharmaceutical companies to utilise 
the “free” knowledge to develop new and 
better drugs is an illustration of the signi- 
ficance of IPR. IPR may limit access, but 
in the process eliminates the “tragedy of 
the commons” in the knowledge domain. 
IPR, therefore, provides the incentive to 
discover and makes knowledge affordable 
and sustainable. 


Where the interests 

of ordinary citizens are 
at stake, free trade is 
fair trade. 


Another aspect of trade that needs 
more attention is its relationship with demo- 
cracy. Traders in the marketplace are like 
voters in a democracy. If free flow of ideas 
is essential to sustain political freedom and 
a democratic polity, then free trade is 
critical to sustain economic freedom and 
an efficient marketplace. Liberty, after all, 
is indivisible. 

Therefore, the best way to realise the 
competitive advantage that an opportunity 
to trade provides is through universal dis- 
mantling of barriers to trade and economic 
growth, The evidence of prosperity is clear 
from the diverse group of countries that 
instituted domestic reforms and adopted 
relatively open trading systems — to the 
benefit of their citizens. Their experience 
is testimony to the fact that, where the 
interests of ordinary citizens are at stake, 
free trade is fair trade. 

Barun Mitra is one of the founders of the Liberty 
Institute, a market-orientated think tank in New 
Delhi, India. The Institute runs the Julian L. Simon 
Centre for public policy research. For more infor- 
mation, write to the Institute at J-259, Saket (2nd 
floor), New Deihi 110 017, India, or see their 
website at www.angelfire.com/mi/libertyinatitute. 
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The boy lama's long and 


mysterious journey 


BELING 


The dramatic departure from Tibet of the leader of a Buddhist sect seems to 
have dealt a blow to China’s government. Or has it? 


O¥ might well expect bizarre things to 
happen when theavowed atheists who 
head China’s Communist Party seek com- 
mon ground with the reincarnated “living 
Buddhas” who inspire devout Tibetans. And 
so it was when the 14-year-old Karmapa 
Lama visited Beijing in January 1999. He 
pledged “to follow the teachings of President 
Jiang Zemin”. The boy, China's official Xin- 
hua news agency explained back then, 
would do this by studying hard, loving Chi- 
na and devoting himself to the prosperity 
and unity of Tibet—never mind that China 
had taken over what was virtually an inde- 
pendent country in 1950, and that the Dalai 
Lama, its temporal and spiritual leader, had 
fled Tibet after an uprising against Chinese 
rule nine years later. 

Odder things are now happening. The 
Karmapa Lama seems to be moving in quite 
the opposite direction. Although details re- 
main sketchy, the boy, named Ugyen Trinley 
Dorje, seems to have gone to extraordinary 
lengths to leave his Chinese keepers and his 
monastery on the outskirts of the Tibetan 
capital, Lhasa, travel 1,450km (900 miles) 
across the Himalayas in the dead of winter to 
the headquarters of the Dalai Lama in the In- 
dian town of Dharamsala. 

Since arriving there on January sth, the 
boy has not appeared in public to speak for 
himself, and it has so far fallen to others tore- 
count his journey and explain his motives. 
Some of the Buddhist groups that claim to be 
in touch with him say he and his small party 
made the journey by foot. Others say he trav- 
elled much of the way in a lorry, and a few 
that he may have flown out of Tibet. Given 
the distance, he must have used a vehicle for 
at least part of the journey. 

China says it knows none of the detailed 
circumstances of his journey, and thus 


THE ECONOMIST JANUARY t5TH 2000 


seems to acknowledge that his departure 
was unauthorised. But the government also 
claims he left behind a letter saying he went 
abroad to fetch religious relics used by the 
previous incarnation of the Karmapa, and 
that he “did not mean to betray the state, the 
nation, the monastery and the leadership.” 
Some observers ask whether China has 
truly been caught on the hop. The boy’s her- 








oic journey could be better explained, they 
say, if China had been willing to let him go. It 
may hope that the newly-departed Kar- 
mapa will cause mischief in India: he may go 
to a monastery in Sikkim, bringing attention 
to a territory annexed by India in 1975—to 
China’s enduring disgust. Indeed, he will be 
something of a rival, at least in spiritual 
terms, to the Dalai Lama and may thus di- 
vide exiled Buddhist groups. 

If he did run, then China’s leaders are 
likely to feel betrayed. The Chinese govern- 
mentand the Dalai Lama are bitter adversar- 
ies, and Chinese officials routinely accuse 
the Dharamsala exiles of cloaking them- 
selves in religious robes in order to carry out 
a political plot aimed at “splitting the Chi- 
nese motherland”. 

Some members of the Karmapa’s Kagyu 
sect believe another boy in Sikkim is the true 
reincarnation, and dismiss the Dalai Lama's 
opinion on the matter as irrelevant, since he 
heads the separate Gelugpa sect. In any 
event, when he was installed in a ceremony 
in Tibet in 1992 as the 17th incarnation of the 
Karmapa (the 16th died in Chicago in 1981), 
the boy became the third-ranking lamain Ti- 
betan Buddhism—and one recognised by 
both the Dalai Lama and China: the selec- 
tion of Ugyen Trinley Dorje had been a rare 
point of agreement between the Dalai Lama 
and the government in Beijing. 

All this was in sharp contrast to the years 
of intrigue and acrimony that followed the 
death in 1989 of the second-ranking Tibetan 
lama, the Panchen. China and the Dalai 
Lama ran separate searches to find his rein- 
carnation. In the end, China put the boy cho- 
sen by the Dalai Lama under house arrest 
and installed a candidate of its own. With 
not only Tibet itself, but also the second- and 
third-ranking lamas firmly under their 
thumb, the Chinese authorities had seemed 
content to play a waiting game in their battle 
with the 64-year-old Dalai Lama. Since the 
two young boys would eventually play a de- 
cisive role in validating the next incarnation 
of the Dalai Lama, China probably hoped to 
groom them as “patriotic” lamas who, when 
the time came, could be relied upon todo the 
Communist Party’s bidding. 

Given the stakes, China may well try to 
get the boy to come back. The Chinese have 
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carefully refrained from criticising his flight 
or condemning him in any way, leaving the 
door open for him to return on good terms. 
At the same time, they are putting heavy 
pressure on India to deny him political asy- 
lum, even though no such request has yet 
been made. If a request is made, India might 
try to placate China by not granting formal 
asylum. Privately, though, Indian officials 
say there is no chance that the boy will be re- 
turned to China against his will. 

Meanwhile in Tibet, monks and nuns 
are said to have come under tighter surveil- 
lance. Thousands of Tibetan Buddhists fol- 
lowed the Dalai Lama to India in 1959, and 
China may fear another exodus. 

The Karmapa’s departure is not China’s 
only religious problem, however. The Vati- 
can and many Chinese Christians in the un- 
derground church have also given trouble 
lately, stubbornly refusing to recognise the 
five “patriotic” bishops appointed on Janu- 
ary 6th by China’s religious authorities. 

China also continues its harsh campaign 
against the quasi-Buddhist Falun Gong med- 
itation movement. With some dedicated fol- 
lowers continuing to practise Falun Gong, 
the authorities clearly need to find new strat- 
egies for coping with the rising appetite for 
religion in Chinese society. That, of course, 
will take a while. In the meantime, they are 
likely to be strengthening their patrols along 
the border with India. 





BEUING 


N CHINA, those who try too hard to re- 
member history run the risk of being 
condemned to prison. Such has been the 
fate of Song Yongyi, a Chinese citizen who, 
as a researcher working for Dickinson Col- 
lege in the United States, has dug a bit too 





| The offence of China's history 














N | 


L Song, the jailed history man 





Cambodia 


Slow justice 


PHNOM PENH 


T LAST, some of the Khmer Rouge lead- 
ers who terrorised Cambodia in the 
1970s may face a court of law for their part in 
the deaths of up to 2m people. However, 
Cambodian politics being what they are, 
arrangements for the proposed trial look far 
from simple. The Cambodian government 
wants to run the trial run its way. At the same 
time, it wants it to have the authority of the 
United Nations, which at present the uN is 
reluctant to confer. 

On January 6th, 21 years almost to the 
day after the Khmers Rouges were over- 
thrown by an invading Vietnamese army, 
the Cambodian cabinet agreed on draft pro- 
posals for the trial. They decided, among 
other things, that the trial should be held in 
Cambodia and that the majority of the 
judges should be Cambodian, not foreign- 
ers.On the face of it, that was reasonable. But 
the uN has broad worries about Cambodia's 
ability to meet international standards of 
justice, Its judicial system is said to be weak, 
corrupt and subject to political pressure. 
Safeguards are needed to ensure that the 
proceedings are beyond reproach, and that 
former Khmers Rouges now allied to the 
prime minister, Hun Sen, and his Cambodi- 


deeply into the history of the 1966-76 cul- 
tural revolution. 

Mr Song had lived and worked in the 
United States for nearly a decade. He re- 
turned to China last summer to continue 
his research but was detained in August by 
China’s State Security Bureau. He was for- 
mally arrested on December 24th and 
charged with the “provision of intelligence 
to foreigners”. If convicted, he could spend 
many years in prison. 

Although his detention prevented him 
from becoming an American citizen, 
which was due to happen in September, it 
has not stopped American officials from 
raising his case with senior Chinese lead- 
ers, including President Jiang Zemin. Mr 
Jiang politely told a visiting congressman 
that he would look into the matter. 

What seems to have got Mr Song into 
trouble is his interest in the actions during 
the cultural revolution of Zhou Enlai. A for- 
mer prime minister, Zhou has longenjoyed 
a reputation as a moderate and compas- 
sionate figure who did all he could to limit 
Mao Zedong’s excesses. According to offi- 
cial Chinese history, things would have 
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an People’s Party are not immune from pros- 
ecution. Mr Hun Sen has, however, resisted 
the un’s requests for months, threatening to 
go ahead with the trialon his own. 

In part, the view taken by Mr Hun Sen 
and his party reflects their resentment that 
the West, along with China, let the Khmers 
Rouges occupy the Cambodian seat at the 
UN throughout the 1980s rather than see it 
given to the government installed by the 
Vietnamese. There is also a sense of pride 
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been much worse without Zhou. Accord- 
ing to the evidence presented at recent aca- 
demic conferences by Mr Song, however, 
Zhou was not so blameless. Someone high 
up in China has evidently taken offence at 
this attack ona beloved myth. 

America’s China scholars are often re- 
luctant to jeopardise their access to Chi- 
nese sources by criticising the government 
in Beijing, almost whatever it does, but in 
this case they have mustered the courage to 
speak out. By all accounts, Mr Song has 
worked only with newspapers and other 
publicly available documents. 

Jerome Cohen, an American lawyer 
and China expert, has been advising Dick- 
inson College and believes China may 
eventually respond to the pressure from 
abroad. So far, he says, the Chinese au- 
thorities have inappropriately applied the 
criminal code to Mr Song’s actions and, if 
they proceed with the case, risk “leaving a 
bad taste in everyone’s mouth”, especially 
among those American academics who 
have been China’s best friends. 

Mr Cohen suggests that China now 
has an opportunity to show off the pro- 
gress it has made in legal reform by letting 
prosecutors reject the case. That would 
demonstrate that even agents of the State 
Security Bureau have to play by the rules. 
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that it was the Cambodian government, and 

‘not the un, which finally brought about the 
demise of the Khmers Rouges in 1998, by 
then an enfeebled bunch of guerrillas. 

But having strung the un along for 
months, it seems unlikely that the govern- 
ment will want to risk being branded a par- 
iah by going it alone. Still, that has not 
stopped Mr Hun Sen from being difficult. 
One of his stratagems has been to offer va- 
rious countries a role in the judicial process, 
independently of his offers to the uN. During 
this week's visit to Cambodia of the Japa- 
nese prime minister, Keizo Obuchi, Mr Hun 
Sen said Japan could appointa judge. He also 
had a “gift” for Mr Obuchi to mark the 
breakthrough in the negotiations over the 
trial. It was that the UN could appointa joint 
investigating judge. This would be in addi- 
tion to the UN's joint prosecutor and its two 
judges on a five-judge panel. The “gift” is un- 
likely to allay UN concerns. 

The government has now agreed to post- 
pone a parliamentary debate on the propos- 
als, until they are discussed by a team of UN 
legal experts summoned to Phnom Penh. It 
seems there may still be room for manoeu- 
vre. But how much? The Cambodian gov- 
emment is concerned with domestic poli- 
tics; it does not want to see a trial destroy the 
country’s fragile peace. For its part, the UN is 
unlikely to endorse a travesty of justice. 

- = = = 


The Philippines 


Climbdown 


EIS a popular actor, but not much of a 

dancer. Joseph Estrada, the president 
of the Philippines, has at last backed away 
from his plan to revise the country’s consti- 
tution, which was drawn up in 1987 after a 
“people power” revolution threw out the 
dictator Ferdinand Marcosa year earlier. The 
proposed “charter changes”—known local- 





Estrada reads the script to Pardo 
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ly as “cha-cha”—would have removed some 
of the restrictions placed on the role that for- 
eigners can play in the economy. The debate 
about this had become divisive, amid grow- 
ing accusations of cronyism and incompe- 
tence levelled against the president. Though 
Mr Estrada’s decision to back off may tem- 
porarily appease some of his critics, he has 
stepped on so many toes that he is running 
out of worthwhile partners to help him re- 
gain his tumbling popularity. 

One of his most valuable cabinet mem- 
bers, Edgardo Espiritu, has ditched him. 
After he had resigned on January sth as fi- 
nance minister, Mr Espiritu criticised the 
government's “culture of corruption”, and 
then took a parting shot at the 70 or so infor- 
mal advisers who have surrounded Mr Es- 
trada’s presidency. On January 8th, the pres- 
ident responded. In a televised address, he 
said he would not pursue the constitutional 
changes that would have removed restric- 
tions on foreigners owning more than 40% of 
companies involved in natural resources, 
utilities or the media. Although such de- 
tailed clauses sit oddly in a country’s consti- 
tution, Filipinos are nationalistic and rather 
like them. 

More importantly, many were also sus- 
picious of Mr Estrada’s attempts to alter the 
constitution, which they see as a bulwark 
against a return to Marcos-style oppression. 
Although Mr Estrada had promised not to 
make any “political” changes, such as slip- 
ping in an amendment allowing presidents 
to serve a second term, many Filipinos had 
remained wary. Some of his fiercest oppo- 
nents on the issue were the Roman Catholic 
church, to which most Filipinos belong, and 
a former president, Corazon Aquino. Sup- 
porters of her successor, Fidel Ramos, had 
also wanted to tinker with the constitution 
but ran into fierce resistance. 

Before Mr Estrada was elected in 1998, his 
main promises had been to reduce crime 
and poverty. He now seems set to return to 
those themes. He has already had some suc- 





ASIA 


cess in tackling crime, especially the ram- 
pant kidnappings that have terrorised many 
businessmen. His new interior minister is Al- 
fredo Lim, whose no-nonsense methods as a 
former mayor of Manila earned him the 
nickname “Dirty Harry”. He has also prom- 
ised to put 500 soldiers on Manila’s streets 
and into shopping malls. 

Tackling poverty, however, will now be 
harder. The failure of Mr Estrada to persuade 
Filipinos to accept changes to their constitu- 
tion will continue to impede foreign invest- 
ment and hinder efforts to expand the econ- 
omy. Chronic budget constraints also 
threaten plans to build more farm-to-market 
roads, boost education and improve basic 
health care. 

Mr Estrada hopes his new finance minis- 
ter, Jose Pardo, will be able to improve gov- 
ernment revenues by plugging some of the 
holes in the tax system. Even if his efforts suc- 
ceed, the treasury may suffer. Mr Espiritu 
had a deft touch in the bond markets: last 
year, the country’s nimble fund-raising 
efforts allowed it to make good its budget 
shortfall at impressively low interest rates. In 
a country as poor as the Philippines, such 
savings are invaluable. 
= —_ ss 


Uzbekistan 


Many votes, few 
friends 


TASHKENT 


HE elderly man who tumed up to vote at 

the village school was given five ballot 
papers, one for himself and four for mem- 
bers of his family. Proxy voting is illegal in 
Uzbekistan, but the ban is not generally en- 
forced. Similar infractions were repeated 
across the country, as well as in the capital, 
Tashkent. However, Uzbekistan’s election 
commission is unlikely to question the vic- 
tory of Islam Karimov, who on January 9th 
retained the presidency with 92% of the vote. 

This was Uzbekistan’s first presidential 
election for eight years. One due in 1996 was 
cancelled. Mr Karimov, who has led Central 
Asia's most populous state since before inde- 
pendence from the Soviet Union in 1991, de- 
cided that, in the interests of democracy, he 
needed an opponent. Abdulhafiz Jalalov, a 
philosopher, serenely decided to shoulder 
this burden, but was hardly seen during the 
election campaign—except when he voted 
for Mr Karimov. The state-controlled media 
decided that Uzbeks were interested only in 
Mr Karimov, the farmer’s friend, the soldier's 
comrade and family man. 

However, there are signs that Mr Kari- 
mov may be thinking that his autocracy is 
not providing a solution to all the country’s 
problems. On the dav before the election, 
2,000 Muslims gathered in Tashkent to cele- 
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Karimov, friend and family man 


brate the end of Ramadan. Among them was 
Sheikh Mohammed Sadeq, Uzbekistan’s for- 
mer Islamic leader, whom the government 
had forced into exile seven years ago. Mr Ka- 
rimov then invited him back, hoping that he 
would counter the growing influence of poli- 
ticised Islamic groups whose calls for the 
overthrow of the regime have attracted 
thousands of young Uzbeks denied free reli- 
gious or political expression. 

Mr Karimov is also thinking about liber- 
alising the flagging economy. He has prom- 
ised to extend privatisation, promote small 
businesses and, by the end of this year, win 
the approval of the imr by freeing the Uzbek 
currency, the som, which trades on the black 
market at six times its official rate. Such re- 
forms would no doubt encourage foreign in- 
vestment. The drawback, for Mr Karimov, is 
the possibility of social unrest if the reforms 
led to unemployment and lower living stan- 
dards, however temporary. 

Mr Karimov, a former communist, has 
shown no great love for market economics. 
His narrowing political options have en- 
couraged Russia in its efforts to lure Uzbeki- 
stan back into its fold. Uzbekistan’s determi- 
nation to wield its power in the region have 
led to a series of disagreements with Russia, 
most spectacularly in 1998 in Tajikistan, 
where Uzbekistan was accused of support- 
ing a failed coup against the Russian-backed 
government. But if Islamic militants threat- 
ened Uzbekistan, Russia would at least be on 
hand to help. When Vladimir Putin visited 
Tashkent, shortly before he became Russia’s 
caretaker president, he spoke of a “strategic 
partnership” with Uzbekistan. 
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Mein Herr of Kirgizstan 


BISHKEK 


ENTRAL ASIA used to have many 

thousands of ethnic Germans. In the 
second world war, Stalin decided that 
Russia’s Germans were disloyal, even 
though they had lived by the Volga for 200 
years, and had them transported to Kaz- 
akhstan and Kirgizstan. In recent years, 
the survivors and their descendants have 
moved in large numbers to Germany. Yet 
there is in Bishkek, the Kirgiz capital, a 
place that is forever Germany, the brew- 
ery and restaurant of Alexander Stein- 
bach, an ethnic German whostayed. 

Two years ago, Mr Steinbach felt there 
was a market in Kirgizstan for good beer, 
not only among the remaining Germans 
but among the Kirgiz. Russian beer was 
popular in Soviet times. But after the 
break-up of the Soviet Union, Kirgiz beers 
declined in quality. Good hops could no 
longer be obtained from the Ukraine. 
Western producers of bottled beer picked 
up the slack, but at prices most people 
could not afford. 

Surely, Mr Steinbach reasoned, Ger- 
man beer would be superior. Mr Stein- 
bach, a teacher, is a self-taught brewer. 
With a loan from a German institution, he 
acquired the equipment, imported hops 
and barley, and opened up shop in Au- 
gust 1997. His brewery can produce 2,000 
litres of beer a day. It comes in four kinds, 
all made strictly in accordance with Ger- 
man purity regulations dating from 1513. 
And it is cheaper than imported beer. 





The Kirgiz love it, especially when ac- 
companied by a German sausage. Aftera | 
couple of steins it is not difficult toimagine 
that the hills of Kirgizstan are alive to the 
sound of the Bierkeller. Naturally, the 
Steinbrau restaurant is the place of choice 
for receptions by the German embassy. 
Expats consider it a second home. | 

The really big breakthrough came six 
months after Mr Steinbach opened, when 
the then German president, Roman Her- 
zog, called in, along with Kirgizstan’s Pres- 
ident Askar Akaev. The visit made the 
brewery famous throughout the country. 
Steinbrau beer is now also sold in 40 res- 
taurants in Kirgizstan. Would Mr Stein- 
bach ever move to Germany? What a | 
question. Bishkek is so much more inter- 
esting, he says. 











South Korea 


Back with a boom, on to the polls 


SEOUL 


Despite economic recovery, South Koreans are unhappy with their politics 


O years ago, when South Korea was 
nearly bankrupt and had to be bailed 
out by the mr, the snazzy Lotte department 
store in central Seoul was deserted. Today it 
is again filled with shoppers, some of them 
prepared to splash out $50,000 for a watch. 
After shrinking by 5.8% in 1998, the economy 
has recovered rapidly (see chart on next 
page), but in a nearby metro station some of 
the recently unemployed and homeless 
shiver away another wintry night. They are a 
visible sign that not all is well. 

There is a widening gap between the rich 
and the poor: the income of the richest 10% of 
urban households was 8.5 times that of the 
poorest 10% in the third quarter of last year, 
up from 6.9 times two years ago, according to 
official statistics. 


With an election to the National Assem- 
bly due on April 13th, signs of growing in- 
equality are not what President Kim Dae 
Jung wants. He was elected as a reforming 
leader, but the speed of the country’s econ- 
omic recovery has led to talk of “reform fa- 
tigue”. South Korea’s financial and corporate 
problems are far from over, though. Banks 
are still nursing huge non-performing loans. 
The total debts of the giant Daewoo group 
alone amount to nearly 100 trillion won ($87 
billion). 

Despite boosting the pay of civil servants 
and helping the less-well-off with income- 
tax cuts and handouts, Mr Kim's govern- 
ment is struggling to regain the popularity it 
once had. The discontent, say the president's 
men, arises partly from a misunderstanding 
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about the nature of re- 
form—which will take time 
to bear fruit—and a failure 
to realise that resistance to 
change by vested interests 
has been stronger than ex- 
pected. On top of that, the 
opposition Grand National 
Party refuses to co-operate. 
That is because the presi- 
dent’s reforms are far too 
superficial, says the Grand 
National Party's leader, Lee 
Hoi Chang. 






Korean GDP 
% change on year earlier 


todo so. 

Kim Jong Pil, the prime 
minister, has now resigned 
in order to lead the uLD in 
the election. Under the 
terms of the coalition, the 
prime minister is allowed 
to pick his replacement. He 
has chosen Park Tae Joon, 
the founder of the enor- 
mous Pohang Iron & Steel, 
the world’s biggest steel 
maker. The purpose of all 
this manoeuvring is seen as 








As politicians become 
increasingly preoccupied with the elections, 
new battle lines are being drawn. Hoping to 
broaden his political base from the Cholla 
region in the south-west of the country, Mr 
Kim relaunched his political party in No- 
vember. It will be called the New Millenni- 
um Democratic Party once it holds its inau- 
gural convention on January 20th. Mr Kim 
had hoped to merge the new party with the 
United Liberal Democrats (ULD), the junior 
partner in his ruling coalition, but has failed 


"an attempt to shift the uLp 
towards the right of politics, just as the presi- 
dent’s party turns to the left. 

That makes the future of the coalition 
much more problematic for President Kim. 
The two coalition partners are already at 
odds on several issues, including the presi- 
dent's plans to revise draconian national-se- 
curity laws which most South Koreans de- 
test. Mr Kim also wants Koreans to be able to 
cast two separate votes (one for a candidate 
and the other for a party). Under this system, 
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some seats would be distributed proportion- 
ally according to the number of votes won 
by each party. It would probably help Mr 
Kim’s new party win seats in the Kyongsang 
region, the opposition’s political stronghold. 
Not surprisingly, the opposition is against it. 
Unless an agreement is reached soon, the 
election will have to be conducted under the 
present single-vote system. 

The president's best hope is that his new 
party can win a majority in the National As- 
sembly by recruiting some more reform- 
minded candidates, who would appeal to 
voters. But decent Koreans do not seem to 
want togo into politics, which is increasingly 
seen as a dirty business, admits a presiden- 
tial aide. 

Koreans are certainly showing their dis- 
dain. On January 12th, several hundred rep- 
resentatives of South Korean civic groups 
staged a demonstration in Seoul tocall for re- 
form. The group has named more than 100 
current and former legislators who they 
claim are guilty of various wrongdoings. It 
threatens to release more names later. 

Í a 








How the Americans 


OKINAWA 


S a conference centre, Nago may never 
be as famous as some of the world’s 
bigger resorts. But you have to give the 
place credit for trying. The little coastal 
town in northern Okinawa isquickly shed- 
ding its somewhat rundown look. It is get- 
ting a fresh coat of paint, parks are being 
weeded and replanted, and hotels and 
buses are all being spruced up to be 
ready for an expected 26,000 visi- 
tors. A swanky conference hall, 
called Bankoku Shinryokan (Bridge 
Over the World), is being built on 
nearby Busena Cape, next to a big 
holiday hotel. And there iseven talk 
of Nago getting its own internation- 
al airport. 

Nago is being bribed by the gov- 
ernment in Tokyo to accept an 
American helicopter base on its 
doorstep. Followers of the misfor- 
tunes of Okinawa may remember 
that it is the home of an American 
helicopter base at Ginowan, in the 
centre of the island. Four years ago, 
three American servicemen raped a Japa- 
nese schoolgirl there. To soothe the result- 
ing anti-American feeling, Bill Clinton of- 
fered to hand the heliport back to the 
community within seven years—provided 
anew home could be found for America’s 
helicopters elsewhere in Japan. 

But not one of Japan’s other 47 prefec- 
tures wants a noisy base and its rowdy ma- 

a So it was back to Okinawa itself, this 





got their base 


time to Nago. Unfortunately for the bu- 
reaucrats who made the decision, how- 
ever, Nago has a formidable mayor, Tateo 
Kishimoto, who has managed to obtain for 
his town an enviable range of goodies. All 
the new paint and other glitter is to make 
Nago fit for the summit in July of the lead- 
ers of the Group of Seven (G7) countries 
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Nago, before the typhoon—and the G7 


plus Russia, together with their vast retinue 
of hangers-on. 

Mr Kishimoto has continued to 
squeeze the central government for hand- 
outs to buy yet more well-paid construc- 
tion jobs for his hard-pressed community, 
one of the poorest in Japan. In return, the 
mayor has done his bit for Japan and 
America. On December 27th, he whipped 
the local assembly into line and delivered a 


majority vote to accept the base. Mightily 
relieved, the government promptly ap- 
proved a ¥100 billion ($945m) investment 
plan for Nago. Mr Kishimoto will shortly 
resign as mayor, then put himself up for re- 
election. He reckons this is the best way to 
outwit his opponents, whodo not want the 
base at any price. The betting is that he will 
probably win. 

But the Tokyo government's problems 
are not yet over. Along with Okinawa’s 
governor, Keiichi Inamine, Mr Kishimotois 
insisting that the lease on the heli- 
copter base—to be built in Nago 
next to an existing Marine Corps 
camp—should be granted to the 
United States for no more than 15 
years. That is anathema to the 
Americans, who fear that any talk 
of time limits at Nago could trigger 
demands for similar deadlines at 
the Misawa and Yokota air bases 
and the Yokosuka naval station in 
mainland Japan. Shintaro Ishihara, 
a popular nationalist elected gov- 
ernor of Tokyo last April, made the 
return of Yokota one of his cam- 
paign pledges. 

Meanwhile, the government is 
bracing itself for complaints from the sum- 
miteers, who will arrive in Okinawa in the 
middle of the typhoon season, with the 
possibility that all the telephone lines will 
come down and other communications 
will be disrupted. The hotel where the 
grandees will stay has recently suffered a 
salmonella scare. “Why pick Nago?” the 
masters of the universe may ask. Well, you 
see, it was like this ... 
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AIRPORT HOTEL 333 Chert Wudthakas Road, Bangkok 10210 Tel: (02) $56-1020-1 Fax: (02) 566-1941 Visit our Web site: hip: /,/www.amari.com 


A Plan for Reconciliation 
International Competition 


The Richard C.Welden Foundation invites proposals for Reconciliation between Christian Orthodox Churches and 
the Vatican in the New Millennium. 


In 1054 a split in the Christian Church divided the Christians into Roman Catholics and Eastern Orthodox. The effects 
of this schism are still felt in Europe not least because of the need for integration of the Eastern and, especially, 
Balkan countries into the European Union. 


Economic and political integration will be smoother if the spiritual pillar of society evolves in line with the new 
realities. A Reconciliation may give the peoples of the Balkans the sense of belonging to the European family that 
other former Communist countries, like Hungary, Poland and the Czech Republic have. 


It took 50 years to end the Cold War but it is 1000 years since the feud between the Eastern and Western Churches 
began. What will it take to end it? 


The prize: $10,000 First Prize, $5,000 Second Prize 


Deadline: November 30th 2000 
| The Foundation reserves the right to reject any entry for any purpose whatsoever. 


Forward all entries to: Trustees 
The Richard C. Welden Foundation 
30 Rockefeller Plaza, Suite 4340, New York, NY 10112, USA 
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The great American jobs 
machine 


With job growth booming, unemployment at record lows and inflation still 
tame, America’s labour market is a spectacular puzzle 


F ALL the striking characteristics of the 

1990s boom, the labour market is per- 
haps the most remarkable. Almost 22m new 
jobs have been created during the 1990s (the 
equivalent, in today’s labour force, of one 
new job for every six people). Unemploy- 
ment is now at 4.1%, the lowest rate for 30 
years. It has been below 5% since mid-1997. A 
broader gauge—favoured by Alan Green- 
span, the chairman of the Federal Re- 
serve—of the pool of available workers has 
also fallen to its lowest level in this expan- 
sion. Yet, in stark contrast to other modern 
expansions, there are scant signs of serious 
wage or price pressure. Average wages rose 
3.6% in 1999, more slowly than the average 
rise of 4.2% in 1998. What is going on? 

The honest answer is that nobody 
knows. America’s job market is puzzling la- 
bour economists just as much as the recent 
productivity acceleration is puzzling pro- 
ductivity experts. Nonetheless, a few trends 
are clear. 

The firstis that labour supply has proved 
more expandable than anyone expected. At- 
tracted by the abundance of jobs (or forced 
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by economic necessity), ever more Ameri- 
cans are working. The long-term trend to- 
wards earlier retirement has stalled. The pro- 
portion of women in the labour force, which 
shot up in the 1970s and 1980s, has continued 
torise. Itis now 61%, compared with 57% a de- 
cade ago. Welfare reform has played a role. 
Two-thirds of unmarried mothers with a 
child under three are now in the la- 


The second, and more puzzling, trend is 
the apparent shift in the relationship be- 
tween unemployment and inflation. In re- 
cent decades, there wasa clear link.Once un- 
employment fell below a certain threshold 
(known, inelegantly, as the non-accelerating 
inflation rate of unemployment, or NAIRU, 
and traditionally estimated to be between 
about 5.5% and 6%) inflation began to accel- 
erate. No longer. In recent years, most fore- 
casting models based on traditional esti- 
mates of the narru have consistently 
over-predicted inflation, leading some peo- 
ple to dismiss the whole concept of the 
NAIRU and the inflation/unemployment re- 
lationshipon which itis based. Steve Forbes, 
a flailing Republican presidential candidate 
calls ita “bogus theory”. 

That is a mistake, for it confuses a chang- 
ing relationship with the breakdown of a re- 
lationship. Unless the laws of supply and de- 
mand have been repealed, it is hard to 
believe that there is no point at which ever- 
lower unemployment rates produce wage 
pressure. The change has been in the dy- 
namics of when, and perhaps how, this 
takes place. 

One important cause of the recent quies- 
cence of wage pressure may be that prices in 
general are being held down for other rea- 
sons. Until mid-1998, lower unemployment 
was, in fact, triggering higher wages. Only 
since then has there been the surprising de- 
celeration in wage growth. That may be be- 
cause the strong dollar and low commodity 
prices helped keep inflation remarkably low 
in 1998. With surprisingly low inflation, the 
argument goes, workers were content with 
low nominal wage increases. Since inflation 
rose, albeit modestly, in 1999, this thesis will 
soon be tested. 

A second possibility is that traditional 
Statistical measures of wages are no longer 
capturing workers’ earnings very well. The 








bour force, compared with just over 
half in 1995. 

Though it is hard to measure, il- | 
legal immigration has also boosted 
America’s workforce. Official esti- 
mates from the Census Bureau sug- 
gest there are around 5m illegal im- 
migrants in the United States, but | 
many economists reckon the real | 
figure is likely to be substantially 
higher. These improvements in la- 
boursupply—in addition tothenat- | 
ural expansion that comes from 
population growth—are one reason 
this job-laden boom has been able 
to continue. Less obvious, however, 
is how long they can goon. 
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increased use of bonuses and stock options 
makes it harder to gauge exactly what people 
are earning. A related theory is that compen- 
sation is rising stealthily. If a firm redefines a 
secretary's job as that of an administrative 
assistant and simultaneously gives the em- 
ployee a pay increase, this shift would not 
show up in most earnings statistics. 

The other likely explanation is that the 
level of the narru has actually fallen. Most 
economists suspect this, but it has been hard 
to pinpoint why or by how much. Depend- 
ing on exactly how you construct the equa- 
tions to calculate it, estimates of the NAIRU 
vary widely. A study of hundreds of differ- 
ent equations in 1997 found it typically could 
be anywhere from about 5.1% to 7.7%. With a 
range that wide, it is hard to gauge when the 
NAIRU is falling. 

Nonetheless, some fall is almost certain, 
if only because of demographics. Older peo- 
ple have lower unemployment rates than 
younger ones. In the 1970s, when large num- 
bers of young people and women entered 
the workforce, the narru rose. In the 1990s, 
as the workforce has aged, it has fallen. 

Other intriguing—and more controver- 
sial—explanations have also been put for- 
ward. Lawrence Katz of Harvard University 
and Alan Krueger of Princeton have suggest- 
ed that rising incarceration rates may have 
reduced the narru by 0.1-0.2 percentage 
points. The equivalent of 2% of the male la- 
bour force is in prison. Since these men are 
more likely to be unemployed than the typ- 
ical worker, they reduce the structural un- 
employment rate by being in prison and out 
of the workforce. 

Increasing labour-market efficiency is 
another plausible reason for a lower NAIRU. 
The 1990s have seen an explosion in tempo- 
rary employment agencies, such as Man- 
power Services. Over 10% of new jobs in the 
1990s have been filled by these agencies: 
their services give both employers and em- 
ployees more flexibility and make it easier to 
fill jobs quickly. Messrs Katz and Krueger 
reckon that the rise of temporary workers 
could have shaved up to 0.4 percentage 
points off the NAIRU. 

Changes in the composition and struc- 
ture of the workforce are not the only cata- 
lysts for altering the relationship between 
unemployment and inflation. Another pos- 
sibility, frequently cited by Mr Greenspan, is 
worker insecurity. At a time of rapid techno- 
logical change, workers might place a higher 
premium on keeping whatever job (at what- 
ever pay) they have. Thus, even at low unem- 
ployment rates, wage pressure might be 
muted. Certainly surveys show that people 
are more concemed about being laid off now 
than they were in 1989, at the peak of the pre- 
vious expansion. Nonetheless, it is hard to 
square serious worker insecurity with other 
surveys that suggest consumer confidence is 
buoyant and people reckon it is easier than 
ever togeta job. 
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Regardless of cause, it is clear that the 
simplistic adoption of a constant NAIRU 
framework is currently a weak tool for for- 
mulating policy. Only in the months and 
years ahead will it become clear whether the 
NAIRU’S apparent fall during the 1990s has 
been caused by temporary inflation-damp- 
ening factors or lasting structural changes. 
And only when prices accelerate will it be- 
come clear that unemployment has fallen to 
an unsustainably low point. There is un- 
doubtedly a limit to what America’s labour 
market can do. But as with the other charac- 
teristics of this expansion, policymakers 
have a hard task deciding when that limitis. 

La 


The Republican race 


Who would 
govern better? 


WASHINGTON, DC 


66470U don't understand the role of the 

president of the United States.” Thus 
John McCain, the Republican front-runner 
in New Hampshire, to George W. Bush, the 
favourite nationwide. The charge is the sort 
of rhetorical exaggeration that comes from 
campaigning. But it is instructive all the 
same. Beyond the contrasts of temperament, 
and gender preference (women prefer Mr 
Bush by 17 percentage points; men prefer Mr 
McCain by 14 points), the campaign has 
thrown up fundamental differences not just 
over policy, but over how the two men make 
policy,and how they might therefore govern 
as president. 

These differences have been dramatised 
by their tax plans. This week, Mr McCain un- 
veiled a cut that is surprisingly modest by 
Republican standards: $240 billion over five 
years, half Mr Bush's promised $483 billion 





The scourge of the Senate, | presume 


reduction over the same period. Moreover, 
as befits a crusader against special interests, 
Mr McCain's cut would be partly financed 
by closing $150 billion in corporate tax 
breaks. The difference between this ap- 
proach and Mr Bush’s has reopened an old 
division in Republican ranks between tax- 
slashing supply-siders and what used to be 
called “green-eyeshade Republicans”—fis- 
cal conservatives concerned about balanc- 
ing the budget. At a time when tax cuts are 
losing some of their appeal, Mr McCain 
seems to be trying to reverse 20 years of sup- 
ply-side dominance in his party. 

Policies, of course, change all the time. 
For a president, it is just as important to 
know how people make policy. The tax de- 
bate has revealed something about this too— 
partly inadvertently. The weeks of cam- 
paigning have shown Mr McCain to be an 
improviser, relying on his instincts as much 
as on a small team of little-known advisers. 
When he first started outlining his tax pro- 
posals, he seemed not to know the details of 
the so-called “marriage penalty” or the 
earned-income tax credit. Even now, it is un- 
clear which corporate loopholes will be 
closed completely. Similarly, when he first 
released details of his health-care plan, most 
of the figures turned out to be wrong. 

Had Mr Bush stumbled in this way, he 
would have been torn apart by the press. But 
in contrast to Mr McCain, he has gathered a 
huge team of Republicans, the best and the 
brightest, and used their expertise to present 
his policies as a carefully thought-through 
agenda. Last year, in a series of speeches, he 
not only went into detail on his education, 
welfare and tax proposals but also tried to 
show how they fit together under the um- 
brella of “compassionate conservatism”. 

The difference is that between a com- 
mander-in-chief, setting the broad aims of 
policy but making up the details as he goes 
along, and a chairman of the board, using 
teams of advisers to think 
through issues in fine detail. 
One is not necessarily better 
than the other. It is acommon 
political distinction. But if car- 
ried through to the White 
House, the contrasting tenden- 
cies would produce very dif- 
ferent styles of government, 
with Mr Bush likely to favour a 
more collegiate, cabinet-domi- 
nated style, while Mr McCain 
would presumably act, in the 
words of Bob Packwood, a 
McCain supporter and former 
senator from Oregon, as “his 
own chief of staff”. 

The two differ not only on 
individual policies but also on 
their range of interests. Mr 
Bush has a traditional broad 
Republican agenda. In con- 
trast, Mr McCain seems like a 
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two-trick pony. On foreign affairs, he has 
more expertise than almost anyone else in 
the race. But in his domestic policy, all roads 
lead to campaign finance. Asked a question 
about almost any issue, he tends to reply, in 
effect: “My friends, we can’t improve our 
schools (or the army, or Social Security, or 
Medicare) unless we get special interests out 
of politics. That means changing our system 
of campaign finance.” 

The message has strong electoral appeal. 
It acts as an organising principle to explain 
hiscandidacy and has merits in its own right. 
Yet the claim that campaign-finance reform 
will transform the prospects for other policy 
changes in America seems hugely exaggerat- 
ed. The problems of the Social Security or 
Medicare systems are rooted in many things, 
notably demography; special interests play 
only asecondary role. 

Hyping up campaign reform therefore 
poses a risk for Mr McCain. If he were to be- 
come president, and the reform were shot 
down (as seems likely, on past experience), 
the organising principle of his presidency 
would be wrecked at the start. Even if it were 
passed, it would not make much difference 
to other intractable policy problems. Either 
way, a sense of disappointment would be in- 
evitable. Mr Bush's traditional broad ap- 
proach is not subject to the same risks. 

The two men are also offering different 
approaches to the vital question of dealing 
with Congress. Mr Bush is the favourite of 
the Republican establishment, backed by 
the vast majority of the party’s congressmen, 
senators and state governors; in his own 
state, he commands near-universal support, 
even among Democrats. In contrast, Mr 
McCain inspires distrust even in his own 
party. But he does command the support of 
many independents and Democrats. As 
Oscar Wilde said of Bernard Shaw, he hasn't 
an enemy in the world and none of his 
friends like him. 

This may not matter that much. Mr Pack- 
wood argues that if Mr McCain were nomi- 
nated, it would be amazing how quickly his 
colleagues would discover they were friends 
after all. Similarly, Chuck Hagel, one of his 
few Senate supporters, argues that after 17 
years there Mr McCain would be better 
equipped than most to deal with Congress. 
Atleast he knows how it works. 

All this is no doubt true, but even Mr 
McCain's supporters concede that, to build 
support there, he would have to rely heavily 
on Democrats (as he has done over cam- 
paign-finance reform). He would also be 
likely to use Mr Reagan’s tactic of appealing 
direct to voters to put pressure on Congress. 
In contrast, to judge by his record in Texas, 
Mr Bush would adopt the traditional strate- 
gy of uniting his own party first and then at- 
tracting a few centrist Democrats to plump 
out the numbers. He is by preference a deal- 
maker, and has used his skills in his home 
state to push large tax cuts and education re- 
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form through the legislature; though admit- 
tedly itis not clear how his experience in Tex- 
as (where the legislature meets for only four 
months every two years) will translate to the 
national stage. Still, at a time of prosperity, 
and ina Congress where neither party is like- 
ly to command a big majority, Mr Bush’s 
deal-making skills would seem more effec- 
tive than Mr McCain’s solitary style of lead- 
ership—unless he gets an overwhelming 
mandate for change at the polls. 

—— = 


New York’s schools 


A job nobody 
can do 


NEW YORK 


S A candidate for the Senate in Washing- 
ton, Rudolph Giuliani remains a fear- 
some bird of prey. Butas mayor of New York, 
with at most two years left in office, he is 
looking more and more like a lame duck. In 
education, organising the ousting just before 
Christmas of the schools chancellor, Rudy 
Crew, may prove to have been his last dect- 
sive act. Having supported the mayor on that 
decision, the Board of Educa- 
tion voted down his nominee 
as interim chancellor in favour 
of Harold Levy, a prominent 
Democrat. Perhaps he will get 
his candidate installed as the 
permanent replacement, but 
the odds are against it. New 
York's city politics is preparing 
to be post-Giuliani. 

What New York’s educa- 
tion policy will be in this new 
era is anybody's guess. Partly it 
will depend on who becomes 
the next schools chancellor. If it 
is Mr Levy, the policy would 
focus on extracting more mon- 
ey from City Hall, much of it to 
shore up the city’s crumbling 
classrooms. Mr Levy, a cor- 
porate lawyer at Citigroup, 
chaired a commission on 
school buildings from 1995 to 
1998 which reported wide- 
spread decay. Itisa safe bet that 
any Democratic candidate 
would want to throw more 
money at the city’s horrendous educational 
problems, even though the $11 billion school 
budget already adds up to over 50% more per 
pupil than the national average. 

Mr Giuliani reckons the new man 
should come from outside the educating 
professions, and should ideally be a former 
chief executive of a big corporation. Four 
years ago, Lou Gerstner, boss of 1pm, was ap- 
proached, to no avail. Some New Yorkers 
have glanced enviously at Paul Vallas, Chica- 
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go's schools chief. Since 1995, Mr Vallas has 
reorganised the management of his city’s 
schools along corporate lines, and test scores 
in the city have started to improve (though 
they are still below even New York's miser- 
able levels). Alas, Mr Vallas knows New 
York’s politics too well, and has ruled him- 
self out: “I'd get eaten up out there.” 

Even if he did take the job, Mr Vallas 
would have little hope of acting as decisively 
as he has in Chicago. The constraints on New 
York’s schools chancellor are so great that the 
job may be well-nigh impossible. Not for 
nothing is the city now looking for its 12th 
chancellor in 20 years, an average tenure 
well below the nationwide average for large 
urban school systems. 

Itisnotjust the all-too-familiar problems 
of urban poverty and unfamiliarity with the 
English language, or that the job may be too 
big—New York has 1,100 schools—for any in- 
dividual to run effectively. The real killer is 
the accountability structure within which a 
chancellor must operate. The mayor controls 
the city’s contribution to school budgets, but 
not the state and federal portions. Half a doz- 
en politicians appoint the seven-member 
Board of Education, which appoints—and 
fires—the chancellor. There are 32 elected 
school boards, which have primary respon- 





Bureaucracy wins, they lose 


sibility for elementary and middle schools. 
The chancellor must also contend with the 
opinions of state governor, city and state as- 
semblies, parents, the teachers’ union, and 
the school system’s own 3,700-person bu- 
reaucracy in its Brooklyn headquarters. 

This Byzantine structure—designed 100 
years ago explicitly to keep education out of 
political control—makes it hard to deliver a 
fair verdict on anyone’s conduct of educa- 
tion policy. Clearly, many of New York’s 
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schools remain dire, despite the efforts of the 
two Rudys, Crew and Giuliani. According to 
the Manhattan Institute, a research group, 
test scores in reading and maths have re- 
mained much as they were before the two 
men took over, well below the national and 
big-city averages. Morale in some schools is 
desperate. Teachers help pupils cheat in 
tests, and inflate attendance numbers, in the 
hope of getting a bigger budget. 

Mr Crew deserves some credit. He has 
standardised school tests, curbed the power 
of the 32 school boards, ended “social pro- 
motion” (by which pupils automatically 
move on tothe next grade whether they have 
reached a reasonable standard or not) and 
abolished lifetime tenure for school princi- 
pals. But he did not pursue much of Mr Giu- 
liani’s education agenda, which makes it 
hard for Hillary Clinton to make education 
an issue in the Senate fight. 

Perhaps there has been a huge missed 
opportunity. If Mr Giuliani had controlled 
education as he has the city’s police force (the 
mayor directly appoints the police commis- 
sioner), perhaps there would have been as 
much progress in the classroom as there has 
been in the fight against crime. Mr Giuliani 
has long argued for the abolition of the Board 
of Education and for education policy being 
put in the hands of the mayor—as it has 
been, notably, in Chicago. Mrs Clinton 
seems to agree, though she has camouflaged 
this rare outbreak of consensus with her usu- 
al anti-Rudy abuse. For New York’s pupils— 
more than ım of them in the public 
schools—the best hope is that the rest of the 
city’s politicians will follow the lead of their 
Senate candidates. 
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Genetically modified crops 


To plant or not 
to plant 


CHICAGO 


ANUARY should be a quiet time for mid- 
western farmers. Instead, they find them- 
selves facing one of the hardest farming 
decisions of the year: should they risk put- 
ting genetically modified (Gm) crops in the 
ground, or not? For some, the agronomics are 
easy; they believe that GM products expand 
yields and lower costs. But if American con- 
sumers were to become suddenly concerned 
about “Frankenstein foods”, as some Asians 
and Europeans already have, then, come the 
autumn, farmers may be sitting on a bounti- 
ful harvest that has lost much of its value. 
For a farmer like Darl Baumgardner, 
who grows maize (corn) and soyabeans in Il- 
linois, there is much to like about GM crops. 
Bt corn, for example, uses a gene derived 
from a soil bacterium, Bacillus thuringien- 
sis, to make the whole corn plant toxic to the 
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What if no one will eat it? 


corn-borer, a caterpillar that drills into the 
com cob and destroys the crop. Herbicide- 
resistant soyabeans are engineered to be im- 
mune toa powerful herbicide that will kill all 
other vegetation on the cropland, making it 
easier for farmers to get rid of weeds. 

All in all, it is hardly surprising that the 
percentage of American soyabean acreage 
planted withGm soyabeans grew toover 50% 
in the four years after commercial introduc- 
tion, an adoption rate nearly twice as fast as 
that for the most dominant agricultural tech- 
nology of the past, hybrid corn. Nicholas Ka- 
laitzandonakes, a professor of agribusiness 
at the University of Missouri who has done 
those calculations, also reckons that the 
benefits to farmers of Gm soyabean technol- 
ogy alone were in the order of $400m-$1 bil- 
lion in 1999. When your correspondent 
drove into the heartland two years ago, 
farmers were effusive about the potential of 
biotechnology. 

Consumers, particularly those outside 
the United States, have not been so keen on 
the idea (see page 73). There is nocredible evi- 
dence yet that Gm foods presenta health risk 
to consumers. But the European Union has 
withheld approval of some GM crop variet- 
ies until exhaustive trials are done, and 
many Europeans have decided that they 
would rather not buy those products that 
have been approved. Some large supermar- 
ket chains have refused to stock the stuff. 

The eu allows GM soyabeans, but it is in- 
creasingly looking tonon-GM suppliers, such 
as Brazil, and to alternative ingredients. As a 
result, American soyabean exports to the EU 
have plunged from 398m bushels in 1997-98 
to an estimated 221m bushels in 1999-2000 
(see chart on next page). Bob Wisner, an lowa 
State University economist, reckons this is 
the equivalent of losing a market for one out 
of every three bushels of soyabeans grown in 
lowa. 


Nor is the problem just in Europe. Both 
Japan and Korea have announced plans to 
begin labelling certain Gm commodities (un- 
processed corn and soyabeans) in the spring 
of 2001. A prominent Japanese soy-sauce 
manufacturer announced in December that 
it would use non-GM soyabeans in future. 
South of the border, Mexico's largest tortilla 
maker has announced that it will no longer 
purchase GM corn. 

American farmers find all this terribly 
frustrating. Hysteria, they say, has replaced 
science. Seed companies, such as Monsanto, 
have been ineffective in defending their new 
technology; some governments are using the 
biotechnology issue as an excuse for protec- 
tionism; environmentalists are attacking GM 
products even though some of them reduce 
the need for conventional pesticides and 
herbicides. But only one pressure group real- 
ly matters to farmers. When it comes to de- 
ciding what to plant this spring, “the con- 
sumer is king,” says Neil Harl, an agricultural 
economist at lowa State University. 

The biggest consumer of all, both literal- 
ly and figuratively, is American. So far, there 
is no evidence of a widespread backlash in 
the United States against Gm products. (Al- 
though “organic” standards in America are 
supposed to exclude Gm products, one or- 
ganic food store in Washington, pc, happily 
offers fruit and vegetables “grown without 
pesticides” which, in fact, have been geneti- 
cally modified not to need them.) 

Still, there are small signs that should give 
farmers pause. In November, a bill was intro- 
duced in Congress that would require label- 
ling for GM products. Purdue Chicken, one of 
America’s largest poultry producers, is posi- 
tioning itself not to use any Gm feed, says Mr 
Harl. A farmer with a crop six weeks in the 
ground may well fear that he will wake up 
and read that a large American fast-food 
company will no longer buy beef that has 
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been fed Gm com. “Once the crop’s in the 
ground, you know, you can’t back it up,” 
says Roger Janssen, an Illinois seed dealer: 
you are stuck with it, like it or not. 

Farmers bear the bulk of the risk as con- 
sumers sort out what they want. Food pro- 
cessors do not have to commit themselves to 
a price until the cropcomes in. A spokesman 
for Archer Daniels Midland, one of Ameri- 
ca’s largest food-processing firms, says the 
market is a “moving target”. Cargill said in a 
December letter that it will buy whatever 
American farmers grow this year, but noted 
that premiums may be paid “for identity- 
preserved grains and oilseeds |ie, any grains 
and oilseeds that have been handled sepa- 
rately from the bulk] that meet specific cus- 
tomer requirements”. With farm prices at 
historic lows, the premium paid for growing 
the right crop might mean the difference be- 
tween making money and not making mon- 
ey (or between losing a little money and los- 
inga lot). 

Mr Baumgardner says his Gm com yield- 
ed30 more bushels per acre last year than the 
non-GM corn he planted. Still, he plans to 
trim his Go com this year from 70% of his 
acreage to 30%. Tamara White, director of 
commodities for the Illinois Farm Bureau, 
travels around the state discussing the issue 
with farmers. “Each week more people are 
deciding that they're not going to risk it,” she 
says. The American Corn Growers Associa- 
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tion has predicted a 20-25% reduction in GM 
corn acreage. 

But picking the right crop to grow is only 
the beginning of the problem. “It’s one thing 
to say, ‘We want all GMo-free products.’ It’s 
another thing to deliver,” says Mr Baum- 
gardner. All crops, conventional or Gm, con- 
taminate one another. Pollen can drift a 
quarter of a mile or more; one farmer's GM 
crop can cross-pollinate his neighbour's. 
Farmers selling non-GM grains are asked to 
certify the purity of their product at the 
point of sale; they fear being held liable for 
grain contaminated in storage, in transit, or 
at other points in the supply chain. 

The only solution is testing for purity at 
every point in the supply chain, says Mr 
Harl. Even then, some level of impurity must 





WASHINGTON, DC 


HRISTY BRZONKALA was raped, she 

says, in 1994, the same year Congress 
passed the Violence Against Women Act. 
Two fellow students at the Virginia Poly- 
technic Institute invited her into their 
room and took turns in the assault. Trau- 
matised and suicidal, she did not report the 
event to the police. Instead, seven months 
later, she complained to the college, which 
suspended one of the men for a year. This 
week, she fetched up in the Supreme Court 
in a battle over states’ rights and the power 
of the federal government. 

The reason is that when the college 
then deferred the man’s punishment for a 
year, she responded by filing a federal law- 
suit under the Violence Against Women 
Act (vawa). The federal appeals court in 
the state capital, Richmond, refused to 
hear the case, and struck vawa down on 
the ground that it was an unconstitutional 
infringement on the state of Virginia's 
rights. Hence the Supreme Court appeal. 
How can a rape case possibly affect the 
powers of state and federal governments? 
The answer is that in passing the act, Con- 
gress was relying partly on its authority to 
regulate interstate commerce. This sounds 















be tolerable. Experts reckon a 5% tolerance 
for contamination is feasible; the 1% level dis- 
cussed in the Eu, or the 0.1% level under dis- 
cussion in Congress and among certain Eu- 
ropean retail groups, may be too costly. 

One possible result is that the current 
generation of GM products will be driven off 
the farm, not because they are unsafe or inef- 
fective but because the costs of segregating 
them are too high. The next generation may 
fare differently. By then, GM crops may well 
have properties (say, medical, nutritional, or 
even industrial) that will be of greater inter- 
est to consumers, and the cost of segregating 
them could be passed on in the final price. 
Until then, Mr Baumgardner and his col- 
leagues will just have to hang on. 
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Rape and states’ rights 


bizarre, but four years of congressional 
hearings produced a mountain of evi- 
dence showing that women suffer large 
economic as well as other damage from 
rape and violence. Employers’ medical 
costs were estimated to be $3 
billion- $5 billion a year. Half 
of all rape victims were 
found to have left their jobs 
(Miss Brzonkala withdrew 
from the college after it sus- 
pended the man’s punish- 
ment). On these grounds, 
Congress allowed women to 
sue for compensation in fed- 
eral court. 

It is this expansive view 
of the “commerce clause” 
(Article 1, Section 8 of the 
constitution) that is now 
coming under scrutiny. In 
the past few years, when deliberating on 
states’ rights cases, the Supreme Court has 
tended narrowly to side with the states. In 
the process, it has struck down a dozen fed- 
eral laws. Most of these have had relatively 
narrow implications. They range from a 
law barring the possession of guns near 
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Not so simple 






























schools to one on the right of patent mrg 
ers to sue states for patenti 

Miss Brzonkala’s case is different | be- 
cause it seems to raise civil-rights issues for 
the first time: that is, the federal laws ban- 
ning discrimination on the grounds of race, 
age or sex. Mostcivil-rights statutes outlaw- 
ing discrimination in employment law, ac- 
commodation and so on were enacted un- 
der Congress's commerce 
clause. Might those be sub- 
ject to revision by the Su- 
preme Court? 

The answer may well 
be yes. On the same day 
that the justices heard Miss 
Brzonkala’s case, they 
ruled that states are not 
bound by federal age-dis- 
crimination laws. By the 
usual 5-to-4 majority, the 
court found that states’ 
sovereign immunity 
means state employees 
may not sue in federal 
court on age-discrimination grounds. Both 
the majority and minority opinions 
showed that the two sides’ views on the 
broad issue are hardening. This, and the 
rape case, set the stage for what is likely to 
be an acrimonious judicial battle over civil 


rights. 
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A declaration on independents 


HIRTY years ago Kevin Phillips, then a young functionary in 

the Nixon administration, electrified the political world with 
“The Emerging Republican Majority”. Perhaps it is time for anoth- 
er Young Turk to produce a sequel: “The Emerging independent 
Majority”. 

In1966 only 1% of the electorate registered as independents. To- 
day the figure is about 15%. And the number of people who think 
of themselves as independents without bothering to register as 
such is far higher, at about a third of the electorate. 

The ranks of both sorts of independent are likely to grow re- 
lentlessly, as party affiliations continue their long decline, as new 
laws bringin new sorts of voters (the motor-voter law, for example, 
allows people to register when 
they get their driving licences), 
and, most important, as a growing 
number of Americans wear their 
political independence as a badge 
of honour. 

Ted Halstead, the. founder of 
the New America Foundation, a 
think-tank that provides a perch 
for young thinkers who do not fit 
into the traditional left/right boxes, 
points out that 44% of 18-29-year- 
olds identify themselves as inde- 
pendents, and only a quarter vote 
a straight party ticket. William 
Gardner, New Hampshire’s secre- 
tary of state, notes that eight out of 
every ten new voters in his state 
(many of them young and well- 
educated) register as indepen- 
dents. Last December, indepen- 
dents became the biggest group in 
the state's electorate. 

Nor is the growing importance 
of independents just a matter of numbers. Once, primaries were 
essentially family quarrels, as trade unionists jostled with lifestyle 
liberals for the Democratic nomination and economic conserva- 
tives jostled with religious zealots for the Republican. But during 
the 1990s several states threw open their primaries to indepen- 
dents. Since 1994, for example, all New Hampshire independents 
have to do to make their influence felt is turn up at the polling site 
and register for the party of their choice. They revert to their inde- 
pendent status as soon as they step out of the polling booth. 

Independents could continue to set the pace well after New 
Hampshire. South Carolina has both a long tradition of party- 
switching and a population of 400,000 independent-inciined ex- 
servicemen. The state does not require party registration for vot- 
ing. Michigan, which also eschews party registration, has 2m inde- 
pendent voters. But the wild card is California. In.1996 the state in- 
troduced “blanket primaries” which allow registered voters to 
vote across party lines. This, in effect, tums every voter into an in- 
dependent voter—an interesting prospect in a state that contains 
10% of the electorate. 

Who are these independents? And what influence are they 
having on American politics? During the last presidential election 
the media were briefly infatuated with “soccer moms”, the child- 
relocation experts who havelittle natural affection for either of the 
traditional parties. But a more significant group of independents is 
wired workers. In New Hampshire, the most rapidly growing 
E group of independents are highly-educated professionals (many 
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of them refugees from Massachusetts and its taxes) who work in 
the technology corridor that includes Nashua and Route 128. In 
California the highest proportion of independents live in and 
around San Francisco. 

The most obvious impact independents have made on the 
presidential election isto keep two underdogs in the race, A Zogby 
International poll conducted over the weekend of January 7th-oth 
showed John McCain leading George W. Bush among indepen- 
dents by 47.5% to 31%, and Bill Bradley leading Al Gore among inde- 
pendents by 55% to 35%.The bigger the independent turnout, the 
more likely it is that the insurgents will win. 

Or rather that one of the insurgents will win. For one of the 
many oddities of open primaries is 
that they oblige candidates to fight 
across party lines as well as within 
their own parties. Messrs McCain 
and Bradley have a common inter- 
est in getting independents razzed 
up about politics, but in the end 
they are fishing in the same waters. 
The more Mr McCain brings inde- 
pendents into the Republican prim- 
ary, the more he deprives Mr Bra- 
dley of votes in the Democratic 
primary (and vice versa). 

The bigger impact of the inde- 
pendents is to give the race its anti- 
establishment edge. The two insur- 
gents have obviously found it easi- 
est to exploit the independents’ fury 
with political corruption and appe- 
tite for personal “authenticity”. But 
even the front-runners have been 
forced to present themselves as ra- 
tional problem-solvers rather than 
fierce partisans. 

What could be better for the future of American politics than 
rational problem-solving? The trouble is that independents are a 
much bigger and more confused group than a sojourn in New 
Hampshire suggests. Many independents are almost the oppo- 
sites of the Granite State's wired workers: less educated, less politi- 
cally involved and less affluent than the average. Ruy Teixeira, the 
author of a forthcoming book on America’s forgotten majority, 
points out that the most important group of independent voters is 
the white working class, the people who regard the Republicans as 
agents of the rich but worry that the Democrats have been taken 
over by weirdos. It was this group that redefined American politics 
in the 1980s, and this group that will come to the fore during the 
general election, as ordinary people take more interest in politics. 

This means that independents find it hard to agree on any- 
thing other than the evils of Washington. In the past, they gave a 
valuable jolt to the political system by rallying behind Ross Perot’s 
campaign against the deficit. But they also gave it a nasty edge by 
rallying behind “Pitchfork” Pat Buchanan’s crusade against free 
trade and foreigners, and, more generally, by replacing loyalty to 
parties with infatuation with personalities. 

It is worrying that the natural home of independents--the Re- 
form Party—is the scene of one of the nastiest power-struggles in 
American politics. It is even more worrying that the struggle 
should involve a former wrestler and a man who thinks that 
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Ecuador on the brink 


Quo 


The decision by President Mahuad to dollarise Ecuador’s economy may have 
bought him some political time, but it carries serious economic risks 


OR a relatively small country, Ecuador 

has been grabbing more than its fair share 
of attention lately. Last year it made history 
as the first country to default on its Brady 
bonds—bonds representing debts resched- 
uled under the 1989 Brady plan. Last week, as 
the economy slid further into chaos, Presi- 
dent Jamil Mahuad declared a state of emer- 
gency. Then, under enormous pressure to re- 
sign after Ecuador's currency, the sucre, had 
tumbled by a fifth in one week, he played his 
last card. On January 9th, he announced he 
would “dollarise” the economy. Most sucres, 
he said, would be swapped for 


doreans seemed pleased not only that Mr 
Mahuad appeared to have halted the cur- 
rency’s slide, but that he had at last done 
something bold and decisive after 17 wishy- 
washy months in office. One poll suggested 
that 59% of them supported the change, and 
the president's approval rating rebounded 
from rock-bottom immediately after the de- 
cision was announced. 

Such enthusiasm, however, may be 
short-lived. There is little doubt that Mr Ma- 
huad needed to take urgent measures to 
bring the economy under control. In 1999, 


the annual inflation rate reached 60.7%; the 
sucre lost 65% of its value against the dollar; 
the economy shrank by 7.3%; and the fiscal 
deficit swelled to 4.9% of Gop. Bringing in the 
dollar will importa measure of both stability 
and credibility, and curb inflation. But the 
decision to dollarise also carries huge risks. 

Any country that abolishes its own cur- 
rency needs to have an economy that is 
strong and flexible enough to accommodate 
external shocks, since it cannot ride them out 
by printing money. Ecuador is not such a 
country. Not only is its economy frail, but its 
labour laws, harking back to the 1970s and 
1980s, ensure rigidity. It manages to collect 
only modest quantities of tax revenue. Some 
70% of its banks are now in state hands after 
nearly collapsing, and those that have not 
gone bust are fragile, their customers’ depos- 
its frozen under governmentorders last year. 
The country’s external debt, at $13.7 billion, 
almost exactly equals its Gop, and much of it 
isin default. And the economy is particularly 
vulnerable to the unpredictable world oil 
price. In short, Ecuador is ill-prepared to dol- 
larise. 

Mindful at least of the need for econ- 
omic reform to accompany dollarisation, Mr 
Mahuad was this week preparing a bill con- 
taining the most pressing reforms to send to 
Congress. These include the partial or total 
privatisation of the telecoms, electricity and 
oil industries; a loosening of the restrictions 
on where banks can raise capital; limits on 
the state guarantee for bank deposits; more 
flexible labour laws; tax increases; and 
spending cuts. 

If these changes are passed and carried 
out quickly, then confidence, foreign invest- 
ment and economic activity may stand a 
chance of recovery, and dollars may flow in. 
Butit is a big if. Mr Mahuad is hardly a model 
of decisiveness. Hours before his announce- 
ment this week, he was still debating whe- 
ther to dollarise at a rate of 20,000 sucres, or 
at 25,000—or to resign. For months, he has 
been promising, but failing to deliver, many 
of the reforms now proposed. 

On the credit side, Mr Ma- 





dollars in the central bank’s re- 
serves as fast as possible, at a 
rate of 25,000 to the dollar. The 
sucre would survive only as 
small change. || 
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huad now has unprecedented 
political support. The Social 
Christian Party and the Roldo- 
sist Party, the two main forces 
besides his own centre-right 
Popular Democracy, both 
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(which would have backed the sucre by 
guaranteed reserves of dollars), until Con- 
gress, accusing him of incompetence and 
corruption, kicked him out. 

Such a consensus is almost unheard of in 
Ecuador. But itis unlikely that all parties will 
accept all the reforms; and each may de- 
mand a price. The Roldosists, for example, 
might demand legal changes to allow the ex- 
iled Mr Bucaram to return, while the Social 
Christians last year fought against bank clo- 
sures, and could do so again. Mr Mahuad, 
whoasked his entire cabinet to resign on Jan- 
uary 9th, may well co-opt some opposition 
sympathisers to the new one. 

Even if he can summon enough support 
in Congress, Mr Mahuad will be trying to 
carry out in just months reforms that have 
taken other countries years to achieve. He 
may yet face a popular backlash. Ecuado- 
reans may like the idea of dollarisation, but 
many will find themselves worse off before 
they feel richer. Many reforms, such as the 
dismantling of labour protection and tax in- 
creases, will be painful. Trade unions and in- 
digenous groups, already angry at Mr Ma- 
huad’s rule—which, they say, has hurt the 
poor and helped the rich—-have begun what 
they promise will be a paralysing series of 
strikes and demonstrations, in defiance of 
the state of emergency. 

There are other potential traps. The gov- 
ernment had anyway planned, for example, 
to unfreeze bank deposits worth up to 
$4,000 in March. Fine, if confidence has by 
then returned, If not, there could well be a 
damaging run on the banks. 

Had Mr Mahuad been pushed out of 
office by the economic crisis, matters might 
have been even worse. That would have sup- 
plied Ecuador with its fifth president in as 
many years, and the country badly needs 
some continuity. Yet the economic overhaul 
needed to make dollarisation work would 
be hard to pull off even with a strong and 
credible president. And, for now, Mr Ma- 
huad looks like neither. 


Colombia 


A new war 


BOGOTA 


ITH great fanfare, on January uth, Bill 
Clinton announced that the United 
States would give $1.3 billion in aid toColom- 
bia’s government and army. Hours later, in 
what looked like retaliation, the country’s 
main guerrilla movement ended a three- 
week-old truce by raiding three mountain 
towns, leaving four people dead. In a coun- 
ter-attack by the army, about 20 people, 
most of them rebels, were reported killed. 
The American aid is designed chiefly to 
help the Colombians’ war against drugs, 
now the United States’ top priority in Latin 
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America.“We have acompelling national in- 
terest in reducing the flow of cocaine and 
heroin to our shores,” declared Mr Clinton 
this week, “and in promoting peace, democ- 
racy and economic growth in Colombia and 
the region.” Though the terms on which the 
aid is given have not been released, Peter Ro- 
mero, the Clinton administration’s assistant 
secretary of state for the Americas, has said 
that the centrepiece will be 
the establishment of anoth- 
er two anti-narcotics battal- 
ions, trained and equipped 
by the United States. One is 
already at work in southern 
Colombia. 

The United States gave 
Colombia some $300m of 
military aid last year, mak- 
ing it the biggest recipientof 
American aid after Israel 
and Egypt. Even so, guerrilla 
armies of the left and the 
right continue to operate in 
two-fifths of the country, and the drugs trade 
is flourishing as never before. Despite ambi- 
tious crop-eradication programmes, the 
amount of land turned over to drugs cultiva- 
tion is at a record high. And the American 
war against drugs has done nothing to stem 
the flow of cocaine, and increasingly heroin, 
into the United States. 

The new thinking is to give the army the 
might to take the war to the drugs traffickers 
at source: on the ground in Colombia. Until 
now, aid has been channelled instead to the 
Colombian police force, which is not tainted 
by the army’s reputation for brutality. But 
the police are no match for the country’sesti- 
mated 20,000 guerrillas and 5,000 right-wing 
paramilitaries, many of whom are deeply in- 
volved in the drugs trade and closely guard 
the drug fields and laboratories. 

The new anti-narcotics battalions are be- 
ing created to get round worries about hu- 
man rights. These 950-man units are being 
drawn from the cream of the Colombian 
special forces, and trained and equipped by 
American special forces. The first anti-nar- 
cotics battalion, now operational, has been 
dispatched to the southern province of Puto- 
mayo, a region under the control of the big- 
gest rebel group, the 15,000-strong Revolu- 
tionary Armed Forces of Colombia. 
Putomayois also the chief drug-growing area 
in the country. 

Another element of the dealis the supply 
of helicopters: 30 Blackhawks and 33 Hueys. 
Blackhawks have been used by Colombians 
in the past, not only as troop carriers, but also 
as helicopter gunships. The Colombians 
have an acute shortage of helicopters and air 
power, and it is hoped the new aircraft will 
help them build on the military successes 
against the rebels that the army achieved in 
the second half of last year, partly thanks to 
the use of air power. 

The other factor helping the army to re- 









verse its fortunes last year was better intelli- - 
gence. Since 1998, the Americans have hadan 
intelligence-sharing agreement with Colom- 
bia. This week, Mr Romero acknowledged. 
thata budget had been set aside for anti-nar- 
cotics intelligence. Army sources in Colom- = 
bia say this will support an American-built 
intelligence centre, primed to supply the Co- 
lombians with information from satellites 
and spy planes, at Tres Es- 
quinas in the south. This 
also happens to be where 
the American-trained anti- 
narcotics battalion is cur- 
rently stationed. 

How much will all this 
affect the chances of peace? 
“This is not a counter-in- 
surgency programme,” Ma- 
deleine Albright, the Amer- 
ican secretary of state, said 
insistently this week after 
the announcement. “This is 
a counter-narco-trafficking 
programme.” But the two are difficult to un- 
couple. The current anti-narcotics battalion 
has been trained in counter-insurgency. If 
the armed forces are to crack down on the 
thriving drugs trade, they will inevitably be 
going after the guerrillas whose livelihood 
dependson it. Which means, in tum, that the 
Americans will be increasingly dragged into 
Colombia’s civil war. 


Cuba 


Castro's coup 


HAVANA, 


CONSERVATIVES in Miami may have 

won the first round of the legal battle to 
keep the boy, but who has won the publicity 
war over Elian Gonzalez? The biggest smile 
so far surely belongs to Fidel Castro. It was 
the veteran Cuban leader who launched the 
hostilities last November, mobilising mil- 
lions of Cubans on to the streets to demand 
the return of the six-year-old boy “kid- 
napped”, he declared, by the “terrorist mafia 
of Miami”. Now he looks set to gain from the 
affair, whatever the outcome. 

On the face of it, however, this has so far 
been a victory for Mr Castro's stoutest ene- 
mies. Elian was rescued from the sea in No- 
vember after his mother and stepfather 
drowned trying to flee Cuba for Florida. His 
great-uncle in Miami then campaigned to 
keep him there, allowing Cuban-American 
leaders to turn him into a political symbol of 
the Cuban desire to escape communist op- 
pression, wrapping the boy in the Stars and 
Stripes. On January sth, the federal Immigra- 
tion and Naturalisation Service, backed by 
President Bill Clinton, said Elian ought to go 
home. But on January 10th, a state judge in 
Florida ruled that the poor boy should re- 
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main with his great-uncle in Miami. 

Viewed from the island itself, there is 
nothing more entertaining than these Yan- 
qui squabbles. Ever since Elian’s father and 
grandparents demanded the boy’s return to 
Cuba, Mr Castro has seized every opportu- 
nity to stir patriotism. Daily “Send back 
Elian!” rallies are held in Havana to whip up 
nationalist sentiment. These carefully or- 
chestrated events, to which crowds are 
bused in, are a way of ensuring that Cubans 
perform the kind of ritual act of loyalty that 
Mr Castro periodically demands. Better still 
for the Cuban leader, who is no novice when 
it comes to the tactic of divide and rule, he 
has been able to sit back and watch Wash- 
ington and Miami fight it out. 

And how. First, Elian’s Miami “suppor- 
ters” mounted street protests, blocking traf- 
fic and forming a chain round the house 
where the boy was staying. Then they per- 
suaded Dan Burton, a Republican congress- 
man well known for right-wing fervour, to 
issue a subpoena for Elian to testify before 
Congress, to stop him leaving the country. 
And then they persuaded a Miami judge to 
issue a temporary custody order in favour of 
Elian’s great-uncle, arguing that the boy 
would be subject to “unnecessary emotional 
harm” if returned to Cuba. Just as they were 
celebrating, however, it was revealed that 
the judge had business interests with a man 
helping the boy’s Miami relations to try to 
hold on to him; this she had failed to declare 
before issuing her ruling. And on January 
12th Janet Reno, the attorney-general, said 
that the Florida state court had no jurisdic- 
tion over immigration cases anyway. 





But the decision is out of his hands 


Plainly, the best news of all for Mr Castro 
would be for the Americans to send the boy 
home to Cuba. But, in the meantime, all the 
manoeuvres seem to be playing into Mr Cas- 
tro’s hands. Ricardo Alarcon, president of 
the Cuban parliament, ridiculed the idea ofa 
six-year-old swearing to tell the truth before 
Congress. “Imagine what honour, respect or 
credibility Congress will retain,” he shouted 
to a crowd in Elian’s home town of Carde- 
nas. At another rally, Hassan Perez, a student 
leader, denounced Miami’s Cuban-Ameri- 
can leaders as “vultures”, who spurned the 
“honest and just” decision not only of the 
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federal immigration authorities, “but of the 
us president himself”. Mr Castro, for his 
part, is plainly enjoying the discomfort of his 
enemies in Florida. 

Yet Cubans at large stand to be losers. 
The case cuts against what had been a grow- 
ing understanding between Cubans living 
on either side of the Florida Straits. Contact 
nad been increasing, cultures blurring. Many 
schoolchildren at the Havana rallies have 
been wearing Nike trainers, that emblem of 
Americana. “My aunt bought them over 
there,” explained one teenager, who had 
been shouting anti-Yanqui slogans. Cuba’s 
economy now relies heavily on dollars sent 
to relations on the island by Miami Cubans. 
Only this week, a flurry of American busi- 
nessmen turned up in Havana to nose about 
for opportunities in case—which is unlike- 
ly—the United States should soon decide to 
end its trade embargo on Cuba. 

Losers too are the Gonzalez family. 
Elian’s father, Juan Miguel Gonzalez, desper- 
ate to get his son back, at first said he would 
do anything, even go to Florida. American 
lawyers say that he could seek, and would 
probably automatically win, custody there. 
Butby the time he met Mr Castro in the presi- 
dent's office last month, he had mysteriously 
changed his mind about this. The Cuban 
leader wants Elian sent back uncondition- 
ally to set a diplomatic and legal precedent. 
As for Elian, who lost his mother and then 
survived two days at sea clinging to an inflat- 
ed inner tube, he now walks to school every 
day in front of dozens of television cameras: 
public property, and a political pawn. 


nil 
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Argentines ponder 


BUENOS AIRES 


HE bloated wreck of a man who re- 

turned to Argentina on January 9th 
once had a fair claim to the title of the 
world’s best footballer. Five days earlier, 
Diego Maradona had been rushed to a 
Uruguayan hospital, reportedly near 
death from a cocaine overdose. His habit 
had seen him repeatedly banned from 
playing football. Now it could destroy him. 
Doctors say he may have suffered perma- 
nent heart damage. 

Just another tale of a celebrity's fall 
from grace? Not in Argentina. For most of 
Mr Maradona’s compatriots, who have 
been gripped by this latest twist in a sad 
saga, the decline of Argentina’s greatest liv- 
ing hero changes nothing. For all the re- 
spect that his sublime footballing skills 
commanded, Mr Maradona has always 
been more than just a footballer. 

For one thing, he is an icon for the 
country’s poor, having started life in the 
grimmest slums of Buenos Aires. For an- 
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Maradona’s fall 


other, he helped to liberate Argentine pride 
ata time when, under military rule, nation- 
alism was a matter of some ambivalence. 

Moreover, most Argentines have long 
given up expecting exemplary behaviour 
from public figures, argues Silvina Walger, 
a writer who has chronicled the political 
excesses of the 1990s under ex-President 
Carlos Menem. They value leaders instead 
for their viveza: triumph by 
fair means or foul. No partic- 
ular shame is felt, for exam- 
ple, over the famous goal Mr 
Maradona scored with his 
hand, unseen by the referee, 
to put England out of the 1986 
World Cup which Argentina 
went on to win. It was “the 
hand of God” that inter- 
vened, he declared. 

Indeed, Argentine cyni- 
cism has risen during the 
past decade, and with good 








reason. Officially, for instance, there is a 
“zero tolerance” policy on drugs. Yet drug- 
taking, particularly of cocaine, is wide- 
spread among the rich and famous. Con- 
gress has for years blocked a bill designed 
to combat the laundering of drugs money; 
and there has been little official effort to get 
to the bottom of several drugs-related scan- 
dals. Given this ambiguity, itis perhaps un- 
surprising that, as recently as 1996, Mr Me- 
nem used Mr Maradona as the figurehead 
for an anti-drugs campaign. 

Successive Argentine rulers have ex- 
ploited the Maradona 
myth. Just last week, Mr 
Menem was among the 
first to try to visit him in 
hospital. Yet, now that Mr 
Menem and his Peronists 
have been voted out of 
office and replaced by the 
more sober Fernando de la 
Rua, it feels like the end of 
an era. Mr Maradona’s 
downfall, argues Ms Wal- 
ger, could be read as “a 
tragic end to the party”. 
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Israelis who say no to peace 
with Syria 


JERUSALEM 


An Israeli referendum on a peace agreement with Syria, if held now, would 


probably go against the government 


OR Ehud Barak, Israel’s prime minister, 

the plodding pace of the Syrian-Israeli 
talks is far from bad. After all, if a Golan-for- 
peace deal were wrapped up now, and he 
took it to the country in the referendum he 
has promised, he would be very likely to lose 
it, or SO says a survey by Tel Aviv University. 
Nine days of desultory negotiations in a 
small town in West Virginia ended on Janu- 
ary 10th without progress. The negotiators 
are to reconvene on January 19th, this time in 
Maryland. There too, according to both sides 
and to their indefatigable American go-be- 
tweens, no breakthrough is likely. More 
rounds are expected, stretching through the 
winter and into the spring. 

Some 150,000 anti-withdrawal activists, 
singing in the rain in Rabin Square in Tel Aviv 
on January 10th, were an impressive demon- 
stration of the prime minister’s domestic 
problem. The organisers, mostly Golan set- 
tlers, forbade speeches from any of the 30 or 
so Knesset members sitting on the dais. Their 
movement, they insist, transcends party pol- 
itics, reflecting broad public sympathy for 
the 17,000 settlers in the Golan, some of 
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whom have been there for more than 30 
years, ever since Israel captured it from Syria. 
Mr Barak purports to be unperturbed. 
The demonstrators were “decent, honour- 
able people”, he said, who were genuinely 
distressed. “But when we bring home the 
peace agreement, which will enhance our 
national security, I am sure that many in the 
square will support us.” Mr Barak is reconsti- 
tuting the team of politicians, psephologists 
and public-relations men whose deft pack- 
aging of the general-turned-statesman 
helped bring him to power in the election 
last May. “Now people are focused on the 
painful price of peace,” says Haim Ramon, a 
minister without portfolio and key cam- 
paign planner. “Once they are presented 
with the benefits, they will come round.” 
Israel's demands include extensive limits 
on Syrian forces right across the Golan pla- 
teau and much of the way to Damascus; 
monitoring and verification arrangements, 
including a continued Israeli presence in a 
ground surveillance station on top of Mount 
Hermon, which would be controlled by the 
Americans; full diplomatic relations; trade 


and tourism ties; and Syrian curbs on the 
Hizbullah resistance movement once Israel 
withdraws from south Lebanon. 

Most of this is understood to be attain- 
able, provided the two sides can agree on 
where the border should be. So far, they have 
not. Syria wants a withdrawal to the June 4th 
1967 line; Israel indicates that itis prepared to 
pull back to the international border set by 
Britain and France in 1923. The differences 
are small but significant. For instance, in 1967 
Syria was sitting on the edge of the Sea of Gal- 
ilee. The 1923 border ran a bit to the east, and 
Mr Barak has publicly pledged that he will 
not have “Syrian soldiers splashing their feet 
in [the Sea of Galilee] again.” 

But some members of Mr Barak’s Labour 
Party worry out loud that, even if the negoti- 
ations eventually go Mr Barak's way, the ref- 
erendum might not. They point to what they 
see as the impolitic coldness that Syria’s for- 
eign minister, Farouq Sharaa, radiates in the 
talks. He refuses to shake hands, even off 
camera. He never addresses Mr Barak when 
journalists are present, nor even so much as 
looks at the Israeli leader, addressing himself 
exclusively to the Americans. Mr Barak says 
these “matters of manners are of no import” 
compared with the issues of substance. Ra- 
tionally, he is right. But rational calculations 
are not the only ones that influence public 
opinion, especially in the supercharged at- 
mosphere of a first-ever referendum in a po- 
litically and ideologically divided society. 

For all their military might, most Israelis 
yearn for symbols of acceptance. Egypt’s An- 
war Sadat and Jordan’s King Hussein—and 
now Yasser Arafat—appreciated the crucial 
role of public opinion, with all its fickleness 
and sentimentality, in Israeli peace-making. 
The Syrians seem oblivious to it, and imper- 
vious to American efforts to enlighten them. 

There is also more cerebral criticism of 
Mr Barak, from within his own camp, con- 
cerning the other peace track. The Palestin- 
ians suspect that they are being shoved to 
one side while the focus is on Syria (see next 
story) and Bill Clinton will no doubt try to 
allay Mr Arafat’s fears when he meets him 
next week, But some Israelis think Mr Barak 
might do well to submit a comprehensive 
peace package, made up of accords with Syr- 
ia, Lebanon and the Palestinians, to a single 
referendum. Far from galvanising supporters 
of West Bank and Golan settlers intoa united 
opposition, this approach, its proponents 
claim, by presenting one sweeping choice, 
would unite the moderates and isolate the 
hard core of anti-peace ideologues. 

The pro-peace campaign has other trou- 
bles: the silencing of its most popular and re- 
spected spokesman. President Ezer Weiz- 
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EAST JERUSALEM 


HE Israeli-Syrian talks have pushed 

Yasser Arafat off centre-stage. His belat- 
ed decision on January 4th to accept the 
terms of what many Palestinians saw as 
another miserly Israeli withdrawal from 
the West Bank passed with barely a nod 
from Israel’s prime minister, Ehud Barak. 
And the announcement of his meeting 
with Bill Clinton on 
January 20th was 
trumped by the news 
that the Israeli-Syrian 
talks would recon- 
vene a day earlier. The 
most Mr Arafatcan ex- 
pect is the message 
| that he reportedly re- 
| ceived from America’s 
secretary of state in 
December: keep talk- 
ing to the Israelis, and 
keep the lid on trouble 
and turbulence in the 
West Bank and Gaza. 

In theory, there is 
much to talk about. 
According to last Sep- 
tember’s Wye accord, 





Palestinians on the shelf 





Don’t forget me, ever 





Israel and the Palestine Liberation Organi- 
sation (PLO) are supposed to reach a frame- 
work agreement on the “final-status” is- 
sues of Jerusalem, refugees, settlements, 
borders and water by mid-February, and a 
fully fledged peace treaty by September. In 
practice, the Palestinianscomplain that the 
gaps between the twosides are so wide that 
they are unbridgeable 
without American in- 
tervention. 

“I suppose in the 
year of the millennium 
miracles can happen,” 
said Yasser Abed 
Rabbo, the chief pio ne- 
gotiator, when he was 
asked on January 10th 
whether the February 
deadline was still feasi- 
ble. He had justemerged 
from a meeting with his 
Israeli counterpart. The 
Palestinians had pre- 
sented a document in- 
sisting that any solution 
for the 3.7m Palestinian 
refugees must be 





grounded on the principle of their right of 
return to their homes in what was once Pal- 
estine but is now Israel. The Israelis not 
only angrily rejected the document, but 
also refused to convey it to their prime 
minister. Mr Barak has long made it known 
that there are “no circumstances” in which 
refugees will be allowed to return to Israel. 
With such a chasm between the two sides, 
Mr Arafat is in urgent need of American- 
built bridges. 

He would also like a bridge to Syria. But 
relations with Hafez Assad, never warm, 
are now bitter. Syria’s president has refused 
both Palestinian and Egyptian overtures to 
hold any kind of Arab summit to prevent 
Israel from playing off one part of the peace 
process against the other. Nor were ten- 
sions eased when Syria's foreign minister 
spoke of a “just and comprehensive peace” 
in the Middle East without mentioning 
Jerusalem, refugees or Palestine. 

Rebuffed, Mr Arafat has been saying 
he will declare a Palestinian state this year, 
come what may. Some of his lieutenants 
have been muttering that the more the Pal- 
estinians are neglected, the hotter the occu- 
pied territories will become. But the threats 
have a hollow ring, not least to people in 
the territories, fed up with the minutiae of 
the peace process and the graft and auto- 
cracy of Mr Arafat's rule. 








man, two years into his second five-year 
term, is on the verge of resigning after disclo- 
sures that he received money from a foreign 
businessman while serving as a minister or 
Knesset member in the late 1980s and early 
1990S. Just a fortnight ago, in a convention- 
defying interview, Mr Weizman said he 
would campaign for peace without inhibi- 
tion, and threatened to resign if the referen- 
dum went against the government. The anti- 


withdrawal lobby demanded that he go at 
once for contravening the non-political na- 
ture of the presidency. Now friends and foes 
alike are urging him tostep down. 

His likeliest successor is Shimon Peres, 
who sits uncomfortably as a junior minister 
in Mr Barak’s government. Mr Peres personi- 
fies the peace process. But he lacks the com- 
mon touch that has made Mr Weizman 
loved far beyond the peace camp. 





Iran 


Booting out the better-known 


TEHRAN 


Reformists will have to fight the February election without some of their most 


popular candidates 


LECTIONS in Iran are relatively free and 
fair. Relatively is the word: a board,domi- 
nated by conservatives and under the con- 
trol of the Council of Guardians, spent this 
week disqualifying many well-known re- 
formers from competing in the parliament- 
ary election on February 18th—an event that 
will mark a crucial point in the long battle 
between conservatives and reformists. 
The manoeuvre will deprive the reform 
movement of influential voices in parlia- 
ment. More important, the reformers will 
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have to work hard to persuade people to get 
out and vote for the largely unknown candi- 
dates who remain on their ticket. All too 
aware of the Guardians’ plans, the Islamic 
Participation Front, President Muhammad 
Khatami’s reform faction, had signed up 
dozens of loyalists on its ticket before regis- 
tration closed last month. The party hopes 
that even if many ofits “generals” have been 
eliminated, the “infantrymen” still on the 
slate can beat the conservatives’ generals. 
This could turn out to be wishful think- 





ing. The Guardians have deliberately barred 
well-known candidates who could carry the 
reform movement to victory. Abbas Abdi, a 
social democrat who once led the revolu- 
tionary takeover of the American embassy, 
has been disqualified, as have Hamid Reza 
Jalaiepour, a newspaper publisher, and 
Ibrahim Yazdi, the leader of the Freedom 
Movement. Abdollah Nouri, who would 
have been the Islamic Participation Front’s 
candidate for speaker of parliament, is al- 
ready shut away in prison. 

Official reasons for disqualification in- 
clude lack of faith in Islam, the Islamic politi- 
cal system, or the institution of supreme cler- 
ical rule. The supervisory board screening 
candidates went so far as to send the basij, 
the Islamic militia, to interrogate the candi- 
dates’ neighbours to collect evidence. 
Among the questions asked was whether the 
candidates regularly attended Friday pray- 
ers in their local mosques. 

Conservative ideologues have divided 
society into “insiders” and “outsiders”. Out- 
siders, so far as the election is concerned, are 
the would-be candidates who have gone too 
far in demanding structural reform of the Is- 
lamic system. They have mostly been elimi- 
nated. Moderate insiders, contemporary 
Iran’s answer to a “loyal opposition”, have 
mostly been allowed to stand, giving the 
contest a veneer of freedom. 

Will the people who would have enthu- 
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health of the Islamic system. This may ap- 
pear to be a contradiction. Yet many theolo- 
cians argue that the religious establishment 
should supervise the overall process of gov- 
ernment but not become too much involved 
in day-to-day affairs. 

The label “political cleric” was a deroga- 
tory term until Ayatollah Khomeini blessed 
it with his own example of a political leader 
who was also a senior theologian. The rig- 
ours of modern-day government, and a dis- 
enchanted electorate, have forced Iran’s po- 
litical elite to rethink the implications of 
religious power. However, even if the elec- 
tion results in fewer mullahs sitting in parlia- 
ment, clerical power in Iran remains the real- 
ity. Six of the 12 men on the Council of 
Guardians are clerics, and their hand in the 
political process has, particularly this week, 
been demonstrably heavy. 


servatives and reformists agree is 
torun as few clerics on their tick- 
ets as possible. Even the mullahs’ 
long-time backers, rich mer- 
chants in the bazaar, are taking 
note of the growing public dis- 
taste for clerics in politics. The Is- 
lamic Coalition Society, an um- 
brella group, wriggles in its 
explanation of why its ticket is 
not filled with clerics: we accept 
“only the most qualified”, sug- 
gests the society’s chairman. Mr 
Rafsanjani, for instance, says the 
society, is an exceptional cleric 
with widespread popular appeal. 

Pushing the clerics out of electoral poli- 
tics and back into their secluded seminaries 
is advocated by progressive religious intel- 
lectuals as a way of ensuring the long-term 





siastically supported big-name reformers 
still come out to vote? The conservatives are 
counting on them to stay home. Expecting a 
low turnout, parliament recently lowered 
the threshold of votes a candidate must get 
inorder to win a seat. 

The conservatives, hoping to attract the 
undecided, have begun to reinvent them- 
selves as centrist politicians who support a 
measure of reform, as represented by Presi- 
dent Khatami’s policies. For instance, Ali Ak- 
bar Hashemi Rafsanjani, a former president 
whom the conservatives are casting as their 
most attractive contender and their candi- 
date for speaker, has declared his affection 
for and long-term commitment to Mr Kha- os Acontinent of troublesome neighbours, 
tami. Mohsen Razaei, once a staunch conser- Angola takes pride of place: after oil and 
vative who headed the Revolutionary diamonds, its main export is violence. The 
Guards, now tries to show how middle-of- civil war between the government and the 
the-road he is by declaring himself “closerto _ unrta rebels hasalready spiltinto three ofits 
Khatami’s allies than to others”. four neighbours: Congo, Congo-Brazzaville 

The one strategy upon which both con- and Namibia. Now Zambia, which has man- 
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Angola 


Bad neighbour, no fences 


LUANDA 


Angola’s civil war is spilling across all its borders 


aged until now to keep Angola's fighters out 
of its territory, is reported to be dispatching 
soldiers to reinforce its eastern borders. 
Relations between the two have long 
been strained. Angola accuses Zambia of al- 
lowing uNiTA to send out diamonds and 
bring in supplies through Zambian territory; 





any rate, is relatively inoffensive: the parts 
appear to be spares for short-range mis- 


Libyan funny business 








BEIRUT 


NTIL the other day, the transforma- 

tion of Libya’s ruler, Muammar Qad- 
dafi, from international pariah to elder 
statesman was running smoothly. In April 
1999, he handed over for trial two Libyans 
accused of blowing up an airliner over 
Scotland in 1988, earning the suspension of 
a seven-year-old international air embar- 
go. Instead of training terrorists or menac- 
ing his neighbours, Colonel Qaddafi 
seemed content to sit in Tripoli and churn 
out peace plans for African conflicts. 

The Italian prime minister dropped by 
to see him, Britain restored diplomatic ties 
after a 15-year hiatus, and Romano Prodi, 
the president of the European Commis- 
sion, even spoke of inviting Colonel Qad- 
dafi on an official visit. But no sooner had 
he voiced this plan than Britain’s customs 
service let it be known that last July it had 
seized an illicit shipment of missile parts, 
on their way to Libya in defiance of an 
arms embargo. 

The revelation that Colonel Qaddafi is 


still trying to acquire proscribed weapons 
will inevitably damage his quest for reha- 
bilitation. America, which maintains uni- 
lateral sanctions against companies that 
invest in Libya's oil industry, is now even 
less likely to loosen them. The European 
Union will probably put off its invitation 
for a spell. Foreign businessmen may hesi- 
tate a bit longer before succumbing to the 
allure of Libya’s oil wealth. 

Yet the discovery does 
not totally undermine the 
idea that Colonel Qaddafi 
has turned over a new leaf. 
For a start, Britain got the 
first tip-off about the 
weapons some time ago. 
Furthermore, although 
America insists that Libya 
is trying to make long- 
range missiles with chemi- 
cal warheads that could 
threaten Europe and Israel, 
the seized consignment, at 


me 





Oh, colonel, what now? 


siles that Libya acquired in the 1970s, legal- 
ly, from the Soviet Union. And even Ameri- 
can officials admit that Libya’s support for 
terrorism has more or less dried up. 

In fact, Libya’s weapons programme 
could pose more of a threat to Colonel 
Qaddafi himself than to his neighbours. 
Some analysts believe that disgruntled 
members of the regime are attempting to 
scupper his rapprochement with the West. 
Moreover, Libya’s emergence from isola- 
tion has generated unrealistic expectations 
of economic growth and 
international respect- 
ability among its citizens, 
who long to shed their 
reputation as bogeys. 
Any damage Colonel 
Qaddafi does to that 
cause will hugely frus- 
trate most of his country- 
men. For now, they will 
have to put up witha few 
awkward questions 
from the world’s cus- 
toms inspectors. 








THE ECONOMIST JANUARY 15TH 2000 


49 


xa 


Mia, 


i ia aaa Me EENS T T el al 


"re 


Te 


As 





v > -eF 
PEI I ae ee 


INTERNATIONAL 


Zambia, denying these allegations, has chal- 
lenged Angola to provide proof. None has 
been produced. But this did not deter the 
Angolan government from detonating a 
dozen or so bombs in Lusaka, Zambia's 
sleepy capital, in February 1999, damaging 
water and electricity supplies. 

This attempt to dissuade Zambia from 
helping unrta backfired, literally. The only 
human casualty from the bombs was a secu- 
rity guard in the Angolan embassy in Lusaka, 
where one device exploded as it was being 
made. But unsurprisingly, when the Ango- 
lan government asked Zambia last year 
whether it might be allowed to launch at- 
tacks on rebel forces in Angola from across 
the border, Zambia refused. 

Its refusal has handicapped the offen- 
sive that the Angolan army embarked on last 
September. The army has managed to oust 
the rebels from some entrenched positions 
in remote parts of the country by attacking 
them from Congolese territory. Since De- 
cember, when Namibia gave in and allowed 
Angolan troops to use its air bases, UNITA 
has also been pushed out of Jamba, its for- 
mer headquarters in the far south-east. The 
Angolan government now believes that it 
has driven the bulk of unrta’s forces into the 
vast, inaccessible forests of eastern Moxico, 
where itis itching to get at them. But the only 
effective way todo that is from Zambia. 

The Zambian government is playing 
down reports that it is pre-emptively de- 
fending itself against an incursion by Ango- 
lan troops. However, Zambian officials are 
also making it clear that they definitely do 
not want Angola’s vicious conflict spilling 
over into their peaceful country. 

Should the Zambians ever feel con- 
strained to bend to Angolan bullying, they 
could strengthen their resolve by looking at 
what has happened to Namibia. Although 
Namibia is one of Angola’s closest allies, it 
was not until last month (after an election 
had been safely won by the incumbent gov- 
ernment) that Namibia agreed to allow An- 
golan troops to attack Jamba from its land. A 
few short weeks later Namibia has been 
sucked deep into the Angolan fighting. Na- 


mibian policemen and civilians have been 
killed by mortars fired across the border. 
Some 8,000 Angolan refugees have crossed 
into Namibia, fleeing the new violence. 
Then, on January 3rd, three French 
youngsters, on safari holiday with their par- 
ents, were killed in an ambush near the An- 
golan border. The general beliefis that uNITA 
was responsible for the ambush. This is 





The oligarchy at play 


Tracking Angola’s oil money 


LUANDA 


HE Angolan government earns 

around $3.5 billion a year from its oil, a 
figure that is expected te increase substan- 
tially over the next decade as new offshore 
oilfields come into production. However, 
according to a recent report, “A Crude 
Awakening”, by a small British pressure 
group, Global Witness. these revenues 
contribute more to the destruction of An- 
gola than toits development. 

The government has long rejected re- 
quests from the ımr to let it see accounts 
explaining where the money goes. This, 
says the report, is because the bulk of the 
money bypasses the budget, disappearing 
straight into the hands of the presidency. 
Angolans, who have long suspected 
something of the kind, call the nexus of the 
presidency, the Central Bank and Sonan- 
gol, the state oil company, the Bermuda 
Triangle: the place where money vanishes 
without trace. 

Precisely what happens to Angola’s 
money thereafter is a closely guarded se- 
cret. In the absence of facts, itis speculated 
that most of the money goes either to buy 
new weapons to fuel the devastating, 
never-ending war against the UNITA re- 
bels, or to finance the lifestyles of the su- 
per-rich (called the “oiligarchy” by Global 
Witness) with whom the president has 
surrounded himself. This lucky bunch is 
alleged to arrange arms purchases with 
greater regard for the size of the backhan- 
ders than for the value of the weapons. 

When the cash runs out, the powers- 





deeply worrying for Namibia, which de- 
pends on tourists enjoying its beauty and 
tranquillity. Now embassies in Windhoek, 
the capital, are urging their nationals to steer 
clear of the northern part of the country. Na- 
mibian officials must rue the day when they 
were taken in by the smooth talk of their pro- 
blematic northern neighbour. 


— ———— 


that-be take out short-term, high-interest 
loans, guaranteed against future oil pro- 
duction. Thus, the entire profits from An- 
gola’s oil production for the next three 
years are said to have already been spent. 
Global Witness calls on the oil companies 
and the commercial banks that deal with 
Angola to use their leverage to demand 
greater accountability and openness in 
the use of the country’s money. 

The report has elicited a ferocious re- 
sponse from the government. The presi- 
dent’s spokesman has threatened to start 
civil and criminal proceedings against 
Global Witness, and anyone who publi- 
cises its report inside or outside Angola. 
The state censor has terrified Angola’s in- 
dependent media into silence, but the 
state newspaper, and state radio and tele- 
vision, have rebutted the report point by 
point, calling it all a “sordid and Machia- 
vellian” plot paid for by unrra. 

Yet, a year ago, the government had 
nothing but praise for Global Witness. The 
pressure group has chosen Angola asa test 
case in a wider campaign to force multi- 
nationals to ensure that their profits do 
not go to finance wars, and its first report 
on Angola was on the diamond trade. By 
documenting the role that the diamond 
industry has played in paying for uNrTa’s 
side of the war, it helped to make it harder 
for the rebels to sell their gems. The Ango- 
lan authorities were delighted with this 
report, publicising it as proof of the per- 
fidy of both unrra and big business. 
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moment, his support is strong 


IS.aims are fuzzy, his methods mysteri- 
A ous. But the outlines of Mr Putin’s pres- 
dency are becoming a little clearer—and be- 
oo traying an eerie hankering for the stern 
“glories of the Soviet era. “Our country was a 
> great powerful strong state and this is not 
possible if we do not have strong armed 
forces,” he said.on January uth. A decree last 
week announced that Russia’s security and 
intelligence services should be strengthened. 
Foreigners (and Russians) inclined to think 
that the Soviet Union was an evil empire and 
that the KGp’s successor agencies remain 
bloated and unaccountable find this rather 
alarming. 

But the talk has not, so far, been matched 
by deeds. The Duma, with Mr Putin’s ap- 
proval, looks set at last to ratify the Start-2 
treaty with America to limit long-range mis- 
siles. Mr Putin has concentrated on distanc- 
ing himself from the most unpopular as- 
“pects of the previous presidency. Boris 
Yeltsin's daughter (and chief adviser) is out. 

So is Pavel Borodin, the man who ran the 
Kremlin's huge property empire. The influ- 
ence of Boris Berezovsky, a tycoon close to 

Mr Yeltsin’s family, seems to have been cut; 

his chief protégé in the government, Nikolai 
‘i Aksyonenko, has been demoted. 

°° MrPutin has appointed and promoted a 

different crew. The tough-minded finance 

minister, Mikhail Kasyanov, is now in effect 
Ins deputy. Leading reform figures from the 
| past, such as Anatoly Chubais (now an elec- 
== tricity magnate), Yegor Gaidar and Sergei Ki- 
© tiyenko (both former prime ministers), are 
© said to be advising Mr Putin 
 oneconomics. | 
i An admirable start? It l 
has certainly delighted the |: 
stockmarket (see chart) be. 

But, on their own, these E 
changes are cosmetic. Oth- = 

er Kremlin insiders, includ- R 
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ing those linked to Mr 
Berezovsky, remain firmly 
in-place. And for all Mr Ka- 
“c-syanov's gritty talent, his 
- tole in renegotiating (and 
_-reneging on) Russia’s for- 
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A wok economy and a war that may be going wrong mean that Russia’s 
acting president, Vladimir Putin, has a tough two months ahead. Yet, for the 


The Putin effect 
August gth 73937100 00. 


-stockmarket fs 
index ($) 7 


eign debts has left many western investors 
feeling bruised and cheated. For now, Rus- 
sia is run by much the same old gang. 

Mr Putin may just be biding his 
time until his election as full president; 
the poll isdue on March 26th. Afterwards, 
if he wins and if he wants, he should be able 
to clean house more vigorously. Until then, 
he must maintain the uneasy coalition of in- 
terests that backs him: the security services, 
the armed forces, some oligarchs 


(as Mr Berezovsky and those like "yg 


him are termed) and the Yeltsin 
family friends. 

But polling day still seems a 
long way off. The war in Chech- 
nya (see next article) may be going adrift, 
and sois the economy. The biggest sign of 
trouble is the exchange rate. Russia’s money 
supply increased by about 15% in the last two 
months of 1999, partly to finance a pre-elec- 
tion splurge and partly to buy dollars for for- 
eign debt repayments. Predictably, the rou- 
ble has dipped, by nearly 7% against the 
dollar, in the past month. Mr Putin’s first re- 
sponse was to order exporters to turn all their 
hard-currency receipts into roubles. 

This brought immediate criticism from 
the mmr. Such controls have worked poorly 
in Russia in the past. At present, the country 
has a trade surplus of $2.5 billion a month, 
and exporters are already supposed to repa- 
triate 75% of their earnings. But, as the much 
smaller increase in central-bank reserves 
shows, almost all the money flows out of 
Russia again. That reflects a fundamental 
lack of confidence among 
the people who know the 
country best—the Russians 
themselves—caused by en- 
demic lawlessness. Wit- 
ness, on January 10th, the 
assassination of Ilya Weiss- 
man, the Russian finance 
director of one of the few 
really successful foreign in- 
vestments in Russia, the 
Nordic-owned Baltika 
brewery in St Petersburg. 

The government has 













RTS | 


> finance populist pledges such as a 20% 






























now backed away from the hard-curre 
into-roubles proposal, The episode s! 


that Mr Putin’s firmness of touch, and th 


economic advice he receives, are not quite so. 
splendid as the eestatic stockbrokers of Mos- 
cow believe: And the problem remains: fi 

ing $3 billion for further foreign debt: pay 
ments in the coming quarter, and mone 


crease in pensions, will be horribly: hard, e 
pecially when the war in: Chechnya is 
ready costing billions of dollars too. 
The squeeze on the rouble come: 
the benefits to the Russian economy « 
huge devaluation in 1998, which mad 
ports plunge and pepped up local prc 
tion, are wearing off. Food imports in. 
cember, for example, were up 48%compa 
with December 1998. That suggests that th 
revival of local food producers, a muc 
touted sign of returning economic. healt 
was a blip. If the oil price falls too, Russia 
could again be facing the financial abyss. 
The obvious way cut is, as so often 
fore, help from abroad. The European Bank 
for Reconstruction and ave said. 
on January 12th that it was planning tolend 
Russia up to $750m this year. The IMF 
World Bank could lend billions more~ 
only if the war in Chechnya ends. And th: 
looks ever less likely to happen soon. 
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MOSCOW 


LTHOUGH the official propaganda 

boomingout from Moscow still main- 
tains that everything is going to plan, all the 
signs are that Russia’s soldiers in Chechnya 
are in trouble. Russia has a huge numerical 
advantage, but most of its troops are badly 
led and badly trained. Blowing buildings to 
pieces at long range is one thing; keeping 
control of territory captured in the face of 
determined guerrilla counter-attacks is 
proving quite another. 

There are three main fronts. In the capi- 
tal, Grozny, several parts of the city (or 
what is left of it) still remain under Che- 
chen control. Though the Russians have 
been claiming for a week that the rebels are 
running out of ammunition and food, 
there is little sign of that yet. Russian sol- 
diers say that, when they actually venture 
| into the city, Chechens emerge from bun- 
| kersand shoot at them. 
| In the area between Grozny and the 
| southern mountains, Chechen rebels have 
| been able in the past few days to mount 
raids on towns such as Argun and Shali 
| 
i 
| 

















































that had previously been captured by the 
Russians. On January gth, they ambushed 
a supply column. Some Russian generals 
deny that any significant attacks took 
place; others say that the Chechens were 
repelled with heavy casualties. But the 
fighting is an ominous echo of the previous 
Chechen war, in which Russia conquered 
the country at great cost, only to lose con- 
trol of it again soon afterwards. Mean- 


Germany 


BERLIN 


DRAMATIC. breakthrough that will 
change the face of German industrial 
.. relations for years to come, as Chancellor 
~ Gerhard Schroder claims? Or an empty pub- 
lic-relations stunt that could ruin this year’s 
~~ wage-bargaining round by raising false and 
"even contradictory expectations? 
The vaguely worded “joint declaration” 
on wages and productivity, issued on Janu- 
ary oth by trade unions, employers and gov- 
“ernment officials, is already paying the price 
of vagueness. The unexpectedly. ambitious 
demand twodays later1c Metall,Germany’s 
most powerful union, for a wage increase of 
5.6% seems to make a mockery of the whole 
exercise. Indeed, it might even threaten Ger- 
many’s fragile economic recovery. Bank 
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Death and inglory i in Chechnya 








while, Russian troops have encircled but 
not yet taken Vedeno, the largest town in 
Chechnya still wholly in Chechen hands. 

Accounts of losses differ wildly (see ta- 
ble). Russia’s Interior Ministry says its 
troops have suffered dozens of casualties 
in recent days, but declines to give a total 
figure for the war. The Defence Ministry's 
figure for its own losses refers only to re- 
covered and identified bodies, meaning 
thatitis bound to be an underestimate. The 
Soldiers’ Mothers’ Committee in Moscow, 
an anti-conscription group, says official fig- 
ures are atleast four times too low. 

Atanyrate, Russian enthusiasm for the 
war is ebbing. The question now is how Mr 
Putin and his generals will react. There are 
signs of disunity. On January 8th, Mr Putin 
announced the replacement of two com- 
manders, General Vladimir Shamanov 
and General Gennady Troshev. But the 
commander-in-chief of the operation, 
General Viktor Kazantsev, said on January 
10th that they had merely been assigned 
“additional duties”. He and others have 
publicly blamed their colleagues among 
the Interior Ministry’s forces who are sup- 
posed to deal with the conquered areas— 
where rebels seem most adept at hiding. 
The defence minister, Igor Sergeyev, says 
bleakly that “the situation in Chechnya 
has seriously changed of late. An enlarge- 
ment of the safe zone requires a new style 
and method of command.” 

The immediate Russian response has 


A real breakthrough? 


It is still unclear whether Germany’s chancellor, Gerhard Schröder, is truly 
bent on reform. But his popularity has certainly risen 


workers are now also claiming 5.5%. 

In the woolly declaration, the three par- 
ties that make up the vaunted Alliance for 
Jobs have “recommended” a “longer-term” 
wages policy to create employment and 
make Germany more competitive, with 
“prime importance” given to productivity in 
wage settlements. They have also agreed to 
“find ways to facilitate early retirement on 
reasonable conditions”, and to promote 
part-time work for older workers, without 
adding to persion or social-security costs. 

The employers are--or were—pleased, 
because they thought they had for the first 
time won the unions’ agreement to limit 
wage rises to productivity growth and to ac- 
cept deals lasting several years. They also be- 
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been to treat the civilian population in 
Chechnya even more harshly. On January 
nth, General Kazantsev said all males be- 
tween 10 and 60 would be subject to “filtra- 
tion”, which in the previous Chechen war 
involved lengthy detention, frequent tor- 
ture and sometimes summary execution. 
That sounds an unlikely key to victory, 
given the Russian army's disarray. Geor- 
gian security officials this week said they 
had seized a large batch of arms en route to 
Chechnya~—sold by soldiers from one of | 
Russia's own military bases in Georgia. | 





lieved they had at last got rid of the idea of re- 
tirement on full pension at 60, instead of the 
current 63 (for men—due to rise to 65 by 
2002). It was the employers’ refusal even to 
consider this costly demand by ıc Metall 
that only last month seemed to be leading to 
the collapse of Mr Schroder’s efforts to win 
more consensus among the “social partners”. 

But the unions were pleased, too. They 
believed they had at last won the employers’ 
agreement to put early retirement on the ne- 
gotiating table alongside wages. They deny 
that the agreement requires them to moder- 
ate future wage demands by basing them ex- 
clusively on productivity gains, rather than 
(as in the past) on productivity and inflation. 
Nor, they say, was there any obligation on 
them toenter multi-year wage deals, the joint 
declaration merely “recommending” longer- 
term settlements. 

Klaus Zwickel, ic Metall’s chief, says that 
the union, which represents 3.4m workers, 
has based its 5.5% wage demand on a rise in 
productivity of 3.5% this year (most people 
expect a around 2.6%) plus inflation of 
1.5%. The claim is also designeds to cover the 
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extra costs of retirement at 60, which the un- 
ion claims could “liberate” 100,000 jobs for 
younger workers. 

All this seems glum news for those who 
argue that wage increases this year must be 
kept below 3% if Germany is to stay competi- 
tive and reduce its high number of people 
without a job, still over 4m, or 10.2% of the 
workforce. The metalworkers’ union, which 
kicks off Germany’s annual wage negotia- 
tions, generally sets the tone for other trade 
unions’ claims. 

West German industry’s hourly labour 
costs are already the highest in the world, 
about a third higher than those of America, 
France and Britain. And since the mid-1980s 
wages in Germany have been rising faster 
than productivity, making German exports 
less competitive. The German employers’ 
federation has duly, and angrily, accused 1G 
Metall of failing to exercise the promised 
wage restraint. In private, it is less gloomy, 
conceding that the union nearly always 
pitches its first claim at around twice what it 
actually expects to get. 

There could be room for manoeuvre in 
other fields, too. Though the employers reject 
an across-the-board reduction of the retire- 
ment age to 60, they accept that there could 
bedifferent arrangements in different indus- 
tries. Bank employees have already won the 
right to retire at 60, for example. The unions, 
for their part, drop hints in private that they 
would be prepared to accept something less 
than retirement on a full pension at 60. 

The next few months’ wage settlements 
will decide whether Mr Schroder really can 
claim a breakthrough. There is a lot of hard 
bargaining still to do. But both employers 
and unions say the foundation has been laid 
for a new industrial relationship. If it has, it 
will be another remarkable success for a 
chancellor who only a few months ago was 
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` Germany's rattled Christian Democrats 


BERUN 


ND now it is the turn of Wolfgang 
Schauble, leader of Germany’s Chris- 

tian Democrats and chairman of their 
parliamentary party, to be sucked into the 
whirlpool of Germany's biggest political 
financing scandal since the second world 
war. After weeks of protesting that he 
knew absolutely nothing about the secret 
party accounts that his former boss and 
mentor, Helmut Kohl, last month admit- 
ted having kept when he was chancellor, 
Mr Schauble confessed this week that in 
1994 he had accepted a donation of 
DM100,000 ($53,000) in cash from Karl- 





heinz Schreiber, one of the central charac- 
ters in the plot. But, said Mr Schauble, he 
had done “nothing wrong”. 

Legally, he is probably correct. But his 
belated and less-than-handsome admis- 
sion has punctured his already sagging 
credibility and increased pressure on him 
to resign as party leader. Six weeks ago, he 
told parliament that he had met Mr 
Schreiber, who is under investigation for 
allegedly paying a kickback worth DMim 
on a Saudi Arabian arms deal in 1991, at a 
party fund-raising dinner in 1994, “and 
that is all”. Now he suddenly remembers 
that the very next day Mr Schreiber came 
to his office and handed over the biggest 





Can Schauble survive? 





cash donation he had ever received. Once 
a tax lawyer, Mr Schauble apparently 
asked noquestions. He simply handed the 
cash to the party treasurer, Brigitte Bau- 
meister. He says he did not know until 
now what had happened to the money, 
which was, illegally, entered as “sundry 
income” in the party's accounts. 

From the time the Christian Demo- 
crats’ scandal broke last November, many 
Found it hard to believe that one of those 
closest for the past 20 years to Mr Kohl, 
who named him as his successor to lead 
the party in 1998, could not have known 
what was going on. An opinion poll before 
Mr Schauble’s latest admission showed 
that 80% of Germans did not believe his 
explanations. Suspicions have now deep- 
ened. Members are leaving the party in 
droves. Poll ratings have plummeted. 
Some conservative papers are openly call- 
ing for Mr Schauble’s resignation; he says 
he has no intention of going. 

In any case, Mr Schauble has no obvi- 
ous successor. Mr Kohl's iron grip over the 
party for his 25 years as chairman ensured 
that. Last week, it was whispered that 
some leading Christian Democrats were 
plotting, with Mr Kohl's blessing, to re- 
place Mr Schauble with Jurgen Riittgers, 

the party's leader in North Rhine-West- 
phalia, at the next party congress in April. 
Mr Kohl has denied such a plot. Mr Riitt- 
gers says he is not a candidate. 

Volker Riihe, a former defence minis- 
ter who, like Mr Rüttgers, is a deputy 
chairman of the party, has also some- 
times been touted as party leader. But 
(unsubstantiated) claims that, as the 
party's general secretary in 1989-92, he 
must have known about the slush funds 
have probably put paid to his chances, at 
least for now. Angela Merkel, the party's 
current and respected general secretary, 
is also mentioned. However, despite val- 
iant efforts to clear things up, the scandal 
is starting to hurt her too. If the Christian 
Democrats had to find a new leader, it 
would be hard to know where to begin. 








being written off as an interfering, light- 
weight bungler. 
The opposition Christian Democrats’ 


ever-deepening involvement in a party- 


financing scandal (see box) has helped him 
hugely, of course. Whatever the cause, Mr 
Schroder now hasa21-point lead in the opin- 
ion polls over his main rival to be chancellor, 
Wolfgang Schauble, and his Social Demo- 


crats are ahead of the Christian Democrats 


for the first time in almosta year. 
—— — 


Portugal’s agenda for Europe 


The fado factor 


BRUSSELS 


HORT of holding a few ministerial meet- 
ings on the beach in the Algarve in mid- 
June, there is not much more the Portuguese 
governmentcould be doing to make its presi- 
dency of the European Union, which fills the 
first half of this year, more attractive in orga- 
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nisational terms. There will be a meeting 

about the Mediterranean in Madeira, a gath- 
ering of foreign ministers in the Azores, a 
seminar in Sintra, and strings of events in Lis- 
bon and Oporto. No three-star resort is ne- 
glected. The only disappointment is the 
near-certain cancellation of an ev-Africa 
summit, planned for Cairo in April, caused 
by protocol problems on the African side. 

But there is also work to be done, what- 
ever the scenic distractions. The country 
holding the eu presidency steers the busi- 
ness of the Union, setting the agenda for a 
dense calendar of ministerial meetings and 
trying toensure that the right conclusions are 
reached. The Finnish presidency, which 
closed with asummit in Helsinki last month, 
was an unusually busy one. Three main pro- 
jects spill forward from it into the Portuguese 
term. 

The first is the managing of negotiations 
to expand the eu’s membership from 15 to 28 
or more countries. eu leaders decided in Hel- 
sinki to invite six more countries to begin full 
negotiations: they are Bulgaria, Latvia, Lithu- 
ania, Malta, Romania and Slovakia. They 
will join six other countries which have been 
in full negotiations since 1998—-Cyprus, the 
Czech Republic, Estonia, Hungary, Poland 
and Slovenia. 

The six newcomers will be welcomed in 
acollective ceremony in February. Real talks 
will begin with each individually in March, 
and will continue for several years. Turkey 
will also be lobbying to begin negotiations: it 
was recognised officially at Helsinki asa can- 
didate, but told it would need tocarry out big 
political reforms before going much further. 
Croatia, too, though not yet even a recog- 
nised candidate for eu membership, will 
probably be lobbying for a special “fast 
track” of its own towards accession, after 
elections this month which appeared to 
mark a shift from authoritarian to demo- 
cratic rule. 

The second main job for Portugal is to 
launch a constitutional conference (an 
“inter-governmental conference”, or IGC, in 
Brussels jargon) to amend the Eu’s founding 
treaties so that institutions and procedures 
can cope with the influx of new members. 
This will mean new rules to cap the size of 
the European Commission, and to rebalance 
voting powers in the Council of Ministers. It 
may well mean having more Ev laws passed 
by majority voting, reducing the scope for 
national vetoes. 

Portugal’s role as Union president means 
that it fixes the procedural rules for the con- 
ference, and fine-tunes an agenda in line 
with general principles agreed to at Helsinki. 
Portuguese ministers have been talking 
about adding, as an agenda item, treaty 
changes making it easier for the enlarged Eu 
to accommodate new programmes and in- 
stitutions. in which some but not all coun- 
- tries can take part. But no country wants the 
conference, which will consist in practice 
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LDER and smaller in number—such 

will be Europe’s population in 50 

years’ time, according to reports from the 

UN's population monitors, and from 

Eurostat, the Eu’s statistical office. If these 

two trend-watchers prove right, there will 

| betoo few working-age Europeans to sup- 
portthe continent's greying population. 

| According to Eurostat, in 1999 there 

| were some 376m Ev citizens (im more 

| than in 1998), and they are having fewer 

| children and living longer than their par- 

| ents and grandparents. Last year there 
| 
| 
| 
| 
| 
| 
| 
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were just 266,000 more births than deaths 
across the Union—the lowest figure since 
the second world war. A few small coun- 
tries are in the midst of a baby boom (the 
Irish stil produce the most offspring), but 
Germans, Italians and Spaniards now 
have so few children that, without an in- 
flux of migrants, they would be shrinking 
in number. 

Over the next few decades there will 
| bean even faster drop, say the UN’s statis- 
ticians, who are examining trends in five 
European countries, plus Japan, South 
Korea and the United States. Their report, 
due in March, suggests that low fertility 
rates (couples having, on average, fewer 
than two children) will reduce Italy’s pop- 
ulation, now 57m, to 41m by 2050. In Rus- 
sia, they suggest, emigration, a low birth 
rate and higher death rates will cause the 
population to fall from 147m to121m. 

With fewer people of working age 
across Europe supporting more pension- 





Fewer and wrinklier Europeans 
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ers, and all needing health care and wel- 
fare, governments in many countries will 
have to raise the age of retirement, or put 
up taxes, or else cut benefits—or some mix 
of all three measures. An alternative solu- 
tion, assuming similar numbers of work- 
ing people are needed in the future, would 
be to let in more migrants and so provide 
more taxpayers of working age. 

The un’s new figures suggest that Ita- 
ly, for example, could keep its population 
stable by allowing in an extra 240,000 mi- 
grants a year, on top of the many thou- 
sands who slip in illegally. Germany, says 
the un’s head-counters, would need to 
take in nearly 500,000 to keep its working- 
age population steady. | 





mainly of weekly or fortnightly meetings of 
national representatives in Brussels, and 
which will probably open on February 14th, 
to drag on too long. France will hold the eu 
presidency in the second half of 2000, and it 
wants a draft treaty ready for initialling at a 
summit in Nice in December. 

The third main job of the Portuguese 
presidency will be to help develop the Ev’s 
planned new common defence capability. 
Interim security and military committees 
will be set wp in March, Governments may 
also decide this year exactly how and when 
the eu should absorb the Western European 
Union, a semi-dormant defence pact, as part 
of its permanent defence structure. Portugal 
has a double chance to concentrate minds, 
since it also holds the weu’'s presidency in 
the first halfof 2000. 

Portugal has one or two ambitions of its 
own, beyond those wished on it at Helsinki. 
It plans a special eu summit in March on a 
fuzzy mixof subjects includingemployment 
policy, social policy and information tech- 
nology, though this seems likely to yield plat- 
itudes at most. It would particularly like to 


break thedeadlock over a proposed ru-wide 
withholding tax on private savings: But Brit- 
ain has blocked the tax for two years for fear 
it would handicap financial markets and 
frighten investors. Probably, more than the 
Mediterranean sun. will be needed to melt 
those objections away. 


Finland 


The next. o 
president — 


ILL Finns, among the first people in 
Europe to let women vote for their 
parliament, soon choose a woman for presi- 
dent? At the last election, in 1994, they nearly 
did—but the stolid Martti Ahtisaari, the So- 
cial Democratic incumbent who is now giv- 
ing up, squeaked through on the second 
round. This time, three women are. among 
the four front-runners: but, if the opinion 
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pollsters are right, they are all lying behind 
Esko Aho, the (male) leader of the Centre 
Party. If no one wins an outright majority on 
January 16th, the two leading vote-catchers 
will face a second round on February 6th. 

One of the candidates, Elizabeth Rehn, a 
former defence minister, shook Finns last 
year by saying that they should at least dis- 
cuss whether to join nato. When the Soviet 
Union was breathing heavily down Fin- 
land’s neck, a nervous neutrality on all 
things was beyond question. But, with Rus- 
sia no longer a threat, a large minority of 
Finns thought membership of Nato might 
be a good idea—until the Kosovo war made 
Finnish stomachs churn at the prospect of 
actually fighting. In any event, Finland's pre- 
sent foreign minister, Tarja Halonen, a Social 
Democrat who seems likeliest to face Mr 
Aho in the event of a run-off, is sceptical 
about joining the Atlantic alliance, and the 
idea has, for the moment, faded. Joining the 
EU, in 1994, was a radical enough departure 
for most Finns. 

The campaign has been largely policy- 
free. The most controversial suggestion arose 
before it started, when the third-running 
candidate, Riitta Uosukainen, parliament's 
(Conservative) speaker, said she would like 
to see the return of Karelia, a south-eastern 
province of Finland captured by Russia in 
the second world war. But, like Mrs Rehn 
over NATO, Mrs Uosukainen soon watered 
down her comments when they produced 
anoutcry. 

Image is the key. Mr Aho, whose party is 
stronger in the countryside than in the 
towns, and who has been less keen than the 
others on Finland's integration into the Eu, is 
putting himself across as being above party 
politics. At 45, he is bright and bouncy. He 
portrays himself as a family man, with a 
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Down the Halonen hatch 
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pretty young wife and three children. His 
chief rival, Ms Halonen, is proud of her red 
roots in the trade unions and makes no 
bones about having a lover who lives, sepa- 
rately from her, in the next-door flat. 

The president in Finland is more than 
just a figurehead, but the office has been los- 
ing control over foreign policy to the prime 
minister, currently Paavo Lipponen, a Social 
Democrat. His five-party coalition govern- 
ment is quite popular. It handled the eu’s 
six-month presidency, which has just end- 
ed, rather well. Mr Ahtisaari had a well-pub- 
licised hand in bringing peace to Kosovo. The 
economy is perky, buoyed among other 
things by Nokia, the world’s biggest mobile- 
phone maker and Europe's most valuable 
company. And Finns still seem to win world 
championship car races. No wonder there is 
little taste for a president to feed on people's 
woes. Most Finns do not have many. 


The French state 


Quis custodiet? 


PARIS 


RISON officers who fiddle their over- 

time; tax inspectors who receive tax-free, 
performance-unrelated, bonuses; police- 
men who spend their working lives not on 
the beat but behind a desk. Some French citi- 
zens may be cynically unsurprised by the 
humdrum abuses committed by the ser- 
vants of the state. What ought to shock them, 
however, is both the extent of the abuse and 
its origin. A scathing report released this 
week by France’s Revenue Court, an inde- 
pendent body which audits public spend- 
ing, accuses the highest reaches of both gov- 
emmentand the civil service of conspiring to 
make a mockery of parliament's oversight of 
the budget. 

In particular, and with special irony, giv- 
en its role in controlling public spending, the 
Ministry of Finance is singled out for criti- 
cism, with the report noting “the propensity 
of the minister to take liberties in budgeting 
and accounting matters”. Some senior minis- 
try officials in 1997 enjoyed a tax exemption 
for a quarter of their salaries; others bene- 
fited from an exemption for 13% of their sala- 
ries. Meanwhile, many tax inspectors are al- 
lowed tocount 25% of their salaries as tax-de- 
ductible expenses, when their actual 
expenses “are in reality much lower”. As the 
report notes, the ministry, which employs 
some 180,000 people (or a few thousand less, 
according to the ministry itself), is judge and 
jury in its own case. 

One reason for the “propensity” to fin- 
ancial fuzziness in the finance and other 
ministries is that it is politically convenient 
to put a certain amount of spending “off 
budget” and therefore beyond the scrutiny 
of parliament. A bigger reason, however, is 
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that the whole civil-service structure is hos- 
tage to its past and toits trade unions. 

For example, the system of off-budget 
bonuses, the practice of employing (again 
off-budget) temporary staff, and the habit of 
leaving budgeted lower-scale jobs unfilled in 
order to pay for better-qualified staff are all 
long-established ways of circumventing pay 
scales and head-counts—and the inevitable 
result is that employers and employees alike 
have a vested interest in preserving them. 
The annual bonus for a police captain, for 
example, may well account for two-fifths of 
his income; “sick days” will often add an ex- 
tra three weeks to a prison officer's annual 
holiday (the auditors note “the remarkable 
continuity between a period of vacation and 
a period of sickness”). 

Sois the Revenue Court’s report destined 
to be shelved as quickly as is politically pos- 
sible? The targets are mounting their de- 
fences. The finance ministry has reacted 
cleverly by saying it is already attending to 
the abuses of its predecessors in govern- 
ment, and that the report underlines the 
value of its reform programme, The civil-ser- 
vice unions are equally clever in arguing that 
the abuses stem from the pay structure: the 
ministries like to keep basic pay rates low in 
order to minimise their pension contribu- 
tions and other social charges. 

But it is hard to deny the importance of 
the auditors’ findings. They calculate that, 
whereas the 1998 budget provided for almost 
2.3m people to be employed in the civil ser- 
vice and the armed forces, the true total was 
over 2.68m. The full total of the state’s work- 
force, from public administration and the 
health service to local municipalities, is some 
5m people. The state’s related spending, on 
salaries, pensions and social charges, ac- 
counts for almosta third of the budget. 

Whether such figures will do anything to 
make the French less attached to their idea of 
a benevolent state is questionable. But at 
least they will continue to be reminded of its 
cost. This report covers only seven of 
France’s ministries. Over the next two years, 
the auditors will present reports on the rest 
of the public sector, including education and 
the health services. Prepare to be shocked, if 
not surprised. 
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Lionel Jospin, France’s would-be president 


N AMERICA, the spin doctors would despair: Lionel Jospin’s 

frown is a touch too frequent, his suits a bit too rumpled, the 
prime-ministerial sound-bites all too rare. But no matter: this is 
France, where attention spans are longer and televisual gloss is not 
yet the defining characteristic of the politician. Indeed, the opinion 
polls assert that Mr Jospin, for all the austere air that the French put 
down to his Protestant origins, is now the most popular prime 
minister since Jacques Chaban-Delmas a generation ago. Could it 
be, then, that after the spring of 2002, when the head of state is due 
for election, France will be speaking of President Jospin? 

The present incumbent, Jacques Chirac, certainly fears so. Al- 
ready almost any public occasion, from international rugby 
matches to the ritual greeting of a new millennium, isan excuse for 
veiled electioneering, pitting the con- 
servative president against his social- 
ist prime minister. In theory, such 
events play to the president's advan- 
tage. Mr Chirac has, after all, a perso- 
nal warmth and an unflagging desire 
to press the electoral flesh that is posi- 
tively Clintonian. 

But Mr Jospin is catching up fast. 
When a shipwrecked oil-tanker be- 
gan smearing France’s Atlantic coast- 
line just before Christmas and violent 
storms scarred the nation’s forests 
and architectural wonders soon after, 
causing at least 88 deaths and $11 bil- 
lion-worth of damage, it was Mr Jos- 
pin who seized the moment. Some- 
how, when the prime minister, in 
long overcoat and knotted scarf, 
tramped across the wintry beaches of 
the Vendée or gazed at uprooted trees 
at Versailles, his praise of “solidarity” 
and public service came over as pa- 
tently sincere. By contrast, Mr Chir- 
ac’s enthusiasm for those very same 
virtues seemed a shade contrived. 

These are, of course, early days. 
Many a banana skin will be strewn in 
the prime minister's path: barring a vote to change the timetable, a 
new parliament will be elected in March or April 2002,a new presi- 
dent in May. Mr Jospin has already lost a clever finance minister, 
Dominique Strauss-Kahn, to allegations of corruption. What if 
magistrates smell other whiffs in Socialist cupboards? 

Or what if Mr Jospin’s Socialists start squabbling with their 
coalition partners—-the Communists, the Greens and an old-guard 
socialist faction? There are plenty of actual or potential irritants: 
the implementation, from this month, of the 35-hour week; pro- 
posals to reform France’s tortured systems of justice and taxation; 
the need to overhaul pensions. Moreover, when France assumes 
the European Union’s rotating presidency in July, there will surely 
be foreign jibes at its blithe willingness to flout ev law, not least if it 
goes on banning British beef. 

To which Mr Jospin is already reacting with an appropriately 
Gallic shrug. “If Tony Blair were in my place, he would have done 
just the same,” he recently told British journalists invited to Matig- 
non, his elegant official residence, as part of a charm offensive to 
soothe British feelings. He may be right. After all, both men are 
pragmatists who are good at cajoling their followers: witness Mr 
Jospin getting his Socialists to practise privatisation, whereas his 





conservative predecessors tended merely to preach it. 

But is Jospinism the same as Blairism? Does a Third Way link 
the two sides of the Channel? Mr Blair would like to think so. In 
November, when the world’s social democrats met in Paris at a 
shindig of the Socialist International, Mr Blair deliberately equat- 
ed Mr Jospin’s modemising instincts with his own. But Mr Jospin, 
who in June had declined tojoin Mr Blair and Germany’s chancel- 
lor, Gerhard Schröder, in signing a “Third-Way manifesto”, 
squirmed in silent annoyance. 

One can see why, The word socialism has been almost ban- 
ished from the Blairite lexicon, whereas for Mr Jospin, who at 62 
may view 46-year-old Mr Blair as a bit of an upstart, it remains his 
mantra. As one Matignon courtier points out, Mr Blair’s modernis- 
ing of the left was made possible. by 
the right-wing radicalism of the 
Thatcher era. By contrast, Mr Jospin 
has had no such helpful precursor: 
France's right, like its left, believes in- 
stinctively in the state’s superiority 
and in the public sector’s honourable 
and essential role. In other words, the 
Third Way is a heresy, a code for 
abandoning the true faith, and the 
true faith needs no more than some 
updating: programmes to educate the 
jobless into jobs, for example, bal- 
anced by tax breaks and share op- 
tions for capitalist employers. As Mr 
Jospin loves to say, most recently in 
his new-year “good wishes” to Presi- 
dent Chirac: “The world is more than 
a market. Our societies need rules. 
The economy must be at the service of 
man, not the other way round.” 

Too good to be true? Despite the 
robust growth of the French econ- 
omy, few within the government ex- 
pect the 35-hour week to perform job- 
creating miracles for the tenth of the 
labour force still without work. And 
Mr Chiracis right to chastise the gov- 
ernment for timidity on reforming pensions. 

But so what? French voters have learned to live with high un- 


employment. And they have warmed to Mr Jospin: he may be part: 


of the elite group that have passed through the Ecole Nationale 
d'Administration, but he is not condescendingly brilliant like his 
conservative predecessor, Alain Juppé. He grew up with a father 
who ran a school for delinquents; he played basketball at universi- 
ty; abandoned a diplomatic career to teach economics’in an un- 
fashionable suburb of Paris. When he was a guest recenily on the 


Eurosport television channel, he clearly knew his stuff, from ten~: 


nis to rugby. Populist as Mr Chirac can be, he would have been 
hard put to have performed so well. 
Mr jospin’s political skills are undoubted. In 1995, he came 


from almost nowhere—after just a spell as a minister for educa- 
tion, from 1988 to 1992—to lead his party and then ran Mr Chiraca® 


close race for the presidency. In 1997, he surprised even himself by 


leading the left to victory after Mr Chirac had called asap parlia- 


mentary election. Now he rules with an iron hand, summoning 
ministers back from their Christmas holidays to “show solidarity” 
with the people after the December storms. If Mr Chirac, with his 
conservatives in disarray, is getting worried, whocan blame him? 
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The trouble with Nigeria is simply and squarely a failure of 
leadership. There is nothing basically wrong with the Nige- 
rian character. There is nothing wrong with the Nigerian 
land or climate or water or air or anything else. The Nigeri- 
an problem is the unwillingness or inability of its leaders to 
rise to the responsibility, to the challenge of personal exam- 
ple which are the hallmarks of true leadership. 


O WROTE Chinua Achebe, a Nigerian novelist, 

in 1983. Between then and now, his gloomy book, 
“The Trouble with Nigeria”, has been perhaps the 
best short account available of how his native coun- 
try worked—or rather, how it did not work. Ruled 
by soldiers for all but six years since 1966, Nigeria 
has suffered one civil war, six violent changes of 
government, and the continual theft and squander- 
ing of public funds by its leaders. Blessed with fertile 
soil, floods of oil, and a huge, energetic, talented 
population, Nigeria should be Africa’s giant. That it 
| isinstead one of the poorest countries in the world is 
largely the fault of a succession of awful military 
dictators. But the sudden death of the most recent 
and perhaps worst of them, Sani Abacha, has given 
Nigeria a chance to recover. 

General Abacha, who seized power in 1993, died 
| of a heart attack in June 1998. An interim gov- 
ernment led by General Abdulsalami Abubakar 
promised to restore democracy in stages, with elec- 
tions first for local governments, then for state gov- 
ernments, then for a national assembly and for the 
presidency itself. To many people’s surprise, he kept 
his word. The elections were marred by bribery—of 
which all parties were guilty—but the result is wide- 

ly agreed to reflect the will of the Nigerian people. 
| On May 29th 1999, Olusegun Obasanjo, a 62-year- 
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Under new management 


old chicken farmer, was sworn in as Nigeria’s first 
democratically elected president since the toppling 
of Shehu Shagari in 1983. 

The challenge facing Mr Obasanjo is daunting. 
His country is poor, indebted and riven by ethnic vi- 
olence (which left 100 people dead in Lagos at the 
end of November). The roads are pitted with pot- 
holes and clogged with rubbish. Telephone and 
power lines work intermittently at best, and often 
not at all. Factories are idle. So, resentfully, are mil- 
lions of urban youths. After a long spell of crude 
despotism, Nigeria has no tradition of democracy, 
nor of effective governance. For as long as most Ni- 
gerians can remember, the rewards for honesty and 
industry have been miserable, whereas corruption 
has paid magnificently. Nigeria had become “the 
open sore of a continent”, in the words of Wole Soy- 
inka, the country’s 1986 Nobel laureate for literature. 


Wanted: true leadership 


Seven months after assuming power, Mr Obasanjo 
is hard at work applying ointment to that sore. He 
has some useful qualifications. First, although he 
was once Nigeria’s military ruler, he was not perso- 
nally corrupt, and had landed the top job more by 
chance than by design. In 1976, after the assassina- 
tion of the then ruler, Murtala Mohammed, Mr 
Obasanjo, as his deputy, took over. He stayed in of- 
fice long enough to organise elections, and in 1979 
handed over power to an elected civilian. It was not 
Mr Obasanjo’s fault that this civilian regime was 
corrupt, and was soon swept away in a coup. 

This time he has a mandate to keep Nigeria 
democratic. To this end, he has subdued the mili- 
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tary. More than 100 officers with links to the old re- 
gime have been retired, and non-political soldiers 
have been put in charge of the army. Some of those 
close to Abacha, including his son, are being prose- 
cuted for an array of alleged crimes, including mur- 
der. Efforts to recover some of the money that the 
late dictator and his cronies stole have produced a 
haul of over $700m. There may be more to come. 
Ordinary Nigerians, fed up with being robbed 





and bullied by their leaders, would probably like to 
see harsh punishments for the old regime, but Mr 
Obasanjo, a former political prisoner himself (he 
served three years of a 15-year sentence for allegedly 
plotting a coup against Abacha before the tyrant’s 
death set him free), is inclined to be gentle. Indeed, 
Nigeria today is a far less fearful place than it was a 
couple of years ago. General Abubakar began the 
good work by releasing political prisoners and stop- 











The last despot? 


N 1994, Wole Soyinka predicted that 

Sani Abacha would be Nigeria’s last 
despot. The man was so cruel, and so in- 
competent, Mr Soyinka argued, that 
after his passing Nigerians would never 
again submit to military rule. With luck, 
he may be proved right. Abacha gave 
the army such a bad name that hardly 
anyone in Nigeria now has a good word 
to say for the men in green. The most 
political generals have been sacked. 
Those who are not being prosecuted 
have retired to their estates to play with 
their Lamborghinis. Doubtless this 
leaves behind some ambitious junior 
officers who still hope one day to make 
their own fortunes in government. They 
may be biding their time, waiting for a 
suitable opportunity for a coup. Ethnic 
violence or an economic collapse might 
one day provide such a pretext. But for 
now, democracy is popular. Abacha’s 
parting gift to the nation he pillaged was 
to make Nigerians determined 


officers executed after trials before a 
military tribunal, for allegedly plotting a 
coup against him. 

Abacha, who took over in 1993, 
brought Nigeria to new lows. Dissidents 
were beaten, hung upside down and 
starved to make them confess or impli- 
cate others. Political prisoners were tried 
in camera, before martial courts that 
rarely set them free. Common criminals, 
such as armed robbers, were whisked 
through swift summary courts and shot 
without the right to appeal. In 1995, 
Abacha had the novelist Ken Saro-Wiwa 
hanged even as leaders of the British 
Commonwealth, gathered in New Zea- 
land for a summit, were trying to per- 
suade him to show mercy. Nigeria was 
expelled from the Commonwealth the 
next day, and limp sanctions were im- 
posed on it. 

Abacha persecuted many of Nige- 
ria’s most famous offspring. Olusegun 





Obasanjo, the current president, was 
jailed after a rigged trial for treason. She- 
hu Yar'Adua, who was Mr Obasanjo’s 
deputy in the 1970s, died in custody in 
1997, some say of a lethal injection ad- 
ministered by Abacha’s hired killers. 
Moshood Abiola, a millionaire busi- 
nessman who was set to win the 1993 
presidential election before the army 
cancelled the vote count, was jailed for 
declaring himself president. When he 
died in jail within a month of Abacha’s 
death, apparently of a heart attack, 
some of his fellow tribesmen assumed 
that he had been murdered to prevent a 
Yoruba winning power. Many people 
died in the ensuing riots. In 1994, Aba- 
cha had Mr Soyinka’s Nigerian passport 
confiscated, driving the writer into exile 
in America—where many members of 
the Nigerian middle class had already 
emigrated in search of an easier life. 
When Abacha died, the terror 
ceased. Abdulsalami Abubakar, the in- 
terim ruler, gradually released some 140 
political prisoners, and oversaw the free 
and reasonably fair elections 











never to see his like again. Mostly inglorious that elevated Mr Obasanjo to 

Most of Nigerias uni- ig He 08 independence a the presidency. The military 
formed rulers have been | Periodin Typeot Reason for budget is to be cut. Mr Oba- 
heavy-handed. When General | Name power government losing office sanjo hopes that the un will 
Muhammadu Buhari seized | Nnamdi Azikiwe 1960-66 Civilian Coup help to pay for Nigeria’s 
power in 1983, he decided that | Johnson Aguiyi-Ironsi 1966 Military Coup peacekeeping efforts in Sierra 
military-style discipline was | yakubu Gowon 1966-75 Military Coup Leone and Liberia, which 
the way to put Nigeria to | Murtala Muhammed 1975-76 Military Assassinated have cost an estimated $8 bil- 
rights. His thugs started en- : lion over the past decade. 
forcing orderly queuing and | Os?94" Obasanjo sig ri wa and | Abacha’s son Mohammed 
the flying of the national flag Praveen a chat rs and four others face trial for 
above every shop, from de- ws be oo ste i the murder of Abiola’s wife, 
partment stores to roadside Muhammadu Buhari 1983-85 Military Coup Kudirat, in 1996. An investiga- 
fruit stalls. On the last Satur- | Ibrahim Babangida 1985-93 Military "Stepped aside” tion into past human-rights 
day of every month, all Nigeri- | Ernest Shonekan 1993 Civilian "Resigned" abuses, loosely modelled on 
ans had to stay home and Sani Abacha 1993-98 Military Died in office South Africa’s truth commis- 
clean up their neighbour- | abdulsalami Abubakar 1998-99 Military Callledelectionand | SION, has accepted 11,000 sub- 
hoods. Civil servants who ar- retired missions. There are still re- 
rived late for work were | Olusegun Obasanjo 1999- Cwiten = ports of police and army 
forced to do the “frog-jump”, brutality, but overall the state 
leaping up and down in a is incomparably more re- 
squatting position with their spectful of human rights than 
hands on their ears. Some suf- it was. Some Nigerians lament 
fered heart attacks. General that the newly restrained po- 
Ibrahim Babangida, who over- lice are not tough enough on 





threw Buhari in 1985, was 
more crafty in his exercise of 
power, but more ruthless too. 
In 1990, he had 69 fellow army 





And mostly military, too: Gowon, Shagari, Buhari and Abacha 


thieves and hijackers. But 
most celebrate the death of 





despotism, and hope that it 
never revives. 
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ping the security forces from harassing dissidents. 
Mr Obasanjo has continued in that vein (although 
his use of the army to crack down on terrorism in the 
Niger delta has recently caused concern). Journalists 
at Nigeria’s dozens of lively, opinionated newspa- 
pers, who once risked being roughed up or worse by 
the security forces, now work unmolested. 

On the economy, too, Mr Obasanjo has made a 
reasonable start. He claims to have abandoned the 
statist philosophy he espoused in the 1970s, and to 
have embraced the market. He has relaxed exchange 
controls and promised to privatise, deregulate and 
fight corruption. For the first time in decades, there is 
a feeling of optimism in the air. Now that the coun- 
try is no longer a pariah, America and Europe have 
pledged more aid. There is talk of debt relief in the 





future, and perhaps even a bit of foreign investment. 
For the Nigerian in the street, the most visible 
change is the easy availability of petrol. Under Aba- 
cha, pumps ran dry and the president's friends 
made fortunes comering supplies at the low official 
price and selling them at the much higher black- 
market rate. Day-long queues formed outside petrol 
stations. For the citizens of one of the world’s largest 
oil-producing countries, not being able to buy fuel 
was perhaps the worst humiliation. Mr Obasanjo all 
but ended it with a few honest appointments. 

Mr Obasanjo comes closer than any of Nigeria’s 
recent presidents to providing the “true leadership” 
Mr Achebe called for. But his predecessors left Nige- 
ria so horribly broken that it will take a lot of time 
and skill to mend it. 





A tale of two giants 


Te UNDERSTAND the scale of Nigeria’s failure, it 
is helpful to compare it with Indonesia. The two 
countries are superficially similar. Both are huge, 
populous (Indonesia has 200m people; Nigeria per- 
haps 100m), and ethnically diverse. Both countries 
have suffered military rule and, at times, terrible vi- 
olence. At independence, in 1945 and 1960 respec- 
tively, both Indonesia and Nigeria were extremely 
poor; most of their people were subsistence farmers. 
But then both struck oil, and after the sudden quad- 
rupling of the oil price in 1973-74 both were deluged 
with floods of petrodollars. 

Nigeria has received some $280 billion in oil rev- 
enues since the early 1970s. Through foolish invest- 
ments, graft and simple theft, this vast fortune has 
been wholly squandered. In fact, because successive 
Nigerian governments borrowed billions against fu- 
ture oil revenues and wasted that money too, it is 
fair to say that Nigeria blew more than its entire oil 
windfall. Nigerians are, on average, poorer today 
than they were in 1974, despite the recent surge in 
the oil price, and the country is saddled with debts 
of about $30 billion. Income per head in 1998 was a 
wretched $345, less than a third its level at the height 
of the boom in 1980. 

Indonesia, which has not always been a model 
of good governance either, has fared much better. 
cpp per head rose from under $200 in 1974 to over 
$1,000 in 1996 and 1997. A currency crash brought it 
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tumbling down to below $500 in 1998, but it 
bounced back to an estimated $700 last year. Indo- 
nesia’s cake not only grew fast; it was also, despite 
the depredations of the Suharto family, more fairly 
sliced than Nigeria’s shrinking one. In the mid-1990s, 
the poorest fifth of Indonesia’s people accounted 
for 8% of national income, compared with about 4% 
for the bottom fifth in Nigeria. By 1997, according to 
the United Nations Development Programme 
(unpre), Nigerians were more than twice as likely as 
Indonesians to be illiterate or to die before the age of 
40, and seven times as likely to lack access to basic 
health care. 

What could account for such disparities? Cor- 
ruption was undoubtedly a factor. Bad in Indonesia, 
it was much worse in Nigeria. Raconteurs in Lagos 
bars tell it this way: 

A Nigerian and an Indonesian attend a foreign university 
together in the 1960s and become friends. After graduation, 
each returns home to join the government. Several years 
later, the Nigerian visits his colleague in Jakarta, and finds 
him living in a big, luxurious house with a Mercedes car 
parked outside. ‘How can you afford such a nice house on a 
politician’s salary?’, asks the Nigerian. ‘Do you see that 
road?’, replies the Indonesian, pointing to a magnificent 
highway outside. ‘Ten per cent.’ Some time later, the Indo- 
nesian goes to visit his Nigerian friend, and finds him living 
in a vast palace with ten Mercedes cars parked outside. 
Amazed, he asks where the money had come from. 'Do you 
see that road?’ asks the Nigerian, pointing to a thick tangle 
of rain forest. 'A hundred per cent.’ 

A recent World Bank study* puts it more sober- 
ly: “Indonesia tumed oil income into productive in- 
vestment, whereas Nigerian oil income was either 
siphoned abroad or used for prestige projects.” 

The oil money came so suddenly, and in such 
vast quantities, that the government did not know 
what to do with it. In 1960, oil accounted for 1% of 
federal government revenues. Since then it has risen 
to about 95% (see chart 3, next page). It was easy 
money. Foreign firms found and extracted the oil; 
the Nigerian government simply opened its coffers 
and watched the dollars gush in, The generals, as- 


«Nigeria and Indonesia: The Political Economy of 
and Growth”, by David L. Bevan, Paul Cellier and Jan Willem Gun- 
ning. Oxford University Press, 1999. 
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suming that the boom would last 
i forever, spent carelessly. They also 
helped themselves and their friends 

35| toa big wad of the cash. 

Most of Nigeria’s rulers have 
been crooked, but Sani Abacha was 
probably more crooked than the 
rest. Whereas his predecessors usu- 
ally made at least some effort to dis- 
guise their thieving, for example by 
laundering the loot through dum- 
my companies, Abacha simply 


~~~ 70| grabbed it straight from the trea- 
he ty EP! sury and stashed it in his offshore 
1985 88 90 92 94 96 98 99 


accounts. His most blatant scam 
was the Petroleum Trust Fund (PTF), 
set up in the mid-1990s, ostensibly 
to channel the extra revenue from an increase in the 
domestic fuel price into infrastructure and other in- 
vestments. The fund was not independently audit- 
ed, and almost none of the money that sloshed 
through it was properly accounted for. It was a vehi- 
cle for Abacha and his friends to spend at will a sum 
that in 1996 was equivalent to a quarter of the feder- 
al budget. Some went on padded contracts for 
friends. Some was stolen. Abacha himself, ever ner- 
vous of his position as an unelected, unpopular 
leader, spent lavishly on his personal security, and 
handed out bricks of banknotes to bigwigs whose 
support he wanted to buy. 


The fat of the land 


How much did Nigeria’s military rulers steal for 
their own use? Newspapers in Lagos bandy about 
numbers in the tens of billions of dollars, but the 
true total will probably never be known. Visitors to 
Kaduna, a town in northern Nigeria where a num- 
ber of retired generals live, cannot fail to be im- 
pressed by their huge mansions, complete with 
private mosques and satellite dishes bigger than 
many poor people’s houses. Senior officers often 
own several such houses, not to mention dozens of 
the sort of snazzy sports cars seen parked outside 
the Kaduna polo club. 

But even more harmful to Nigeria than the gen- 
erals’ thieving was the way military governments 
squandered money they were legally entitled to 
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spend. Visitors to the Ajaokuta steel plant, for in- 
stance, are surprised to see goats grazing among the 
gantries and children playing by the silent rolling 
mills. Nigeria flushed away a total of $8 billion try- 
ing to build a steel industry at Ajaokuta and else- 
where. The idea, first proposed in the 1970s, was that 
the country would become the Japan of Africa by 
industrialising heavily. Steel mills would turn local 
coke and iron ore into shiny metal, which would 
then be used to build railways. Contractors from the 
Soviet Union, tendering to build Ajaokuta, pro- 
duced a 21-volume feasibility study, but it was never 
translated from Russian, and probably never read 
by any Nigerian decision-makers. They wanted a 
steel industry whatever the cost, partly as a matter 
of national pride, and partly because big projects 
brought big kickbacks. Ajaokuta has yet to produce 
a single bar of steel, and it will probably never be 
able to do so at a profit. Other steel mills in Nigeria 
operate fitfully, at a loss, and usually at a small frac- 
tion of capacity. 

Another example of how corruption bred waste 
in Nigeria is the cement scandal that broke under 
the civilian regime of Shehu Shagari in the early 
1980s. President Shagari announced a grand public 
housing project, for which his government ordered 
vast quantities of cement—more, it turned out, than 
Nigeria’s ramshackle ports could cope with. Ships 
loaded with cement formed a queue stretching for 
miles outside Lagos harbour, creating a spectacle 
that commercial pilots would take a detour to gawp 
at, and racking up months of demurrage fees. Mean- 
while the officials responsible were making a for- 
tune from selling cement import licences. 

Perhaps the most egregious example of point- 
less extravagance is the capital city itself. Abuja was 
conceived as a symbol of national unity, a new capi- 
tal in the centre of the country, unburdened by con- 
nections with any of Nigeria’s many squabbling eth- 
nic groups. Instead, it became a symbol of the 
profligacy of the regime of General Ibrahim Ba- 
bangida (1985-93), which sank billions into the pro- 
ject and produced a glittering ghost town. Noordin- 
ary Nigerian can afford to live there, but no state 
governor can afford not to make regular begging 
trips to the capital. 

In the world corruption rankings compiled by 








Abuja is a picture to behold 


Transparency International, a Berlin-based 
| consultancy, Nigeria has consistently been 
among the worst offenders. Last year it was 


beaten only by neighbouring Cameroon. 
The pilfering continued right until the end of 
General Abubakar’s transitional govern- 
ment. In the last months of military rule, a 
flurry of public contracts went to well- 
connected firms. Nigeria’s foreign-exchange 
reserves shrank from $6.7 billion at the end 
of 1998 to $4 billion at the end of March 1999. 
The new democratic govemment seems 
determined to clean up this mess somehow 
or other. But having sacked a few powerful 
thieves is not enough. The whole Nigerian 
political system, built up in a series of unfor- 
tunate steps over the past 40 years, tends to 
encourage corruption. To curb it, Mr Oba- 
sanjo must change the system itself. 
— E 
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Fe a crusader against corruption, Nigeria’s new 
president has fine credentials. When he was last 
in charge of the country, he kept his fingers out of 
the till. Until last year, he was chairman of Transpa- 
rency International’s advisory council. Since assum- 
ing office, he has done many of the right things. Be- 
sides forcing the retirement of the army officers who 
most obviously grew fat on their links with the Aba- 
cha regime, he s government contracts 
dating from the last three months of General Abu- 
bakar’s transitional administration, pending a re- 
view. He has appointed more able and honest men 
torun public agencies such as the petroleum refiner- 
ies, and launched a probe into past wrongdoings. 

Only the biggest offenders will be prosecuted, 
according to Christopher Kolade, who also used to 
work for Transparency International, and whom Mr 
Obasanjo put in charge of probing the contracts 
awarded under General Abubakar. Punishing ev- 
eryone who took bribes in the past would mean 
sacking virtually the entire civil service, thereby 
bringing government to a standstill. Mr Kolade ar- 
gues that what matters is to let people know that 
from now on graft will no longer be tolerated. But 
moral admonitions will not be enough. It is tradi- 
tional for Nigerian rulers to announce a clean-up 
soon after taking office. In the past, this has usually 
meant locking up a few big shots from the previous 
regime, which may not necessarily have curbed 
baksheesh but was a handy way of getting rid of po- 
tential rivals. 

This was why Britain refused to extradite Uma- 
ru Dikko, the man in charge of the notoriously cor- 
rupt rice task force under President Shehu Shagari. 
When Mr Shagari was overthrown on new year’s 
eve in 1983, Mr Dikko fled to Britain. He was hunted 
down by the new regime, drugged, gagged and put 
in a diplomatic crate bound for Nigeria. Suspicious 
British customs officials found and released him. He 
was not sent back because Britain felt he would not 
receive a fair trial. 

So far, Mr Obasanjo’s anti-corruption drive 
seems admirably non-vindictive, but to have a 
chance of reducing corruption in Nigeria to a tolera- 
ble level Mr Obasanjo needs to make two drastic 
changes. First, he must reduce the temptation to 
seek bribes by paying bureaucrats adequately. Sec- 
ond, he must loosen the state’s grip on the economy. 
This is not only desirable in itself, it will also reduce 
the power of officials to extort rents from Nigerian 
business. 

Given the government's precarious finances, 
paying public servants properly will not be easy. In 
the past, civil-service salaries were reviewed only 
occasionally. Typically, they would be lifted to a 
fairly generous level when the oil price went up and 
then frozen for several years, so that Nigeria’s high 
inflation rapidly reduced them to less than a living 
wage, even if they managed to get paid. Civil ser- 
vants had the choice of taking an extra job or trou- 
sering bribes. Many chose bribes. Mr Abubakar’s 
transitional government approved a substantial 
pay increase, but how much of this extra money will 
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reach civil servants remains to be seen . 

Lower-rung government employees are used to 
being paid late or not at all. Central-government 
revenues fluctuate wildly with the oil price. These 
fluctuations are reflected in the payments that trick- 
le down to teachers, nurses and so on, and can be ex- 
acerbated if the officials in charge of disbursing their 
salaries are dishonest. Many state and local gov- 
ernments have not published audited accounts for 
10-15 years, so a lot of money seeps away as it passes 
through the system. This is one reason why so many 
schools and clinics in Nigeria barely function. Un- 
paid staff are reluctant to show up for work. Those 
who do turn up often find that there is no budget for 
day-to-day running costs. 


So much to do, so 
hard to do it 


Exorcise the ghosts 

One way to free up funds to pay civil servants prop- 
erly would be to reduce their number, starting with 
the unknown but certainly huge number of “ghost” 
workers who get paid even though they are dead, or 
who never existed in the first place. Their salaries are 
pocketed either by relatives or by the officials who 
invented them. This kind of graft will be hard to 
curb until regular payroll records are kept. 

To reduce the opportunities for corruption, fun- 
damental changes will be needed to the way the Ni- 
gerian economy works. The instincts of the generals 
who have ruled Nigeria for most of the time since 
independence have been dirigiste. In the late 1960s 
and early 1970s they absorbed the ideas that were 
then fashionable: that governments of developing 
countries should seize the commanding heights of 
the economy, that the state should direct invest- 
ment into “strategic” sectors such as heavy industry, 
and that all sorts of subsidies and controls were nec- 
essary to nurture and protect domestic agriculture 
and nascent manufacturers. Doubtless they sincere- 
ly believed all this. Their belief may have been rein- 
forced, however, by the discovery that they could 
also direct money into their own pockets. 

Contracts for building strategic factories were 
often parcelled out among firms owned by mem- 
bers of the tender board. Controls imposed costs 
that businessmen were prepared to pay bribes to 
avoid: in Nigeria, getting a licence to do more or less 
anything productive has for decades been condi- 
tional on handing over large amounts of cash. Subsi- 
dies were generally stolen before they reached their 
intended beneficiaries. Monopolies led to dreadful 














Behind almost everyone 
Development 

available (eur of 174) os per ttoge tive births nA, % obo 
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Indonesia 105 65.1 45 85.0 65 
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Nigeria 146 501 112 595 50 
Côte d'ivoire 154 46.7 30 42.6 72 
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But can Obasanjo deliver? 


service and a tradition of demand- 
ing bribes to make it less so: a few 
thousand naira to have a tele- 
phone line installed in days rather 
than years, a few thousand more 
to get power lines mended. 

Past attempts at reform have 
failed, not least because so many 
Nigerians in top positions have 
benefited personally from bad 
policies. For example, in 1986, a 
year in which oil prices halved 
and Nigeria’s finances accordingly 
fell into disarray, Ibrahim Baban- 
gida, the then ruler, tried to liber- 
alise his way out of the mess. He 
adopted an imr-style “structural 
adjustment” programme which 
involved setting the exchange rate 
free, abolishing import licences, 
slashing tariffs and removing most 
price controls. The programme 
failed, for two reasons. First, Gen- 
eral Babangida was too preoccu- 
pied with political problems to fol- 
low through his reforms, and 
second, vested interests resisted 
any kind of liberalisation. When one opportunity 
for graft was closed (such as import licences), offi- 
cials created another, such as embezzling the gov- 
ernment’s windfall from devaluation. The fiscal def- 
icit ballooned to almost 10% of cpr. Ordinary 
Nigerians agitated for democracy. General Babangi- 
da called an election in 1993, but annulled it as soon 
as it became clear that his candidate had lost. When 
Sani Abacha, his defence minister, grabbed power, 
he re-imposed many controls on the economy. 

Mr Obasanjo has taken effective action to start 
expunging the virus of state intervention from the 
Nigerian economy. Most important, he has liber- 
alised the exchange rate again. Under Abacha, the 
naira was grossly overvalued, but only the ruler’s 
cronies could buy hard currency at the official rate. 


They could thus make millions in minutes by buy- 
ing dollars cheaply and selling them expensively on 
the black market to businessmen who needed them. 
Now, although the naira is not yet fully convertible, 
its rate is set daily at more or less market levels, and 
oil companies are allowed to sell dollars direct to 
anyone who wants to buy them. So the gulf between 
the official and the black-market exchange rate has 
all but vanished, and with it the opportunity for ar- 
bitrage. Mr Obasanjo has also ended the scam 
whereby officials deliberately created petroleum 
shortages to drive up the black-market price, thus 
enabling them to make a huge profit on reselling fuel 
bought at low official prices. The price at the pumps 
is still fixed by the government, but no longer at ab- 
surdly low levels. 

The new president professes to have embraced 
market economics, but he does not seem to have 
conquered his statist instincts entirely. The Petro- 
leum Trust Fund has been abolished, but Mr Oba- 
sanjo still has a minister in charge of “special pro- 
jects”. He seems to believe that corruption can be 
eliminated by appointing honest men. This is clear- 
ly a good idea, but so is the introduction of checks 
and balances that make it harder to waste or steal 
public funds. Worryingly, Mr Obasanjo has prom- 
ised to re-introduce fertiliser subsidies. He nightly 
points out that stimulating agriculture is the quick- 
est way to raise large numbers of Nigerians out of 
poverty, and that lots of rich countries also subsidise 
farming. Yet when the fertiliser subsidy was tried be- 
fore in Nigeria, it was a spectacular failure. The en- 
tire subsidy was swallowed by middlemen, and fer- 
tiliser supplies became erratic because so much was 
smuggled abroad. 

For Nigeria to recover, Mr Obasanjo must create 
a climate conducive to doing business. Neither for- 


eigners nor Nigerians (many of whom have a lot of | 


money squirrelled away abroad) will invest in Nige- 
ria just because the president tells them that it is 
their moral duty to help rebuild a battered nation. 
The obvious place to start promoting investment is 
in the oil sector. 

-0 





Oil alone doesn’t make you happy 


[p HAPPENS almost every week. Youths burst into 
the offices of a foreign oil company, waving sticks 
and machetes, and take a few employees hostage. 
Their demands: money for their community, and 
jobs for themselves. In any other part of the world, 
this would not be a good way of making a job appli- 
cation. But in the Niger delta it sometimes works. 

About 2m barrels of oil are pumped out of the 
delta’s mangrove swamps every day, providing Ni- 
geria with a variable but large chunk of its Gpr (see 
chart 5, next page), over 90% of its export earnings 
and almost all its tax revenue. Since the 1970s, the 
delta has generated hundreds of billions of dollars, 
but the people who live here have barely benefited. 
Despite all the energy the region produces, many of 
them have no electricity. Their nights are lit only by 
the gas flares atop the oil rigs, which spew out pol- 
lutants that cause acid rain. 

What the central government did not grab, local 


politicians stole or wasted. Complaints addressed to 


the old regime often landed the complainants in jail, | 


or worse. When Ken Saro-Wiwa, a writer and cham- 
pion of the Ogonis, a small delta tribe, was hanged 
in 1995, people got the message, and took to raising 
their grievances direct with the oil companies. 

The quickest way to capture an oil firm’s atten- 
tion is through violence. Since President Obasanjo 
came to power, dozens of oil workers have been kid- 
napped. Most are released unharmed. The oil firms 
insist in public that they do not reward extortion. 
“The best security is to be welcomed by the local 
community,” insists Bobo Brown, a spokesman for 
Shell, the Anglo-Dutch firm that handles about half 
Nigeria’s oil production. But the truth is that kidnap- 
ping pays. Oil companies in the Niger delta spend 
millions of dollars a year on community relations, 
on things like building schools and jetties in areas 
where they operate, and compensating those whose 
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land is polluted by oil spills. Locals have found that 
they are more likely to win a share of such goodies if 
they invade a rig or capture a company helicopter, 
and that their claims for compensation are pro- 
cessed faster. Thugs who apply for jobs by bran- 
dishing machetes are sometimes put on the payroll. 
Often they draw wages but fail to show up for work. 
The oil companies prefer it that way: oil-drilling is a 
skilled and not particularly labour-intensive task, 
and having untrained people on site could be dan- 
gerous. Paying this kind of protection money is just 
one of the costs of doing business in the delta. 

Mr Obasanjo declared last year that solving the 
problems of the Niger delta would be one of his first 
priorities. A clause in the new constitution offers a 
guarantee that at least 13% of federal oil revenues 
will be returned to the states where the oil is pro- 
duced, compared with 3% previously. Mr Obasanjo 
hopes that this will kick-start development and 
gradually ease tensions. But calming this region will 
be difficult. The oil industry employs only about 
100,000 people, so if the delta’s wretched unemploy- 
ment is to be reduced, other types of work will have 
to be found. Agriculture and fishing are the obvious 
traditional alternatives, but oil is bad for both of 
them. Leakage from ill-maintained pipes kills fish 
and renders arable land barren. Since the compensa- 
tion paid for ruined land often exceeds the likely re- 
turns from farming it, locals sometimes puncture 
the pipes themselves. Shell estimates that, of 131 
spills in 1998, 51 were caused by sabotage. Vandalis- 
ing pipes carrying inflammable liquid is hazardous. 
In one incident in 1998, about 1,000 people were 
burned to death as they scooped up free fuel from a 
large spill near the town of Jesse. 

Throwing money at the Niger delta may actually 
aggravate tensions there, as rival ethnic groups fight 
each other to claim bigger portions of the new, larger 
pie. To take one incident among many, about 50 
people were killed in November when members of 
the Oleh and Olomoro tribes squabbled over some 
water pipes that Shell was trying to donate to their 
communities. 

Violence in the delta escalated after the “two- 
million-man march” in 1998, when Sani Abacha, in 
an effort to buy a bit of legitimacy, bused people 
from around the country to Abuja and paid them to 
rally in favour of his rule. For youths from the Niger 
delta who took part in this extravaganza, the sight of 
Nigeria’s capital was a revelation. They goggled at 
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the smooth roads, the gleaming ho- Where's theha 


money had bought for their rulers. | m meeen 


tels and the splendid houses that oil 


They noted that whereas the delta | as % of GDP 
has thousands of rivers but almost 
no bridges, Abuja has hundreds of 
bridges but no rivers to speak of. 
They realised for the first time how 
badly they had been robbed, and 
have nursed an implacable sense of 
grievance ever since. 


The rich get richer 

Oil firms have yet to see any real re- 
sults from the money they have |197 75 
spent on community development. | sources mar: eu 
In the past, their goodwill money 

was channelled largely through traditional tribal 
chiefs, and often went no further. “We'd give a vil- 
lage a boat to set up a ferry business, and the chief 
would just grab it and use it as his personal tran- 
sport,” complains one oil executive. Ken Saro-Wiwa 
was hanged because he was said to have had some 
of those crooked chiefs murdered. The trial was a 
charade and the writer died protesting his inno- 
cence, but the animosity between Saro-Wiwa’s fol- 
lowers arid traditional Ogoni chiefs was real and of- 
ten bloody. 

Shell, which wants to ensure that the $38m a 
year it hands over to secure local goodwill is well 
spent, recently recruited two dozen experts from de- 
velopment agencies to monitor its community pro- 
grammes. But there is a limit to how much the multi- 
nationals can do without better local government. 
At a recent meeting between Shell representatives 
and a dozen local politicians from delta states, the 
deputy speaker of the Rivers State assembly put his 
priorities as follows: “Shell must give us water and 
light. The federal government must give us more 
money. Foreign investors must come. Then we will 
have development.” 

Against this turbulent background, President 
Obasanjo is determined to increase Nigeria’s oil pro- 
duction from 2m to 4m barrels a day by 2010, and 
proven reserves from about 25 billion to 40 billion 
barrels. In the past, one of the blocks to the invest- 
ment needed to meet these targets was the federal 
government itself. The government claims own- 
ership of all Nigerian oil. Foreign oil firms must oper- 
ate as minority partners in joint ventures with it. The 
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But Nigeria doesn’t have money to burn 
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Nigerian business 
is uncertainty 


foreigners bring most of the know-how; the gov- 
emment’s only obligation is to shoulder its share of 
the investment. In the past, it often failed to pay up. 

Under Mr Obasanjo, payments have been 
prompt, but hefty arrears remain. The new gov- 
ernment is trying to find alternative forms of fi- 
nance. This means that the oil companies will cover 
more of the up-front costs of exploration and drill- 
ing, and will in return receive a greater share of the 
profits. They also plan within the next decade to 
stop wastefully burning off the natural gas that is 
found with the oil. Instead, this gas will be turned 
into fertiliser, or liquefied and sold as fuel. This rath- 
er obvious strategy was first mooted 30 years ago, 









but never implemented. 

“The government is serious about oil,” says Eg- 
bert Imomoh, the senior Nigerian director at Shell. 
“We are confident that things will get better.” But 
doing business in the Niger delta wil! continue to be 
hair-raising for years to come. “Community dis- 
ruptions”, as Shell calls them, have grown more fre- 
quent. In 1997 the firm suffered 106 such incidents, 
last year almost twice as many. In November Mr 
Obasanjo sent troops into the delta to quell unrest. 
The violence regularly prevents oil firms from hon- 
ouring commitments to buyers. And spare parts are 
hard to come by in a region which some foreign sup- 
pliers shun for fear of being kidnapped. 


—— ee 





Striving amid chaos 


Ot firms have their own particular problems, 
but they share more general headaches with 
every other kind of business in Nigeria. The tele- 
phones rarely work. Electricity comes in “periodic 
vengeful surges...as if the god of lightning has 
...taken personal charge”, as Wole Soyinka puts it. 
When the traffic police knock off for lunch, cars 
soon become so gridlocked that crippled beggars on 
hand-propelled skateboards outpace the motorists 
on whose windows they imploringly tap. Getting to 
appointments on time is tricky. Reliable services are 
so hard to come by that firms barter contacts: we'll 
let you share the electricity from our generator if you 
can help us find spare parts for it. 

Firms wanting to set up in Nigeria are faced with 
a problem known locally as “syor” (Bring Your Own 
Infrastructure). Cadbury Nigeria, for instance, in the 
absence of reliable power or water suppliers, gener- 
ates eight megawatts of its own electricity and drills 
2,500 feet down to obtain the 70,000 gallons of water 
an hour it needs for its Lagos food-processing plant. 
Since the water spurts out at 80’c, it has to be cooled 
before it can be used. According to Bunmi Oni, the 
firm’s managing director, syo1 adds at least 25% to 
operating costs. Many Nigerian firms, particularly 
the state-owned ones, devote little effort to main- 
taining their equipment, so it often breaks down. 
Capacity utilisation in the manufacturing sector is a 
miserable 28%. One European factory boss in Lagos, 
pestered by head office to draw up contingency 
plans for coping with the millennium bug, scoffed: 
“If everything breaks down on January ist, how will 
we notice the difference?” 

Fraud, too, is a big problem. For decades, honest 
toil has been less well rewarded in Nigeria than 
swiping public funds or swindling fellow citizens. 
Abroad, the country has become a byword for ad- 
vance-fee scams and drug-peddling. But the biggest 
sufferers at the hands of Nigeria’s ingenious crimi- 
nals are the Nigerians themselves. Laden lorries dis- 
appear. Accounts remain unpaid. Subscribers to the 
awful national telephone monopoly, NITEL, some- 
times find their bills hugely swollen because their 
lines have been rented out at night to people who 
want to call their relatives in Europe and America. 

Francis Fukuyama, an American social scientist, 
a few years ago wrote a book arguing that only soci- 
eties whose people trusted each other, and their in- 


stitutions, would be able to compete successfully in 
the global economy. If he is right, then Nigeria is in 
trouble. Most Nigerians avoid paying taxes, not least 
because they assume their money will be filched. 
Businesses do not extend credit to customers, be- 
cause they do not expect to get paid. Banks do not is- 
sue credit cards, and shops do not accept them. Per- 
sonal cheques are out of the question. Guests at 
plush hotels must pay in advance, in cash, not only 
for the room but also for any meals the manager 
thinks they may eat or telephone calls they may 
make. Foreigners paying with dollars must wait 
while each bank note is scanned to detect forgeries, 
and the serial number of each bill is painstakingly 
recorded to make sure the staff resist temptation. 

Because Nigerians do not trust each other, they 
have to pay cash for more or less everything. Until 
very recently the highest-denomination banknote 
was 50 naira (worth a mere 50 cents). The gov- 
ernment introduced a 100-naira note last month, 
and has promised a 200- and 500-naira note in May, 
but until then counting out the cash for a restaurant 
bill can still take several minutes. Business travellers 
must carry around suitcases full of naira. Nigeria’s 
banks have made so much money from foreign- 
exchange arbitrage that few bother much with or- 
dinary customers. Small-time traders fear that busi- 
ness opportunities will disappear in the time it takes 
to make a withdrawal, so they keep their working 
capital stuffed in cocoa jars. And the banknotes 
themselves, after so much handling, are dirty and 
smelly. A study by researchers at Lagos university 
found that 86% of them were infested with the sorts 
of microbes that cause diarrhoea. 


How to win without cheating 

Doing business in Nigeria is difficult, but it is not im- 
possible. That nothing works is both an obstacle and 
an opportunity. It may be frustrating, but it also less- 
ens the competition. Consumers get so little choice 
that any firm providing half-way decent goods or 
services against the odds can do nicely. 

Nigeria, for instance, a joint venture by several Nige- 
rian banks, has developed a welcome alternative to 
cash. The firm produces an “electronic purse”—a 
plastic card with a memory chip embedded in it 
that can be loaded with credit from the customer's 
bank account. This “virtual money” can then be 
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spent at shops, hotels and restaurants. 

The Smartcard is aimed at Nigeria’s middle class, 
which is small as a proportion of the population, 
but large in absolute terms. After a successful pilot 
run in Lagos, involving 24,000 cardholders and 200 
merchants, Patrick Merino, the firm’s managing di- 
rector, now hopes to attract a million customers 
within three years. Credit cards, he reckons, will 
take at least five years to get established in Nigeria, 
| so he predicts handsome profits for his venture. 
| Another success has been the growth of private 
airlines. Firms such as Bellview Airlines have taken 
advantage of the low reputation of the national car- 
rier, Nigeria Airways. Over 95% of passengers on in- 
ternal flights now use private carriers, which are 
cheap and fairly reliable. Flying between Nigerian 
airports is still not as safe as it should be. One hazard 
is hold-ups on runways in which the robbers force 
open the hold and steal the luggage. Worse, an orga- 
nisation calling itself the “Association of Unem- 
ployed Pilots in Nigeria” recently issued a thinly 
veiled threat to sabotage airlines that hire foreign pi- 
lots instead of locals. Yet Nigeria’s airports are less 
hellish than they were. In the early 1990s, passengers 
had to hand over fistfuls of bribes to get through 
customs and passport control. But on a recent trip 
your correspondent was asked for nothing more 
than a ballpoint pen in return for not having his bag 
searched. And flying is much safer than travelling 
by road, where potholes, drunken drivers and bri- 
gands await travellers. As the Daily Sketch, a Nigeri- 
an newspaper, put it: “Nigerian roads eat more regu- 
larly than battlefields.” 


Guinness made good 


Some companies have prospered through sheer 
doggedness. Guinness Nigeria, for example, strug- 
gled in the early 1990s as incomes fell, but it bounced 
back. By determinedly cutting its costs and squeez- 
ing its suppliers, it made a return of 23% on its assets 
last year. Nigeria is the world’s third-biggest market 
by volume for the company’s thick dark beer. Matt 
Murphy, the managing director of the firm’s Nigeri- 
an operation, cites low labour costs, a large market 
and sexy advertising as reasons for its success. He 
might also have mentioned the lack of competition. 
The Nigerian beer market is essentially a duopoly, 
split between Nigerian Breweries, which is part- 
owned by Heineken, and Guinness Nigeria. The 
country’s poor infrastructure has put most interna- 
tional brewers off, but Guinness has been selling 
beer in West Africa since the 19th century, and set up 
its first brewery in Nigeria in 1962. 

In his book “Managing Uncertainty”, published 
in 1998 by Spectrum Books, Pat Utomi of the Lagos 
Business School argues that a prerequisite for suc- 
cess in Nigeria has been the ability to adapt to a fick- 
le political environment. Bankers, for instance, have 
had to cope with the deregulation of interest rates in 
1987, re-regulation in 1991 and deregulation again in 
1992. Under Abacha, who had no coherent ideas 
about economics but was able to rule by fiat, policy 
twirled like a weathervane. One of Abacha’s numer- 
ous finance ministers announced the lifting of a ban 
on rice imports, but had a note slipped to him short- 
ly afterwards, when he was making a speech on tele- 
vision, to say that the president had reconsidered 
and that the ban would remain. Even now, regula- 
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Frightfully bad for business 


tions change back and forth, tariffs yo-yo, and per- 
mission to do something as innocuous as making a 
new type of sweet can take six months. 

Business can begin to bloom in Nigeria only 
when there is less uncertainty. The new government 
has shown some commitment to fiscal and mone- 
tary discipline, which is a good starz, although with- 
out knowing what the oil price will be, the size of the 
budget deficit is hard to predict. Inflation, it is 
hoped, will stay within manageable bounds. Bu- 
reaucratic delays are being reduced by Mr Obasan- 
jo’s anti-corruption campaign. But the most impor- 
tant thing the government can do to get things 
moving is to privatise the service providers whose 
incompetence forces businesses to resort to BYOI. 

Unfortunately the government does not seem to 
grasp the urgency of this task. Its stakes in firms 
quoted on the Lagos stock exchange were to have 
been sold last year, but the deadline has been put 
back to May 2000. Telecoms policy is confused. The 
government says it wants to break up NITEL’s mo- 
nopoly and sell part of its stake this year. But a poli- 
cy paper published last October reinforced the mo- 
nopoly by barring private firms from offering 
international calls, and raising the licence fee for 
launching a Gsm mobile network in Nigeria to a ri- 
diculous $100m. Philip Asiodu, the president's econ- 
omic adviser, says that both policies will be re- 
viewed. On privatisation in general, he argues for 
caution. “It is important to do it right,” he says. “We 
do not want to privatise Russian-style.” 

Fair enough. Sales to cronies, or deals that simply 
transform public monopolies into private ones, will 
not benefit Nigeria. Bidding must be transparent. Be- 
fore there can be fair competition in the telephone 
and power markets, clear regulations must be in 
place. But dawdling incurs its own costs. The sooner 
publicly owned firms are sold, the sooner the gov- 
ernment can start paying off its debts, and perhaps 
bring interest rates down from their present rate of 
around 30%. The sooner private-sector managers are 
brought in to sort out Nigeria’s utilities, the sooner 
Nigeria will be a tolerable place to do business. 
—— 
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Being poor in the 
city is grim; in the 
country even 
grimmer 
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Cold comfort farm 


EROPLANES and smartcards are all very well, 
but they barely register with Nigeria’s large 
number of poor people. In 1997, one Nigerian in two 
lived on less than 30 cents a day, says the Federal Of- 
fice of Statistics. The figures are not all that reliable, 
but there is little doubt that poverty in Nigeria is 
widespread and became more so for most of the 
1990s. Walk around the slums of Ibadan or Warri, 
and you will see the destitute densely packed into 
filthy, dank shacks, dark inside or occasionally lit 
with a dim kerosene lamp. Many of the urban poor 
are recent migrants from the countryside. The pro- 
portion of Nigerians living in towns swelled from a 
fifth in 1963 to well over a third in 1991, according to 
the United Nations Development Programme. Mil- 
lions of peasants left their fields in pursuit of a little 
piece of the country’s oil wealth. When successive 
oil booms bust, many were thrown out of work. 
Government could no longer afford to pay street 
cleaners, bureaucrats could no longer afford domes- 
tic servants, and the restaurants, nightclubs and 
shops formerly fuelled by petronaira closed down. 
There are still crumbs falling from the tables of 
the oil-rich, but not as many as before, and more 
people are pursuing them. Motorists stuck in traffic 
can buy pawpaws, nuts or a car wash from one of 
dozens of hawkers. At the golf course in Lagos, 
where bankers and oil executives relax, a whole hi- 
erarchy of crumb-catching can be watched in ac- 
tion. It costs about $20 to play; the caddymaster de- 
mands $10 for the brief moment it takes him to 
assign a caddy to each golfer; and the caddies, top of 
the heap of manual workers, are paid $2 for four 
hours of humping a heavy bag. Below them in the 
pecking order come the “sweepers”, who for a few 
coins flatten a path to the hole for the golfer’s ball 
across the bumpy dirt of the putting surface; and 
then the half-naked men who dive into the oily, 
stagnant water hazards to grope for wayward golf 
balls, which they clean and sell for a pittance. Add to 
this the barmen, the boiled-egg sellers and the shoe- 
polishers, and the average golfer probably pays ten 





different people during the course of a single round, 
and turns away disappointed dozens. 


The poor congregate in Nigeria’s cities because 


life in the countryside is grimmer still. It should not 
be. The country has wonderfully fertile soil, suitable 
for growing a variety of valuable crops. But after de- 
cades of neglect, Nigerian agriculture is falling far 
short of its potential. For example, large parts of the 
country offer just the right conditions for growing 
cocoa beans of exceptionally high quality; and yet 
cocoa production in Nigeria has tumbled from over 
300,000 tonnes in 1970 to little more than half that 
last year. In nearby Ghana and Côte d'Ivoire, cocoa 
is a reliable export earner and big employer of rural 
labour. In Nigeria, it is a sad reminder of the coun- 
try’s wasted opportunities. 

Other crops have similarly been allowed to 
wither. The conditions for growing rubber in Nigeria 
are ideal, but the country produces perhaps only a 
tenth as much as it could. Palm oil, used in soap, lu- 
bricants and industrial fats, was the staple of Nige- 
ria’s commerce with the outside world in the period 
between the banning of the slave trade and the dis- 
covery of petroleum. Today, palm leaves still pro- 
vide the thatching for Nigerian houses and palm 
planks the walls, but exports of palm oil are stag- 
nant. In the 1950s, Nigeria supplied Indonesia with 
its first palm seedlings. In 1970, Indonesia produced 
half as much palm oil as Nigeria. By 1991, it was pro- 
ducing three times as much, and in the mid-1990s 
Nigeria started to import Indonesian palm oil. Nige- 
ria’s exports of other formerly lucrative crops, such 
as groundnuts and cotton, have virtually ceased. 


Man-made misery 


Nigerian agriculture has been scuppered by a com- 
bination of oil and poor policies. The first oil boom 
brought a sudden flood of foreign currency, much of 
which went on building swanky new government 
buildings and making life comfortable for managers 
at state-owned companies. Working in construction 
and services suddenly became more rewarding than 
farming, so a lot of peasants threw away their hoes 
and surged into the cities. At the same time the oil 
exports strengthened the naira, making other Nigeri- 
an exports, such as cash crops, less competitive. 
Even when the boom ended, the currency remained 
overvalued, because the government imposed con- 
trols to protect it, fearing that devaluation would 
spark inflation. 

Bad policies over the years added to Nigerian 
farmers’ gloom in a number of ways. Subsidies such 
as those for fertiliser benefited only the middlemen. 
Marketing boards, to which farmers were obliged to 
sell most exportable crops, had originally been set 
up to ensure that farmers got a reasonable price for 
their produce, but the prices were set too low, so the 
boards imposed a hefty implicit tax on impover- 
ished peasants. The boards were not abolished until 
the mid-1980s. That decade also brought a number 
of import bans, including one on wheat which, 
along with subsidies for domestic wheat-growing, 
was meant to stimulate Nigerian agriculture. Some 
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regions where land was unsuitable for wheat-grow- 
ing grew little or no wheat but pocketed the hand- 
outs anyway. A bread shortage followed. 

Policy was not only poor, it was also unpredict- 
able. For farmers, who were already subject to the 
vagaries of the weather and of world commodity 
prices, that created special difficulties. Not knowing 
whether the government would manipulate the 
prices of their products up or down, they were dis- 
couraged from investing in higher-yielding crops 
and more efficient methods of production. The 
green revolution, which boosted agricultural pro- 
ductivity throughout the developing world, passed 
Nigeria by. 

Under the new government, things are looking 
up a little. The naira is no longer absurdly overval- 
ued, so Nigeria's agricultural exports need not be un- 





Pick your parasite 

IGERIA’S climate may be lovely for cocoa trees, 

but it is harsh for people. In 1805 Mungo Park, a 
Scottish explorer, led a 45-man expedition to find 
the source of the river Niger, but illness put an end to 
the adventure. The only European in the group not 
to succumb to malaria was Park himself, and he was 
killed by local tribesmen. Nigeria’s debilitating heat 
and swarms of mosquitoes are perhaps the main 
reason why British colonisers never settled in large 
numbers. But the conditions are not particularly 
healthy for local people either. In Nigeria, as in ma- 
ny tropical countries, there is a greater incidence of 
disease than in more temperate climes. Some econo- 
mists think this slows down development. Most of 
the world’s poorest countries are in the tropics. Pov- 
erty aggravates health problems: the poor often can- 
not afford vital medicines or adequate food. And 
poor health, in turn, aggravates poverty. 

In many parts of Nigeria people are subjected to 
hundreds of infectious mosquito bites each year, 
making it hard to avoid contracting malaria. Every 
workplace is regularly disrupted by it. The health 
ministry has no idea how many Nigerians die of the 
disease each year, but reckons that over a million are 
seriously sickened by it. 

Half of the Nigerian population has no access to 
safe drinking water; many women walk hours every 
day to fetch the precious stuff, balancing pots on 
their heads. Water-bome parasites and bacteria 
thrive. The most deadly consequence is probably 
diarrhoea, which makes 400,000 Nigerians seriously 
ill each year. The condition is cheap to treat: all it 
takes is a few cents’ worth of rehydration salts. But 
for poor families living miles from the nearest phar- 
macy, such remedies are often unavailable. 

Nigerian health workers have notched up some 
successes, for instance against river blindness and 
guinea worm. About 35m Nigerians live in areas 
where they risk picking up Onchocerca volvulus 
parasites that burrow into the eyes and cause blind- 
ness. River blindness used to disable huge numbers 
of Nigerians, but the disease has been brought large- 
ly under control by the use of ivermectin, a drug do- 
nated by Merck, an American drug firm, that kills 
the pest in its human host. Nigeria’s progress in 
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competitive. But the reintroduction of fertiliser sub- 
sidies is a backward step. 

Other reforms would be more useful, starting 
with the simplification of the rules governing land 
ownership. At present the state technically owns al- 
most all agricultural land, and farmers have only a 
vaguely defined right to farm it after several years of 
incumbency. The system has many local variations, 
but nowhere is ownership clear enough for small 
farmers to be able to use the soil as collateral for rais- 
ing loans to buy better seeds, plant new cocoa trees 
and generally improve productivity. Other things 
the government could do include patching up the 
rural infrastructure, and perhaps encouraging the 
creation of a commodities futures exchange. But 
what it needs to do more than anything else is to 
keep its policies consistent. 

n = Š » 





Down with guinea worm 


curbing guinea worm, a parasite that can keep its 
victims off work for months, is equally heartening. 
Microscopic guinea worm eggs enter humans via 
water fleas, swallowed when drinking dirty water. 
The worm grows up to three feet (almost a metre) in 
length, causing fever, pain and fatigue. It can be re- 
moved only after it has burst through the skin. The 
hapless host must then spend weeks or months 
gently tugging it out. Following a global campaign 
led by the World Health Organisation and others, 
Nigerians in areas at risk now use filters to strain 
fleas out of their drinking water. The incidence of 
guinea worm infestations has dropped from about 
700,000 a year a decade ago to about 13,000. 

In other respects, however, health care in Nige- 
ria has deteriorated. Immunisation was quite sys- 
tematic in the 1980s, but collapsed under the Aba- 
cha regime. Basic clinics, long neglected by Nigeria’s 
military rulers in favour of big, prestigious hospitals, 
are in tatters. It is left to non-governmental organisa- 





Nigeria is an 
unhealthy place to 
live, in all sort of 
ways 











Up with life expectancy 


Nigeria has not 
only a north-south 
divide, but a 
multitude of other 
fault lines too 





tions to teach elementary health precautions 
to ordinary Nigerians, and to discourage 
harmful traditions, such as sharing tribal 
skin-marking knives. The hospitals have 
crumbled too: previous governments were 
generous with the funds to build them, but 
made little or no allowance for their mainte- 
nance or running costs. Budgeting was usual- 
ly chaotic. 


The worst is yet to come 


The new health minister, Tim Menakaya, has 
impressed foreign donors with his energy. 
Unlike his predecessors, he sensibly empha- 
sises primary care, prevention and inocula- 
tion, the measures that save the most lives for 
the fewest naira. The challenge is immense. 
Almost a fifth of Nigerian children die before 
their fifth birthday. Nearly half of the under- 
fives are stunted because of poor nutrition. 
Mothers have large families—an average of 
six children per woman—because they ex- 
pect to lose some of them in infancy. Life ex- 
pectancy in Nigeria has stuck at about 50 
years, and that may soon drop as large numbers of 
Nigerians start to die of Arps. 

The first cases of Arps in Nigeria were reported 
in 1986, and surveys conducted in the first half of the 
1990s suggested that the virus was spreading rapid- 
ly. Hıv prevalence among Nigerian adults was esti- 
mated to be 1.8% in 1990, 3.8% in 1994 and 4.5% in 
1995. Under Abacha, Arps research was neglected, 
but a new survey, published in December, found 
that in the country as a whole 5.4% of adults were in- 
fected, and in some areas Over 20%. As a percentage 
of the population, these figures are less dreadful 
than those in, say, Zimbabwe or Zambia, but be- 
cause Nigeria has so many people, the absolute 
numbers are staggering: the country can expect at 
least 5m Arps deaths in the next ten years, and that 
may be only the beginning. 

Some Nigerians are aware of the danger. The first 
death from aps of a Nigerian celebrity—the Afro- 
beat star Fela Kuti in 1997—brought grim publicity 
for the disease. A number of newspapers recently 


Fissiparous folk 


N OCTOBER last year, Ahmed Sani, the governor 

of Zamfara, declared that his small northern state 
would henceforth be subject to sharia (Islamic) law, 
citing Saudi Arabia as his model. He has encouraged 
the growing of beards, although they are not being 
made mandatory, and banned prostitution and the 
sale of alcohol. Thieves may have their hands cut 
off, but only in “extreme” cases. The announcement 
caused uproar. Despite Mr Sani’s assurances that 
sharia courts would try only members of Zamfara’s 
Muslim majority, the state’s Christian minority is 
terrified. Muslim leaders who favour a secular state 
are afraid to speak out for fear of being branded un- 
Islamic, a label that could prove hazardous. News- 
papers, most of which are Christian-owned, con- 
demned the move, predicting that it would spark an 
exodus of Christians and lead to the break-up of the 


ran frightening (but possibly accurate) reports on 
the level of infection among Nigerian soldiers re- 
turning from peacekeeping duties in Sierra Leone 
and Liberia. But most Nigerians see aips as a disease 
that afflicts only foreigners, because they have yet to 
see friends or relatives waste away. “There is no 
sense of panic yet,” says Professor Lawrence Adeo- 
kun, a director of the Association for Reproductive 
and Family Health in Ibadan. “But there should be.” 

Mr Menakaya takes the virus seriously, and is 
working with the World Bank to set up a prevention 
programme this year. The first step will be to im- 
prove the screening of blood for transfusions, which 
at present account for a significant share of infec- 
tions. The next step, trying to persuade people to 
change their sexual habits, will be as tricky in Nige- 
ria as anywhere else. Polygamy is common—almost 
a quarter of married men have two or more wives— 
and promiscuity and prostitution are widespread. 
Poverty prevents many Nigerians from taking anti- 
biotics for venereal diseases, and untreated genital 
sores make H1v transmission more likely. Female 
genital mutilation, to which about half of Nigerian 
women have been subjected, can lead to bleeding 
during sex, which is similarly risky. Only one Nigeri- 
an woman in ten practises any form of birth control, 
which rarely involves condoms. Many Nigerians re- 
main ignorant of how the virus is transmitted; few 
realise how widespread it already is. 

The impact of aips on the Nigerian economy is 
as yet hard to predict. Output may be affected only 
gradually. With unemployment high, firms that lose 
staff will have little trouble replacing them. For the 
oil industry, which employs a relatively small num- 
ber of people and imports some of those with essen- 
tial engineering skills, world oil prices will have a far 
greater effect on the bottom line. But the effect on 
the welfare of ordinary Nigerians could be cata- 
strophic. Arps patients linger before they die, so rela- 
tives may have to stop work to look after them. 
When breadwinners sicken, household incomes 
plummet just as medical bills soar. In ten years’ 
time, the number of Nigerian children orphaned by 
alps could exceed the total population of neigh- 
bouring Benin or Chad. 
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country. So far this has not happened, but in De- 
cember Kano state said it, too, would adopt sharia. 
Other majority-Muslim states may follow. The de- 
bate highlights one of Nigeria’s most enduring pro- 
blems: holding together a country with such a di- 
verse and fractious population. 

Northern Nigeria is mainly Muslim. The south is 
mainly Christian and animist. The middle belt is 
mixed. Nigerians sometimes refer to the “mistake of | 
1914”, when British colonial cartographers united 
northern and southern Nigeria by the stroke of a 
pen. Antagonism between north and south is not 
simply about religion; it is a tribal matter, too, with 
deep historical roots. The British sought to avoid reli- 
gious turmoil by discouraging Christian missionar- 
ies from trying to convert northerners. As an unin- 
tended consequence, almost all of Nigeria's 
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western-style schools were built in the south, and 
business in both the north and the south was also 
dominated by southerners. By contrast, the army 
was mainly the preserve of northerners, because the 
British thought they made better leaders. 

These northern officers first seized power in 
1966, ostensibly to prevent tribal and religious differ- 
ences from tearing the country apart. Privately they 
also feared that, with the British gone, wealthier, 
better-educated southerners would quickly come to 
dominate the whole country. The northern generals’ 
insecurity also coloured their economic policies. Ac- 
cording to the World Bank, “Northern elites feared 
that they would lose in an unrestricted commercial 
contest, so they used the state to restrict the opera- 
tion of market capitalism.” 


Subdivide and rule 


The north-south divide is not the only fault line in 
Nigeria. The country is home to at least 250 ethnic 
groups, many of whom seem to dislike each other 
and are keen to let everybody know about it. Nigeri- 
an comedians play endlessly on ethnic stereotypes: 
Yorubas are noisy, Ibos are tight-fisted and Hausas 
are dim, to list only the three most common. 

Between 1967 and 1970, the south-eastern part of 
Nigeria tried to secede. The discovery of oil in the re- 
gion may have added to the fervour with which the 
Ibos, the largest ethnic group there, fought for an in- 
dependent “Biafra”, and the equal fervour with 
which the northern Muslim-led army fought to keep 
Nigeria intact. But the Biafran war was mainly about 
ethnic and religious differences. Roughly a million 
people died, mainly of war-induced starvation and 
disease. Desperate to prevent a repeat, subsequent 
governments have worked hard to appease ethnic 
interests, sometimes with bizarre results. 

Small ethnic groups, hoping to lay their hands 
on more of the oil money, have split the Nigerian 
federation into ever smaller chunks: from four re- 
gions in 1963 to 36 states today (see map). This has 
caused endless complexity. For instance, state gov- 
ernments hoping to privatise state-owned firms of- 
ten find that the state which originally set up the 
firm has been split into several smaller ones, none of 
whose leaders can agree on how to proceed. Politi- 
cians’ habit of giving jobs and contracts to their own 
ethnic group fosters what Chinua Achebe calls a 
“cult of mediocrity”. In Nigeria, he says, “it would be 
difficult to point to one important job held by the 
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most competent person we have.” 

Communalism has prevented the emergence of 
political parties based on ideology. When allowed 
to vote, Nigerians have tended to support someone 
from their own ethnic group, which means that pol- 
iticians do not need ideas to get elected. Tribal loyal- 
ty also explains why so many Nigerians have 
shamelessly plundered the state. According to Egho- 
sa Osaghae, a political historian, many Nigerians re- 
garded the state itself as an alien transplant: 

It is a popular Nigerian saying, which took root under colo- 
nial rule, that ‘government's business is no man's business’. 
There was thus nothing seriously wrong with stealing state 
funds, especially if they were used to benefit not only the 
individual but also members of his community, 

President Obasanjo, a Biafra veteran himself, 
sincerely wants to ease ethnic tensions. A Yoruba 
who drew most of his electoral support from non- 
Yorubas, he is one of the few Nigerian politicians 
whose loyalties are not determined by his tribal ori- 
gins. He is now trying to divide federal funds more 
equitably among the states while reducing incen- 
tives for further division. His swollen cabinet con- 
tains at least one member from each of the 36 states. 
But it is impossible to satisfy everyone. 

Since federal money is, at least in theory, allocat- 
ed to the states on the basis of population, Nigerian 
censuses have in the past been marred by fraud and 
violence as each group sought to inflate its numbers. 
Nobody really knows how many people Nigeria 
has. The most recent census, in 1991, put the total at 
88.5m. In 1998, the government's estimate was 
108.5m, and the United Nations’ 121.8m. Most tribes 
say they have been undercounted and underpaid. 

Since the end of military rule, communal vio- 
lence has increased, perhaps because the police no 
longer suppress it so forcefully. Christians fight 
Muslims in the north, ljaws and Itsekiris torch each 
other's homes in the Niger delta, Yoruba youths lob 
“magic bombs’—eggshells filled with sulphuric 
acid— at members of other tribes in Lagos. Since Mr 
Obasanjo took office, at least 1,000 people have died 
in ethnic clashes. Some observers predict that Nige- 
ria will fall apart, like Yugoslavia cr Congo; but most 
Nigerians trust that the country will somehow mud- 
dle through. Bishop David Oyedepo, head of one of 
the country’s largest charismatic Christian churches 
and a friend of Mr Obasanjo, reckons that “If the 
country was going to break up. it would already 
have done so. Things were worse under Abacha. 
People are more optimistic now.” 

A story from Kaduna gives grounds for opti- 
mism. In the early 1990s two religious terrorists, Mu- 
hammad Ashafa and James Wuye, tried to have 


_ each other killed during a burst of communal 


bloodletting, for which Mr Ashafa blamed the 
Christian paramilitary group led by Mr Wuye, and 
Mr Wuye blamed Mr Ashafa’s Muslim youth orga- 
nisation. Christian assassins murdered Mr Ashafa’s 
uncle, thinking it was Mr Ashafa. Muslim assassins 
attacked Mr Wuye, hacked his arm off and left him 
for dead. Both men believed they had eliminated 
the other. When they later discovered they had not, 
they took it as a sign from God that they should 
make peace, so they set up a joint charity to promote 
dialogue between Christians and Muslims. They are 
now the best of friends. 
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Umpteenth time lucky? 


IGERIANS dream of a national revival; of a 

new Nigeria where shoddiness is no longer the 
norm; where electrical firms boast of something 
more ambitious than that their wiring will not bum 
your house down. They want to live in a place 
where hotels no longer feel obliged to wam each 
new guest to beware of kidnappers posing as chauf- 
feurs; where mineral wealth is no longer divided 
among the few while tens of millions live in squalor; 
and where, instead of being trampled by soldiers, 
citizens breathe what Mr Obasanjo once called “the 
air of absolute freedom”. This dream is not exactly 
new. It had previous outings after the changes of 
government in 1960, 1966 (twice), 1975, 1979, 1983, 1985 
and, in a small way, in 1993. Each time the dreamers 
had a rude awakening. Why should this time be any 
different? 

There are good reasons for predicting that the 
latest government, like its predecessors, will fail to 
live up to any of these hopes. For Nigeria to become 
a stable democracy, it must become less poor. 
Growth from upswings in the oil price is not 
enough, because what goes up can come down; it 
must come from steady investment in higher pro- 
ductivity, which can last and sustain itself. But it 
takes time and diligence to set up and operate a tex- 
tile factory or a rubber plantation, and Nigerians are 
not patient. Just as 70 years of communism warped 
Russian culture in ways that cannot be straightened 
out overnight, so decades of kleptocracy have en- 
trenched the get-rich-quick mentality in Nigeria. So 
many fortunes were made so fast, and with such 
ease, that many Nigerians now consider this nor- 
mal. An eye for an instant profit is a useful quality in 
a trader, which is perhaps why Nigeria’s markets are 
so lively. However, it takes different talents to farm, 
to make something people want to buy, or to run a 
government that enables citizens to thrive, rather 
than stealing their money and strangling their busi- 
nesses with controls. 

A lifetime of being ripped off has, understand- 


ably, made Nigerians hungry for compensation. 





Keep working at it 








Watching oligarchs grow fat by grabbing a piece of 
the oil money has convinced many of them that 
their country’s problems could be solved by sharing 
out the oil revenues more equitably. It would be a 
start, of course. But even if Nigeria’s oil bounty were 
shared out with mathematical precision, Nigerians 
would still be poor. Assume an oil price of $25 a bar- 
rel, no operating costs, and no money spent on dis- 
tribution. Two million barrels a day would yield 
$50m to be shared out between 100m people, so ev- 
eryone would get 50 cents. A lot of Nigerians would 
be delighted to receive an extra 50 cents a day, but it 
would not bring them water, light, education or 
health care; that would still require lots of Nigerians 
to learn how to lay pipes, maintain pylons, deliver 
textbooks and manage health budgets efficiently. 
Nigeria cannot depend on oil forever. To prosper in 
the long term, it must learn how to create wealth, 
rather than simply extracting it from the soil. 

Ethnic jealousies will doubtless continue to rein- 
force the Nigerian tendency to bicker over the divi- 
sion of the oil spoils rather than devise other ways of 
making money. Those who benefited from cor- 
ruption in the past will try to frustrate the new gov- 
ernment's reform efforts. Ambitious colonels may 
be waiting for an opportunity to grab power back 
again. Members of the new national assembly seem 
more concerned with the size of their furniture al- 
lowance than with the size of the national debt. In 
these circumstances, what chance is there of a 
prosperous Nigeria? 


Maybe, just maybe 

Do not dismiss the idea out of hand. Granted, many 
aspects of Nigerian culture are inimical to growth. 
But cultures change, particularly when incentives 
do. Compare China under Mao with China under 
Deng Xiaoping. President Obasanjo may not yet 
have embraced radical reform, but he is clearly try- 
ing to change things for the better. Encouragingly, 
formerly critical outsiders agree. When Transpa- 
rency International smiles on a Nigerian president, 
that is a reason for optimism. Economists grouch 
that the president is not liberalising or privatising 
quickly enough, and they are right. But at least he 
has promised to do these things. Remember, too, 
that most Nigerians found the status quo unaccept- 
able; and that the rest of the world would dearly 
love to see an African success story involving a 
country more populous than Botswana. 

Nigeria is potentially rich, Nigerians never tire of 
telling visitors. To cynics, that sounds like a euphe- 
mism for “not rich at present”, or “poor and run by 
crooks”. But Nigerians’ self-confidence can be ex- 
hilarating to behold. Many of them seem to believe 
that their country is a superpower which just hap- 
pens to have lost its way; that with better leadership 
Nigeria will quickly become a beacon for Africa. 
Maybe, just maybe, this exuberance can translate 
into a Nigeria that works. The country has a better 
chance now than perhaps at any time since inde- 
pendence. It must not waste it again. 
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BRITAIN 


| Going Dutch? 






A Police Foundati 


T most far-reaching inquiry into drugs 

legislation fora quarter of a century will 
call next month for the decriminalisation of 
cannabis use and.a fundamental shake-up 
of Britain’s drugs laws. The findings of acom- 
mittee set up by the Police Foundation,an in- 
dependent research body partly funded by 
the Home Office, will provoke controversy 

and jput pressure on the government to re- 
think its approach to drugs. 

The committee is not an official body, 
but it is widely seen as a quasi-Royal Com- 
mission, set up with the tacit encouragement 
of the government. There are two chief con- 
stables among its members, and its secretari- 
at includes former Home Office officials. The 
inquiry is chaired by Lady Runciman, a for- 
mer member of the government's Advisory 
Council on the Misuse of Drugs. It has spent 
two-and-a-half years examining the current 
state of the law. 

The committee has concluded that the 
1971 Misuse of Drugs Act is arbitrary and in- 
consistent, and imposes heavy demands on 
the criminal justice system to little public 
benefit. Its most controversial recommenda- 
tion is that possession of cannabis should 
never attract a prison sentence, but should 
instead be subject to fines or other penalties. 
At present possession of cannabis can be 
punished by up to seven years in jail. The lat- 
est Home Office figures on sentencing indi- 
cate that about 500 people were imprisoned 
in 1997 for possession of cannabis. And yet 

= trade in cannabis and its use is an en- 
_ trenched part of British life—as Jack Straw, 
-the home secretary, well knows. His own 
| {teenage son was caught offering to sell can- 
nabis to two reporters a couple of years ago. 
Though removing the threat of prison for 
possession of cannabis is technically de- 
scribed as “depenalisation” rather than “de- 
criminalisation”, it would inevitably be 
viewed as moving Britain towards the more 
liberal Dutch approach. Cannabis is freely 
available in the Netherlands for sale in “cof- 
fee shops” in small quantities. The cost of 
five grammes, the maximum amount that 
_ canbe legally purchased, is about £11.50 ($19), 
enough to make about a dozen cigarettes. 
"© Britain will not go this far, since the posses- 


HE ECONOMIST JANUARY ISTH 2000 





Ì ) report is about to recommend major changes to Britain’s 
drugs laws. The government should respond without delay 























But other police officers disagree. Asare 
sult, the zeal with which drugs offences are 
pursued can depend on chance, or the poli 
cies of particular police forces. Two Gam- 
bridge care workers, charged with allowing 
their clients to deal in hard drugs in ada’ 
centre, were recently imprisoned. for fou 
and five years. 

The government's response to the com 
mittee’s report is likely to be cautious. To 
Blair, and Mr Straw, believe that the ti 
rot ripe for radical reform. Other mini 
such as Clare Short, the secretary for oversea: 
development, believe privately that the lav 
is “barking mad”. With a general election ap- 
proaching, the government will probabl 
want to play for time, possibly by referrin 
the issue to its own advisory council. Am 
sure of its current hawkish position was the | 
home secretary's outright rejection of a re- 
cent report by a House of Lords select com 
mittee, which recommended that mariju 
na should be made available for medical 
purposes. 

Public opinion appears, however, to bi 
moving in favour of fundamental change. 
recent MORI poll found that 80% want th 
Jaws against cannabis relaxed, and onl 
believe that possession of cannabis sho 
be illegal as at present. Mo Mowlan 
minister responsible for co-ordinatin 


sion of marijuana will remain illegal even if 
the committee’s recommendations are ac- 
cepted, But “depenalisation” of soft drugs in ` 
Britain would be likely to lead to tacit accep- 
tance of the sale of cannabis—-much as the 
police currently allow brothels to function 
under the guise of massage parlours, even 
though allowing premises to be used for 
prostitution is illegal. 

The committee will also call for signifi- 
cant changes to the classes and schedules of 
controlled drugs. The current act fails to dis- 
tinguish sufficiently between hard and soft 
drugs. At present Ecstasy, a derivative of am- 
phetamine, is grouped with heroin among 
the most dangerous Class a drugs, subject to 
the heaviest penalties for misuse. But 
500,000 people are widely estimated to use 
Ecstasy each weekend in clubs. The report 
recommends that it should be downgraded 
and treated like cannabis as a soft, relatively 
harmless drug. 

The report is also expected to call for a 
significant relaxation in the prohibition of 
the use of drugs such as cannabis for medi- 
cal reasons. And it believes there should 
be a-revision of the fuzzy border be 9 
tween supply and. possession. Under 
two grammes of cannabis, it suggests that 
possession should be treated as a minor civ- 
il offence. Above two grammes, there could 
be a charge of supply, but the committee is 
expected to stress that the law should distin- 


guish between. social and commercial sup- 
ply. Some of its members are said to be ap- 
group of friends with a single tablet of di 
Ecstasy each. as 
S 
A 
line with police practice. “Sending a 
drug addict to prison is like sending a drun- 
ly a caution. And simple possession of soft 
drugs is rarely prosecuted. Edward Ellison, 
that a repressive policy on drugs 
works.” 
































palled by cases in. which teenagers have 
been sent to prison for supplying a small 
Many of the committee’s recom- 
mendations would bring the law into 
kard to a brewery,” one expert noted. Nearly 
halfof all drug offences already attract mere- 
former head of Scotland Yard’s Drug 
Squad, argues: “There is no evidence f 


BRITAIN 


government's drug policy, claimed this week 
that considerable progress had been made 
since the appointment of Keith Hellawell, a 
former chief constable of West Yorkshire, as 
“drugs czar.” But there is so far little evidence 
that the government's policy is making in- 
roads into drug-related crime. At least a third 
of crime in urban areas is drug-related, and 
nearly half of all house burglaries and thefts 
from cars are committed by drug users. 

Britain continues to have a worse record 
for illicit drug use than any of its European 
neighbours. A study of all 15 eu countries by 
the European Monitoring Centre for drugs 
found that three times as many young Brit- 
ons aged 15-16 said they had experimented 
with Ecstasy as French or Germans. Young 
Britons were also much more likely to have 
used hallucinogens and amphetamines and 
to have abused solvents. 

The theory that a more permissive ap- 
proach to soft drugs leads many to experi- 
ment with hard drugs has not been borne 
out in the Netherlands. That country has a 
lower prevalence of hard-drug addicts per 
head (1.6 per 1,000) than France (2.4), Britain 
(2.6), Italy (3.0) and Switzerland (5.0). If young 
adults wish to use soft drugs, argue Dutch of- 
ficials, it is better that they should do so in a 
setting in which they are not exposed to the 
criminal sub-culture surrounding hard 
drugs. Hence the famous coffee shops of 
Amsterdam. The Dutch Aids-prevention 
programme, with its distribution of free nee- 
dles and extensive treatment programmes, 
alsocompares well with those of other coun- 
tries. Nearly 40% of Aids victims across Eu- 
rope are intravenous drug users, compared 
with just over 10% in the Netherlands. 
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Northern Ireland 


Gerry calls 


BELFAST 


HE aura of American power served yet 

again this week to nurse Northern Ire- 
land through the edgy wait for the 1ra to be- 
gin decommissioning its weapons. Gerry 
Adams, the leader of Sinn Fein, the political 
wing of the 1ra, was ushered into the pres- 
ence of Bill Clinton at the White House. 
Meanwhile, his republican colleague Martin 
McGuinness, once famous chiefly as an IRA 
hardman, visited America’s Department of 
Education in his new role as Northern Ire- 
land’s minister for education. Two British 
civil servants were demurely in attendance. 

The White House handshakes on Janu- 
ary 12th play well with Sinn Fein supporters 
back home, although unionist teeth are still 
set on edge. Unionists still need reassurance 
that they face no further threat from IRA 
guns. Some, including the leader of the Ulster 
Unionists and Northem Ireland's first minis- 
ter, David Trimble, now seem willing to be- 
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Belfast’s most durable bar 


BELFAST 


HE new hope for peace in Northern 

Ireland shone through the funeral last 
| weekend of a remarkable 85-year-old. Pat 
Brennan kept his bar apen through the 
worst of the Troubles—while other Catho- 
lic-owned pubs around it were bombed 
into closure. After his funeral those who 
came to mourn were able to enjoy a Belfast 
pub lunch at Pat’s Bar, while looking out 
ona waterfront that is being transformed 
by the prospect of peace. 

One part of Pat's Bar still recalls his 
youth in County Galway, minus only the 
jars of cockles and mussels. But the mod- 
ernised side has outdoor tables, placed on 
a plaza full of cranes and new buildings. 
There is a new Hilton hotel to one side. Bel- 
fast’s dark and frightening past seems de- 
cades away. 

During the Troubles almost 30 other 
Catholic-owned pubs were shot up or 
bombed, in a line from the city centre to 
Belfast’s northern suburbs. Pat’s Bar sur- 
vived. Its owner had been forced to leave 
the city’s mainly Protestant east and re- 
fused to uproot himself again. As the com- 





munity living in the docklands dwindled, 
Pat’s became a byword for nerveless staff. 
His customers were resistant tothe gloom | 
outside, determined to ignore political | 
and sectarian division. Traditional Irish 
music from a floating band of players was 
part of the attraction: so was danger. 

Some were heartened by the nearness 
of the harbour gates, the armed harbour 
police, and the fact that attackers would 
have to drive the length of a dead-end 
street to reach the pub, then escape the 
same way. Others thought no farther than 
the next pint. Pat Brennan ran his bar with 
a steely eye, hard hands and an iron rule: | 
immediate and permanent ejection for 
political songs or dispute. 

His mourners included the son who 
continues the business, Padraic, his 
award-winning actress daughter, Brid, a 
Dublin cabinet minister, and a clutch of 
fiddle and mandolin players to play him 
out. His monument is one that many en- 
trepeneurs might envy: a bar that | 
emerged from the worst of times well | 
placed to profit from a better future. 
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Outside Pat’s place 


lieve that the two republican leaders are 
inching the ra towards disabling its arsenal. 

Peter Mandelson, the Northern Ireland 
secretary, said this week that many would 
feel cheated if decommissioning did not 
happen soon. But he and Tony Blair know 
that republican leaders walk a tightrope just 
as surely as does Mr Trimble. Dissident re- 
publicans constantly threaten to regroup 
and launch renewed bombings. And the Ul- 
ster Unionist leader faces his party’s 800- 
strongruling council in mid-February, witha 
promise to resign if it is not satisfied with 














progress on decommissioning. 

The international body led by the Cana- 
dian General John De Chastelain, which is 
meant to supervise the decommissioning 
process, is soon to report on its meetings 
with a recently appointed ira representa- 
tive. Both sides deny that methods of sealing 
arms dumps are already agreed to, although 
allowing leading republicans to continue 
carrying weapons for personal protection is 
regarded as a foregone conclusion. 

The most recent gunfire in Ulster, how- 
ever, has been from Protestant loyalists, not 
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it may sound too good to be true: But you really can't lose TOTAL SERVICE 24 HOURS — 365 DAYS 
with Bank of Scotland’s:2 Year Bond. At a tate of 7% AER/Gross, 


Tel + 44 1624 644040 
Fax + 44 1624 644090 


we offer an attractive return for your money. And with our competitive 
range of bond products, there's absolutely no risk to your capital 


or your interest. So you know exactly what you're going to get back. e-mail offshore enquiries@bankofscotland.co.uk 


Cail, e-mailor fill in the coupon below, You've got nothing to lose. website http://www.bankofscotland.co.uk 
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Act now and benefit immediately — post, fax or e-mail today. 
Please send me full details about your range of Bond Accounts along with your current interest rates and an application form. 
To: Customer Services, Bank of Scotland Offshore, PO Box No 19, Bank of Scotland House, Prospect Hill, Douglas, Isle of Man IMag 1AT, 
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WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
real financial savings. As the world's leading international network of life 
insurers, we're never far from where you need us. And every Swiss Life 
Network Partner is a local leader, with the expertise, flexibility and ser- 
vice capabilities to meet your most challenging insurance and benefit re- 
quirements. It's a sign of the times that more and more top multinationals 
follow the Swiss Life route. Call us in Zurich on +411 284 3797. or 
contact your local Network Partner. It can be tough out there. But with 


Swiss Life, you're never on your own. 





THE RIGHT DECISION 





Head Office: Swiss Life, General Guinan-Quai 40 
8022 Zurich / Switzerland; Telephone -4 843797 
Telefax +411 284 3997, Internet www.ewinslife.com 
Argentina: Royal & SunAlliance; Australia: 
Hannover Life Re / Swiss Life Internationa 
Services Asia Pacific: Austi 
Belgium: Swiss Life: Brazik Icatu Hartford 
Canada: Canada Life: Chile: Euroarsérica: China: 
Swiss Life Beijing & Guangzhou Rep, Offices 
Colombia: Bolivar: Czech Republics Ceska 
Kooperativa: Denmark: Danica / International 
Health Insurance / PFA Pension; Finland: 


t Wiener Scidtische 





limarinen / Pohjola Life: France: Société swiss 
Swiss Life): Germany: Schweizerische 
Rentenanstalt (Swiss Life): Greecet Aspis Pronia 





Guatemala: Occidente; Hong Kong: CMG Ava 
Life; Hungary: Gloria-Swiss Life: Indonesia: 
Lippo Life: Irelands Irish Life: Italy: Swiss Lif 
Japan: Meiji Life / Yasuda Life: Korea: Korea Life 
Luxembourg: Swiss Life, Malaysia: Hong Leong 
Mexico: Comercial América: Netherlamds: 
ZwitserLeven (Swiss Life): New Zealand: 
Hannover Life Re; Norway: Vital; Panama: 
Mundial; Philippines: First Guarantee Life 
Poland: The PZU Life; Portugal: Império Russia: 
Rosgosstrakh; Singapore: NTUC INCOME 
Slovakia: Kooperativa: South Africa: Morencar 
Employce Benefins; Spain: Swiss Life 
Switzerland: La Suisse (non-life); Taiwan: Kuo 
Hua Lite; Thailand: Bangkok Life; United 
Kingdom: Swiss Life (UK); USA: Hartford | 
Swiss International Services; Venezuela: Bolivar 


from republicans. The: killing on January 
10th of a leader of the loyalist Ulster Volun- 
teer Force in the town of Portadown was the 
first paramilitary killing since last June. It 
yaised fears of an intra-loyalist feud. Richard 
“Jameson is thought to have been shot by the 
_ Loyalist Volunteer Fo dubious and late 
signatory to paramilitar Se 
Mr Trimble firstcalled "Mr Mandelson 
to review the Lve’s ce commitment, 
then suggested it was too early to attribute 
blame. As mp for the area, he is constantly 
abused by loyalists for backing away from 
local Orange demands to march through a 
Catholic district. So Mr Trimble must partic- 
-ularly dread a violent clash between atavis- 
“tic hardliners and progressives. 
He may soon face an embarrassing court 
|. appearance in a libel case brought by Sean 
McPhilemy, a journalist who claims his live- 
-Tihood was threatened when the Sunday 
-Times rubbished a television documentary 
he had made. This claimed that a shadowy 
inner circle of senior unionists and police- 
men selected Catholics for loyalist assassina- 
tion. A subsequent McPhilemy book, “The 
Committee”, named Mr Trimble, the head of 
the ruc Special Branch and others. Several of 
these men, including Mr Trimble, are now 
taking action against the book’s distributors 
in the United States. Mr Trimble is also suing 
the Internet bookseller Amazon for distri- 
buting the book in Britain, Even many na- 
tionalist commentators regard the McPhi- 
lemy book as pretty flaky. But Mr Trimble 
will not relish a court appearance. 




















Rate-rise shock (not) 


| 
| 
| 
| (CENTRAL bankers are said to dislike 
| reading, the day after changing inter- 
| est rates, that they “took the markets by 
| surprise”. It is highly unlikely that anyone 
| in the City will have choked on their coffee 
| when they heard the news that the Bank of 
England’s monetary policy committee 
(mpc) had raised interest rates on January 
| 13th. The quarter-point rise, to 5.75%, wasal- 
most universally predicted. Indeed, the 
| only question in the minds of City econo- 
| mists had been whether the mec would be 
| bolder, and increase rates by half a point. 
| In essence, a rate rise was so widely ex- 
| pected because the economy is probably 
| close to full capacity. Unemployment is at 
| a 20-year low. Earnings are growing by al- 
| most5%a year, faster than the 4.5% the mec 
| thinks roughly consistent with its target for 
| inflation (excluding mortgage interest pay- 
| ments) of 2.5%. On past form, the fastest 
| that Gpp can grow this year without push- 
ing up inflation is little more than 2.5%. Yet 
on average, the economic forecasters 
polled monthly by The Economist now ex- 
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The health service 


Bedridden 


LAN MILBURN must be tempted to pop 

some paracetamol and crawl into bed. 
The health secretary has had his first bout of 
flu and its complications: feverish media at- 
tention, wheezings from the opposition 
about mismanagement, doctors complain- 
ing of fatigue. The antidote was to insist that 
the National Health Service was “coping”. 

Once again, an outbreak of viral respira- 
tory illnesses, collectively (and often inaccu- 
rately) known as flu, has led to patients 
stranded on trolleys, postponed operations, 
makeshift morgues and hospitals under 
siege: unsettling visions, in other words, of a 
health service struggling to cope. This sea- 
son's bug appears somewhat more menac- 
ing than last year’s, but far less deadly than 
the 1957 Asian flu or the Hong Kong strain. of 
1968-69. Why, then, the frenzy? 

One answer can be found in the simple 
arithmetic of beds. Between 1988 and 1998, 
the average daily number of available hospi- 
tal beds fell by 4.2% a year, from 297,000 to 
194,000. The number of acute-care beds has 
declined less drastically but has nonetheless 
dropped off from 128,000 to 108,000, In the 
19508, England and Wales could boast ten 
hospital beds per 1,000 people; now there are 
four. The reduction over the past decade was 
partly the result of a Conservative drive for 
greater efficiencies in the health sector, and 
partly a consequence of changes in medical 
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pect growth of 3.2% (see page 106). 
Although rates will probably go up fur- 
ther, the mpc makes no predictions about 
their future course. It insists that it adjusts 
rates each month in the light of the econ- 
omic news since its last meeting. Its infla- 
tion forecasts, the next of which will be 
published next month, are predicated on 
the assumption that rates will not change. 
(if we expected that rates would need to be 
adjusted, runs the implicit argument, then 
we would have changed them already.) 


Few outside the Bank are so cautious, : 


third in five months, will be the last. Most 












































practice. Long rehabilitative stays were once. 
the norm in hospital wards; now day surgery 
iscommon. 

Onecan debate the optimum numberof 
beds required for a sleek butdependablena- 
tional health service. But it is unarguable that 
Britain maintains fewer hospital beds per. 
person than continental Europe or the Un- 
ited States (where, it is true, surpluses in priv- 
ate hospitals contribute to the high cost of 
healthcare), What is obvious in Britain is that 
during periods of peak demand, the stock in. 
many regions, inc luding central London, 
insufficient. The previous health secretary, 
Frank Dobson, ordered a study of the bed 
supply more than a year ago. Whereis it? 

Beds alone will not solve the problem. 
Staff are needed to attend to them. There are 
more than 2,000 nursing vacancies in Great 
er London and some 15,000 in England. Fu 
thermore, the flu virus has.a nasty hak 
attacking when the nus’sdefencesare dow 
Doctors’ surgeries close or curtail hours dur- 
ing the Christmas season, and hospitals are 
more short-staffed than usual. Ill people, es- 
pecially if they are old or alone, have no- 
where to go ‘but to hospital emergency 
rooms. The government, currently running 
nurse-recruitment campaign, would be wis 
to replenish the ranks of community nurse 

The World Health Organisation and ot 
ers have blamed the crisis on a poor vaccin 
tion campaign. But there is no solid eviden 
thateither vaccinations or the anti-viral dn 
Relenza, which is not available on the Nx 
would have prevented widespread illn 
Vaccines have marginal benefits but do no 





because the economy and interest rates 
move in cycles. Evidence that demand is 
running ahead of supply tends to be fol- 
lowed by more of the same, pushing inter- 
est rates up in steps. When the economy 
starts toslow down, the evidences similar- 
ly accumulated over several months, and 
interest rates are cut bit by bit (see chart). 

No one who closely watchesthe econ- | 
omy believes that this week’s increase, the 


economists think that there is plenty of evi- 
dence still to come of rising inflationary: 
pressure. Consumers have plenty to spend, 
despite rising rates; export demand has 
been healthy, despite the strong pound; 
and the labour market is tight. 

True, the pound may stay strong and: 
restrain import prices and demand for 
tradable goods. And labour supply may” 
prove more elastic than anticipated, as 
“discouraged” workers rejoin the labour” 
force. But if, as looks likely, inflationary sig- 
nals continue to be received at the Mpc, it 
will surely act. Most economists think rates 
will reach 6.5-7% by the end of the year. Pre- 
pare to be unsurprised. 


INSEAD 








Asian International Executive Programme 


A two-week general management programme 
for experienced general managers in Asia 
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13-24 March 2000 in Hong Kong 








The INSEAD faculty members and more than 

1,100 executives working in the region, who have par 
ticipated in the Asian International Executive 
Programme, have been looking at the world from 
Asia for two decades now. Indeed, you get a 

different view from Asia. 


Not a watered-down version of a global management 
programme. This programme helps the manager 
embed managerial practices into the socio-cultural 
and economic infrastructures of the region, The mix 
ol participants is truly international 
triate managers - representing a spectrum of industry 


sectors. 


Led by Professors Philippe Lasserre and Hellmut 
Schütte, the follow ing major management levers 

are analysed with various resources drawn from Asian 
case studies, field research from the INSEAD faculty, 
and consulting experience to the leading 


companies of the region: 


of Asian and expa- 


2-13 October 2000 in Singapore 





Corporate strategies and strategic management 
e Tools for analysing and formulating strategies. 

Finance 

+ Financial planning and managing risk. 


Human resource management 
e Making the best use of the interdependence between manage 


ment and culture. 


International management 


e Managing across borders in Asia and around the world. 


Marketing 


+ Assessing market potential and achieving market leadership in Asia, 


Production of goods and services 


+ Strategic management of operations systems. 


Please fax or mail this coupon to 
Janet Burdillat, INSEAD, Boulevard de Constance, 
77305 Fontainebleau Cedex, France, 
Tel 33 (0)1 60 72 42 90, fax 33 (0)1 60 74 55 13, 
E-mail exec.info@insead.fr http://www.insead.fr 








The Corporate Finance Programme 






Module 1: 25 — 29 March 2000 in Singapore i : 


Finance, but espec ially the consequences of financial valuation. Its pace and content will reflect the needs of 
decisions, affects all corporate executives w hether they non-financial managers. 


work in the finance department, in marketing, produc- s hei 4 
: : : j ; Some of the issues covered: 
tion, R&D, or in other areas of their company. In today’s of B 
f : i a Pe frs p ¢ Financial accounting & anal Sis 
rapidly evolving and uncertain economies, it is not A 
{ The . . ` vestmen. »praisal & capital bu eti 
enough that financial knowledge and skills reside only + Investment appraisal & capital budgeting 
à ` è year AAT: : "IT ti vi 
with those in the finance function; it is imperative that e Financing and valuatior 





all managers in a company share at least a basic set of The second module is designed for financial managers 
skills and understanding of corporate finance. to help them updating their skills through the use of new 

e financial tools and insights. The focus will be on creating 
The Corporate Finance Programme is designed to shareholder value through changes in internal operations 
help achieve this. This executive education programme or in the financial structure or though proper risk man- 
consists of two intensive four-day modules. 3 

agement. 

The first module is intended for corporate managers Some of the issues covered: 
who work outside the finance function. Its structure and + Principles of corporate finance 
content is adapted to participants w ho have relatively lit- e Valuation aspects of asset & financial restructuring 
tle expertise in analysing financial statements and mea- + Developing effective managerial incentives 
suring performance, assessing investment projects, or in + Risk management 


I would like [J The Asian International Executive Programme (date of programme) 


So reserve a place on: C The Corporate Finance Programme (date of module) 


Please send mea [ Asian international Executive Programme 


brochure on: [] the Corporate Finance Programme 


Family Name Mr/Ms/Dr/Other 


First Name job Title 
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BRITAIN 


immunise against all strains; and their effec- 
tiveness is unclear, according to Walter Hol- 
land, a health-policy expert at the London 
School of Economics. Relenza’s ability to 
stave off infection among the elderly has not 
been established. If anything new has 
proved a palliative it is NHs Direct,a medical 
hotline staffed by nurses and intended to 
take pressure off general practitioners and 
hospitals. It seems that, at least around Lon- 
don, those calling the service have been per- 
suaded to treat themselves at home. 

The treatment of flu, once of concern 
only to patients and practitioners, has be- 
come in recent years a symptom of systemic 
ailments; tight budgets at the nns, badly 
paid nurses, lack of community care, and so 
on. If the government wants to modernise 
the nus and curtail waiting lists, as it has 
promised, it will have to monitor more close- 
ly what happens when communicable dis- 
ease strikes and demand for services peaks. 
So far, much of the evidence is anecdotal 
rather than scientific. “No one has a real pic- 
ture of what's goingon,” says Anthony Harri- 
son, an analyst at the King’s Fund, a medical 
think-tank. It would be helpful to know. 
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Libel 
Irving’s last 
stand 


bas reeling at Mohamed Al Fayed’s al- 
legations about the royal family’s plot to 
kill his son and his famous brown envelopes 
stuffed with cash, this week the Royal 
Courts of Justice got down to the more seri- 
ous business of Irving v Penguin Books and 
Lipstadt. The anodyne title disguises what is 
likely to be the most emotive and controver- 
sial libel trial for years. 

In a highly unusual case, David Irving, a 
historian, has taken to the courts to defend 
his professional integrity against allegations 
of malpractice and distortion made by a fel- 
low historian, Deborah Lipstadt. Seldom 
have historians taken to the courts. But then 
the subject of this scholastic falling-out is the 
most emotionally charged historical subject 
of them all: the Holocaust. 

Ms Lipstadt is professor of Modern Jew- 
ish and Holocaust Studies at Emory Univer- 
sity in Atlanta, Georgia. Mr Irving is the au- 
thor of numerous books on Nazism and is 
acknowledged, even by many of his detrac- 
tors, to have an encyclopaedic knowledge of 
the history of the Third Reich. But his books 
have courted controversy with their sympa- 
thetic portrayals of Nazi leaders. In 1993 Ms 
Lipstadt alleged in “Denying the Holocaust: 
the Growing Assault on Truth and Memory” 
that Mr Irving was one of the most promi- 
nent of the “Holocaust deniers”. 

Her counsel, Richard Rampton, pulled 
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Rhubarb, newbarb 


WAKEFIELD 


OU might imagine that rhubarb is one 

of those one-time staples of the British 
diet which is slowly sliding off the menu, 
along with cold blancmange and suet 
pudding. In the rhubarb triangle—which 
is not, alas, an area where culinarily chal- 
lenged school-dinner ladies responsible 
for nasty-tasting stewed rhubarb and cus- 
tard disappear, but an area between 
Leeds, Bradford and Wakefield where 
much of the stuff is grown—people reck- 
on rhubarb is making a comeback. 

Indeed, rhubarb-growers have de- 
clared January 14th to be National Gour- 
met Winter Rhubarb Day. This is not so 
much the last desperate gasp of a dying 
business as an attempt to give an extra 
boost to what appears to be something of 
a rhubarb renaissance. 

“We are getting a new generation of 
people who care about what they eat,” 
says Janet Oldroyd Hulme, one of the big- 
gest growers in the rhubarb triangle— 
which boasts an unusual kind of soil pe- 
culiarly suited to what was originally a Si- 
berian plant brought to Britain in the late 
18th century, There used to be 100 rhubarb 
farmers in the triangle. Now there are only 
19, but Mrs Oldroyd Hulme says that re- 
newed demand means she can double her 
rhubarb acreage this year. 

Aside from its well-known purgative 
qualities, Mrs Oldroyd Hulme says that 
rhubarb is high in fibre, potassium, natu- 
ral oestrogen (which helps prevent brittle- 
bone disease in women) and low in calo- 
ries. She hopes that health-conscious con- 
sumers will be particularly attracted by 
the kind of rhubarb cropped from De- 
cember to April which is force-grown in- 
doors in unlit heated sheds. It has a bright 
red stalk, a scrawny yellow leaf and is 
sweeter than the greener outdoor variety 
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Just add vodka and mayonnaise 





of which many Britons have bitter school- 
dinner memories. 

The locals, at least, are doing their bit 
to promote this Yorkshire industry. Wake- 
field College, as part of the Wakefield Fes- 
tival of Rhubarb, has devised a dinner 
comprising such delicacies as rhubarb 
and Sauternes sorbet, and pheasant with 
rhubarb compote. Richard Holmes, who 
runs a delicatessen in Wakefield, has de- 
vised a cheese with a rhubarb ingredient 
and sold all of his first batch in six days. 
“And people are coming back for more,” 
he boasts. 

Supermarkets in Yorkshire are pitch- 
ingin too. Sainsbury’s is offering a rhubarb 
and raspberry cobbler recipe, while Asda 
has come up with chicken tikka in rhu- 
barb mayonnaise. To wash this down, 
Asda has even more imaginatively sug- 
gested a vodka and rhubarb cocktail. 
Drink a lot of it, and you may well end up 
with a hangover, but at least your bowels 
should be in perfect working order. a 








no punches in his opening statement. He 
branded Mr Irving a “liar”, alleging that he 
had distorted history, especially in relation 
to the Holocaust, to suit his unsavoury, far- 
right politics. 

As a taste of what is to come, Mr Ramp- 
ton quoted extracts from speeches Mr Irving 
has given, often to far-right groups, including 
this one from 1991: “I don’t see any reason to 
be tasteful about Auschwitz. It’s baloney, it’s 
a legend. Once we admit the fact that it wasa 
brutal slave-labour camp and large numbers 
of people did die, as large numbers of inno- 
cent people died elsewhere in the war, why 
believe the rest of the baloney?” 

In court Mr Irving flatly denied that the 
Nazis had killed millions of Jews in gas 
chambers in purpose-built establishments. 





It was “logistically impossible.” He alleges 
that being branded as a “Holocaust denier” 
has made hima pariah in historical and pub- 
lishing circles. Once he could eam over 
£100,000 ($160,000) a year from his books 
about Nazi Germany; now he struggles even 
to find a publisher. 

Alwaysan astute self-publicist, Mr Irving 
has seen his livelihood from book publish- 
ing dry up, and he is now banned from sev- 
eral countries for his pro-Nazi views. He is 62 
years old, and his critics suspect that he is us- 
ing his three-month stint in court to try to re- 
vive the flagging public interest in his work. 
With costs to pay if he fails, it is certainly a 
high-risk tactic. But then he may feel that he 
has nothing left to lose. 


= ae | 





THE ECONOMIST JANUARY 15TH 2000 


AN this be what New Labour meant by all its talk of “moder- 
nising” Britain? A memo leaked to the Guardian this week re- 
veals that Tony Blair's government, the champion of everything 
new and anything wired, is designing an electronic “knowledge 
network” for Whitehall. This promises at the click of a mouse to 
provide ministers with the “best three arguments” or “best five 
facts” in support of any particular government policy. Naturally, it 
is all in service of the public interest. The idea is to put across the 
government's “core message’ so that citizens can get the “full facts 
without going through the distorting prism of media reporting”. 
Good idea. The only pity is that the knowledge network is not 
up and running right now, when ministers sorely need it. Instant 
access to the best five facts might 
have strengthened the assertion of 
Alan Milburn, the health secretary, 
that the National Health Service is 
coping very well thank you with the 
present “epidemic” of flu, which in 
the distorting prism of media re- 
porting appears to have caused cha- 
os in hospital wards up and down 
| the country. The knowledge net- 
| work might have rescued the repu- 
| tation of the Millennium Dome, a 
| wonder of the Blairite world that 
has been wantonly transformed 
into an object of ridicule by the dis- 
torting prism of media reporting. 
And Jack Straw must have heard zil- 
lions of good arguments before de- 
ciding to limit the right of Britons to 
| trial by jury, so reversing the posi- 
| tion he held in opposition. Absent 
the knowledge network, the distort- 
ing prism of Bagehot is unable to re- 
} member the best three of them. 
| All governments succumb to 
| mid-term paranoia, and most to the 
| delusion that all would be well but 
| for the hostility of the media. Over 
| the past fortnight, Mr Blair has 
| seemed especially bruised by the re- 
': fusal of the nation’s pundits to be 
suitably amazed by the Millennium Dome. Although the queues 
| that marred its opening have shrivelled away, the media verdict 
| remains that the show in Greenwich is a disappointment: at best a 
f 
i 
| 
| 
| 





nice day out, not the once-in-a-lifetime experience the govern- 
ment intended it to be. 

Why should the prime minister care so much? Because it has 
already become a cliché to draw a parallel between the fate of the 
Dome and the performance of his government. There is much that 
Mr Blair can be justly proud of. He has avoided the recession fore- 
cast by the Conservatives and overseen a peace agreement in 
Northern Ireland. But the government, like the Dome, is staggering 
under the weight of unrealistic expectations. 

Life under New Labour was not supposed to be just a nice day 
out. Mr Blair keeps on promising so much more: nothing less than 
a “new politics for a new century”. He entered office with a new 
| philosophy, the Third Way, that was supposed to revolutionise the 

- provision of public services. He remains the promoter of a history- 
changing “project” to reform Britain's electoral system, introduce 
proportional representation, and unite New Labour with fellow 
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New Labour's morning after 


. through the mechanism of the single currency. It became obvious 















































progressives in the Liberal Democrats, And he claims to have a ge- 
ography-defying plan to kad Britain into the heart of Europe 


this week that the philosophy, the project and the policy on Eu- 
rope are all in a bad way. 

Mr Blair reiterates ad nauseam his five best facts and three best 
arguments in favour of monetary union, But public suspicion 
(blame that distorting prism) of the euro seems only to be harden- 
ing. The latest Mor: poll ñas only 27% in favour of joining, 56% 
against. So although the prime minister promised this week notto 
“bounce” Britain into a referendum on the euro immediately aft 
his presumed victory in the next election, the real fear among his 

= “europhile ministers is. that he will 

not risk a referendum on th 
any time in his second term. : 
Mr Blair reiterates ad nauseam 
his promise to the Liberal 

-erats that he intends to stari : 
“pledge to hold a referendum on 
- electoral reform, albeit notin the life 
of the present Parliament. But in re- 
peating this undertaking yet again 
in the House of Commons this 
week, not even Mr Blair could sup- 
= press a rueful smile. Recent consul- 
- tations inside his own party are said 
| to. have shown strong support for 
othe existing system—the three best 
-arguments for keeping it being that.) 
it gave Labour a majority of 179 in 
the last general election. So another. 
planned monument to Blairism 
“may have to be puton hold. 
Not many voters will care about 

Mr Blair's failure to reform the elec- 
toral system. Failure to reform the 
health service would hurt him a lot 
more. Opinion polls show that vot- 
ers: care more about this issue than 
any other. Even education comes a 
distant second. And yet thanks to 
the visiting flu virus, against which 
too. few people were vaecinated, 
New Labour now gives exactly the impression that Mr Blair wants 
to avoid: not exceptional government, not even government as 
usual, but government in the grip of the usual winter fu crisis. 
What happened to the new thinking promised by the Third Way, 
or the promise that the nus would be run so much better in the 
hands of the party thatinvented it? 

There are answers, or atleast excuses. The flu has put the hospi- 
tals of many other countries under strain (best fact). The nss looks - 
in worse trouble only because it is unusually “efficient”, with few- 
er beds to spare when demand rises (best argument). Extra mon~: | 
ey—the much-promised £40 billion ($65.6 billion) over three | 
years—is at last on the way (core message). But for all the changes 
on the margin, New Labour has not yet devised a strategy capable. 
of matching the resources available for health care to the rising de- 
mand forit. It has mainly rejected the few big ideas, suchas the “in- 
ternal market”, or levying an earmarked health tax, er making 
greater use of chargingand private insurance, that others have pro- 
posed. This may have been the week that the public noticed that 
Mr Blair’s government is not as special as it thinks itis. 
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legislative period. 





‘International presence: 
Almaty, Amstordam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Belling, Beirat; 
Bratidlava, Brno, Brussels, 
Bucharest, Hadapeat, 
‘Buenos Aires, Cairo, Caracas, 
Casablanca, Chicago, 
‘Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Rong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London; Los Angeles, 


















Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Paris, Prague, 
Rio de Janeiro, San Franciaco, 
“Sao. Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
diey, Taipei, Tashkent, 
Tehran, Tokyo, Toronto, 
Warsaw, Zagreb, Zurich. 


Ligeunbourg, Madrid, Manama, 


upside risks 





`: An the year 2000, the German economy will gather momentum 
and almost match the average for the euro area as a whole. This 
will mainly be due to dynamic exports; however, investment in- 
-- centives and better conditions for job creation are also needed 
for a sustained improvement in domestic demand. One bright 
spot here will be provided by the end of the structural adjust- 
ment in construction. In its first year in office, the new govern- 
ment did not do enough to ensure a better future. The year 2000 
offers a second, and probably final, chance for action in this 


Germany's economicperformance 
was disappointing in the first half 
of 1999, In the second half, econ- 
omic growth gained momentum 
such that real GDP increased by 
TA% for the year as a whole. This 
was less than in most of the other 
countries of the euro area. Of 
course, the recession in Japan and 
the emerging-markets crisis were 
bound to have a dampening effect. 
At the same time, domestic de- 
mand, which expanded roughly 
half a percentage point less than 
in 1998, also held back economic 
activity in 1999. This was also 
influenced by the fact that the 
numberof gainfully employed was 
only slightly higher, representing 
a key difference between Germany 
and the rest of the euro area. 


COMMERZBANK 


is the year 2000 likely to bring? 
The increase in wages and sal- 
aries will probably be marginally 
weaker than in 1999, while in- 
flation will be half a percentage 
point higher. In the course of the 
year, though, employment should 
rise by °/:%, All in all, real private 
consumer spending, growing on 
average by 2'/:%, can hardly be 
called strong. 


AS THE YEAR 2000 PROGRESSES, 
investment in machinery and 
equipment is likely to become 


Stronger stimulus from exports 


Private consumption 
Government consumption 
Machinery and equipment 
Construction 
Domestic demand 
Exports 

Imports 


Consumer prices 











at Constant prices; percentage change on year 


Employed (millions) 36.10 
Unemployed {millions} 


World trade, expandingbya real 
6'/:%, is set to gain momentum 


and the attractive level of the euro 
will provide a stimulus well into 
the year. As a result, German. 
exports should advance by a real 
10%. Even with higher imports, 
net exports will contribute about 
1 percentage point to growth, com- 
pared with the dampening effect. 
of a quarter of a percentage point 
and more over the past twe years. 


THE IMPROVED OUTLOOK for the 
year 2000, in particular a decline 
of 400,000 in Germany's jobless 













more dynamic, thanks not only to 
foreign demand and monetary 
policy, but also in the second half 
of the year to the influence of the 
planned reform of corporate tax- 
ation. Although this has by no 
means been finalized and long 
drawn-out negotiations are likely 
between government and oppo- 
sition, the measures will ulti- 
mately have a positive impact. 
The average expansion in invest- 
ment will be stronger than it was 
in 1999 with construction invest- 
rent included, which will register 
its first rise since 1994. Largely 
due to the need for output in east- 
ern Germany to adjust to the level 
in the western part of the country, 
construction has been out of line 
with the rest of the economy for 
several years, 


THE WORLD-ECONOMIC SETTING 
is seen as very positive this year. 


total by year-end, should not be 
allowed te obscure the structural 
problems still besetting the Ger- 
man economy. With the austerity 
package and the planned reform 
of corporate taxation, fiscal poliey 
isdefinitely on the right course, but 
the government has missed op- 
portunities up to now for making 
the labour market more flexible. 
The prospect of an upswing 
extending well beyond 2000 
should make politicians more 
determined to tackle these issues 
in the new vear. This is the upside 
risk of our forecast. 


For more information about 
Commerzbank’'s broad scope of 
research capabilities and financial 
services, just contact the bank's 
head office in Frankfurt, Germany. 
Fax +4969 136-29805 
volkewirtschatt@commerzhank.com 
www.commerzbank.com 

















BUSINESS 


Europe’s start-up stampede 


American venture capitalists are helping to fuel a boom in new European 
Internet and high-technology businesses 


MAGINE you are a European entrepre- 
neur with an idea for a big Internet start- 
up. Where do you turn for the precious fi- 
nance and advice that might see you 
through the first stages of turning the idea 
into a durable commercial success? Until re- 
cently, your only real option was a local 
group of business “angels”--wealthy folk 
“prepared to put up small amounts of seed 
capital. Suddenly, however, things have 
changed. Europe is awash with venture-cap- 
ital funds, many of them American in origin 
and many of them destined for new high- 
“tech and Internet firms. Coupled with the 
` growing influence of American methods of 
-» Starting companies, this is having a pro- 
found effect on Europe’s business culture. 
The money currently available for in- 
vestment in European Internet and high- 
technology start-ups is estimated by venture 
firms at around €10 billion ($10 billion). Al- 
though this is perhaps one-third of the 
equivalent amount available in America, it 
< nevertheless represents a revolution in the 
-European market. High-profile investors 
< such as Carlyle Group, which closed a 
_ $500m fund last month, Internet Capital 
_|. Partners,and General Atlantic Partners, have 
__ -allopened offices in London. Their postbags 
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are stuffed with business plans. 

Christopher Spray, a partner in Atlas 
Venture, a leading international venture 
firm, says that American investors who have 
experienced wonderful returns from In- 
ternet investments at home want to repeat 
the delight in Europe. Hermann Hauser, a 
leading British high-tech investor and co- 
founder with Anne Glover of the successful 
Amadeus venture fund, noticed a sea- 
change in American investors’ attitudes to- 
wards European high-tech start-ups when 
they were marketing Amadeus there in late 
1997: “I had been SUMEN the idea of European 


% of total, 1998 | 


Replacement 4 


expansion: | 
x 300 


Leo Start-up 





high-tech in the United States for 20 < 
years, but suddenly the moment 
was right,” he says. In happyconflu- 
ence, a new generation of European 
entrepreneurs sees familiarity with 
the American way of nurturing 
Start-ups as an essential ingredient 
for success. i 
Indeed, ultimately the volume 
of money will prove less important 
than the American practices and at- 
titudes that come with it. The Euro- 
pean: private equity. market, ol 
which venture capital for start-ups 
-isonly a part, has traditionally been 
dominated by management buy- 
< outs. Start-ups were seen by mos 
_ private equity firms as too risky and 
ne-consuming. In 1998, for in- 
stance, after a bumper year in: 
which more than 2,000 new firms 
ed investment, start-ups re- 
.2% of investment in European ` 
uity. markets, according to the Eu- 
pean Venture Capital Association (see: 
chart). Figures for 1999 are due soon and» 
should: confirm both that there are mor 
start-ups and that they are receiving rnan o 
the pie. 
“The last 18 months have seen dra a 
changes,” says William Schmidt, a managing 
director of Advent International, a global 
venture firm: “Europe has really alae up,” 
and even big venture firms have recently be- 
gun to look at early-stage investing.” An im- 
mediate effect is that European start-ups 
now have access to some of the world’s most 
experienced venture capitalists. Entrepre- 
neurs across Europe have realised that they 
need to embrace the networking skills that 
typify America’s successes in Silicon Valley 
and other high-tech business clusters. Local 
investors,say entrepreneurs, are increasingly 
taking second place behind firms with inter- 
nationalexperience and connections. 
Consider David Ravech.and Todd Mor- 
gan, founders and co-chief executives of GE 
x.com, which is creating a marketplace on 
the Intemet for trading airfreight capacity. 
Formerly management consultants with 
McKinsey, they spent the first four months 
of last year looking for an investor for their 
London-based business. “Obviously valua- 
tion was an important issue,” says Mr Ra 
vech, “but we were also looking for the right 
chemistry.” : 
Gr-x’s choice was the venture-capital 
arm of Consolidated Press Holdings (crx), a 
private investment firm owned by Kerry. 
Packer, an Australian media baron. cpu's ex 
perience of international deals meant it was’ 
quick to grasp the scope of the ideas (as well” 
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The money show 


RIC GUILLOTEAU typifies Europe's 

new breed of entrepreneur. French 
bor and educated, but international in 
outlook, he spent his formative business 
years with Britain’s st, first in its mobile- 
telecoms division, then as a pioneer of the 
group’s business-to-business e-commerce 
efforts. Now, aged 35, he is launching an 
ambitious Internet firm, as yet unnamed. 
He remains cagey about exactly what 
“Project LeFrog” will do, except to say that 
it aims to reduce the administrative and 





Le Frog 


operational hassles facing managers of 
small and medium-sized businesses. The 
firm will be launched in Britain later this 
year and then quickly expand across Eu- 
rope. 

Perhaps the most striking thing about 
the emergence of Mr Guilloteau’s firm, 
however, is the way it has been financed. 
The process was extremely quick. Acutely 
aware of America’s Intemet boom, Mr 
Guilloteau left st in September last year. 
Ina matter of weeks, and without a formal 
business plan, he had secured money 
from two sources. Atlas Venture, a leading 
international venture-capital firm, is the 
project’s main backer. In addition, two 
small groups of carefully selected private 
investors, one in America and one in Lon- 
don, were sold tiny stakes in return for ac- 
cess to their experience and contacts. 

For some leading, but traditionally 
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minded, venture firms, the project's lack 
of a detailed business plan was intoler- 
able. For Mr Guilloteau, however, it was 
simple pragmatism. In a fast-moving mar- 
ket such as the Internet, he argues, no one 
can afford to spend the months it can take 
to hone a perfect plan. And for Atlas, as 
well as the other firms that wanted to back 
the project, the strength of the idea count- 
ed for more than the lack of paperwork. 

That pragmatism also explains why 
Mr Guilloteau ignored huge sums on offer 
from some venture-capital 
firms, choosing a relatively 
small initial funding from 
Atlas. “There is plenty of 
money out there. But your 
pedigree is determined by 
who is backing you, and 
that is far more important 
than the headline amount 
you raise,” he says. He was 
persuaded partly by Atlas’s 
willingness to give the 
start-up a high valuation, 
but perhaps more by its 
strong connections in 
America, and in particular 
its first-hand knowledge of 
what it takes to create a large firm quickly 
from scratch. “We want to be a big compa- 
ny 18 months from now, so it is important 
that we have backers who understand | 
what we will need,” says Mr Guilloteau. 

A start-up’s pedigree becomes critical 
in subsequent funding rounds as the 
amounts required expand. But, says Mr 
Guilloteau, the right connections also 
make all the difference at the outset: po- 
tential business partners are receptive in 
proportion to their impression of Project 
LeFrog’s backers. Often, the hardest step is 
arranging an appointment fora first meet- 
ing. Dropping the right name at the right 
moment can be sufficient. With so many 
Internet businesses dependent on part- | 
ners for applications and fulfilment of 
their services, this can be a competitive 
advantage, particularly for a start-up that 
aims to be pan-European. 








as the risks) behind Ge-x. It offered strong 
links in California, experience in Asia, and 
what Mr Ravech describes as impressive 
connections that have helped with business 
negotiations as well as with cementing the 
firm’s second round of financing, recently 
completed with Morgan Stanley Dean Wit- 
ter,an American investment bank. 

A start-up today can choose from many 
more options than were available a year ago. 
In addition to the newly arrived American 
firmsand the old-style angel approach, firms 
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can go to either an “incubator” or an “accel- 
erator”. Incubators are perfect for someone 
who has an idea; wants ready-made offices 
and support; and is prepared to trade 25-40% 
of his equity for this and a relatively small 
amount of cash. 

America’s Idealab was the original incu- 
bator specialising in Internet start-ups. Its 
model has been exported to Britain, where 
Antfactory.com will soon open for business. 
KPE Europe, an incubator with a London of- 
fice, styles itselfas a “digital studio” designed 





to help media, entertainment and specialty 
retail online firms develop as quickly as pos- 
sible. It already has 15 companies on its 
books. Paul Zwillenberg, managing director, 
says the typical start-up’s financing cycle has 
greatly shortened, putting new pressure on 
firms to grow quickly. 

Accelerators also demand a slice of equi- 
ty, but they specialise in helping more estab- 
lished start-ups to enter new markets. For in- 
stance, leading management consulting 
firms such as Bain and McKinsey have been 
helping American companies, especially on- 
line ones, to launch in Europe, augmenting 
their management teams and providing lo- 
cal expertise. European firms can also 
choose this approach as a way of growing 
quickly abroad. 


Westward ho! 


These options are attractive to some entre- 
preneurs because, despite its dramatic pro- 
gress, Europe remains sclerotic compared 
with America. True, there are many more Sil- 
icon Valley-style clusters in evidence: most 
continental countries now boast at least one 
area where a start-up can find legal and ac- 
counting expertise combined with techno- 
logical know-how and research flair. Mr 
Hauser says success stories—such as Britain’s 
ARM Holdings, a chip designer based in 
Cambridge that has spawned more than 20 
millionaires—are helping to create a “me- 
too” attitude among high-tech students. But 
the habit of entrepreneurship is still less in- 
grained in Europe than in America. 

Europe also has an infrastructure de- 
signed to drive start-ups mad. Consider the 
simple task of renting an office. In America, 
leases are typically for six months, with flexi- 
ble and straightforward terms. In Europe, 
temporary office space is prohibitively ex- 
pensive. Worse, most landlords offer only a 
five-year lease with no let-out clause should 
a tenant suddenly need a bigger space. That 
is unpalatable, to say the least, for a firm that 
aspires to rapid growth. European employ- 
ment practices are similarly discouraging. 

lan Harvey, chief executive of BTG, a Brit- 
ish firm that specialises in commercialising 
new technologies, notes that European stock 
exchanges typically emphasise investor pro- 
tection more than their American counter- 
parts, a tendency that might make it more 
difficult for European entrepreneurs to cash 
out locally and recycle the fruits of successes 
into new ventures. Thankfully, the Ameri- 
cans are once again on hand to help out. Ask 
mostof the new breed of European entrepre- 
neurs where they would like to float their 
company and a single answer dominates: 
the Nasdaq, America’s market of choice for 
high-tech firms. That 
is a telling measure of 
how far Europe has 
come, but also of how 
far it has yet togo. 

. . 
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Vodafone and Mannesmann 
Endgame 


FRANKFURT 


ITH three weeks left for shareholders 
to weigh up the world’s biggest-ever 
hostile takeover bid, the gloves are coming 
off. This week, claim and counter-claim flew 
thick and fast between the bidder, Britain’s 
Vodafone AirTouch ts target, Ger- 
many’s Mannesman one point; Man- 
nesmann even accused its besieger of attrib- 
-uting to it four claims that it never made. The 
_ week also saw what will probably be the 
`- drama’s final set-pieces before the votes are 
“counted on February 7th. 
The first of these was Vodafone's much- 
‘flagged launch of a global platform for mo- 
bile data and the Internet. The move was de- 
“signed to upstage Mannesmann, whose 
< boss, Klaus Esser, has constantly empha- 
-7 sised his company’s lead in the data busi- 
< ness: With partners that include Sun Micro- 
systems, Nokia and rsm, which will build a 
_ branded “portal” or entry point, Vodafone 
hopes to allay fears that it is late online. 
Mannesmann was quick to accuse Vo- 
‘odafone of copying it poorly. Vodafone, it 
<< scoffed, will not even unveil an Internet 
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brand until July, whereas Mannesmann is 
already Europe’s third-largest Internet ser- 
vice provider, with 2.6m customers. More- 
over, many doubt Vodafone's ability to build 
a truly global platform, since it can be rolled 
out only in those operations where Voda- 
fone has control. Bell Atlantic, its controlling 
partner in America, may continue with its 
own Internet strategy. Mannesmann’s bank- 
ers dismiss the launch as “the most expen- 
sive name-dropping exercise in history”. 

The other set-piece was the publication 
of Mannesmann’s defence document, due 
on January 14th after The Economist had 
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gone to press. Despite speculation about j 
white knight—Vivendi, a French congioms 
ate, is the latest hope—Mannesmann's ad 
visers say the tome will spring few surprise 
Rather, it will elaborate familiar argumen 
chiefly that, unlike Vodafone, it has a coher 
ent strategy for voice and data services or 
both mobile and fixed-line networks, and 
has control over its key international assets, 
which include Orange, a British mobile oper- 
ator that Vodafone would have to spin off. 
Mr Esser also contends that Vocafone’s 
all-share offer, currently worth €132 billion 
($135 billion), undervalues Mannesmann by 
50% despite being far above its share price 
before the Orange takeover. Companies 
with strong data businesses, he has arguec 
are now being re-rated in light of the success. 
of pioneers such as Japan's DoCo: 
analysts agree that Mannesmani 
dervalued, but not by as much 
claims. Lehman Brothers, one of t 
investment banks not working for 
side, has backed a merger, whic 
reckon would, boost Mannesman: 
by 80% over the next 12 months, 
growth if it stays independent. 
Notthat Vodafone has made life easy for 
itself since publishing its offer document 
two days before Christmas. New figures 
show that it is picking up new subscribers 












Stealth chip 


SAN. FRANCISCO 


Fo ages, one of the most closely guard- 
CA ed—and hence most talked-about—se- 

ctets in Silicon Valley has been what Trans- 
| -meta,a privately-held start-up, isdoing.On 
| January 19th, the secret will be out when 
| the company finally unveils its “Crusoe” 
product line. 

It comes as no surprise that Transmeta 
has created so much buzz. Not only does 
the company employ Linus Torvalds, the 
legendary creator of the increasingly pop- 
ular Linux operating system. It is also 

backed by Paul Allen, the co-founder of 
"Microsoft and one of the most active high- 
tech investors these days. These names and 
the company’s secrecy have produced 
plenty of wild speculation. Some hackers 
fear that Transmeta is a conspiracy 
planned by Bill Gates to keep Mr Torvalds 
from improving Linux. Several websites 
even suggest that the start-up, based in 
Mountain View, is working with extra-ter- 
restrial technology. 

So far, however, the only fact that any- 
one really knows about Transmeta is thatit 
has developed a new computer chip. “We 
re-thought the microprocessor to create a 
whole new world of mobility,” the firm 
says on its meagre web site, which also in- 
cludes a hidden message embedded in one 
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of the pages:“Crusoe will becool hardware 
and software for mobile applications.” 

Patents filed by Transmeta give a few 
hints about why Crusoe may be so “cool” 
(although the firm’s founder, David Ditzel, 
insists they should not be taken too seri- 
ously). They describe a chip that could run 
software not just written specifically for it- 
self but for any other microprocessor such 
as Intel’s Pentium or Sun’s sparc. Crusoe’s 
versatility apparently comes because it is 
pre-programmed with “code-morphing” 
software, a sort of translator. It turns in- 
structions meant for, say, a Pentium chip 
on the fly into commands for Transmeta’s 
own microprocessor, a very powerful so- 
called risc chip. This process is supposed 
to make Crusoe faster, cheaper and less 
power-hungry than existing chips. 

That last feature, in particular, would 
make Transmeta’s chip a perfect brain for 
the Internet appliances and handheld de- 
vices whose numbers are likely to explode 
in the years to come. The power demands 
of the chips that are currently used in mo- 
bile computers drain batteries quickly. 
Small wonder that the company is also ru- 
moured to have developed a web device as 
proof of its concept. 

Transmeta could also give the pc mar- 
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ket a shot—and thus cause some pain tothe 
Wintel alliance of Microsoft and intel. In- 
tel’s competitors have always had to deal 
with the problem that the company con- 
trols many. patents relating to pc chips. 
Transmeta may avoid that issue, since an. 
important part of its technology is imple- | 
mented in software. What is more, Crusoe- 
powered rcs would not need torun Micro- | 
soft's Windows. 

Even if Transmeta can live upto all the 
nype, there is no guarantee that it will be a 
commercial success. The Valley has seen, 
many hot new chip companies that failed 
to make it. But in one way, Transmeta has 
already left a lasting legacy. It is the final 
proof that secrecy can bring the best pub- 
licity. In fact, being in “stealth mode” is 
now a rite of passage for promising new 
start-ups. 
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Virtual advertising 


S A way to ensure lots of publicity, it 
was hard to beat: last year David Beck- 

ham, a Manchester United footballer, had 
the name of his baby, Brooklyn, tattooed 
across his backside. Increasingly, less pain- 
ful technology is being used to catch the 
eye of sports fans. “Virtual advertising” al- 
lows the seamless insertion of advertising 
banners, objects and logos into transmis- 
sions of sporting events and other televi- 
sion shows. The potential uses are mind- 
boggling: in one notorious example, view- 
ers of a football match in Greece saw giant 
spray-cans of deodorant hovering over the 
pitch. In an attempt to prevent this sort of 
thing from bringing the game into disre- 
pute, football’s governing body, Fira, has 
just issued a set of guidelines to outline 
what kinds of virtual advertising it regards 
as acceptable. 

So far, regulation of the technique is 
somewhat haphazard, with strict rules in 
some countries and a free-for-all in others. 
The rules, where they exist at all, also vary 
from sport to sport. FIFA is not the first 
sporting body to impose limits on the use 
of virtual advertising, but its rules are by far 
the most detailed. Superimposing logos or 
other advertisements on to the centre-cir- 
cle and penalty areas of the pitch will, for 
example, not be allowed while play is un- 
der way, and superimposing logos on to 
players or spectators is forbidden altogeth- 
er, as is the use of the air-space above the 
pitch (so no more floating deodorants). 

Given that rira’s old rules banned vir- 
tual advertising altogether, however, the 
new guidelines also constitute an admis- 
sion that the technique is likely to become 
far more widespread in future. It is easy to 





see why: virtual advertising allows the 
same space to be sold several times (since 
different advertisements can be inserted 
for viewers in different regions, or different 
countries). It is more likely to be seen by 
viewers, who often regard commercial 
breaks as opportunities to visit the fridge. 
And surveys evaluating its use in football 
have found that it is more effective than 
arena signs and logos on uniforms. 

Whether viewers would be prepared 
to put up with virtual advertising in other 
forms of programming is less clear. The big 
challenge for the nascent virtual advertis- 
ing industry is to persuade television net- 
works to allow the inclusion of virtual ad- 
vertising in such programmes as soap 
operas and comedy shows. The technol- 
ogy exists for “virtual product placement” 
so thata particular product can be inserted 
into a scene—something that is technically 
more difficult than painting a virtual logo 
on to a football field, but does not need to 
be done in real time. 

Viewers in America watching cps’s 
evening news broadcast from Times 
Square saw a billboard advertising cps 
news. The billboard wasn’t really there; 
and public discussion of the matter has 
raised the question of the technology’s ef- 
fects on the credibility of news pro- 
grammes. 

Dennis Wilkinson of Princeton Video 
Image, the firm that provided css with the 
technology, says the industry understands 
the need for sensitivity, and has adopted a 
voluntary code of practice to allay such 
fears. Although it would be possible to add, 
say, an iMac computer to an old re-run of 
the bar-room sitcom “Cheers”, he says, it 
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Enhancing the bottom line 


would look wrong. An extra bottle of beer 
on the counter, on the other hand, would 
not look so out of place. 

The emergence of another new tech- 
nology could sharpen broadcaster enthu- 
siasm. The rise of video recorders based on 
hard disks, which can eliminate commer- 
cial breaks automatically during playback, 
could further reduce the effectiveness of 
traditional advertisements. In which case, 
in-programme product placement might 
suddenly become rather popular. 








more slowly than Orange. Also, it has been 
stymied in its efforts to boost its stake in Air- 
tel,a Spanish mobile operator that British Te- 
lecom is also eyeing—proof, according to the 
Mannesmann camp, that its lack of majority 
stakes is holding it back. 

More damaging still are reports of tact- 
less comments by Chris Gent, Vodafone's 


boss, over the Christmas break. While 
watching cricket with reporters, he imper- 


sonated Mr Esser in a lame German accent 


and mocked his love of poetry, Harmless 


fun, surely? Not in Germany, where the 


press has portrayed the performance as an 
attack on Germans in general. Vodafone's 
advisers worry that the episode has dam- 


aged its fragile support among German fund 
managers and retail investors, who together 
hold a third of Mannesmann. 

An even bigger argument rages over 
takeover risks. Mannesmann says Vodafone 
underplays the number of shareholders 
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who would be hit for capital-gains tax on the 
deal. It also accuses Vodafone of misleading 
investors about the chances of a lengthy Eu- 
ropean Commission probe, and complains 
that shareholders will have to vote before the 
commission makes up its mind. And it in- 
sists that, under German law, Vodafone will 
need to win 75% of shareholders’ votes at a 
special meeting in order to demerge Orange 
without incurring a bill of up to €60 billion 
to pay off minorities. Vodafone's lawyers 
disagree, but nobody seems certain. 

Asthe legal wrangling continues, the me- 
dia war is set to intensify. Between them, Vo- 
dafone and Mannesmann have set aside 
€850m for the fight, as much as €150m of 
that on advertising. As Messrs Gent and 
Esser prepare for more roadshows, identify- 
ing levels of support remains largely guess- 
work. Predictably, both sides claim to have 
won over the majority of fund managers. 
Among large shareholders, however, only 


Hutchison Whampoa has so far revealed its 
hand, pledging its 10% of Mannesmann to 
Mr Esser. The lingering gap between Man- 
nesmann’s share price and the offer price 
(see chart on previous page) suggests that the 
market still has big doubts about Vodafone's 
chances. 





Construction and the Internet 
New wiring 


NEW YORK 


NYONE who has ever hired a builder 
knows that even the simplest job tends 

to be plagued by cost overruns and delays. 
And the bigger the project, the bigger the pro- 
blems: according to one estimate, inefficien- 
cies, mistakes and delays account for $200 
billion of the $650 billion spent on construc- 
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tion in America every year. 

It is easy to see why. A building project, 
whether it is a hotel or a cement plant, in- 
volves dozens of businesses—architects, en- 
gineers, material suppliers—working togeth- 
er for month or years. Each project entails 
thousands of transactions, all of them cur- 
rently recorded on paper. A typical $100m 
building project generates 150,000 separate 
documents: technical drawings, legal con- 
tracts, purchase orders, requests for informa- 
tion and schedules. Project managers build 
warehouses just to store them. Federal Ex- 
press reputedly garnered $500m last year 
just shipping blueprints across America. 

Worse, construction isa slow affair, regu- 
larly held up by building regulations, 
stroppy unions and bad weather. Owners, 
architects and engineers must physically vis- 
it sites. With everything still done by fax or 
telephone, requests for the size of a roof tile 
can take weeks and seemingly minor 
changes can lead to long delays as bits of pa- 
per wind through approval processes. Even 
then, mistakes are common. Wrong supplies 
arrive and bills go unpaid. Given onerous 
shipping costs and the high value of com- 
mercial contracts, mistakes matter. Building 
is one of the world’s most litigious industries. 

Help is at hand. A group of new busi- 
ness-to-business companies plan to turn all 
construction into an efficient virtual process. 
Daryl Magana, chief executive of Bidcom, 
says his company creates a separate website 
for every building project for clients includ- 
ing the city of San Francisco, The Gap and 


General Electric. Everyone involved from 
the architect to the carpenters can then have 
access to this site to check blueprints and or- 
ders, change specifications and agree deliv- 
ery dates. Moreover, everything from due 
dates to material specifications is perma- 
nently recorded. 

Clients love this approach. Harlan Kelly, 
city engineer at the city of San Francisco, says 
Bidcom has cut project time by six months: 
“We can do things quicker, faster and better 
and there are fewer arguments about wheth- 
er information has reached people.” Charlie 
Kuffner, Northern California business man- 
ager for Swinerton & Walberg Builders, a 
large contractor, says that using Bidcom has 
reduced by two-thirds the time needed to 
deal with requests for information. Such en- 
dorsements have helped the group to attract 
some blue-chip investors. On January uth 
Bidcom raised $46m from, among others, GE 
Capital, Oracle and Internet Capital Group, 
a venture-capitalist group which owns 25% 
of the stock and is likely to push for an early 
public offering. 

BuildNet—which focuses on residential 
rather than commercial construction and 
raised $105m this month from investors in- 
cluding Kaufman and Broad, America’s big- 
gest home builder—takes a different ap- 
proach. Rather than set up websites for 
specific projects, its software integrates the 
back-office systems of builders and suppli- 
ers, in the same way that modern supermar- 
kets and their suppliers are linked. While 
there is some loss of flexibility—a new sup- 
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Have you seen my hub? 


plier cannot quickly be brought into a pro- 
ject—efficiencies are potentially huge as ma- 
terials are delivered just in time and 
automatically, cutting out human error and 
costin theordering process. 

Both of these companies aim to be much 
broader than mere software providers. They 
are tuming themselves into fully fledged 
business-to-business Internet hubs that start 
by amassing content (news, prices, gossip, 
job opportunities) tailored to their industry, 
zo draw buyers and sellers to their sites. Once 





Blech 


(19 AYBE those anti-capitalist, unsci- 

entific Europeans are against ge- 
netically modified (Gm) food. But we opti- 
mistic, pro-capitalist scientific Americans 
know better.” American producers of the 
stuff often took that line in 1999—but the 
latest Angus Reid poll for The Economist 
shows it to be at best a partial truth. 

The poll was carried out among more 
than 5,000 respondents in eight countries 
where cm foods have been an issue, in late 
November and early December 1999. In 
the three European countries included, it 
confirms that the public is deeply suspi- 
cious (see chart). Among those in Germany 
who have heard of or read about GM food, 
for example (and that includes 95% of Ger- 
mans) fully four-fifths say that they would 
be less likely to buy a food because it was 
genetically modified. The French are only 
marginally less hostile to the foods, with 
Britons easily the least unfavourably dis- 
posed of the three European countries. 

But America is also unenthusiastic. 
Only 4% of Americans would actually be 
more likely to buy foods because they are 


genetically modified. By contrast, 57% 
would be less likely to buy them. 

Indeed, the sharpest distinction be- 
tween America and Europe lies not in the 
percentage of people rejecting Gm foods, 
but in public awareness. A third of Ameri- 
cans say that they have read or heard noth- 
ing about them, compared with about one 
in ten Europeans. There can be no guaran- 
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tee that more widespread knowledge in 
America will bring with it more accep- 
tance. In neighbouring Canada, for exam- 
ple, demonstrations are planned against a 
big international conference on biosafety 
to be held in Montreal from 24th January, 
demonstrations which may raise both 
public awareness and public hostility. 

The seemingly insoluble public rela- 
tions problem for proponents of Gm food 
is underlined by the reasons people op- 
pose it. The most significant reason is that it 
is nutritionally bad, cited by 31% of respon- 
dents questioned. A further 30% worry that 
it is experimental and of uncertain impact, 
and 20% more that it could cause muta- 
tions, viruses or impact on species. These 
are deep and personal fears. 

When itcomes to the advantages, how- 
ever, only one is mentioned by more than 
15% of respondents: productivity, cited by 
31% of those questioned. But this may be 
seen as a benefit to producers, not consum- 
ers. A mere 8% of those surveyed cite as an 
advantage the fact that Gm foods would 
help feed the poor and hungry. This is few- 
er than the 9% who cite as an “advantage” 
the benefits of Gm foods to the profits of 
the agricultural industry. 
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enough are online to créate liquidity; the hub 
turns into a marketplace, cutting out tradi- 
tional middlemen and taking a commission 
from the transactions it hosts. 

The scale economies are potentially 
enormous. Mohanbir Sawhney, professor of 
e-commerce at Kellogg School of Manage- 
ment and Steven Kaplan, at the University of 
Chicago Business School, argue in a recent 


Movie theatres 


_ Apocalypse now 





“HERE is carnage. in America’s cinemas 
these days, and not all of it is on the 
screen. Having built far more cinemas in re- 
-cent years than the market can sustain, the 
» big chains of movie theatres are leaking cash 
and watching their share prices crash 
through the floor. Rumours are now swirling 
round the industry that one of the compa- 
nies is likely to file for Chapter 11. And, just as 
| films appear in Europe some time after they 
open in America, so the industry's troubles 
threaten tocross over too. 

All good stories have a strong theme run- 
ning through them. The moral of this one is: 
beware the notion that big is better. While 
the business was riding high a couple of 
© years ago, two sorts of big were in vogue in 
~ the business: big companies and big theatres. 

The ordinary old cinema was super- 
seded during the second half of the 1970s 
and the 1980s by the multiplex. Then, in the 
© early 19908, the megaplex arrived. Defini- 
> tions are flexible, but multiplex tends to 

mean fewer than 15 screens, and mega more 
|.” than 15; more importantly, however, mega 
tends to have “stadium seating’-~arranged 
‘on steps, so the hat in front does not obscure 
your view—and digital sound. 
The theatre owners, who had been strug- 
gling to find ways to pep up a slow business, 
were thrilled by the megaplex. They talk in 
terms of how large an area a cinema can 
“clear’—the radius of the area that people 
will come from to your cinema to see a big 
hit. Clearance zones have fallen from 15 
miles (24 kilometres) in the 1960s to two or 
> three miles now. But the first megaplexes, 
> theatre owners found, were clearing five- 
mile radiuses. It looked as though cinemas 
had found their salvation. 
In their enthusiasm for building new 
_ > megaplexes, the theatre owners were egged 
_- on by the shopping-mall operators. Ameri- 
_-¢a’s malls were havinga hard time, and oper- 
ators decided that they needed “anchor” 
tenants, who would lure the crowds. Movie 
< theatres, everybody decided, were the thing; 
so the chains were bribed to build. 

At the same time, Wall Street got into the 

theatre business. “From a strategic financial 
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article that the value created by business-to- 
business hubs, where every buyer and seller 
can potentially link with every other, vastly 
exceeds that of business-to-consumer mod- 
els where there are lots of buyers, but just one 
seller. The fragmented construction industry 
needs such a marketplace. Unless people 
start living in virtual buildings, there will al- 
ways be plenty of bricks and mortar to trade. 


Sometimes big is bad news, as the story of the movie-theatre business suggests 


| Share prices, July Sth 19992100 














pointof view,” says Marina Jacobson, an an- 
alysts at Bear Sterns, “movie theatres are at- 
tractive. They have a huge free cash flow.” 
Kohlberg Kravis Roberts, a buy-out firm, 
started acquiring small properties, and then 
in 1998 devised a plan with Hicks Muse Tate 
& Furst to put together two of the biggest 
chains, Regal Cinemas and United Artists, 
into one vast company. The United Artists 
deal fell through, but kkr and Hicks Muse 
jointly bought Regal, stuck it together with 
other properties, and created a 2,500-screen 
chain, making it the biggest in the country. 

But the buyout boys were not just ac- 
quiring a nice set of accounts. There was a 
grand scheme behind these deals, too. The fi- 
nancial firms reckoned that, by creating a big 
company, they could reverse the traditional 
balance of power in movies. Instead of Hol- 
lywood screwing a fragmented theatre busi- 
ness, the opposite would happen. 

It didn’t work out that way. For a start, 
the megaplex-building went crazy. The first 
megaplexes, which produced such wonder- 
ful figures, were built in the most promising 
markets. After that, the returns diminished. 
Yet the building went on, because every- 
body wanted a megaplex in the biggest mar- 
kets. “You've got 30-plexes over the street 
from 20-plexes,” says. Mike Patrick, chief ex- 
ecutive of Carmike Cinemas, based in Co- 
lumbus, Georgia, which is the third-largest 
chain. 


There was a problem. with the biggest 
megaplexes, too. There were not enough 
movies to fill them. At any one time there are’. 
around 14 movies doing business in America. 
That is enough to fill a multiplex, or a small 
megaplex if you stick the popular films on a 
couple of screens. The theory was.that for- 
eign films, which have never made much 
headway in America, would fill the extra 
screens. It hasn't happened. Mr Patrick 
thinks it was a silly idea. “If they didn’t like it 
before, why would they like it now?” 

As the number of screens has rocketed, 
so has the debt that the cinema chains are 
carrying. Capacity utilisation has fallen, all 
four of the publicly-quoted chains lost mon- 
ey in their last full recorded year, and their 
share prices have crashed (seechart 1). 

Nor has consolidation shifted. the bal- 
ance of power from Hollywood. Cinemas 
are paying as much for their movies as they 
ever were. Of course, an oversupplied mar- 
ket does not offer the best conditions for test- 
ing the theory. But Chris Dixon, at Paine 
Webber, maintains that the buyout firms 
had misunderstood the nature of the movie 
market. “The idea that the balance of power 
would swing in the exhibitors’ favour was 
nonsense. The exhibitor is always at the mer- 
cy of the studio that has just released the lat- 
est hit.” 

For the industry to start recovering, says 
Mr Dixon, one of the chains needs to gooutof 
business, and a lot of theatres need to be 
closed. The first of his wishes looks as though 
it may come true. The second is beginning to 
happen, but the process will bea long one. 

Are Europe’s chains getting themselves 
into a similar mess? Europeans have been 
building nearly as fast as over the past few 
years as the Americans have. But Europe is 
still building more of the moderate-sized 
multiplexes, rather than going in for the 
American-style giants, And most European 
countries have proportionately fewer 
screens than America does. 

Yet Karsten Grummit, who runs Dodona 
Research, an industry consultancy, points to 
some worrying signs—even in Britain, a rela- 
tively underscreened country. “Nobody's 
losing money there, but things are a lot 
tougher than they were a couple of years 
ago.” Capacity utilisation, as measured by 
tickets sold per screen, is falling (see chart 2), 
and competing multiplexes are springing up 
in many cities. Europe's chains need to look 
over the pond and beware. 
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Vox populi 


Amar Bose’s speakers are so well engineered that he says they sell themselves. 
Clever marketing always helps, too 


j ie first speakers that the Bose Corpora- 
tion ever built were the fruits of sheer 
frustration. Four decades ago, as Amar Bose 
completed his doctorate in electrical engi- 
neering at the Massachusetts Institute of 
Technology (mrt), he shopped around for a 
good pair of speakers. He assumed that ana- 
lysing the technical specifications of the va- 
rious components would lead him to a high- 
quality stereo system. The shock of finding 
that he still got lousy sound propelled him 
into a career in psychoacoustics, which stud- 
ies the relationship between sound as per- 
ceived by people and as measured by elec- 
tronics. It also convinced him that he could 
build a better system himself. 

And he did, sort of. The first Bose speak- 
ers, the 2201, were technically excellent. 
Those who heard them agreed that they 
sounded much better than conventional 
ones. However, they were a dud commercially: only a handful 
were ever built. That is because they were too large and clumsy for 
most customers. 

That early failure led Mr Bose to another revelation: most peo- 
ple want good sound, but not the big, complicated systems fa- 
voured by supposed experts. Armed with this insight, he has 
forged his closely held firm into the world’s biggest audio brand. 
The Bose brand has 20% of the American market for home speak- 
ers, according to nen Intelect, a research firm. jei and Infinity, the 
two top brands belonging to the firm’s closest rival, Harman Inter- 
national, together have only 13%. More impressively, Bose madean 
operating profit of about $170m on sales of nearly $1 billion in its 
last fiscal year (see chart). Harman achieved only $105m in compa- 
rable profits on sales of $1.5 billion in its last fiscal year. 

Much more important to the ascetic Mr Bose is that his name is 
widely associated by ordinary folk with high-quality sound. Curi- 
ously, though, in spite of his firm’s powerful brand, Mr Bose is 
openly disdainful of traditional marketing. “The marketing peo- 
ple’s perfect product”, he once muttered, “is something that has 
one more knob and is one dollar cheaper.” 

Rather, he points to his firm’s motto: “Better sound through re- 
search.” The Mountain, the firm's headquarters just outside Bos- 
ton, has all the characteristics of a univer- 
sity engineering department—right down 
to the practical but grim underground 
tunnels. He employs 600 engineers, many 
from mrt, where he still teaches a course 
in psychoacoustics. Engineering remains 
his passion: one lieutenant gushes that 
“ideas shoot out of him like a Van de 
Graaff generator.” 

“My interest in this company is as a 
machine for research,” says Mr Bose, ex- 
plaining that he ploughs all profits back 
into the firm. Ask him about returns on in- 
vestment, and he confesses that he has no 
idea. Controlling nearly all of the shares in 
Bose insulates him, he says, from such 
pesky financial concerns. To bolster his 
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point, Mr Bose reveals his hitherto secret plan 
for the firm after his retirement. Rather than 
go public or cash out his fortune, he says he 
will donate his shares to a new non-profit 
educational trust, which will keep the firm's 
focus on long-term research. 

Such high-minded devotion to innova- 
tion is so rare that it is tempting to agree with 
him that it must explain his success. After all, 
the firm has won countless awards for engi- 
neering excellence. Still, Mr Bose’s success 
does not rest as much on remarkable engi- 
neering prowess as he seems to think. Walk 
into any high-brow stereo shop and ask 
about Bose. More than likely, the resident ex- 
pert will sniff: “No highs, no lows? Must be a 
Bose.” Young, testosterone-charged audio- 
philes prefer giant speakers that set off small 
earthquakes. Nerdier snobs complain that 
music always sounds “good” or “clean” on a 
Bose system, even if the original did not; they say that they prefer 
“exact” reproduction, warts and all. 


Speaker’s corner 

This criticism sends Mr Bose leaping to the drawing board that oc- 
cupies an entire wall of his office, furiously scribbling impenetra- 
ble equations and diagrams designed to refute “such nonsense”. 
Mr Bose concedes that his systems use filters that cut off frequen- 
cies that giant speakers put out. But, he insists, people do not no- 
tice; and the benefit comes in greater compactness and reliability. 
Indeed, most consumersdo not care about specifications; they just 
want a great stereo. As the firm’s sales and market research show, 
many customers believe Mr Bose builds exactly that. 

Though Mr Bose denies it, the reason they dois clever market- 
ing. Unlike most rivals, the firm relies heavily on unorthodox dis- 
tribution channels that appeal directly to consumers. The reason, 
explains Sherwin Greenblatt, the firm’s president, is the very inno- 
vation that Mr Bose so cherishes. Because the firm’s engineers of- 
ten produce products that are startlingly different from traditional 
stereos, ordinary retailers often do not promote them well. For in- 
stance, they did not know what to make of the firm’s expensive 
Wave radio, a stylish but chunky compact-disc player with a 
built-in alarm clock. So Bose withheld the 
product from retailers, and sells it directly 
toconsumers. It is a runaway success. 

The best proof of the firm's marketing 
skill is found at the dozens of Bose retail 
stores scattered about America. Visitors 
settle into a sofa, opposite a big television 
and giant speakers, to enjoy a dazzling 
sound show. Afterwards, the salesman 
lifts the (fake) speakers with a flourish, to 
reveal tiny Bose speakers the size of a 
baseball. This stroke of theatre—which 
the firm calls “The Reveal’—generally 
turns sceptics into converts. Whatever Mr 
Bose protests, it is clear that good market- 
ing matters just as much as good sound 
and good engineering. 
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licensed to kill 


: Does the Internet sound the death-knell for the traditional bond market? 


| (OYENTLEMEN may prefer bonds, but on- 
AF line investors, it seems, have only got 
eyes for equities. More than one-quarter of 
American share trades now take place via 
‘the Internet,compared with fewer than1%of 
trades in fixed-income securities (bonds). 
But change is in the air in cyberspace. The 
new year has begun with several big Wall 
Street firms claiming to have underwritten 
“first” Internet bond issues of various kinds. 
There is serious talk that the $14 trillion bond 
market—the most traditional and relation- 
ship-based of financial markets—may soon 
become as automated and online as that for 
equities. However, the obstacles to this are 
bigger than most people will admit in these 
days of Internet hype. 
On January 5th, Warburg Dillon Read, 
Merrill Lynch and Salomon Smith Barney 
announced the launch of the first interna- 
tional bond to be marketed and (in part) 
_ subscribed to over the Internet, for Freddie 
“Mac, an American-government mortgage 
agency. One day later, the World Bank— 
which has long prided itself on being a 
bond-market innovator~announced the 
“first fully-integrated online bond-offering”, 
“to be led by Goldman Sachs and Lehman 
© Brothers, and featuring a syndicate including 
- online retail brokerages such as Fidelity and 
‘Schwab. On January 12th, Morgan Stanley 
Dean Witter claimed to have outdone the 
World Bank by selling $to billion of bonds 
«for Fannie Mae, another American govem- 
“ment mortgage agency, with more than a 
«third of orders submitted electronically. 
Who exactly was first—and the city of 
. Pittsburgh has a good claim to the gold med- 
al, having sold $57m of municipal bonds 
© (“munis”) direct to online investors last No- 
- vernber—is immaterial to outsiders. The 
point is that Wall Street firms are trying to 
"put themselves at the forefront of e-bond- 
trading while it is still in its infancy. They 
have no intention of repeating their Luddite 
errors in the equity market, where they ini- 
tially tried to kill off the nascent online-trad- 
~ ing business, only to find themselves forced 
> “toseramble tocatch up. If there is tobe an In- 
< teret revolution in bonds, Wall Street's big 
| Boys intend tobe in the vanguard. 
-in primary bond offerings, electronics 


SONOMIST JANUARY ISTH 2000 





will supposedly put individual retail inves- 
tors—in. the past at a serious disadvan- 
tage—on an equal footing with big sophisti- 
cated institutions. But Wall Street’s finest are 
also trying to take the secondary market on- 
line. For instance, Goldman Sachs will offer 
the World Bank’s e-bonds on its proprietary 
electronic-trading system, Web.eT. Goldman 
has also established “Bond Hub”, a joint- 
venture website with Morgan Stanley and 




























































Salomon Smith Barney (and one or twomore 
to join before long). It blends the three firms’ 
research. The idea seems to be that co-oper- 
ating with a few rivals who share many of 
the sare customers will give those custom- 
ersenough variety to dissuade them from go- 
ing to other competitors’ sites. : 

All this activity may be less revolution- 
ary than it appears, however. Wall Street 
seems to be trying to control the process of | 
going electronic from the inside, inan effort. 
to limit the damage of coming changes to 
this part of its business. Bond trading is an 
toriously inefficient market, allowing br 
kers to ear juicy margins for facilita 
trades~-at least with retail customers 
Street firms say their use of the Internet is 
way of making their sales forces more « 
tient, rather than of dispensing with thi 
Many of the crop of electronic-trading sys- 
tems that have sprung up recently allow bro- 
kers totrade more efficiently with each other, . 
but donot provide access to their customers. 

The recent online offerings may allow 
individual retail investors to participate, but 
that will not necessarily become the norm | 
for new issues. Moreover, in these online of- 
ferings itis still human traders who set prices 
and allocate the securities. Attempts to auto- 
mate this human factor are so far comi 
only ‘from. Internet upstarts such as Mu 
niAuction, which ran the auction of Pitts- 
burgh’s bonds. 











Counter arguments 

Wall Street may also be talking up its e-bond 
efforts in order to ward off the Securities and: 
Exchange Commission, America’s main 
markets regulator. Having long ignored the 
fixed-income markets, the sec now frets 
publicly about their lack of openness. Bonds 
are mostly sold “over the counter”, with: 
prices quoted privately to customers by the 
salesman. There is no equivalent of the trans- 
parent prices posted by stockmarkets—in-_ 
deed the sxc has terrified Wall Street firms by 
saying that a bond exchange would be a 
good idea. None of these firms has gone as 
far in providing greater transparency as Tra- 
debonds.com, a firm established barely si 
months ago, which quotes prices drawn: 
from 400 brokers on more than 14,000 
bonds. Ed Prado, who runs Tradebonds,. 
claims to be able to offer his retail customers. 
prices up to1.5 percentage points lower than 
they could get from traditional brokers. 

A senior bond trader at one big Wall 

Street firm concedes that a lack of openness 
in the price-setting process is currently the 
main point of “friction” (ie, dealers’ profits) 
in the market, and that the Internet will re- 
duce this. Even so, the potential for electron- 
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Essex man versus the machine 


ISIT, on a Friday evening, Paddy Fo- 
leys, an Irish pub in Tokyo, or any of 
the bars in the City of London, or indeed in 
most other financial centres, and you will 
find a gaggle of tubby British men. Usually 
from London’s East End or Essex, the 
neighbouring county, they will be drinking 
copious amounts of beer. As likely as not, 
4 they are brokers—or, at least inter-dealer 
1° brokers (1pps). Market-makers quote prices 
(for bonds and the like) to customers and 
take positions in all manner of financial as- 
sets: pgs deal only between market-mak- 
_ers, allowing the latter to shed unwanted 
positions without showing their hands. 
Sadly, theirs is a dying breed, bond brokers 
not least. The days when market-makers 
could sit down to a long lunch with their 
brokers, who would order steak (“make it a 
big one”) and a bottle of Chablis (pro- 

» nounced “tchabliss”) are going fast. 

Bonds and currencies used to be their 
mainstays: in the mid-1980s, for example, 
bond market-makers' margins were often 
half a percentage point; they are now 
much, much finer, which has made mar- 
ket-makers far less willing to shell out bro- 
kerage fees. “How do you get a small bro- 
ker? Start with a big one”, quips the boss of 
one (still big) brokerage firm. 

That is not the only reason for slimmer 
profits. Historically, the industry has been 
plagued by overcapacity. Until compara- 
tively recently, there were two dozen inter- 
dealer money-brokers in Paris alone. tops 





ic bond trading may be less than in equities, 
futures and options. Individual investors 
may not get as excited about e-bonds as they 
have about shares because, unlike some 
share prices, bond prices rarely double in 12 
months. Indeed, recently bonds have been 
lousy investments. Online brokerages are 
only now starting to offer bond-trading ser- 
vices on their sites. 

Moreover, bonds are typically much less 
liquid than shares. They are often bought by 
investors, such as insurance companies, that 
hold them to maturity. There are over 4m 
fixed-income securities currently issued, 
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EN IETA 
| The chart accompanying iest week's leader | 
| “Catch up if you can” was labelled the wrong 
| way round. Here we reproduce the correct ver- 





grabbed business by cutting commissions 
to the bone, and by hiring, for lavish sums, 
anyone that was halfway good at the job. 

Falling turnover between market-mak- 
ers is another problem. Market-making 
firms stopped quating prices to one anoth- 
er long ago. Now many have stopped quot- 
ing prices to anyone: in the euroyen-bond 
market, for example, there were, at the 
peak, 29 market-makers; now thereare ten. 
Firms that had few customers used roes to 
get themselves out of trouble; those re- 
maining rely on them far less, Even in. mar- 
kets where turnover has grown, rpgs have 
been forced tocut their commissions. 

Last year’s introduction of the euro re- 
duced the number of currencies in which 
ips could deal; consolidation among 








compared with only a few thousand listed 
shares; individual bonds trade much less of- 
ten than an individual equity. According to 
André Cappon of csm, a consultancy, the 
main potential for online bond-trading is in 
fixed-income securities that are already fair- 
ly liquid: these (notably government bonds 
and blue-chip corporate bonds) are likely to 
become more liquid, and more keenly 
priced. But high-yielding corporate bonds, 
munis, and asset-backed securities are likely 
toremain illiquid—and will thus continue to 
provide profitable opportunities for those 
intermediaries willing to take the risk of 
making a market in them, 

One innovation may prove him wrong. 
State Street will soon activate its “Bond Con- 
nect” trading system. This will allow the in- 
stitutional investors that dominate the bond 
market to trade directly with each other 
through a sophisticated order-matching sys- 
tem, operated under the auspices of the Bos- 
ton Stock Exchange. Institutions will be able 
to put large block-trade orders into the sys- 
tern safe in the knowledge that no informa- 
tion about their intentions will leak into the 
market before the order has been executed. 


banks, who provide 80% their revenues, 
has drastically reduced the number of po- 
tential counterparties. And new electronic- 
trading platforms have silenced Essex 
man’s dulcet tones. A few years ago, IDES 
that relied on word of mouth had 100% of 
the foreign-exchange broking market;now, 
electronic broking offered by the likes of 
Reuters, a news organisation, have 
grabbed 80% of it. 

Das have responded to these pres- 
sures by merging. Last year Garban and In- 
tercapital, two big ross, were wed; this 
week Garban-Intercapital and Prebon an- 
nounced that they would merge their spot 
foreign-exchange operations. All pbs are 
also mulling how far they should go down 
the electronic route. “The big debate is how 
far can we take our business on to an elec- 
tronic: platform”, says Michael Spencer, 
Garban-Intercapital’s boss. Quite a long 
way, it seems. Perhaps not in some deriva- 
tives products, where counterparty risks 
make an electronic-broking service diffi- 
cult, but certainly in bond markets. Cantor | 
Fitzgerald, a big American-owned 1pB, last 
year launched an electronic exchange for 

l 
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Treasuries. BrokerTec, another American 
ips, wants this year to launch an electronic 
bond-broking system in Europe. 

Going electronic and, in effect, making 
themselves into exchanges, has three big 
implications: regulators might well force 
ipBs to open their services up to every- 
body, not just market-makers; Essex man 
will have to find another job (“I'm being re- 
placed by a machine,” laments one). And 
the third? Sell brewery shares. 


This should allow them toget a much better 
price. Bond Connect also promises to tackle 
the problem of having millions of thinly- 
traded securities by allowing investors to 
trade portfolios of different bonds that, bun- 
died together, have the characteristics the in- 
vestor wants, Though there are many more 
bonds than equities, they are far more ho- 
mogenous, and thus can be relatively easily 
substituted for each other in portfolios. 

“In five years, the fixed-income market 
will be as electronic as the equity market is 
now, or even where it will be in five years,” 
says Andy Howieson of State Street, who 
runs Bond Connect. That is certainly possi- 
ble, says Benn Steil, an economist at the 
Council on Foreign Relations. However, it 
will depend on how willing institutional in- 
vestors are to abandon their old ways and 
cosy relationships. Nobody deubts thatelec- 
tronic trading has the potential greatly toen- 
hance the efficiency of the bond market. But 
unless some of the most important market 
participants are prepared to overcome their 
conservative instincts, that potential may be 
virtually untapped. 
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Japanese share offerings 


Boomtown 


TOKYO 


T TAKES 34 years, on average, for a Japa- 

nese company to offer its shares to the 
public. But the way things are going, it may 
not take very long at all for that average to 
come down. Suddenly, Tokyo is awash with 
twenty-something company presidents 
planning to take their youthful firms to mar- 
ket. And this looks like the year to do it. Since 
amini-boom in initial public offerings (1Pos) 
in the mid-1990s, the Japanese new-issue 
market was in decline until last year (see 
chart). Now it is poised for change. 

Since 1997, recession and financial shock 
have driven even more of Japan’s risk-averse 
savers into the comforting security of bank 
deposits and post-office accounts. But 
nerves are steadying, and savers are begin- 
ning to count the cost of near-zero interest 
rates. Sales of investment trusts (mutual 
funds) are growing quickly, particularly 
through new sales channels such as banks 
and insurance companies. Funds that invest 
in short-term money-market instruments 
such as certificates of deposit are the most 
popular, but a growing share of a growing 
pot is finding its way into the stockmarket. 
Some of Japan’s most sought-after funds in- 
vest in growth industries, such as software 
engineering, telecommunications and the 
Internet. Foreign fund-managers share the 
same appetites—which are hard to satisfy. 
The stockmarket mostly offers bets on the re- 
structuring of old manufacturing industries. 
There are few shares for sale in growth in- 
dustries of the future, apart from a handful 
of super-pricey firms. One such, Ntr Do- 
CoMo, a mobile-telephone company, has 
seen its share price rise almost fivefold since 
it floated itself in October 1998. 





California calling 
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So the demand for rosis white-hot,and, 
in response, supply is picking up. Garry Ev- 
ans of nsec, a British bank, thinks that 250 
companies could launch iros in Japan this 
year, most of them in growth industries. The 
Nikkei newspaper recently named 23 firms 
planning toliston Mothers, a new market for 
growth companies launched by the Tokyo 
Stock Exchange (rse) in November. All but 
one are Internet-related businesses, includ- 
ing both the companies already listed on the 
new market. With such a limited supply of 
this sort of investment, valuations are unsur- 
prisingly a touch rich. Shares in one of the 
two new companies, Liquid Audio Japan, an 
Internet music business, cost ¥6.5m ($61,000) 
apiece, valuing the company at more than 
1,000 times its annual sales. Indeed, the com- 
pany’s president, Masafumi Okanda, recent- 
ly confessed that it made no sales at all be- 
tween July and September. Of course, the 
way the market values such companies, he 
may have been boasting. 

Some of the new-technology companies 
are offshoots of big firms, the usual incuba- 
tors of new businesses in Japan. The venture- 
business division of Fujitsu, a leading com- 
puter maker, is nurturing 11 companies, two 
of which—Alpha Omega Soft, a software 
house, and Fuji Online System, an Internet 
bookshop—it plans to list. Other firms have 
been formed along the lines of the American 
venture-capital model, which private-equi- 
ty houses such as J. H. Whitney have been 
importing into Japan over the past couple of 
years. What could be more Californian than 
Crayfish, an Internet software company, 
whose 26-year-old boss, You Matsushima, 
may yet enrich his 76-strong staff, most of 
whom are said to own share options? 

Reforms to the market make it ever easi- 
er to float new companies and to trade their 
shares. Until last month, a stock-exchange 
listing in Japan required a minimum of two 
years’ profits, ruling out almost all young 
companies. By this summer, even 
wholly unprofitable companies 
will have two new markets to 
choose from in addition to the orc 
market: Mothers and Nasdaq Ja- 
pan, a joint venture involving 
America’s Nasdaq, Softbank, a 
Japanese Internet company, and 
the Osaka Securities Exchange. 

The underwriters of new share 
issues are likely to include some 
Wall Street heavyweights and 
American technology specialists, 
such as Hambrecht & Quist. But 
also in the vanguard will be Japa- 
nese houses, such as Nikko Securi- 
ties, which, according to one West- 
ern consultant, has undergone a 
“brain change” since its tie-up 
with Salomon Smith Barney, an 
American investment bank, in 
1997. This month Nikko an- 
nounced it was reserving 10% of its 
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Poised for take-off? 
Number of IPOs on Japan's OTC market 
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Source: Japan Securities Dealers Association 


shareholders’ equity for a new division to in- 
vest in Japanese start-ups. 

In fact, it is this sort of news that is most 
encouraging for the economy as a whole. Ja- 
pan’s immature venture-capital industry 
shuns risky start-ups. But the prospect of vi- 
brant, public markets for growth firms is al- 
ready beginning tochange this, because ven- 
ture firms see better hopes of cashing in their 
investments. This month Goldman Sachs, 
an American investment bank, and Kyocera, 
a high-tech ceramics firm, became the latest 
in a string of companies to announce the 
launch of a fund to invest in high-tech Japa- 
nese start-ups. Silicon Valley’s financial ways 
seem at last to be crossing the Pacific. 

= . = 





Indonesian banking 
Centre-fold? 


EANGKOK 


AS Indonesia’s new president got it 
backwards? One of the first challenges 
facing Abdurrahman Wahid, elected last 
October, is to inject some integrity into the 
country’s bureaucracy. Yet last week he 
called on parliament to dismiss Sjahril Sabi- 
rin, the governor of Bank Indonesia, the cen- 
tral bank, which is now supposed to be inde- 
pendent of the executive branch. Then, on 
January 12th, he replaced Glenn Yusuf, the 
head of the Indonesian Bank Restructuring 
Agency (IBRA). Mr Yusuf, a former invest- 
ment banker, was one of the few officials to 
stand up to political pressure from the previ- 
ous government led by B. J. Habibie; he was 
also one of the few senior people to emerge 
untainted from a banking scandal last year, 
earning him the firm backing of the ime. 
Investors could be forgiven, therefore, 
for wondering what Mr Wahid is up to. Yet 
both moves make some sense. Start with 
IBRA, which has taken over the assets of In- 
donesia’s many failed banks, along with the 
industrial assets of some of the banks’ 
wealthy owners. As a result, IBRA NOW con- 
trols a large chunk of Indonesia’s wealth. For 
two reasons this makes it central to the coun- 
try’s hopes of recovery. First, the assets must 
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be put to productive use, 
quickly. Second, the govern- 
ment will need the money 
from their eventual sale to 
tackle its huge debt burden. 

So far 1pra has made bare- 
ly any progress on either front. 
One reason for this was last 
year’s scandal at Bank Bali, in 
which funds that had been 
transferred to the bank 
through sra were subse- 
quently siphoned off. The en- 
suing row, combined with uncertainty over 
who would be running the country after Oc- 
tober, unnerved 1BRA’s employees, who 
grew loth to take any new decisions. More- 
over, many bigwigs urged IBRA to take its 
time with the assets, rather than sell them at 
deep discounts to foreign investors (they are 
expected to fetch only 20-30% of face value). 

But many of the obstacles rpra faced 
have now been removed. Mr Wahid's chief 
economics minister, Kwik Kian Gie, is keen 
to dispose of the assets fast, and the new gov- 
ernment’s first letter of intent to the imr, due 
to be released next week, is expected to con- 
























REYING on our fund managers’ minds 

amid the new-year market turbulence 
isone worry above all others: equity valua- 
tions. They have trimmed average recom- 
mended equity holdings to 52% of their to- 
tal portfolios. Japan’s Daiwa has slashed its 
recommended holding back from a stag- 
gering 70% in October, when it was worried 
about inflation, to a still-overweight 60%. 
Credit Suisse and Lehman have reduced 
their equity holdings too. Only one con- 
tributor to our poll, Standard Life, has 
made a substantial switch into equities. 
Perhaps with one eye on central banks’ 
growing bias towards raising interest rates, 
managers are recommending that most of 
the equity proceeds be parked in cash, 
rather than invested in bonds. 

Caution aboutequities seems to reflect 
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tain strict targets for rapid 
sales. 1BRA’s employees have 
also been granted special legal 
protections to help stiffen their 
resolve. Why then has Mr Yu- 
suf been replaced? He has 
been impressively honest, but 
Mr Wahid appears to have 
equal faith in his replacement, 
Cacuk Sudarijanto, a former 
businessman, who many on- 
lookers expect to do a better 
job. “Investment managers 
don’t always make the best managers,” says 
one local financier of Mr Yusuf. 

Besides representing a simple change of 
management, however, Mr Cacuk may also 
make it easier for Mr Wahid to handle any 
nationalist backlash. Having been backed so 
strenuously by the mF, Mr Yusuf could be 
portrayed as a slave to foreign interests. With 
his own man in charge, Mr Wahid has a bet- 
ter chance of convincing people that rapid 
asset sales are best for the country, not an 
1Me-imposed burden. 

What about the central bank? A recent 
audit raised doubts about some of the credits 


it granted to troubled banks in late 1997 and 
early 1998, when a run on deposits drove 
many banks to the wall. Some of those “li- 
quidity credits” were clearly misused by the 
bankers who received them. And, since they 
are unlikely to be fully repaid, carrying them 
on its books at face value no doubt misrepre- 
sents Bank Indonesia’s net position—the au- 
dit suggests that it is facing a 30 trillion rupi- 
ah ($4.1 billion) shortfall. Yet it is hard to 
blame the central bank’s governor for the 
misuse of credits that were dished out in the 
heat of a bank run. And neither the recent 
audit nor one of the Bank Bali scandal have 
implicated Mr Sjahril in any crimes. 
Innocence, however, hardly compen- 
sates for his one great weakness: he is a poor 
central banker, running an institution that 
does not excel at overseeing banks. Nor is he 
known for resisting authority—though that 
seems to have changed, now that authority 
wants his head. But the law says only parlia- 
ment can sack him; and for political reasons 
it appears willing to spare him for the time 
being. If so, Bank Indonesia may remain in- 
dependently ineffective for a while longer. 








Our quarterly portfolio poll 


concerns about American shares in partic- 
ular. The average recommended allocation 
has now slipped four points below the 
market weighting, with Daiwa the biggest 
seller. Japan, other Asian countries and 
smaller European economies are the bene- 
ficiaries of the switch. Japanese shares 
have also gained ground (though yen 
bonds are less popular than their market 
weighting would suggest, perhaps because 
they pay such tiny coupons), 

Our fund managers are remaining 
calm about the prospect of big currency 
adjustments over the coming year. So un- 
perturbed is one, Julius Baer, that it is rec- 
ommending the same overall asset alloca- 
tion as it was in October. Two others, 
Credit Suisse and Lehman Brothers, are 
leaving their model-bond currency alloca- 
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tion untouched—Credit Suisse is as much 
in love with the dollar as ever. 

One asset manager, Robeco, from the 
Netherlands, stands out by making a huge 
adjustment toits recommended bond-cur- 
rency mixzit is advising clients to bail out of 
euro-denominated bonds and other small- 
ercurrencies, and to pile into yen. Ina simi- 
lar, if less drastic move, Commerz has re- 
versed last quarters move into 
euro-denominated bonds, and is now on a 
neutral weighting. One side-effect of these 
shifts is that euro-denominated bonds—so 
popular a year ago—have slipped even 
further in our moneymen’s affections. The 
currency has fallen by almost a sixth 
against the dollar over the year. In that per- 
iod euro-denominated bonds in our sam- 
ple have swung from being ten points over- 
weight to being six points underweight on 
average. Whatever happened to buying 
low and selling high? 
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American Depositary Receipts 


-Over the odds 


i HONG KONG 


“SHE world over, there is something weird 
about the way stockmarkets value tech- 
nology companies. Even so, the valuations of 
some Asian firms listed on the American 
market seem to defy understanding. The 
~ American-traded shares of Taiwan Semicon- 
ductor (rsmc), are worth 70% more than 
they are at home. Asa result, when TSMC an- 
nounced this month that it was buying a lo- 
cal competitor, Worldwide Semiconductor, 
using its shares as currency, analysts were 
unable to put a single price tag on the deal. 
Similarly, the American-traded shares of In- 
fosys, an Indian software contractor, trade at 
nearly two-and-a-half times their value on 
its home market. Yet at the same time similar 
companies, such as Singapore’s Chartered 
Semiconductor, Japan’s Sony and Britain’s 


~. opt, trade at about the same value in America 


as they do at home. What is going on? 

Welcome to the curious world of Ameri- 
can Depositary Receipts (ADRS). ADRS are 
certificates, traded like normal shares in dol- 
lars, that represent shares of a foreign com- 
pany held on deposit in a bank in its home 
country. First introduced in 1927, they allow 
American investors to circumvent restric- 
tions on overseas trading, while giving for- 
eign firms access to American equity mar- 
kets without having to go through all the 
trouble of an initial public offering. Similar 
Global Depository Receipts and European 
Depository Receipts trade in markets such as 
London and Luxembourg, but America 
dominates the business. 

There are more than 3,000 prs, and most 
trade at a small premium to the underlying 
local shares. They owe their higher price to 
the convenience of buying in America, and 
the freedom they offer from currency risks. 
¿But the premiums commanded by aprs in 
Infosys, tsmc and Korea Telecom, of South 
Korea, go far beyond that. The main reason is 
that all three come from semi-closed finan- 
cial markets. In Taiwan, India and South Ko- 
rea, only approved foreign institutional in- 
vestors can buy shares, and there are limits 
on how much even they can own. Taiwan 
also has currency controls that make it hard 
for foreign investors to sell their shares and 
repatriate the proceeds. In contrast, in open 
markets such as Singapore and Britain, big 
differences between local and apr prices are 
soon eroded by traders who spot the oppor- 
tunity for arbitrage. 

Until recently the high prices of some 
- Asian Aprs were mostly a curiosity on the 
margins of the market. There are only five 


_ Taiwanese apes, and Americans were not 


- fallingover themselves to buy the few Indian 
(and South Korean firms that were available. 
-Butas Asia’s markets have rebounded from 
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A changed „d commodity 


Í 
| 
| 
| E LIKE to boast that it was the 
| world’s first regularly published 
| price index. But we also like to keepit up to 
| date. The Economists commodity-price 
indices, first published in 1864, have gone 
| through regular changes ever since. This 
week the indices, featured in our Econ- 
omic Indicators section (see page 106)are 
again being re-based and revised. They 
| will now take 1995, not 1990, as a base year. 
| And they will be weighted by the value of 
| world imports in 1994-96 (taking the eu as 
| a single market), rather than by the value 
ofjust the ogc countries’ imports. We are 
also adding rice to the index. 

These changes make the indices more 
comprehensive. They also change the 
weights of several commodities substan- 
tially. Coffee, for example, mainly import- 
ed by rich countries, now has a weight of 
only 15% in the food index, compared with 
23.2% previously. Wheat, most of which is 
imported by developing ‘countries, now 
has the biggest weight in the food index. 

The new all-items dollar index fell 31% 
from its 1995 average to a low in July 1999. 
Remarkably, the old index fell by the same 
percentage over that period. But com- 
modity prices were flat overall last year. 
The new all-items index is now only 2.5% 
lower than a year ago. Because of huge 
surpluses, foodstuff prices continued to 
fall in the first half of 1999. But metal prices 
| have surged by almost a third, thanks to 
the strength of the global economy. 
| We have also decided to drop our spr 
| 
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„i| Monthly averages, 1995=100 
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the crash of 1997, so has interest in Asian 
ADRS, since they offer the only way for most 
private investors to buy shares in individual 
firms in these countries. Since most ADRS 
represent just a small percentage of the com- 
panies’ freely traded shares, demand typi- 
cally exceeds supply, pushing their prices 
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index. But we will publish indices in euros 
and yen as well as in dollars and sterling. 
Currency movements make a big differ- 
ence to the various indices. Because of the 
weakening euro, European commodity 
importers have seen overall prices rise b 
9.3% over the past year. Thanks to th 
strengthening yen, Japanese importers 
have — an 8.3% fall. 
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up. Last year, according to Deutsche Bank, 
Asian firms accounted for more than half of 
the record $22 billion raised through pr is- 
sues (three-quarters of which were aprs). 
This year that figure should be even 
higher. In May, Morgan Stanley Capital Iin- 
ternational (msc) will add Taiwan to its glo- 
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bal index of weightings, which many funds 
use as a benchmark. So some emerging-mar- 
ket mutual funds will then have to increase 
their exposure to Taiwan. But many will not 
be able to buy Taiwanese shares directly. 
ADRS are the next best thing. 

In the past Taiwan’s govemment has re- 
fused to permit more Aprs, for fear of drain- 
ing liquidity from its own market. But if Chi- 
na’s accession to the World Trade Organ- 
isation proceeds as planned, Taiwan is keen 
to follow. That may make further financial 


liberalisation unavoidable. 

umc and ase, twoother big Taiwan chip- 
makers, have already announced plans to is- 
sue their own Aprs this year. Taiwan's au- 
thorities may get a share of the spoils, too: 
Worldwide’s largest shareholder is the Chi- 
na Development Bank, which is controlled 
by Taiwan’s ruling party. At the moment 
there are tight controls on the exchange of lo- 
cal shares for higher-priced apers, but the 
betting is that they will now be relaxed— 
rather faster than previously expected. 

= — — a 





Accountancy 


Auditory discomfort 


Recent rulings in America have highlighted the conflicts of interest inherent in 


modern accountancy 


HO could refrain from sniggering at 

the delightful sight of Pricewater- 
houseCoopers (pwc), the world’s biggest 
and most cumbersomely named accounting 
practice, being knocked about by America’s 
Securities & Exchange Commission (sec)? 
On January 6th the firm was found guilty of 
no fewer than 8,000 violations of sec rules 
on the independence of auditors from their 
clients. In fact, in some respects, pwc may be 
justified in feeling hard done by. Some of the 
sEC’s recent sniping at accountants is rather 
unfair, and amounts to an unwelcome at- 
tempt to extend the sec’s mandate beyond 
America. But there is no doubt the accoun- 
tancy profession warrants a close look 
and—in some cases—a firm hand. 

After all, auditors have missed some re- 
markable scams over the past few years. The 
bankruptcy of Bank of Credit and Com- 
merce International springs to mind. So does 
the plundering by Britain’s Maxwell group of 
its employees’ pensions. One reason for 
blunders is that, for some firms, auditing 








Independence for bean-counters! 
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seems to have been reduced to mindless 
box-ticking, As a business, it has become a 
loss-leader for selling much more lucrative 
advice, ranging from business-restructuring 
to legal services. 

The pwc investigation, which was trig- 
gered by a censure of the firm’s Florida prac- 
tice a year ago, found that almost 2,000 indi- 
viduals, including around half of the firm's 
2,700 American partners, held shares in 
companies that it audited. With masterful 
understatement, a letter from “Nick and 
Jim”, the firm’s chairman and chief execu- 
tive, told fellow partners that the findings 
“would be embarrassing”. 

Few quibble with the sec’s insistence 
that there should be strict rules safeguarding 
the independence of auditors. After all, the 
law requires almost all companies to be au- 
dited, and the accounting profession has a 
monopoly on the business. But the rules 
have to address two issues: individuals’ fi- 
nancial incentives, and those of the firm as a 
whole, of which the most important may be 





the non-audit services offered by auditors to 
their clients. The sec has concentrated on en- 
forcing arcane rules concerning individuals’ 
finances while failing, so far, to address the 
far more pressing “scope of service” issue. 

In this, the sec is, by no means for the 
first time, expanding its jurisdiction to little 
benefit. Its remit does not include the regula- 
tion of auditors. It has assumed that role 
through its oversight of listed companies 
and the accounting requirements that it im- 
poses upon them. Moreover, because so 
many non-American firms want to list their 
shares in the United States, and because 
their auditors are likely to be one of the glo- 
bal Big Five, foreign auditors find themselves 
under the sec’s aegis too. 

Its rules are wide-ranging, embracing not 
only shares but also pension plans, mutual 
funds and credit-card balances. That these 
restrict considerably the investments audi- 
tors in big practices can make is fair enough. 
It is less fair that the rules also preclude part- 
ners and managers from putting their mon- 
ey in “blind” trusts, where they would not 
know which companies they had invested 
in. Itisnotjust staff, but spouses,dependants 
and even, on occasion, in-laws who might 
find their financial dealings under scrutiny. 
AtkpMG, which won the audit of Prudential, 
Britain’s biggest life-insurer, from pwc last 
year, auditors have been forced by the sec to 
dispose of Pru policies now that the insurer 
is seeking an American stockmarket listing. 
There is talk that this restriction might be ex- 
tended to partners worldwide. 

The two-year-old Independence Stan- 
dards Board (isp), which is supervised by the 
sec, has been examining the whole body of 
regulations that has accrued since the 1933 
Securities Act. It now fills a quarter-inch- 
thick rulebook and countless “letters”. The 
IsB is sensibly trying to establish a concept- 
ual framework to define auditors’ indepen- 
dence as laid out in the 1933 act. It is not just 
accountants who hope it will resist the 
temptation to put too much flesh on the old 
law’s bones. The last thing America needs is 
more rules. 

Of more importance is the work that the 
isBistodoin examining the independence of 
auditors in “multi-disciplinary practices”. 
The independence of an audit is much more 
likely to be compromised in a firm hoping to 
sell high-price consulting or tax work than 
by an individual who holds a few thousand 
dollars’ worth of shares. Of course, ifaccoun- 
tants are barred from selling other services to 
their audit clients, then the cost of audits 
may well go up. But companies should be 
happy that they are not having their arms 
twisted into buying other sorts of advice 
from their auditor's colleagues. Auditors too 
would be freed from the insidious pressure 
of selling or reviewing colleagues’ work. And 
for shareholders, surely the price of truly in- 
dependent audits is one worth paying? 
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IVERSITY is generally a good thing, 
not least in international trade. It is 
precisely because countries are different 
that free trade makes all of them richer, 
since each benefits from what others do 
better. So it is odd that, in one important re- 


> spect, the World Trade Organisation is try- 


ing to make its member countries more 


walike, It enforces minimum intellectual- 
“property standards, not only in rich coun- 
* tries, but also, since January ist, in many 


developing ones. If Thailand, say, fails to 


"| -$tamp out counterfeit Louis Vuitton hand- 
¿bags and pirated Viagra, France and the 








) o> This sets an unfortunate pre- 
cedent. After all, outlawing pro- 


caught in ways that harm endan- 


“fects and policy co-ordination fail- 











“United States can seek wro ap- 


proval to retaliate by imposing 
trade sanctions. 


ducts made in ways that are copy- 
righted by others is not very 
different from banning goods 
made by children or shrimp 


gered sea-turtles. So if intellectual- 
property standards are applied, 
‘why should the wro not also en- 
force minimum labour and envi- 
ronmental standards too? 

That question is in fact three 
separate ones. Do the costs of dif- 
fering national standards--trade 
distortions, cross-border side-ef- 


ures—outweigh the benefits of local rules 


“that reflect local tastes and conditions? If 


international standards are preferable, 
could they be enforced effectively with 


‘1i trade sanctions? And lastly, would enforc- 


ing such standards complement the wro’s 
main task of keeping global trade free? 
Consider labour first. Differing labour 


¿standards are hardly trade-distorting. On 
|} thecontrary. That Mexican workers, for in- 
-po stance, enjoy less generous rights than their 

| | American counterparts, and that this may 
- | encourage labour-intensive factories to 


move south is a gain from trade, not a dis- 
tortion. In practice, though, there is little ev- 
idence of this happening. 

Evidence of cross-border side-effects is 
also flimsy. Studies fail to substantiate 
claims that weak labour standards in poor 
countries depress wages in rich countries. 
It is also argued that child labour in poor 


at ‘countries imposes emotional costs on rich- 
-| country consumers who find this offen- 
-ei ive, and is thus another cross-border side- 


effect. If so, the rich would do better tosend 





The standard question 


|. Since the World Trade Organisation already enforces intellectual-property 
standards, why not labour and environmental ones too? 





the children aid rather than impose harm- 
ful trade sanctions. If exports made by 
child labour are banned, children often 
end up unemployed or in unregulated sec- 
tors such as prostitution. 

Nor, needless to say, does slapping 
trade sanctions on poor countries that em- 
ploy child labour sit well with the wro’s 
aim of promoting free trade. 

The case for some environmental stan- 
dards is rather stronger. Many environ- 





mental problems, such as global warming, 
cross national borders. Governments tend 
to neglect the costs of these externalities 
when setting domestic regulations. Take, 
for instance, fish. Individual countries may 
fail to limit overfishing even though all suf- 
fer as a result. Even if some did impose lim- 
its, they might not reap any benefits if oth- 
ers continue to overfish. So there is a strong 
case for international agreement. 

It is, however, debatable whether such 
agreements should be enforced with trade 
sanctions. They are a blunt tool, and may 
be ineffective (even if, sometimes, they ap- 
pear the only option short of war). How- 
ever, it is hard to see why such matters be- 
long at the wro, since these are mainly 
disputes about the environment, not trade. 


Intellectual challenge 


But what about intellectual property? Ac- 
cording to a new paper* by Keith Maskus 
of the University of Colorado, at Boulder, 
the case for enforcing intellectual-property 
standards at the wro is stronger than that 
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for labour and the environment. Weak in- - 


tellectual-property standards can harm | 


trade. If Hong Kong is awash with bootleg 
Madonna cps, imports of the genuine arti- 
cle may suffer. Weak intellectual-property 
rules may. also discourage foreign invest- 
mentand technology-licensing. Moreover, 
countries with weak intellectual-property 
standards may hitch a free ride on re- 
search-and-development spending else- 
where. Ifenough countries do this, little in- 
novation: will take place. International 
stanclards help overcome such problems. 

Trade sanctions are fairly useful for en: 
forcing intellectual-property standard 
since the commercial damage imposed b 
illegal copying can be assessed tela 
easily. And though the 
would sit better at the World Ini 
lectual Property Organisation 
(wiro), enforcing intellectual- 
property standards fits reason- 
ably well with the wro’s other 
work, since it improves market ac- 
cess for copyrighted goods. 

And yet, and yet. Raising intel- 
lectual-property standards is fun- 
damentally different from lower- 
ing trade barriers. The beauty of | 
trade. liberalisation is that all. | 
countries gain—-the liberalising. 
country most of all. But strength- 
ening intellectual-property pro- 
tection in poor countries towards 
rich-country levels may do more 
harm than good. 

Suppose poor countries were 
obliged to extend the validity of patents 
from five years to 20. That would undeni- 
ably hurt those poor places that do little 
domestic research. They would have to 
suffer the inefficiency of monopoly pricing 
for longer. Moreover, they would have to 
hand over more in patent fees to rich coun- 
tries. But what of the benefits to the world? 
It is difficult to argue that Microsoft will 
stop producing new software and Merck 
anti-aips drugs if, say, Burkina Faso does 
not enforce their patents. Quite possibly, 
then, since there has been a loss of efficien- - 1 
cy in poor countries and nocorresponding 
gain in rich ones, the world as a whole will 
lose out. 

That is bad enough. But worse still, the. 
intellectual-property precedent fuels de- 
mands that the wro afford similar protec- 
tion to workers and the environment. 


* “Regulatory Standards in the WTO: Comparing Intel- 
lectual Property Rights with Competition Policy, Envi- 
ronmental Protection and Core Labour Standards”. Un- 
published Institute for Intemational Economics working 
paper. January 2000. 













































There are a million ways 
the world will change. 
There is only one way © 

to prepare yourself. 





The International Executive MBA Program allows you to earn an MBA from the famous Chicago GSB 
“rently. at a new Asian campus in Singapore. It spreads 16 weeks of study over 20 months, K you can 
earn the Chicago MBA while you work. This program attracts an elite group of international executives 
with at least 10 years of real-world experience. Fax, e-mail (singapore.infosession@gsb.uchicago.edu), or 


phone to confirm your attendance for the information session most convenient for you. 


Osaka January 27, 7:00 p.m. ~ The Ritz-Carlton 
Mumbai February 9, 7:00 p.m. ~ The Oberoi 
Bangalore February 15. 7:00 p.m. ~ The Oberoi 


Singapore February 19, 2:00 p.m. ~ Four Seasons Hotel 


GSB International Executive MBA Degree in Singapore 
The University of Chicago Graduate School of Business 








3q1A Orchard Road, #12-o1Ngee Ann City Tower A Singapore 238873 + phone (65) 835 64.89 « fax (65) 835 6483 
www.gsh.uchicago.edu/programs/exec 









SCIENCE AND TECHNOLOGY 


Evanescent or evergreen? 


A flurry of new research promises greener plastics—of one shade or another 


Pasis are clean, convenient and com- 
fortable, and they have improved the ex- 
istences of ordinary people everywhere. But 
most conventional plastics are cursed by a 
fourth property—durability. A dump full of 
discarded bags and bottles may be a blot on 
the landscape for thousands of years after 
the (usually brief) useful lives of its contents. 
Until recently, attempts to produce plas- 
tics that will eliminate this problem, by rot- 
ting after use, have either failed altogether, or 
resulted in specialised and expensive pro- 
ducts that no mass manufacturer would 
want to touch. But now there is a glimmer of 
hope. Several biologically derived plastics, or 
“biopolymers”, that look desirable for rea- 
sons other than their biodegradability, are 
emerging from the world’s chemistry labora- 
tories. If they work, archaeologists of the fu- 
ture may have fewer pristine objects to ex- 
amine from the rubbish tips of the zist 
century compared with those of the 20th. 


Grow yourown 


The most conventional of these unconven- 
tional materials is being developed by Car- 
gill Dow, a collaboration between one of the 
world’s largest agricultural businesses and 
one of its largest chemical firms. 

Cargill Dow has just announced plans to 
spend $300m over the next two years to pro- 
duce so-called polylactide (PLA) polymers. 
These can be used to make a wide variety of 
goods, from clothing fibres to films to food 
containers. Unlike conventional plastics, 
their ultimate raw material is not oil, but 
maize. And, also unlike conventional plas- 
tics, they are eminently digestible (at least to 
micro-organisms) after use. 

pLas are formed when molecules of lac- 
tic acid (which is obtained, in this case, from 
maize starch) join together to form long 
chains. Unfortunately, these chains come in 
several varieties, and making useful materi- 
als from them requires that the amount of 
each variety in the mixture be controlled, as 
the properties of the resulting material de- 
pend on the proportions of its components. 

The old, expensive way of doing this was 
to exploit the fact that different pLas have 
slightly different solubilities. Recently, how- 
ever, it has been discovered that they also 
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have different boiling points. That means 
they can be separated by distillation—and 
Cargill Dow’s engineers have worked out 
how todo this cheaply. 

That is a big breakthrough, and several 
large packaging firms seem keen to exploit 
it—not least because of pas’ biodegradabil- 
ity. Curiously, however, Cargill Dow seems 
to want to play down that side of things. Ac- 
cording to Jim Stoppert, the company’s pres- 
ident, what matters is that the material is 
able to compete on price and performance. 

This attitude is sensible, for pLAs are not 
the only biopolymers on the block. A more 
radical approach to making plastics from 
plant materials is not merely to have the 
plant produce the ingredients, but to make it 
grow the finished product. That, however, 
requires some serious genetic engineering. 

Kenneth Gruys is a serious genetic engi- 
neer. He works for Monsanto, a company 
that, despite its business troubles, has been 
in the forefront of commercialising geneti- 
cally modified organisms. In October he and 
his team reported that they had persuaded 
rape and cress plants to synthesise a biode- 


gradable plastic of a type known as a poly- 
hydroxyalkanoate (PHA) by adding bacterial 
genes to them. 

in nature, PHAS are made by many sorts 
of bacteria. (They are used by the bacteria to 
store energy, in the way that starch is used as 
an energy store by plants.) Unfortunately, 
bacterial pHAs, even those made from ge- 
netically engineered bacteria, seem too ex- 
pensive to be commercially viable. Those 
produced in plants, however, should not be. 

Dr Gruys and his colleagues made their 
plastic by transferring the genes necessary to 
synthesise pHAs from a bacterium called 
Ralstonia eutropha into their experimental 
plants. Ralstonia was chosen because it pro- 
duces pas by the bucketful. These particu- 
lar PHAS, however, are too brittle to be wor- 
thy of the name “plastic”, so a second gene 
had to be transplanted from another bug, 
Escherichia coli (a bacterium that is famous 
as one of the workhorses of genetics and no- 
torious, in one of its malign incarnations, for 
sometimes causing fatal food poisoning). 

The E. coli gene is there to boost the pro- 
duction ofa molecule called propiony!-CoA. 
When plugged into the biochemical path- 
ways that make pias this, together with its 
already plentiful sister molecule acetyl-CoA, 
modifies the synthesis to produce a more 
plastic PHA molecule. 

Sadly for Dr Gruys and his team, their 
project looks like being a victim of the down- 
turn in fortune that has overtaken Monsanto 
in the wake of scares about genetically modi- 
fied crops intended for human consump- 
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tion. The firm has put the plastic work on ice, 
though it is still being pursued by Mon- 
santo’s former partners at the University of 
Durham, in England, and the University of 
Lausanne, in Switzerland. But the folk at Car- 
gill Dow still have no room for complacency. 
For a third biopolymer is being developed 
by Dow’s arch-rival, DuPont. 

This company’s polymer is known as 
polytrimethylene terephthalate (36T). Un- 
like the others, it is the result of the marriage 
of two disparate molecules: 1,3 propanediol 
(3G) and terephthalic acid (r). Chemists have 
known of 3c for decades, but the 3c bit of it 
was too expensive to make commercially by 
normal chemical methods—which was a 
pity, because the polymer has remarkable 
“stretch-recovery” properties. 

This, according to DuPont's researchers, 
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means that things such as car seats and 
jacket elbows that were made out of it would 
“remember” their original shapes and return 
to them after use. Once again, however, biol- 
ogy has come to the rescue of chemistry. A 
team from DuPont and a biotechnology 
company called Genencor has engineered 
organisms that can produce 3G cheaply. 

The companies are a bit cagey about the 
details, but according to Robert Dorsch, who 
works on the DuPont side of things, and Ray 
Chandra, of Genencor, the technology in- 
volves inserting four genes taken from va- 
rious species of bacteria and yeast into in- 
dustrial strains of E coli. The proteins 
produced from these four genes then sub- 
vert E. coli’s biochemical pathways, feeding 
raw materials that would normally be des- 
tined for other purposes to an enzyme that 





Flights of fancy 


EALLY keen on greener plastics? Then 

forget about manipulating maize and 
boiling bacteria. Look, instead, to a truly 
“self-sustainable, continuously renew- 
able source of fibre”. So says Walter 
Schmidt, who works for America’s Agri- 
cultural Research Service. His wondrous 
cornucopia is the humble chicken feather, 
and he has come up with all sorts of plas- 
tic-like materials made from it. 

The idea is not as daft as it sounds. 
Feathers are composed of keratin, a fi- 
brous protein that has the same sort of 
strength as synthetic fibres. That, reckons 
Dr Schmidt, makes it a plausible substi- 
tute for those fibres. And feathers are plen- 
tiful and cheap—basically a waste pro- 
duct—in countries with large, intensive 
chicken farms. 

But making plastics out of feathers is 
not just a question of pouring them into a 
vat and boiling them. For a start, the useful 
fibres are found only in the barbs (the 
fluffy bits that stick out of the central 
shaft). Separating the barbs from the shaft 
is tricky, but Dr Schmidt reckons he has 
found the right way to apply mechanical 
stress in order todo so. 

The result, however, is that the shaft 
disintegrates and the useful fibres have to 
be winnowed from the chaff of broken 
shaft. Working out whether this has been 
done satisfactorily is hard when the ob- 
jects in question are a mere six thou- 
sandths of a millimetre in diameter. That 
meant recruiting two clever instruments 
with long-winded names—a differential 
scanning calorimeter, which measures 
the thermal properties of the mixture as it 
is sorted, and a nuclear-magnetic reso- 
nance spectrometer, which measures its 
chemical properties. 

Once the result is suitably purified, 











however, it can be pressed into the desired 
material. But even that is not easy. Feath- 
ers scorch if you heat them too much, so 
the researchers have to keep the tempera- 
ture and pressure within the narrow range 
that make feathers malleable without 
burning them. 

Dr Schmidt says that various firms are 
now testing his feather-based plastics for 
use in such things as biodegradable nap- | 
pies and home insulation. He also sees a 
bright future for composite plastics made 
from a mixture of feathers and other ma- 
terials. And he has even taken to beating 
the fibres into a pulp that makes excellent 
paper. Ideal, one presumes, for writing on 
with quill pens. 





A plastic chicken? 
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synthesises 3G. Yields from the process are" 
such that the researchers think they need 
only double the efficiency of the prototype 
that they have created in order to have a 
commercial product. 

And then? From the pointof view of bio- 
degradability 36T is only half green. Al- 
though its component molecules, 3G and T, 
are both biodegradable, the polymer itself is 
not. That, however, does not bother Dr 
Dorsch, whois not much impressed with the 
idea of biodegradability in the first place. As 
a green solution, he reckons, it comes a dis- 
tant second to recycling, because it fails to 
preserve a valuable raw material. 

If that assessment is correct, Cargill 
Dow’s decision to play down biodegradabil- 
ity may turn out to be a blessing in disguise 
for biopolymers. After all, those firms that 
have emphasised the biodegradability of 
their products have remained small, even in 
ecologically minded Europe. That a heavy- 
weight like Cargill Dow is convinced it can 
beat conventional plastics on cost and per- 
formance alone may be the best reason to 
think that biopolymers are about to burst 
out of their mouldy, green niche. 
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DNA computing 


Working flat out 


LTHOUGH nature has been using DNA to 
store and process information for bil- 
lions of years, computer scientists have only 
recently followed suit—exploiting the laws 
of biology to perform calculations with ge- 
netic material in much the same way that 
they exploit the laws of physics to do them 
electronically. At the moment, DNA comput- 
ers are rudimentary. But they are thought to 
be worth pursuing because they work in a 
significantly different way from electronic 
ones. Instead of doggedly following a pro- 
blem through to its single, right answer, they 
start with many answers—some right, some 
wrong—and then eliminate the wrong ones 
in a fairly short series of steps. That makes 
them ideal for solving some types of pro- 
blem that would take a conventional ma- 
chine’til crack of doom. 

Until now, prototype DNA computers 
have been little more than test tubes full of 
chemicals. Buta new technique, described in 
this week’s Nature by Lloyd Smith and his 
colleagues at the University of Wisconsin- 
Madison, represents a significant step for- 
ward. For Dr Smith has supplied DNA com- 
puting with that essential ingredient of all 
modern computers—a chip. 

The field of pna computing was inaugu- 
rated in 1994 by Leonard Adleman of the 
University of Southern California. He used a 
test tube containing strands of DNA tosolvea 
simple version of a classic puzzle: the travel- 
ling salesman problem. This problem is how, 
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-given a network of roads and cities 
(inthis case seven cities and 14 one- 
way roads), toconstruct a route that 
< starts in a chosen city, ends in an- 
“other, and passes through each of 
the other cities once and once only. 
“Dr. Adleman solved the problem by 
generating pona strands represent- 
ing the roads. ORE ee 
pna is composed of chemical 
“letters” that like to cross-pair be- 
tween Strands, but only with partic- 
ular other letters. This affinity be- 
tween letters means that strands 
bearing complementary sequences 
will stick together. By choosing ap- 
» propriate letters on each strand, Dr 
< Adleman arranged that strands representing 
-adjoining roads would combine to form a 
longer strand. In a test tube, the strands com- 
“bined to make trillions of wrong answers 
and a few right ones. This done, he used ase- 
ries of biochemical reactions to eliminate the 
wrong answers—strands encoding routes 
_thateither started or ended in the wrong city, 
‘those that were not exactly seven cities long, 
and so on. When all the wrong answers had 
been destroyed, the only strands remaining 
“¿were those carrying the right answer. 
This was an impressive achievement. 
Even though the version of the problem in 
“question was simple enough to have been 
‘solved by a conventional computer (or, in- 
- deed, by a human using a pen and paper), 
-the travelling-salesman problem is one of 
those computational tasks which become 
impractical to solve when scaled up with 
more cities and roads. But test-tube comput- 
ers are not very practical, either. 
What Dr Smith’s team has done is to car- 
“ry out the first pna computation in which 
the pna molecules are attached to a solid, 
flat support—-an approach that means the 
process might be automated. To demon- 
strate that this works, the researchers chose 
another notoriously hard computational 
~ task (though one rather more difficult to ex- 
plain than the travelling-salesman problem) 
called the satisfiability problem. Once again, 
they generated all the possible answers in 
the forms of suitable molecular strands, and 
then weeded out the incorrect candidates. 
- But the process was carried out on a small 
` piece of gold-coated glass, on to which the 
- candidate strands of pna were anchored at 
oneend. 
“| Each computational step consisted of 
-three phases. First, the surface was flooded 
-with carefully chosen “query” strands that 
: -would bind only to candidate strands which 
satisfied a particular criterion for the correct 
answer. Any candidate strand that did not 
bind to one of the query strands could not 
© have represented a correct answer, and was 
_ destroyed by enzymes in the second phase. 
Inthe third phase, the query strands were de- 
__ tached from the candidate strands by heat- 
ing, and then washed away. After several 
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such steps had been completed, the only 
strands left were those that matched all the 
criteria for the right answer, and therefore 
represented correct solutions. 

Solving a particular problem, then, be- 
comes a matter of choosing the appropriate 
way to encode candidate answers and que- 
ries as strands of pna, so that the query 
strands correctly weed out the wrong an- 
swers. Dr Smith’s team did it for a simple case 
of the satisfiability problem, but the tech- 
nique could be generalised to solve other 
problems too. So the day when DNA comput- 
ing may move, if not to the desktop, then at 
least to the computing laboratory, has come 
alittle nearer. 
eve Seria cad m 





Incontinence 


Controlled 
evacuation 


OT so long ago, a nun was walking out 

of a shop in central London when the 
alarm went off. She was stopped by store de- 
tectives who assumed she was a sartorially 
inventive—and irreligious—shoplifter, hid- 
ing something under her habit. Nota bitofit. 
It took some explaining, but it finally tran- 
spired that she was wearing a special pace- 
maker designed to control her incontinence. 
The alarm had been triggered by itselectrical 
impulses, emanating from under the skin of 
her abdomen. 

Faecal incontinence may be unmention- 
able in polite society, but it is a problem that 
affects about 10% of the population. Nor is it 
merely one more symptom of senile decline. 
Around half the sufferers are young or mid- 
dle-aged people—women who have dam- 
aged their anal sphincters while giving birth, 
for example, or victims of Hirschsprung’s 
Disease, a congenital condition which leaves 
them with. no nerves in the lower halves of 
their intestines... 

Until recently, there has been litte any- 
one could do to alleviate the problem. Drugs 
designed to induce constipation afford only 
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temporary relief. And although surgical re- 
pair is sometimes effective, it often fails. 
Most sufferers, therefore, have to resort ei 
ther toa form of nappy, or to the surgical cre- 
ation of a stoma—a hole in the abdominal 

wal! through which the bowel is led into.a 
collecting bag. : 

That, however, is about to change. A 
study just published in the British Journalof 
Surgery, by Norman Williams of the Royal- 
London Hospital and his colleagues, de=; 
scribes anew technique that looks like anef- 
fective way to combat faecal incontinence, 
and may even cure italtogether. 

“Dr William's method involves creating. 
an artificial anal sphincter using a muscle. 
transposed from the leg. The gracilis isa slim 
muscle that runs between the knee ani 
groin. Unhooked from the knee, it ca 
wrapped around the anal canal and stitch 
into place. This way, its blood supply 
connection to the nervous system are ma 
tained, bringing the anus back under musc 
larcontrol. And since the gracilisis the we 
estand least important of the leg’s muscles, 
isa tolerable loss for so great a gain: ee 

All very neat, but there is a problem. The 
gracilis may be conveniently situated, but it 
isaso-called type-11—or fast-twitch—muscle | 
designed for one-off movements. The anal 
sphincter is a type-1—or slow-twitch—mus- 
cle which is permanently contracted until 
ordered torelax. The first patients to undergo 
the operation had, therefore, to be coachex 
by a physiotherapist to use the translocated 
muscle correctly, a procedure that often end, 
edin failure. o 

That is where the pacemaker comes in.. 
Its pulses effectively convert the translo- 
cated gracilis from a fast-twitch to a slow- 
twitch muscle by keeping it permanently 
contracted without causing fatigue. Patients 
can then control the implant using a hand- 
held remote control, increasing the power if 
they have anı upset stomach or even switch- 
ing itoff completely if they are constipated. 

This method of treatment has been very: 
effective. Dr Williams has used it on around 
100 patients, including the nun at the begin- 
ning of this story, with a success rate of 
around 70%—far higher than that achieved. 
by physiotherapy. 

There are a few glitches. In particular, él- 
derly: patients whose problems lie in their 
central nervous systems will not benefit. But 
it should become an important weapon 
against faecal incontinence in the relatively 
young and fit. 

Dr Williams would, however, like to se 
one improvement: the development of. 
pacemaker that is resistant to outside inter- 
ference. That would stop unfortunate inc 
dents with store detectives, and even more. 
embarrassing ones at airports. For the metal 
detectors used there can stop the pacemak- 
ers altogether-—-which would be unpleasant 
for all concerned. : 
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Out of Americana 


The UN has declared January to be a month especially devoted to Africa—a 
fitting time to dip into a new encyclopedia on the continent and its people 


IKE an old-fashioned family Bible, this is a 
slab of a book, as heavy as stone. More 
than 2m words are jammed into more than 
3,500 topics. Some of the print is very small 
and many of the pages have no pictures. It 
would take a long time to read it all. 

A black equivalent of the “Encyclopae- 
dia Britannica”, it is the dream of William 
Edward Burghardt Du Bois, a black Ameri- 
can academic and activist who first pro- 
posed it in 1909. He wanted a comprehensive 
compendium of “scientific” knowledge 
about Africa and about people of African 
descent. Mr Gates and Mr Appiah, two 
American professors, have now fulfilled Du 
Bois’s dream, but history has moved on and 
the question is whether encyclopedias are 
what the world needs these days. 

Surely the idea that there is a body of 
commonly accepted and universally need- 
ed knowledge that can be stuffed into a port- 
manteau and sold, door by door, to the aspi- 
rant middle classes belongs to the age of 
self-improvement not the age of the Internet; 
the 19th century, not the 2ist? But here it is— 
ready to be declaimed from a lectern by the 
paterfamilias rather than held on your lap. 

But what of the content? According to 
the introduction, 40% is about the African 
continent, a third about Latin America and 
the Caribbean, and almost another third on 
“people of African descent” in North Amer- 
ica. The juxtaposition is often bizarre. Joe 
Slovo, the white communist military strate- 
gist of the African National Congress in 
South Africa, lies close to Snoop Doggy Dogg, 
an American rapsinger, and both are close to 
King Sobhuza nof Swaziland. Nearby are lan 
Smith, a Rhodesian prime minister who de- 
clared independence and 1,000 years of 
white rule, and a description of a 1970s televi- 
sion programme called “Soul Train”. 

There are, from an African perspective, 
some serious lacunae. Where are Moham- 
med Abdille Hassan, Somalia's resistance 
leader who opposed British rule at the turn 
of the century; Robert Sobukwe, the founder 
of the Pan-Africanist Congress in South Afri- 
ca;and Herbert Macaulay, the father of Nige- 
rian nationalism? There is a section on cotton 
production in America but nothing about 
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cotton in Africa, a mainstay crop for millions 
of Africans, And there is nothing on coffee, 
which comes from Ethiopia and is an even 
more important crop for Africa. 

Africa’s nomads are ignored too. So is the 
19th-century suppression of the slave trade 
by Britain, which had formerly been the sec- 
ond-biggest trader. Even the banning of the 
transatlantic slave trade in 1807 barely gets a 
line, and the man who led that campaign, 
William Wilberforce, is ignored, although a 
university named after him is judged to mer- 
itamention. 

There is nothing on Africa’s chief sport, 
football, though there are two articles on 
American football and one on soccer in Lat- 
in America. Worst of all, the Caribbean game 


known as cricket, by accident invented in 
England, gets no entry. An African country, 
South Africa, is currently one of the world’s 
top teams. 

But the biggest question that this compi- 
lation raises is: what is the book trying to do? 
And the answer seems to be that itis trying to 
find an African identity for black citizens of 
the United States. This is not like Irish Ameri- 
cans trying to find their ancestors in Ireland, 
or Norwegian Americans returning to the 
fjords. It is hardly surprising, says one of the 
editors of the book, that in a country where 
black people were kept as slaves until 150 
years ago, and treated as second-class citi- 
zens until the 1960s, they should be con- 
cerned with issues of race. And that is what 
“Africana” is all about: finding common 
threads which unite black North Americans 
with other black people in the rest of Ameri- 
caand in Africa. 

Yet where do you stop? Du Bois himself 
wanted to extend his movement to all non- 
white people, including Indians and Chi- 
nese, who were ruled by Europeans. But this 
book restricts the definition to relatively re- 
cent descendants of Africa. 

The real agenda of the book is, sadly, not 
to embrace the positive values of African 
culture but to define black culture and his- 
tory in reaction to rejection by “white” cul- 
ture. Kwame Anthony Appiah reveals this 
agenda on page 1,575 in a section called 
“Race, an interpretation”. It begins with a 
ghastly piece of doggerel: 

Break forth and spread over every place 
The world is a world for the Saxon race. 








Muhammad Ali’s rumble in Africa’s j 
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Written in 1850 by someone called Mar- 
tin Tupper, these lines are described as “fam- 
ous”. Your reviewer has never heard these 
lines, nor of Mr Tupper. Nor can he find Brit- 
ons of earlier generations who have heard of 
them. Indeed, the journal called The Anglo 
Saxon, which first carried these verses, un- 
surprisingly failed after a year. Famous? 
Hardly. But Mr Appiah needs Mr Tupper’s 
ramblings to justify a “black” canon of cul- 
ture and literature to counter a perceived rac- 
ist “white” view of the world. 

To claim, as this book does, however, 
that the history of Africa was ignored or den- 
igrated until the advent of black studies in 
America in the 1960s is rubbish. Itis partof an 
attempt not to discover Africa’s culture but 
to take it over. 

Africa’s problems are great but utterly 
different from those of black America, and it 
does not suffer from a crisis of confidence 
about race and identity. Africans may be 
poor but they are much more contented in 


their cultures and ways of life. Black Ameri- 
cans come to Africa with high expectations 
butimbued with American manners and as- 
sumptions. Misunderstandings between Af- 
ricans and black Americans are frequent. 
Their histories have diverged so sharply 
since the slave voyages that it is sometimes 
hard for them to find anything in common 
beyond the colour of their skin. “We call 
them American Africans,” says one leading 
pan-Africanist writer. “They think because 
they are black they belong here and they un- 
derstand us, but to us they are Americans.” 

In Washington, the black American lob- 
by has “captured” Africa and claims that 
only its politicians and diplomats can be 
sent there. Africans resent this as patronis- 
ing, even imperialist, and they mistrust the 
assumption that because someone is black 
they must somehow be on Africa’s side. 
They should be equally wary of this book 
written in their name. 








A “MOBUTU, roi du Zaire” rolls 
through its two hours 15 minutes, one 
question grows and grows. Why was this 
documentary, recently shown on French 
and Belgian television, only made after 
the death of its subject, Mobutu Sese Seko? 

For the film’s director, Thierry Michel, 
has created a stunning portrait of the man 
who renamed, robbed and wrecked Con- 
go over some 30 years. He manages to dis- 
pel the myth of Mobutu as a one-dimen- 
sional, brutal and greedy dictator. From 
the moment we first see him being inter- 
viewed as a lean young man, an ironic 
smile quivers in the corner of his mouth, 
and as he gets older it grows. 

One of the talking heads in the film is 
Larry Devlin, the cra station chief in Con- 
| go at independence. It had been decided 
“at the highest level”, he explains, that Pa- 
trice Lumumba, the country’s first prime 
minister, should be “physically re- 
moved”. We see footage of Lumumba in 
the back of a lorry wincing as his arms are 
tied behind him. Next he is murdered. 
Step forward the man Mr Devlin said they 
had all been talking about as a potential 
leader: Mobutu. 

For the next three decades the Ameri- 
cans, French and Belgians kept him in 
power, though Mobutu skilfully played 
them off against each other so he was nev- 
er quite under their control. He saw poli- 
tics as a game, and himself as the great 
player. He publicly rejected “western” 
values ` like democracy, accountability 
and respect for human rights. Instead he 
spoke of Africanisation, a smoke screen 
for doing whatever he wanted. 











Mobutu, warts and all 





Se 
The grim wrecker 


He also nationalised most western in- 
terests in the country. Yet he was regarded 
as “pro-western” in the cold war. Hence 
we see him being embraced by Jacques 
Chirac and praised by George Bush at the 
White House. The revolting sycophancy 
of western leaders is delicately set against 
a background of corruption and cruelty in 
Zaire, as he renamed Congo. Had the 
world been able tosee this film at the time, 
its leaders might have found themselves 
obliged to do something more than dance 
and drink champagne with Mobutu. 
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MOREOVER 
The Michelin Guide 


Le chef 


PAROS 


| priory opaque and unforgiving, the 
Michelin Guide seems hopelessly out of 
touch with the times. Yet the plump red 
book with Michelin’s mascot emblazoned 
on the cover turns 100 this year with its status 
as the gastronomic world’s bible firmly in- 
tact. While rival guides appear regularly, 
none has yet been able to generate anything 
like the frisson of excitement that greets Mi- 
chelin’s annual arrival—scheduled this year 
for February 29th. On that day, as always, 
champagne will flow in some French kitch- 
ens while soufflés fall in others. The power of 
Michelin’s coveted stars, first introduced in 
1926, tomake or break culinary reputationsis 
undiminished. 

Restaurateurs who reach the top of the 
Michelin pecking order (a three-star rating) 
live in fear of falling off. “The pressure gets 
much worse once you earn the third star be- 
cause people then expect perfection,” says 
Jean-Claude Vrinat, the owner of Taillevent, 
a three-star establishment since 1973. He 
reckons the loss ofits third star would reduce 
Taillevent’s turnover by as much as 30%. 

The loss of a third star caused little less 
than a national sensation in 1997, the year 
that Alain Ducasse, who already had three 
stars to his name at Monte Carlo’s Louis xv 
restaurant, was pursuing the same distinc- 
tion at the eponymous restaurant he had re- 
cently opened in Paris. To the shock of peers 
and fansalike, Mr Ducasse received top hon- 
ours for his new venture but was stripped of 
astar in Monte Carlo. 

No reason was given for the lower mark; 
the guide never explains its actions. Apart 
from a short list of specialities and a range of 
prices, restaurants are described only in 
terms of stars and crossed utensils (a mea- 
sure of service and ambience). Ask how 
many inspectors the guide employs and you 
are told, “A certain number.” Are there 
women among them? “Some.” And how of- 
ten will Michelin call on a restaurant before 
assigning ita grade? To which the reply is that 
favourite French conversation stopper, “Ca 
dépend.” 

A few scraps are thrown to the curious: 
all inspectors are said to be drawn from the 
hospitality industry, all work full-time for 
Michelin, and all are required to have both 
refined palates and discreet tongues. Secrecy 
is paramount: each inspector dines alone 
and anonymously, pays just one visit to a 
restaurant, and is rotated from region to re- 
gion every several weeks. 

Michelin’s reticence gives its critics fits. In 
their view, its refusal to shed light on its deci- 
sions suggests a smug contempt for the din- 
ing public. There are other gripes too: the 
guide is considered slow to acknowledge 
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Disney, the company, may be in the doldrums. Last year was one of its 
worst for decades. But the animated film, with which the creator of Mick- 
ey Mouse is still almost synonymous, is thriving. Disney’s “Toy Story 2” 
was the third biggest box-office success of 1999, and films as varied as “The 
Iron Giant”, “Princess Mononoke” (from Japan) and “Stuart Little” have 
recently shown how the genre at its most inventive can captivate like none 
other. Disney’s latest release is “Fantasia/2000”, the first animated feature 
to be made for IMAX screens. It is also the only update of the 1940 classic 
“Fantasia”, originally designed by Walt Disney to be a continual work-in- 
progress. This picture is taken from a sequence in which Donald and Daisy 
Duck star in a Noah’s Ark tale set to Elgar’s “Pomp and Circumstance” 


marches. What a delight. 


new restaurants and trends; its inspectors 
are thought to be partial to plush settings, 
obliging proprietors to spend lavish sums of 
money on decoration and pushing up prices; 
and it allegedly saves its highest praise for 
restaurants turning out classical prepara- 
tions—“la cuisine de musée” as it is derisive- 
ly known—discouraging chefs from experi- 
menting and stifling creativity. 

Few of these claims, however, stand up 
to close scrutiny. For a start, given the ingre- 
dients that typically adorn a three-star 
menu—foie gras, caviar, the finest fish and 
the choicest cuts of meat—eating at a top-rat- 
ed establishment would empty most wallets 
regardless of the setting. On the other hand, 
people who are prepared 
to fork out hundreds of 
dollars for lunch or dinner 
expect their surroundings 
to be at least as sumptuous 
as their food. 

Nor is there much evi- 
dence that the guide is keeping 
French food tethered to the past. Tail- 
levent, a temple of traditional cook- 
ing in Paris, boasts three stars, but so 
does the exuberantly eclectic chef, 
Pierre Gagnaire. And in 1997, the 
guide awarded three stars to the 
country bumpkin of haute cui- 
sine, Michel Bras, who among 
other things encourages guests 
at his remote restaurant in 
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south-western France to use the same knife 
and fork throughout the meal. 

Michelin also does an able job keeping 
tabs on the shifting food scene. Reflecting the 
growing appetite for ethnic fare, particularly 
in Paris, it has ladled out stars to Vietnamese, 
Chinese, and North African restaurants. 
Moreover, it no longer limits itself to France. 
It now issues guides to a dozen European 
countries, and while its annual ratings may 
not inspire quite the same feverish specula- 
tion in Pisa as they doin Paris, Michelin stars, 
wherever bestowed, shine in food circles 
like a well-glazed sweetmeat. Were it not for 
the three stars awarded to El Bulli, for exam- 
ple, would bon vivants be flocking to Spain's 
Costa Brava to sample the comically 
unorthodox dishes of chef Ferran 
Adria, dubbed “the Salvador Dali of 
the kitchen”? Unlikely. 

A high mark from Miche- 
lin, however, is no longer the 
guarantee of commercial suc- 
cess that it once was. Al- 
though there are currently 

21 three-star restaurants 
in France, the most that 
there have ever been, 
many of them are struggling. Mr 
Gagnaire, for example, ison his sec- 
ond set of three stars; he was forced 
to give up the first trio when his res- 
taurant in St Etienne went bank- 
rupt in 1996. 


More telling still is the drop in France’s 
overall number of starred eateries. In 1984, 
there were 642; last year, just 500. Falling 
standards in the kitchen are partly to blame; 
but a bigger factor has been France’s econ- 
omic malaise. While a strong international 
clientele helps keep most three-stars afloat, 
one- and two-star establishments play 
mainly to the home audience. And many 
French diners have recently had neither the 
money nor the inclination to splurge on fan- 
cy meals. 

In response to the belt-tightening, last 
year Michelin introduced a new category, 
“Bib Gourmand”, consisting of restaurants 
that offer good meals and good value. As al- 
ways, the guide thrives by subtly reflecting 
the shifting fortunes of France herself. 


Cleaner cars 


As pure as 
driven snow? 


ANCOUVER is about a thousand miles 

from Silicon Valley. But as a hotbed of 
new technology it is a million miles away, 
not even on the same map. Yet in a garage in 
the unfashionable north bay area of the city 
was bom a machine that could change the 
world—the Ballard pem fuel cell. It promises 
to be to the car of the 21st century what the 
internal combustion engine was to the car of 
the 2oth, 

The fuel cell takes hydrogen and oxygen 
and combines them into water vapour, pro- 
ducing electricity in the process. Small and 
powerful enough todrive a car, it has none of 
the drawbacks—limited range, slow re- 
charging—that have sunk battery electric ve- 
hicles so far. Its evolution features promi- 
nently in “Forward Drive”, Jim Motavalli’s 
racy account of the race to make cleaner cars. 
For the fuel-cell vehicle today holds out the 
best hope of combining a rising demand for 
cars with a falling tolerance for pollution. 

Just over 100 years after the first motor 
car with a petrol engine was made by Karl 
Benz in Germany, the man who now runs 
the Mercedes car business, Jurgen Hubbert, 
says: “The fuel cell is the most promising op- 
tion for the future, and we are determined to 
be the first to bring it to market.” In practice, 
that means it will probably be possible to 
buy a fuel-cell car by 2004. DaimlerChrysler, 


POWERING THE FUTURE—THE BALLARD 
FUEL CELL AND THE RACE TO CHANGE 
THE Wor tb. By Tom Koppel. John Wi- 
ley; 288 pages; $29.95 and £16.99 
FORWARD Drive—THE RACE TO BUILD 
“CLEAN” CARS FOR THE FUTURE. By 
Jim Motavalli, Sierra Club Books; 288 
pages; $25 
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the maker of Mercedes, and the Ford Motor 
Company were so impressed by the Ballard 
product that they bought roughly half the 
company and set up joint ventures to devel- 
op a whole engine and transmission system 
based around the Ballard core. Nearly every 
other car maker in the world subsequently 
scrambled to get on the bandwagon, using 
Ballard cells or, in some cases, furiously de- 
veloping their own. 

“Powering the Future” tells the technical 
and human story of how the Ballard cell was 
born, thanks to the leadership of an idealistic 
former geologist Geoffrey Ballard. Bearer of 
both Canadian and American passports, he 
at one time ran a us government laboratory 
and also worked on alternative-energy pro- 
jects before growing disillusioned with the 
bureaucratic world. He ended up in Van- 
couver leading a small team trying tode- 
velop lithium batteries to power 
electric cars while living off what 
his wife earned from running 
a pub. He and his associates 
eventually won a contract 
to develop proton ex- 
change membrane fuel 
cells (Pem) for the Canadi- 
an military. The soldiers 
had identified their poten- 
tial as a lighter source of bat- 
tlefield power than the batteries 
that they traditionally hauled into 
the field to make their communications 


CSRS re) 
D 


equipment work. 

Mr Ballard and his handful of engineers 
and chemists began with little knowledge of 
pem cells. The first versions had been devel- 
oped by General Electric for moonshots. But 
the large American company had lost inter- 
est and the patents had largely expired. Oth- 
er forms of fuel cell were then thought to be 
more promising. 

What the Ballard team brought to the 
story was engineering and passion. Using 
bits of plastic and sheets of graphite to make 
their fuel-cell stacks, they steadily increased 
the power output of the pem cells. At the 








The car for a cool planet? 


MOREOVER 


same time they cut costs by reducing the 
amount of expensive platinum needed in 
the electro-chemical process. 

In early 1986 they showed off their work 
at a conference in Arizona, and the Ameri- 
cans suddenly woke up to the fact that they 
had been backing the wrong sort of fuel cell. 
The Ballard rem cell made the electric motor 
car a real possibility, just as the tide of green 
protests against car smog was causing Cali- 
fornia tocompel car makers to produce zero- 
emission vehicles. 

Fuel-cell vehicles are still ten times as ex- 
pensive as ordinary cars and there are pro- 
blems building an infrastructure 

to supply hydrogen or hy- 

drogen-bearing methanol, 
which is easier to handle. 
But mass production 
will cut costs, and even 
oil companies have 
now joined in the in- 
frastructure work. The 
Ballard company’s 
chief executive, Ken- 
yan-born Firoz Rasul, 
told Mr Motavalli that, 
“By 2030 I think that 
one in three, or even one 
in two of the cars on the 
road will be fuel-cell vehi- 
cles.” And that may well be more than mere 
wishful thinking. 


al 








HOLLYWOOD is in liter- 
ary mood at the moment, 
and with good reason. 
The select band of indus- 
try insiders who vote for 
the Oscar nominations, 
which are to be announced on February 
gth, have recently shown themselves to be 
partial to a nice bit of literature. Look no 
further than “The English Patient” and 
“Shakespeare in Love”. 

Add to that the fact that, in order to 
qualify for this year's nominations, a film 
has to have been screened in Los Angeles 
during 1999, and it should be no surprise 
that December saw the release of a spate of 
movies with literary origins (see table). 
These included “The Talented Mr Ripley”, 
a visualisation by Anthony Minghella (di- 
rector of “The English Patient”) of Patricia 
Highsmith’s 1955 story of murder by the 
Mediterranean; “Angela’s Ashes”, taken 
from Frank McCourt’s grim memories of 
his 1950s Limerick childhood; and “Snow 
Falling on Cedars”, David Guterson’s Japa- 
nese-American morality tale, which is also 
set in the 1950s. 

Although the cut-off date for Oscar 











_A book at Oscar time 


2000 has now passed, the run of films-of- 
the-book shows no signs of ending. Steven 
Spielberg has put his project to film “Mem- 
oirs ofa Geisha” on hold and Mr Minghella 
waited for the release of “The Talented Mr 
Ripley” before delving into his next film, 
based on Charles Frazier’s moody civil war 











The film of the book Rar ee ka aii 
nkon Featu ni pening 
Title Author Amazon actors date, 1999 weekend 
The End of the Affair Graham Greene 449 Ralph Fiennes, 
Julianne Moore Dec 3rd $199,000 
A Map of the World Jane Hamilton 11. Sigourney Weaver, 
| Julianne Moore Dec 5th $14,000 
The Cider House Rules John Irving 222 ~~ Charlize Theron, 
Michael Caine Dec 10th $110,000 
The Green Mile Stephen King 27 ‘Tom Hanks Dec 10th $18.0m 
| Stuart Little E.B. White 1,026 Michael J. Fox, 
| Nathan Lane Dec 17th $15.0m 
Girl, Interrupted Susanna Kaysen 128 Winona Ryder, 
Angelina Jolie Dec 21st $95,000 
| Snow Falling on Cedars David Guterson 95 Ethan Hawke, 
| Sam Shephard Dec 22nd $32,000 
The Talented Mr Ripley Patricia Highsmith 26 Matt Damon, 
Gwyneth Paltrow Dec 25th $12.7m 
| Angela's Ashes Frank McCourt 46 Emily Watson, 
Robert Carlyle Dec 25th $55,000 





saga, “Cold Mountain”. But spring will see 
film versions of Alex Garland’s “The 
Beach”, Bret Easton Ellis’s “American Psy- 
cho”, Michael Chabon’s “The Wonder 
Boys”, and Cormac McCarthy's “All the 
Pretty Horses”. Book publishers could not 
be more pleased. Whatever these films’ 
success, reprints of the books almost in- 
variably pop back up on the bestseller lists 
while the films are on release. 
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Patrick O'Brian 


OU are, perhaps, trying to 

pass on toa friend yourenthu- 
siasm for the stories of Patrick 
O'Brian. So what are they about? 
They are sea stories, you say, set at 
the time of Britain’s wars with Na- 
poleonic France. But more than 
that, much more. Umm. Well, at 
least you tried. It may be that one 
day your friend, finding himself 
desperate for something to read, 
will pick up “Master and Com- 
mander”, the opening book of Mr 
O'Brian’s sea saga, and find him- 
self enveloped in the story of Jack 
Aubrey as he sets sail in his first 
command, the tiny warship So- 
phie. The danger is that your 
friend will become an addict, de- 
vouring one after another all the 
20 Aubrey novels with a fanati- 
cism that excludes work, family 
life and other such humdrum 
matters, and then reading 
through the whole lot again. Why 
on earth did no one mention Pat- 
rick O'Brian before? 

Under the O'Brian spell you 
move into an unfamiliar but en- 
tirely convincing world. Quite 
likely you start with no special in- 
terestin the British navy in the age 
of sail. But who could have pre- 
dicted the appeal of Tolkien’s fan- 
tasies? How many Londoners 
were lured to the first night of a 
play about a Dane who could not 
make up his mind? Mr O'Brian 
was among the illustrious line of 
writers who turned words into 
the nearest thing we have toa time machine. 

The reader shares what Mr O'Brian called “the closed environ- 
ment of a ship at sea, at sail, proceeding for months, perhaps for 
years, and its magnifying effect upon human relations”. Such 
ships were the deadly machines that made Britain the master of 
much of the world in the 19th century, but they were alsocomplex 
societies whose smooth functioning depended on civility and 
friendship, and, an unlikely ingredient in adventure stories, music. 
Starling Lawrence, a writer who did much to introduce the stories 
to American readers, sees in Mr O'Brian’s world an element of 
wish-fulfilment, Despite the hardship of navy life, you are in a 
place “where the sails are white and the air is clean”. Another writ- 
er, Amanda Foreman, one of the many women in thrall to the sto- 
ries, says that in them, not far away from the fears in men’s hearts, 
“is the vision of an ideal existence”. 


Aninnocent deception 

Patrick O'Brian not only re-created another time; he re-created 
himself. For years his acquaintances had no reason to doubt that 
he was what he said he was: an Irishman, born in Galway to a Ro- 
man Catholic family; educated at home by a governess; fluent in 
Irish and other languages, among them Latin. But when he became 
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Patrick O'Brian, captain of the sea story, 
died on January 2nd, aged 85 


famous it emerged that his real 
name was Richard Patrick Russ, 
the son of an English doctor who 
specialised in the treatment of go- 
norrhoea; and who was the son of 
a successful Jewish furrier who 
had emigrated to England from 
Germany. Richard Russ had been 
educated at a minor boarding 
school in Devon. 

If there was deception, it was 
of the most innocent kind. It is 
clear from his novels that Mr 
O'Brian was half in love with Ire- 
land. He provided Captain Au- 
brey with a seagoing companion 
called Stephen Maturin, a partly 
Irish surgeon every bit as interest- 
ing as Aubrey himself. Maturin is 
an intellectual, a linguist, a gradu- 
ate of Trinity College, Dublin, 
which, late in his life, gave Mr 
O'Brian an honorary degree. 
O'Brianologists, of which there 
are many, are convinced that, 
deep in his imaginings, Mr O'Bri- 
an saw himself as Maturin. They 
point to Maturin’s real job as a 
spy; Mr O'Brian was said to have 
worked for British intelligence, al- 
though the details are obscure. 

Like Maturin, he was interest- 
ed in how battles, especially sea 
battles, had shaped history. Le- 
panto, in 1571, ended the Turkish 
threat to the West; the defeat of 
the Spanish Armada in 1588 per- 
manently damaged Spain's moral 
influence; Britain’s victory over 
the French fleet on the Nile in 1798 
ended Napoleon’s plan to invade India. The raw vividness of the 
Aubrey novels owes much to Mr O’Brian’s sources, the logbooks 
and other contemporary accounts of navy life that fired his imagi- 
nation. He said that in writing about that time “it is difficult to 
avoid understatement”. Nelson, when the young captain of a 
small ship, boarded and captured two far more powerful enemy 
ships. “So very often the improbable reality outruns fiction.” 

He denied he was a romantic, an unbelievable claim for a nov- 
elist to make. Still, in the routine of his life he was a realist. He lived 
for most of his working life in Collioure, in southern France, be- 
cause it was cheap, at least in the early days when he was poor. Sev- 
eral pre-Aubrey novels sank without trace,and Mr O'Brian and his 
wife Mary lived on his earnings as a translator; he may not have 
known much Irish, but he had far more useful French. 

The Aubrey novels were not immediate bestsellers. That most 
enduring source of publicity, personal recommendation, gave 
them a fair wind. The publication of each new story became an 
event. Well into his 80s Mr O'Brian was content to continue to be 
the obedient recorder, in fine handwriting, of the exploits of Au- 
brey, by now an admiral. He thought he had another 20 years or so 
of useful life, and was working on the 21st Aubrey novel. His death 
means that the saga is not finished. But no work of art ever is. 
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Strategic Offers a laboratory for leader 


test-bed for models and ideas 


L ea d ers h ] p challenge senior executives to 75 
develop their own thinking and sl 


Programme andik propares naii put UA 


into'action as leaders. 





26 -31 March | 14-19 May | 12—17 November | 2000 


Name 
Please send details of 
The Oxford Strategic Leadership Programme Job Title 
Return to Company 
Dorothy Cooke Templeton College 
University of Oxford Address 
Oxford 0X1 5NY, England 
Tel +44 10/1865 422776 Fax +44 (0/1865 422501 Tel Fax 
Email leadership@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk Email 
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| A One-Day Symposium on: 


| CREDIT RATINGS AND 
THE PROPOSED NEW 
BIS GUIDELINES ON 
CAPITAL ADEQUACY 
FOR BANK ASSETS 


February 25, 2000 









Masters in Finance 























<o kondon Business School's specialist Masters in Finance 
me ‘programme is taught by the School's internationally 
ae renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 
~The programme is rigorous, practical and career- 
orientated. it can be completed in ten months of full-time 
study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 


Information about our MBA and Sloan programmes will also be available 
at all Sessions. 














New York University Stern School of Business 
Sponsored by the New York University Salomon Center 









in June 1999, the Bank for International Settlements 
Committee on Banking Supervision issued its 
consultative paper on “A New Capital Adequacy 
Framework.” The report seeks to replace the outdated 
“Basel Accord of 1988," which has been the guideline for 
capital reserves that banks allocate against possible 
losses from loans to sovereign governments, other banks 
















































Madrid London and corporations and various risk mitigation transactions. 
ee CTT eee These guidelines could have an enormous impact on the 
Í i Sussex Place, Regent's Park, NW1 safety, performance and competitive environment. of 
Tuesday 25 January, 6 on Frankfurt financial institutions on a global basis. Although the BIS 
Four Seasons Hotel, Via Gesu & Tuesday 8 February, 6.30 pm framework stresses the importance of supervisory review - 
í Steigenberger Frankfurter Hof and market discipline, the main pillar of its 
AE Jnnweiy, 7.50 pre An aan recommendations is the revision of minimum regulatory | 
Lapa Palace, Rua do Pau de Wednesday 9 February, 6.30 pm capital requirements. The cornerstone of these | 
Bandeira Baur Au Lac, Talstrasse 1 requirements is the reliance on external credit ratings, 
London-The MBA Fair Paris and possibly internal rating systems, to determine new 
Islington Business Design Centre Thursday 10 February, 6.30 pm risk weights of different quality asset exposures: to 
Wed 26 Jan. 12.30-8.30 pm Hotel InterContinental various types of customers and investment assets. 


Thurs 27 Jan, 12.00-7.00 pm 3 Rue de Castiglione 













The NYU Salomon Center, working in cooperation with 
Stern Executive Development Programs, and the Centre 





Sussex Place 









Regents Park London for Financial Studies at the Goethe Universitat Frankfurt 
London NW1 4SA s (Main), will host a one-day symposium to discuss and 
Tel; +44 (0)20 7706 6840 Business provide commentary on the critically important Capital 


Fax: +44 (0)20 7723 1788 Adequacy Framework proposed by the BIS. Leading 


academics, distinguished regulators and practitioners will 
consider the appropriateness and critically comment on 
the proposed guidelines. 






School 


transforming futures 






email: mifinfo@london.edu 


www.london.edu 



















z In addition to this one-day symposium, Stern 
Executive Development Programs will hold a two-day 
seminar on “Managing Credit Risk: The Great Financial 
Challenge,” February 23-24. Call 1-888.NYU.EXEC or 
visit web site (www.stern.nyu.edu/executive) for more 
details. 







MBA: | lfull-time [_lpart-time  Stoan Masters C] 
MriMs_ First Name 
Family Name 














For information on the symposium 
contact Mary Jaffier at the New York 
University Salomon Center 

Tel: 212-998-0700 

Fax: 212-995-4220 

E-mail: salomon@stern.nyu.edu 
http//www. stern. nyu-edu/saiomon 
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London Business School exists to advance learning and research in business and management 
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When you go in 
for an MBA, 
what will you 
come out with? 


Which MBA you have says a lot about you. Entrepreneurial? Multi-cultural? 
Then choose E.M.LYON: the school of management at Europe’s cosmopoli- 
tan hub. 1 year full-time, 2 year part-time. Teaching in English or French. ahh 
Worldwide network of exchanges. Emphasis on personal development. EMLY i 
Nearly four job offers for every graduate from a who’s who of multinationals. [aaamgeocerernor 
Call Jacqueline Del Bello on 334 78 33 78 65 or e-mail: mba3@em-lyon.com. 


Cesma MBA at E.M.LYON EUROPEAN 


° ENTREPRENEUR 
Do it for yourself. Sa ee EARNING 






















LEARNING 





Is your organisation just surviving - 
or positively thriving? sad 


Sumantra Ghoshal 


STRATEGIC | The traditional corporate model of command, conformity and consistency no longer works. It cannot meet the fast- 
LEADERSHIP AND | changing needs of today's markets. 

CORPORATE RENEWAL Throughout the world, leaders of best-practice companies are embracing a new management philosophy and literally 

6 & 7 March 2000 | transforming their organisations. Sumantra Ghoshal, in partnership with Christopher Bartlett, has undertaken a six year 


at London Business School | in depth research study of twenty companies that are re-defining and re-designing their organisations. His new executive 


Direc ted DY | programme, Strategic Leadership and Corporate Renewal, is based upon that research. 
Sumantra Ghoshal 


Designed specifically for leaders and future leaders of large multi-national organisations, this programme will enable 
e Leading authority on the i ieia a ‘ 
management of large them to shape and realise an organisation based on purpose, people and processes and thereby achieve radical 
worldwide firms | performance improvement. 
e Described as a “Euro Most senior managers accept that continuous corporate renewal is essential. This programme will enable you te do it. 


Guru" by The Economist 
Regents Park 


e Professor of Strategic | London NW1 4SA, UK 


Poep at ee Contact: Adam Norsworthy L 0 
PSS “noo è 56 ; j 
Jusiness Schoo Tel: +44 (0) 20 7706 6836 Business 
London Business School exists to Fax: +44 (0720 772% 0994 


E X E GC U 1 | V E advance learning and research in School 


email: execinfo@london.edu 


business and management 
EDUCATION Bi www.london.edu 
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KIEL INSTITUTE 
OF WORLD ECONOMICS 





Advanced Studies 
in International Economic Policy Research 
‘August 1, 2000 - May 31, 2001 






MBA (Marketing) 
MBA (international Finance) 
MBA (Human Resource Management) 





oo ated courses on Important areas of international econamics, 






n profound. training of skills in economic analysis, methods of empirical research 


ie : The University of North London offers a co hensive range of 
and economic policy evaluation, l ¥ compre ange or 


distance learning MBA programmes which commence on 3 April 
2000, Developed in conjunction with employers and leading academics, 
each of our courses offers participants a stimulating ‘and challenging 
programme of study combining academic excellence with practical 
business relevance, 


+ 


designed for economists holding a university degree who are interested 
career with international organisations, domestic policy and acader 
institutions, inemational corporations ete, 










Courses: Lecturers: 
















e Choose from the generic MBA or the specialist programmes of MBA 
(Marketing), MBA {International Finance) or MBA (Human 
Resource Management) 

e Open and distance learning supported by workshops, module web 
sites, access to tutors via email, phone or fax, and the course 
members’ network 

è Flexible, modular programmes allow progression at a rate 
commensurate with individual participant’s commitments 

@ Develop excellent, relevant and transferable skills leading to personal 
and professional development 


Richard Clarida (Columbia) 
and Aaron Tornell (Harvard) 


‘Macracconontics in Open Economies 


Trtemational Financial Markets Richard Levich (New York) 
Clobal Banking Ingo Walter (New York) 
(Empirical Methods in Finance Stefan Mitnik (Kiel 
ob Epvironmental Economics Geoffrey Heal (Columbia) 
International Trade David Greenaway (Nottingham) 
European Economie Integration Richard Baldwin (Geneva) 
Political Economy in Open Economies Roberto Perotti (Columbia) P foo : wet 
Š p $ For further information, please contact Postgraduate Adrmissions, 
University of North London, 166 - 220 Holloway Road, London N7 
BDB, Tel + 44 (0) 171 753 3333 fax + 44 (0) 171 753 3272, Email 
mbadistleam@Munt.ac.uk or visit our website: 
www.unlac.uk/pgprospectus/courses/mbadi htm 


Economie Growth: and Development Sebastian Edwards (UCLA) 











For detailed information write to: 
Tnatinite ef World Economics s Advanced Studies « D-24100 Kiel » Germany 
Pas Germany +431+85883 « Internet info hiep:/Awwew,uni-kiel de/ifw/ 


The University of Reading | RS 







view. THE BUSINESS SCHOOL 
Bate FOR FINANCIAL MARKETS 


MSc International Securities, Investment and Banking 
MSc Risk Management, Operations and Regulation 
MSc Financial Engineering and Quantitative Analysis 


innovative Masters programmes for those with a good first degree wishing to work in sales, trading, research, corporate 
finance, portfolio management, risk management or compliance in the global securities and investment industry. 


« unique INVEST dealing rooms with 50 Reuters 3000, + investment market trading simulation case~studies 
Bloomberg and Bridge Telerate terminals supplementing these academically rigorous programmes 


e officially ranked 4th equal in Business and excellent placement record complements 
Management research out of 100 UK Universities these demanding programmes 


Come and see us at the MBA Fair, London, 26-27 January, 2000 ; 


R bi 
+44 (O)118 95 
ismacentre.t 


__ PIBOES Network 
Professional Capacity Building for 








and with the financial support of 
ropean Commission 


Professional Capacity Building for Human Rights Field Missions 
is a holistic project of Train ‘ourses ‘organised by the PIBOES 
Network, a joint en r of three Universities based at Pisa, 
Bochum, and Essex. Having regard to recent trends in international 
field operations, ‘the ‘three. PIBOES partners recognised the 
importance of proper training and’ preparation of human rights 
personnel to be involved in a wide range of duties and field tasks. 

; Upcoming training sessions include the Training Course for 
Homan Rights Field Officers, to be held in Essex in September 
2000 (applications will be due by June 2000) and the Training 
Course on National Capacity Building, which. will be held in Pisa 
from 10 to 20 April 2000. The Course in Pisa.is open to no more 
that 25 participants. Applicants must be citizens of the EU Member 
{o> States or of Central and Eastern European Countries, aged 
«oo minimum 25, have an excellent knowledge of the English language, 
have a university degree in one of the following disciplines: Law, 
Political Science, International Relations, Social . Sciences, 
Economics, Medicine. English is the working language. 
“The total cost for registration is 300 EURO and includes tuition 
fee, reference material, and lunch on class days. Scholarships are 
rovided towards participants travel expenses.and subsistence costs. 


























Applications are due by 18 February 2000. 


Detailed information and the application form are available at: 
www. itp.sssup.it 
www.rubr-uni-bochum.deAfhy 
www2.essex.ac.uk/human rights. centre 
International Training Programme for Conflict Management 
Scuola Superiore Sant’Anna, via Santa Cecilia, 3 L- $6127 Pisa 
Tel: +39-050-883312 Fax: +39-050-883506 E-mail:piboes@sssup.it 









Amsterdam 
Institute of Finance 


In cooperation with the faculty of 


INSEAD 





Measuring and Implementing 


Economic Value Added 
(February 14 — 16) 


This course provides participants with the tools to measure 
performance, see where shareholder value is created or 
destroyed, and design value-driven incentive schemes for 
employees. 


+ . 
Foundations of Finance 
(February 17 ~ March 10) 

This course offers an intensive and in-depth overview of the 


main principles underlying modern corporate finance. 
Financial analysis, valuation and financing are the key issues. 





For information, please visit our Web site or contact us directly. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet www.aifinl 
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Leaders in Development: 
Managing Political and 
Economic Transitions 
























Date: June 12 - 23, 2000 
Participants: Political leaders, senior-level policy makers, 
managers, executives cf public affairs organizations, and leaders 
of non-governmental ond development assistance organizations 
from developing, newly industrialized, and transitional countries. 















Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration into an evelving global economy. 


Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy ond institutional change; 
to gain a broader perspective on the task of leadership. 


Deadline for applications: April 3, 2000 
For brochure and application, please contact: 

Enrollment Services, Phone: (617) 496-0484, ext. 106, 
Email: KSG_Execkd@Harvard.edu 
Internet: www.ksg.harvard.edu/exec.ed 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT | 































Expertise and Opportunity: 


FLETCHER 
SCHOOL 


The Fletcher School at Tufts University is launching a first-oFits- 
kind, one-year Mastets “Program in International Relations, 
combining computer mediated and residential learning. Through 
three intensive two-week residential sessions and extensive use of 
Internet-based technologies, the program will have all the- 
halimarks of a Fletcher education. GMAP students will work. | 
closely with an internationally respected faculty and will receive 
the highest quality professional education in international affairs. 
Graduates will enter-an active and influential international alumni || 
community. This program is designed for mid-to-high level 
professionals whose jcb responsibilities preclude taking z full-year. 
off for a traditional residence based program. The international. 
curriculum will cover courses in: Negotiations, Technology. 
Policy, Leadership & Management, Transnational Soctal Issues 
Crisis Management & Analysis, Finance, International Economi 
& Business Law, Trade Economics & Political Economy: The firs 
class will enroll in late July of 2000. 
Contact Information: 
Tel: 617-627-2429 
Fax: 617-627-3005 

Web Site: www-fleteher.tufts.cdu 

Email: fletcher-gmap@tufts.edu 


The Global Master of Arts Program (GMAP) 












































































Teaching French te adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8/2 brs a day with 2 meals. 8 levels : Beg. Eto Adv. H 
ACCOMMODATION EN PRIVATE APARTMENTS 
Next 2-4 week course starts 7Feb..6March and all year 
Note: the famous Nice Carnival ts in February 
06230 Villefranche/Mer EAI5, France. Tel: (33) 493 01 88 44 Fax; (33) 493 76 92 17 
www.institutdefrancais.com 









































WHICH UNIVERSITY 
IS THE BEST FOR ME? 







AT CANTERBURY mama 


THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 





Offers the following postgraduate 
| studies February and October 
Admission - Full-time and Part- 
time study. 


DOCTORAL / MASTER’S DEGREES 


Accredited one month residency, eight co- 
leges of study. US Dept. of Ed. approval as a 
foreign school equal to U.S. schools. US 
Gov't Aid & VA Benefits Available if Qualifies 


Berne University 
International Graduate Schoot 
35 Center St., Unit 18 
Wolfeboro Falls, NH 03896 
Call: (603) 569-8648 FAX: (603) 569-4052 
E-MAIL: beme@berne.edu 





























* MA in International Conflict 
Analysis 

* MA in International Relations 
and European Studies 

* MA in International 
Relations 

« MPhil and PhD 


For further details please 
contact: 

































LCIR 
(University of Kent) the 
11 Kingsway London. Economist 

WC2B 6YE, UK. 
Telephone: TO ADVERTISE WITHIN 
‘ ng THE CLASSIFIED SECTION, 
+d (OY20 7565 6836 CONTACT: 
Fax: cee . 

+44 (0)20 7565 6827 Philip Wrigley 

E-mail London 


Tel: (44-171) 830 7000 
Fax: (44-171) 830 7111 
Email: 
PhilipWrigley@economist.com 


LCTRi@uke anuk 


Excellence in Higher 
Education at Britain $ 
European University 





EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS 


BRUSSELS 


Your fast track to ginny 


Working with i EU - 
Institutional Re lations and Public / 






















Affairs 


7-Day Intensive Programme 
Feb 6 - 12, 2000 










*Ydeal for those needing immediate 
pe i insights into how Europe 
works and how beet to work Burope. 


* Involves some 25 seasions: | 
studi i} conduc: 
e officials and practi 





4 hy 





S 








* Keyed to action - with detailed guidance 

and examples on how to lobby, manage 

public affsirs and tender most 
he EU 


* Personal, power-assisted coaching 
through group work projects 





Lacyna Gutman-Graner 
Av. Adolphe Lacomblé, 66 - 1030 Brussels, Belgram 
Tel, 232-2 737 77 46, Fax +32-2 732 75 25, leipysAwwweepabcom 

















HVERSITY 


PRIVATIZATION, REGULATORY REFORM 


& CORPORATE GOVERNANCE 


June 26 - duly 14, 2000 Cambridge, Massachusetts, USA 
Director, Eytan Sheshinski 

* Methods of Privatization. Auctions 
Share Flotation, Concessions and 
Strategiz I WS 

+ Mass Privathear 
Economies 

* Recent Privatizations: Data and 
Conclusions 


+ The Record on Performance and 
Reform of State-Owned Enterprises 

* The Rationale for and Problems of 
Public Ownership 

* Privatization of Natural Monopolies: 
Theory and Evidence 

* Regulation: Structure and Methods 

e Deregulation and Competition Policy 











ionin Transition 


* Post Privanieas ation Corporate Governance 





+ Labor and Privatization 





Lecturers include: Kenneth Arrow, William Baumol, Edin 
Jeffrey Sachs, Joseph Stiglitz, Lawrence Summer 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA 02198, USA, Atty Mike Hrica, 
Fax: (017) 495-8786 Tek (617) 495-3482 Emai pep ini harvard edu 
NING 


WWW. HILO. HARVARD. EDUSTRAI 


MBA.& MS Degrees 
e 
Executive Education | 


eases 


303. 333. 4224 
www.isimu.edu 


admissions edy 


Applications are invited from outstanding candidates for a 
Lectureship in Finance. Candidates with strong research 
records in all areas of Finance will be considered. 
Successful candidates will hold appointments within the 
Department of Accounting and Finance commencing 
September 2000. Salary will be within the appropriate 
range for this area. 


It is expected that the appointed candidate will be 
willing to play a role in the Financial Markets Group/ESRC 
Centre and contribute to the development of research 
programmes within the areas of interest of the Centre. 
This is a major research centre with public and private 
sector funding which provides additional research support 
facilities in the area of finance and which tases closely 
with the Department. 


For further details please phone 01771 955 6183 or 
email recruitment@ise.ac.uk with your postal address. 
Piease quote reference L055. 


Closing date for applications: Sth February 2000. 


‘The London School of Economics and Political Science is. committed to equal 
opportunities and excellence in teaching and research: 
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INVESTEC BANK (UK) LTD 


Economist 
Salary to £40,000 plus banking benefits 


Investec Group Ltd is an international Specialist Banking Group, 
listed on the Johannesburg Stock Exchange, focusing on 
providing Investment and Private. Banking and Asset 
“Management Services to its select clients. Investec has 
pursued a policy of steady international expansion resulting in a 
< number of recent acquisitions in the UK, increasing the group's 
¿profile in the UK and Europe. 


The increased business levels have resulted in a need to recruit 
an additional Economist to work for Investec Bank (UK) Limited to 
focus on UK and continental Europe. The UK Bank's total assets, 
_ as of 31st March 1999, exceeded £5.6bn, pre-tax profits rose by 
‘nearly 170% and net interest income by nearly 160%. 


The role will concentrate on providing detailed macro economic 
analysis to traders, clients and the media as 
well'as written commentary in specific journals. The successful 


demanded by the role include a high degree of analytical 
capability and strong IT skills. Excellent communication skills 
both in writing and interpersonally are pre-requisites. 


The company places great belief in- its corporate philosophy and 
values including integrity, innovation, flexibility, tolerance, 
passion and entrepreneuria’ flair. A willingness and ability to co- 
operate with others is paramount. 


The meritocratic culture of Investec means that career 
opportunities are limitless. for a person with the drive and ability. 
to meet the challenge. 


To apply for this position please send your curriculum v 
together with details of your current. remuneration to 
retained consultants, Cortact Recruitment, Sun Court, 
Cornhill, London EC3V 3NB, for the attention of Mark Bailey. 





candidate will be of postgraduate calibre education and have a 020 7280 9400; fax 020. 7280" 9430 
inimum of two years’ relevant experience, although not MBailey@contact-recruitment.co.uk. Any details sent 


necessarily within Investment Banking. Essential qualities the client will be forwarded to Contact Recrultme 





INVESTE@ 


pHeratTMent 


The Pharmaceutical Research tute, the international 
R&D group within the global. pharmaceutical company 
Bristol-Myers Squibb, is developing its Outcomes Research 
function to meet the ever increasing need for health 
economics data to support regulatory submissions. The US 
group is now established and the next priority is to develop a 
European Centre of Excellence. 

Contributing to the design of clinical trials and ensuring 
that valid health economics ‘data will be captured, you will 
also evaluate quality of life measures and advise on regu- 
latory submissions. Keeping abreast of developments in the 
field and shaping the way that drugs are developed for the 
market in the future will be key activities, as. will be liasion 
with colleagues in the USA and the major affiliates. 

You will already have a’ proven track record of at least 
three years in health economics supported by a relevant 
qualification. You may well have qualified initially as a 
pharmacist, medic or life scientist and will have followed this 
with experience in drug development. Bristol-Myers Squibb 
lay particular emphasis on leadership to ensure that the 
business can source its senior management of the future ~ so 
you will need to be able to substantiate your claim’ to 
leadership skills. 

If you are ready to put your career into top gear, please 
contact/send your cv to Peter Fortune, Eames - Jones « Judge > 
Hawkings, 29 High Street, Welwyn, Hertfordshire AL6 SEE. 
Telephone: 01438 840984. Fax: 01438 840429. E-mail: 
partners@ejjh.co.uk 


UDGE - HAWKINGS 


LECTION > MANAGEMENT CONSULTANCY 


Bristol-Myers 
Squibb Company 


Associate 
Director 


Outcomes Research 


Evaluate the economic 
benefits of the future portfolio 


European location 


55,000 


EAMES 


JONES 


PERSONNEL CONSULTANCY © SE 
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intermediate Technology Development Group 


CHIEF EXECUTIVE 


Salary not less than £50,000 
Warwickshire, UK 


ITDG is a leading charity in the field of 
appropriate technology in development. With a 
turnover of £11.8m, ITDG employs over 300 
staff working in Bangladesh, Kenya, Peru, Sri 
Lanka, Sudan, Nepal and Zimbabwe. 




























ITDG now seeks to recruit an exceptional 
individual as Chief Executive to lead the Group 
over the next 5 years or more, based in the 
rural setting of Warwickshire but travelling 
worldwide. 


INTERMEDIATE 
TECHNOLOGY 





To obtain more information including how to apply, please 
telephone ITDG’s advisors below on 020 8466 4126 (24 
hours) quoting reference PDJC/E not later than Monday 24 
January. Candidates overseas should send an email address at 
which they can receive the information to PDJ]C@saxbam.co.uk. 
Applications will close on Wednesday 2 February. 


For information about ITDG visit its website at http:// 
www.oneworld.org/itdg P aasi 


SARC 


ADVERTISED RECRUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLOG HEVER PLS 








The United Nations Office for Project Services (UNOPS), a major provider of project 
management and implementation services to the United Nations system and developing 
countries, seeks qualified applicants for the following: 


Position: Chief Technical Advisor/Commodity Trade Finance Expert 

Contract: UNOPS one year. 

Duty station: Nairobi, Kenya with substantial travel to the project countries Uganda, 
Tanzania and Zimbabwe. 

Remuneration will be internationally competitive based on experience and qualifications, 

Closing date: 4 February 2000 


Background Information 

Coffee Market Development and Trade Promotion in Eastern and Southern Africa 
(Uganda, Tanzania and Zimbabwe), 

‘Improvement of Cotton Marketing and Trade Systems in eastern and Southern Africa 
(Uganda and Tanzania), 

The Common Fund for Commodities (CPC) is financing the above mentioned projects 
based on requests submitted by the International Cotton Advisory Committee (CAC) and 
the International Coffee Organization (ICQ). The United Nations Office for Project 
Services (UNOPS) has been appointed as the Project Executing Agency responsible for 
the execution of the projects. 
























The central objectives of both projects are to increase the benefits to cotton/coffee 
producers in Eastern and Southem African countries through the development of a 
transparent and efficient marketing system within the framework of a liberalized market. 
develop and test marketing and trade systems, strengthen public and private institutions. 
develop and test trade finance systems for production and cropmarketing based on 
collateralized warehousing. 


Qualifications 
At least 10-years of working experience at a senior level in commodity trade and finance 
including project management. Relevant University degree or equivalent based on 
relevant professional working experience. Experience with the project commodities and 
Fastera/Southern Aftica. Knowledge of the UN financial rules and regulations will be an 
advantage. 
Ip addition, during project implementation short-term consultancies focusing on 
training/knowledge transfer are required for the project commodities in the fields of. 
© StorageAwarehousing * Marketing, and 

* Quality control . (Frade) Finance 
‘Qualified individuals and companies are invited to submit applications to: 
3 Ides de Willebois, Coordinator, UNOPS Nairobi Outpost, 
PO Box 30218, Nairobi Kenya. 
Fax: 254-2-623540. E-mail: idesdw 
Applications. from candidates from the project countries are encouraged. 
























Insurance Å 
Law . 
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Project Coordinator for 
A process of research collaboration and information sharing 
between ILO, UNICEF and the World Bank 


Three international agencies - ILO, UNICEF and the World Bank - wish to 
appoint a Project Coordinator, based atthe Innocenti Research Centre 
(IRC), UNICEF, Florence to coordinate the work of a preject on child 
labour over the coming two years. 














Major duties and responsibilities 






The coordinator will: supervise the creation of a web-site on child labour 
linking the IRC website with the agencies’ individual sites: facilitate the 
analysis of existing data sources and surveys; identify gaps in information 
and data collection, help identify projects and programmes on child labour 
to be researched; identify and liaise with researchers and other actors in 
developing and developed countries working on child labour: organise the 
meetings for the collaborative activities of the three agencies. 
































Qualifications, skills required 






Advanced university degree in economics or the social sciences with 
statistics as minor; eight years experience in research and management of 
data-bases on socio-economic development issues, field experience in a 
developing country on development and child labour issues; experience in 
gender analysis and planning is desirable; excellent English and good 
working knowledge of either French or Spanish; fill computer literacy; 
experience in web-site development is an asset, experience working with 
international agencies 

Applications from women are encouraged, 












Please send CV with a cover letter by 6 February 2000 to: 
child_labour(@unicef-iedc.it 











The Center on Crime, Communities & Culture | 
of the Open Society Institute 


| We are pleased to announce the newly selected winners 
i of the Soros Justice Fellowship. 


Senior Fellows 

Janet Bussey, Cleveland State University, Cleveland, OH 

David Harris, University of Toledo College of Law, Toledo, OH 
| Cristina Rathbone, Journalist and Author, Boston, MA 

Eric Schlosser, Contributing Writer, The Atlantic Monthly, Hew York, NY 
Jonathan Simon, University of Miami School of Law, Coral Gables, Fi. 


Postgraduate Fellows 
Andrea Black, Florence Immigrant and Refugee Rights Project, Inc., Florence, AZ 
Shiu-Ming Cheer, Catholic Legal immigration Network, inc., Los Angeles, CA 
Monique Hoeflinger, Prison Reform Advocacy Center, Cincinnati, OH 
Lisa Holder, Los Angeles County Alternate Public Defender, Los Angeles, CA 
Tonya McClary, National Coalition to Abolish the Death Penalty, Washington, DC 
Maria McLaughlin, Prison Law Office, San Quentin, CA 
Kevin Pranis, Grassroots Leadership, Charlotte, NC 
Alexander Rundiet, Southern Center for Human Rights, Atlanta, GA 

| 


Crime & Communities Media Fellows 
| Nell Bernstein, Editor, Pacific News Service, San Fi rancisco, CA 
| Dan Collison, Freetance Contributor, National Public Radia, Washington, DC 
_ andrew Lichtenstein, Photojournalist, New York, NY 
| Salim Muwakkil, Columnist, The Chicago Tribune, Chicago, tL 
| Eric Whitney, Associate Producer, High Plains News Service, Billings, MT 


| The Center on Crime, Communities & Culture is a project of the Open Society Institute, a), 
private nonprofit grant-making and operating foundation founded and headed by financier), 
George Soros. The Center awards fellowships to promote effective and humane treatment of 
prisoners and their families and broader public discussion of when incarceration is an apporo- 
priate response to crime. 
For more information on aur Fellowship programs, visit our website at 
www. soros.org/crime/ or contact Miriam Porter at (212) 548-0146 or E-mail 
mporter@sorosny. org 
Soros Justice Fellowships 
‘The Center on Crime, Communities & Culture 
400 West 59th Street, New York, NY 10019 


DEADLINE FOR FALL 2000 APPLICATIONS 1S SEPTEMBER 2000 
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Young Development 
Praject Administrator 
sought by c ane : 
in” Middle 
providing 


The latest in cost-effe 


hing + Interactive h 
lecoaching + CV hir 






f Knowle ige of the heaith 
Foul ture sectors an advantage 
Plaase fax CV to And Ells at 


eh 174 227 8901 or ito 
gjwiellis@skynet. 





Fixed:term - three years) Re E3 76o 


The Centre for the Management of Arid Environments (CMAE) is a 
collaborative Centre of Excellence based at Kalgoorlie in Western 
Australia. It is expected that the CMAE will be a leading Centre for 
research and development, training and education in the 
development of integrated and sustainable systems for the 
management of arid lands. 


The Director will have a leadership role in research, teaching, 
promoting the Centre in the community, and in building strategic 
partnerships with government, international agencies, funding 
bodies and industry. Consideration may be given to a 
continuing appointment following the 3-year term subject to a 
high level of performance, particularly in securing sufficient funding 
for the Centre. 


The successful candidace will have an outstanding record as a 

researcher and post-graduate teacher in a discipline related to the 

management of arid environments, and will be a strong planner, 

manager, entrepreneur and advocate of science to industry and the 
~ wider community. Appointment at an Associate Professor level may 
“be considered. 





' Contact for further information, contact Professor 
David Spottiswood, Director, Curtin Kalgoorlie Campus, 
email spoctid@wasm.curtin.eduau , telephone +618 9088 6101, 
facsimile +618 9088 6103. 


Applications must address the selection criteria, and include 
the names, addresses telephone/facsimile numbers of three referees. 

Submit applications to the Director, Human Resources, Curtin 
University of Technology, GPO Box U1987, Perth, Western Australia, 
6845 by 26 February 2000. 


Applicants should obtain an information package which will 
be forwarded on request by telephone +618 9266 3763, 
facsimile +618 9266 2401, email hallidac@resources.curtin.edu.au. 


“Attractive benefits, including a competitive salary, airfares and 

ae “removal assistance in addition to 17% employer superannuation, 

“flexible leave provisions and professional development support. 
The University also has a remuneration packaging service. 


Curtin reserves the right to appoint by invitation. 





Curtin is an Equal Opportunity Employer and 
provides a smoke-free environment. 
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Te! k lepine hotline + 80,000 jobs on-line 


| Develop your career? 


clive personal 
anagement programmes 


For further information visit our web-site on- 
ww w.workingfutures.com 


MPP Fasi 


















THE UNIVERSITY OF THE 
WEST INDIES 
MONA, KINGSTON, JAMAICA 


Professor/Senior Lecturer 
in Applied Economics 









Department of Economics 

Faculty of Sciences 

Applications are invited frontsuitably qualified persons for the 
post of Professor /Senior Lecturer in Applied Economics in the 
Department of Economics: Applicants should be qualified in 
Economics Theory and Econometrics. The person appointed 
will be expected to undertake both undergraduate and 
postgraduate teaching. 





The Department is willing to consider a visiting appointment. 






Detailed applications giving full particulars of qualifications 
and experience, date of birth and-names and addresses 
of three referees should be sent-as soon as possible to: Assista. 
Registrar (Staff), Office of Administration, Univ o 
the West Indies, Mona, Kingston 7, Jamaica, West Indie (fax: 
[1 876] 977-1422: email; chogarth@uwimona.edujm). Further 
ie are available from the same source or from the 
Association of Commonwealth Universities (47987), 
36 Gordon Square, London WC1H OPF (tel: 020 7387 8572 
Ext. 206; fax: 020 7383 0368; email: adverts@acu.ac.uk), 
In order to expedite the appointment procedure, applicants 
are advised to ask their referees to send confidential reports 
directly to the University without waiting to be contacted, 

























Closing date for receipt of applications: 31 January 2000. 






The Food and. Drink Federation, the principal. | 
representative organisation for UK food and drink 
manufacturers, . currently have the following: 
opportunities: 


European Policy Coordinator (ret: EP) 


This is a key post within the Federation, whose purpose is to 
identify relevant EU (and international) issues, and to 
coordinate and target the FOF response to these. You will 
need to have experience both of policy formulation and its 
representation, in particular to the EU Institutions. Experience 
of working within the industry at a senior level, or with single 
market issues, or with other Member State bodies woud also 
be an advantage. 


Public Affairs Executive (ret: Econs) 


We are seeking 2 proactive individual to be responsible for 
representing the interests of a number of sector associations on 
a wide range of-issues. You. will enjoy a high level of 
responsibility. which will include devising and implementing 
polities, scrutinising flegisiative. proposals, understanding 
technical and commercial issues, as.weil as contact with UK and 
EU government departments and the media. 





p ) [posts require you to be a confident 

and persuasive communicator (written and orally), with ti 
ability to liaise effectively at senior: management: level 
Candidates should be university educated and have proven 
organisational and analytical. skills, as weil as a therough 
knowledge of EU and UK legislative procedures. Knowledge of 
French would be an advantage. Based in our Covent Garden 
offices, but with some travel in both roles, we are offering. 
competitive salaries and a very good benefits package. 









Please apply in writing (quoting the job 
reference} with details of current salary ta: The 
Personnel Manager, Food and Drink Federation, 6 
Catherine Street, London WC2B 5JJ. Confidential 
Fax: 0171 420 7166. 





‘aie Sane 


FOOD & ORINK 
FEDERATION 









Centre for Development Research 










Imagine a world where every child is 
safe, well fed, educated and happy. 
Imagine being part of making that 
dream a reality by using your skills to 
make a difference to children’s lives. 


Health Adviser (Health 
Strategy Implementation) 
£27 527 - £29,061 p.a. incl. LW 
Vauxhall, SW London 


This key post within the Policy Section will 
oversee the impiementation of the Health 
Sector Strategy and guide the organisation in 
achieving its objectives of improving health 
care services for children. The postholder will 
provide professional support to prograrnme 
staff and take responsibility for the 
development of work within the programme. 

Applicants will have a degree in medicine, 
health management or planning which will 
include extensive knowledge of health matters, 
health care delivery systems and health policies 
in developing countries. A comprehensive 
knowledge and understanding of the 
international system and current trends in major 
donor policy, together with experience of field 
work or work at community level are essential 
requirements for this post, as well as highly 
developed negotiating and problem solving skills 
and excellent communication skills, in order to 
provide a range of complex information to a 
wide audience. Ref: PR1. 


For an application form and further details, 
please send a postcard, quoting the relevant 
reference, to Janet Wright, Save the Children, 
Human Resources, 17 Grove Lane, 
Camberwell, London SES 8RD; or e-mail: 
|. wright@scfuk.org.uk 


Closing date for receipt of completed 
applications: 28th January 2000. 

We have a responsibility to ensure the 
protection and safety of children while they are 
in contact with staff. Recruitment to jobs 
involving regular contact with children will 
include specific checks and procedures. 


Save the Children airns to be an equal GI. Kongevej 5 » DK-1610 Copenhagen V * Denmark 
opportunities employer. Tif. +45 33 85 46 00 » Fax +45 33 25 81 10 Web: www.cdr.dk 

















Senior Researchers 
(2 Posts) in 
Development Research 


The Centre for Development Research, which is a leading Nordic 
centre for social science development research, invites appli- 
cations for two permanent senior researcher posts, The Centre 
is an independent institution under the Danish Ministry of 

| Foreign Affairs, with a multi-disciplinary staff. of 14 permanent 
researchers and 10-15 project researchers organised into four 
research themes. The Centre conducts social science research 
on development processes and interventions, particularly related 
to poverty reduction, in Africa, Asia and Latin America. A 
presentation of the Centre and its research themes is available 
at www.cdr.dk 













































































One senior researcher shall strengthen the research theme 
People, Society and Nature. This theme focuses on the interfaces 
of society and nature as they develop through changing 
livelihood strategies, social and cultural resource management 
institutions, and agriculture and environment discourses, within 
a framework of local, national, and global structures. 









The other senior researcher shall strengthen the research 
theme the Political Economy of Globalisation. This theme 
focuses on economic development, as affected by changes in 
global commodity markets, capital and technology flows and in 
the frameworks and paradigms for economic regulation. 









Applicants shall have considerable social science research 
experience (minimum four years post doc.), preferably involving 
fieldwork in developing countries. Experience in post-graduate 
teaching, research management and net-working, and 
consultancies will be considered advantages, as will knowledge 
of Danish and international development cooperation, The 
job description for senior researchers can be obtained from 
the Centre. 




























Applicants must submit: a presentation of current and future 
research interests, a CV (including a list of publications), and 
three copies of five publications for assessment. Applications 
should be adressed to the Director, Poul Engberg-Pedersen, 
and arrive no later than | May 2000. 
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TENDERS WASHINGTON INTERNATIONAL UNIVERSITY 
®WorildBid 

INTERNATIONAL TRADE LEADS 
COMPUTER HARDWARE 







“I earned my American degree in 
just one year...at home!” 


5 af D You study ac home - no classroom arendance 2) are vour Bachelor 
Master, BALD. in one year. 3) Enrollment open now in Business 


FINANCIAL ENTREPRENEURS 


Needed World Wide For 
Marketing Visa Cards, U.5,:Dollar 
Accounts, High Yield Investor. ; 













{6 MBA fields of study). - Engineering - Diplomacy - Counseling - Computer Systems « and 
mer Inquiries. move, 4) Cine-on-one faculty advisors. 3) Graduates in E12 cdunevies and 36 stans anche LIA, 
(336) 297-4800 ppa 5 To request your catalog and applications : 
Fax: (336) 297-0085 View details at: P.O. Box 1138 Bryn Mawr, PA 19010-USA 





www.e-z-<ard.com www.worldbid.com FAX: 610.527.1008. e-mail: admissions@washintueda 
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BBUSINESS & PERSONAL 






The ultimate authority on the world’s best hotels 
hideawayreport.com 










i TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 
Stephen Welch 

New York 
Tel: (1-212) 541 5730 
Fax; (1-212) 247 1325 


& 
TAX - FREE 


Companies world - wide 
Formation and administration of 
companies, opening of bank accounts 

tel /fax/mail forwarding service 





































Email: UNITED KINGDOM 
StephenWelch@econamist.com ~ ee Ice ~ 
or LAVECO Ltd 
Nathalie Henault Clos de Saignie, Sark, 
Paris United Kingdom, GY9 OSF 


Tel: (33-1) 53 93 66 04 Email: Raymond Terry Gibson 


NathalieHenault@economist.com 

E-mail: rigibson@supersnet.uk 
HUNGARY 

‘ah 6361-21 7-O6-R I 

Fan: $36-1-217-44- 14 












ROMANIA 
Teli +40-02-326-320 
Tas +40-92- 154, rE 


Sorne of the finest 
private villas, 
farmhouses and |} 
castles anth i 
swimming pools, 
throughout Italy. 


WEW PUSCARIE DOT i 
USA (EUROVILLAS) 
Tel/Fax 800 767 0275 
TUSCANY NOW (UK, EUROPE) 








RUSSIA 
J: +7-4234-147-444 


Bae T: +44 (0)207 272 5469 F: +44 101207 272 6184 


UNIVERSITY OF 


OXFORD 


in association with Green College 
Queen Elizabeth House 


Director of the Refugee Studies Centre 
(formerly Refugee Studies Programme) 


— Applications are invited for the post of Director of the Refugee Studies Centra, a 
centre designed to increase understanding of the causes, consequences and 
experience of forced migration, through multidisciplinary research, teaching, 

“publications, seminars and conferences. The position is open to people from any 

““Felevant discipline, including anthropology, economics, international relations, law, 
politics, social geography or sociology. Preference will be given to someone who 
has significant experience in the field of forced migration. 
itis intended that the appointment, dating from tst October 2000, will be made for 
up to five years in the first instance with a stipend based on the University 
Readership scale (£32,571 - £35,670). After five years, the Director will be eligibie 
for appointment to retiring age. The successful candidate will be offered a 
Fellowship at Green Collage, 


a "Further particulars may be obtained from The Administrator, Queen Elizabeth 
-= House, 21 St Giles’, Oxford OX1 SLA; tel: (01885) 273600. The closing date is 
(5th. February 2000, 


The University is an Equal Opportunities Employer: - 
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NEED AN OFFICE IN THE HEART OF THE CITY OF LONDON? 
THE NEXT GENERATION OF BUSINESS CENTRES HAS ARRIVED: 
Unbranded 
State of the art IT infrastructure 
interesting places to meet and entertain 
Open plan and executive suites 
Club and conference fac cil 
OW AVAILABLE. CAL 
orpnex.com. 
THE CORPORATE NEXUS, BUSINESS CENTRES FOR BUSINESS LEADERS 


0 7648 8400. Or E-mail 


wwwuwtcallback.com 


* No Fees, No Commitment. 
* Office, Home & Cellular 
* Phone, Fax & Modem 


* Low Intl. Rates 
* High Quality 
* Prompt Service 


Call now for new low rates 
AGEN 15 WANTED!! 


The UK & Offshore 
Company Specialists 


ROK OHOREEOHHEHEHEHTOHSTSECHEHHHHHE RENE DD 


[Ready made & own choice of name ; 
Co's available in UK & worldwide. 
free advice & colour brochure. 
E Free name check, 
w We guarantee the 
lowest fees, 


The Company Store Group 
International is one of the longest 
established professional 

specialising in worldwi 

company and trust 

formation. We 

believe that we offer 

the quickest service 

and the most 

competitive fees, with 

no hidden extras. 

undertake to refund the difiren 
if you can obtain the same services 
elsewhere at a lower cost. 


mail, ie fox, email and 
associated services. 
BAI major credit cards accepted, 





neee eee eeenee 


26 North John ‘Street, Liverpool 12 RU, “UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Visit our comprehensive website: 
maw w.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 





ein 


Pics | Offshore Companies, Trusts, Tax Planning 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 


leading tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
ices, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
USA: Bill Andrews imon Denton di Paul Winder 
Tel: +1 757 363 9609 ‘ ne 
9668 50 70158 
ngroup com ibg gagproup com 









Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax /low tax residency and alternative citizenship and passport, For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 













CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servicaos Lda. international Company Services (UK) Lid 
Vel: +1 450 679 7452 Fax: +1 450 679 4263 Tel: +351 21 314 2030 Fax: +351 21314 2034 Tel: +44 171 493 4244 Pax: +44 171491 0605 

Email: icscanadatécedep.net Email por@iCSL.com Email: uk@ICSL.com 





USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY- DR. CARLOS QUERALTO 
international Company Services (USA) Inc International Company Services (USA) Ine International Company Services S.A. 

Tel: +1 3105508712 Fax: +13102057973 Tek: +1954 943 1498 Fax: +t 954 943 1499 Tel: +598 2 902 T165 Fax: +598 2 902 1191 

Email: usawest®ICSL.com Emaik usai CS Leom Email: uy@ICSL.com 


# "“"LONDON' N 


1 Quality serviced apartments offering best value r] 
for money. Qur apartments offer great savings 
compared to hotels. Futiy serviced, private 

E bathroom, Kitchen, TV, telephone, central a 
heating, elevator. 

a Centrally located in Kensington area a 


& Tourist Board Approved E 
Ashburn Garden Apartments 

B 3 Ashburn Gardens a 

" South Kensington, London SW7 4DG, UK | 


www.ashburngardens.co.uk 
@ = info@ashburngardens.co.uk B 


\ Tel: +444 207 370 2663 























IMMIGRATE TO CANADA 
“We Can Help” 





Profit 


from the Internet 













Y Wteekon 
pjene 
Emall: somjeatsomjen vom 

Sue 810, | 24¢ 

Toronto, Ontario, 
Tel 216 )022 RORI 










Global Business - simple to operate. 
No computer experience necessary. 
In 113 countries and expanding at 
phenomenal rate 4-5 figure 
incomes being gencrated weekly 
















Call any recordid message on 
ett (OF IBI 387 8843 


24 hourg 






Use your PC to make 
phone calls over the 
Internet and save big! 












Fax: ++44 207 370 6743 
SERB ERROR 
















Supply us with your 
telephone or fax number 
and we'll get right back to you. 














































Australia 8e Hungary 
Austria „3€ India 79 
anti gs indonesia 49¢ 
elgium i A 
Sto Paulo 29¢ Tel Aviv 10 
Buenos Aires 25¢ italy 14e 
Canada 9¢ jordan 85¢ 
Cayman Isl 35¢ Mexico 196 
Chile 20¢ Mascow 18¢ 
China 36¢ Netherlands 8¢ 
Colombia — 22¢ Norway 8e 
Croatia 33e Pakistan  78¢ 
geh aop: ne Philippines 36¢ 
Dom. Rep 936 Spain BC ; h Er 
- Rep. 23 y r 3 ; 
Egypt Boe Sveden He tne Wor 
France Be Switzerland BE me er 
Germany Be Thailand 45¢ an 
Greece” one | Taye, “9.86 to all other des 
Haiti Gig Turkey 33¢ K 
Hong Kong 8e UK ge 








Call: 1-201-530-4756 Fax: 1-240-255-5903 
hitp://www.onlinecalls.net/econ 






Limited tive offer. 


j ae lumited to PC-lo-Fhone calis onh 
(:) net2phone Se camer on 


Rates subject to change without notice 









1202 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY O7EG6 - USA 
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For over a quarter of the century, 
OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients 

Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, 
the collective experience, skills and 
resources of more than 300 multi- 
disciplined OCRA professionals 
including lawyers, chartered 
accountants and secretaries, 
economists and bankers are 
instantly accessible - wherever 
you are. 

For our FREE 110 page 
full colour brochure contact 
Colin W Forster (Director) 

ISLE OF MAN 

PO Box 55 Companies House 
Tower Street Ramsey 

Isle of Man IM994jA 
British Isles 

Telephone +44 1624 815544 
Facsimile +44 1624 877080 
E-mail: economist@ocra.com 


FREEPHONE UK 
0800 269 900 
FREEPHONE USA 
+1800 283 4444 


All major credit cards accepted. 
A member of the Estate end General Group 
Established 1935 


WORLD WIDE 


The Definitive Offshore Information Website 


www.ocra.com 





Instant Response 
Immediate Action 
29 Languages Spoken 








The most comprehensive 

range of offshore services 

* Personalised Tax 
Planning Advice 


* 750 Ready Made 
Corporations from USS350 


+ Bank Introductions/ 
Corporate Credit Cards 

+ Offshore Trusts and 
Licensed Trustee Services 

+ Professional Directors and 
Nominee Services 


+ Incorporation Services in 
more than 100 jurisdictions 
* Management and 
Administration Services 
+ Full Accountancy and 
Audit Services 





LONDON 
Richard Cook BSc(Hons) 
Phone +44 207 355 1096 

Fax +44 207 495 3017 
E-mail ilon@ocra.com 
MADEIRA 
Dr David de Gouveia mis ac, MBA 
Phone +351 291 201700 

Fax +351 291 227144 
E-mail imad@ocra.com 

CYPRUS 

Christos Vassiliades Attorney 
Phone +357 2673 20 
Fax +357 2673 23 
E-mail icy@ocra.com 

HONG KONG 

Raymond Choi MLIA (Dip) 
Phone +852 2522 0172 
Fax +852 2521 1190 
E-mail ink@ocra.com 


LUXEMBOURG 
Eveline Karls 
Phone +352 224 286 

Fax +352 224 287 
E-mail ilux@ocra.com 
HUNGARY 
Laszlo Kiss BSc Econ 
Phone +36 1351 9959 

Fax +36 1 351 9958 
E-mail ih@ocra.com 
MAURITIUS 
Ashiq Bacha ACCA 
Phone +230 211 5100 
Fax +230 211 5400 
E-mail imr@ocra.com 
USA AICS Ltd 
Kevin Mirecki BS. JD. Esq 
Phone +1 949 979 3344 
Fax +1 949 979 3300 
E-mail jusa@ocra.com 


FINLAND 
Till Sahigren BSc (Ecor 
Phone +358 9 6969 2569 
Fax +358 9 6969 2565 
E-mail if@ocra.com 
BULGARIA 
Stoyan Mavrodiev LLM 
Phone +359 2 980 86 65 
Fax +359 2 989 16 63 
E-mail ib@ocra.com 
SINGAPORE 
Florence S V Nathan AGS 
Phone +65 535 3382 
Fax +65 535 3991 
E-mail isin@ocra.com 
AUSTRALIA 
Malcolm Cooper 
Phone +61 2 9251 5822 
Fax +63 2 9251 5050 
E-mail la@ocra.com 
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OFFSHORE COMPANIES 
& TAX PLANNING 
BY LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 


+ 100’s of Companies immediately available! 
« Full Management & Nominee Services 
e Secure Bank Introductions 

« Family Settlements & Asset Protection 
e Trust & Foundation registration 

e Fiscal Migration 

s Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
e ULTRA COMPETITIVE FEES 


me = = ea uae = ras = Kongi iea 
For the ultimate JAX piansing / offshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
Cas ee = ae — — ve vea re: ne 
FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL US AT Offshore@scfgroup.com OR CONTACT ONE OF OUF OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St 27-29 Lower Edifico Marina Forum. Level 2, Lot 19 
Chelsea, London, Pembroke St Avenida Arriaga 77 Lazenda Commercial 

SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 305, Centre, Phase 3, Jalan 

Tel: +44 207 352 2274 Tel: +353-1-662 1388 9000 Funchal Okk Abduliah, 87000 

Fax:+44 207 7950016 Fax:+353-1-662 1554 Madeira, PORTUGAL Labuan FT, MALAYSIA 
e-mail: Tel: +351 291 202 840-8 Tel: +60 8 742 1644 
offshore@sctgroup.com Fax:+351 291 202849 Fax+60 8742 1646 


e-mail: e-mail: 
scf@hibernian.pt scttrust@tm.net.my 


THE SCF GROUP 


HIBERNIAN TRUST & MANAGEMENT LDA sommes 
(A Fury Licensen Trust & Management Co) 


e-mail: 
oftshore@sctint!.jol.ie 
NG 
= ee 2 


AVAILABLE BY 
EUROPEAN BANK 
‘LETTERS OF CREDIT 
“STANDBY LETTERS OF CREDIT 
PROOF OF FUNDS 
“INVESTMENT LOANS 
“FINANCIAL GUARANTEES 


_—$—$— 
FAX APPLICATION TO BANK 

227 537 

)capital-available.com 
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New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 


contact Martir 
+44 (0) 1624 677948 
x: +44 (0) 162 7 


chester@e 


Chesterfield i 
Group 


Salisbury House, Victoria 
Douglas, Isle of Man IM 








write or send your manuscript to 
MINERVAPRESS 
315-317 REGENT STREET 
LONDON W1R 7YB, ENGLAND 
Www.minerva-press.co.uk 














OUTPUT, DEMAND AND JOBS In December America’s jobless rate stayed at 4.1% for the | 
third month running; Canada’s remained at 6.9%. Provisional estimates for German industrial | 
production in November fell short of expectations. It declined by 0.5%, leaving it only 2% higher 


thana year earlier. The figures are expected to be revised upwards. 
% change at annual rate 
G 


The Economist poll 
GDP forecasts 















industrial Retail sales Unemployment 
production (volume) % rate 
3 mthst 











“Not seasonally adjusted "average otia latest 3 months compared with average of previous 3 months, at annual tate, tAug-Oct: clai mant count rate 4.1 % in in 


Nowernber § Sep-Now 


% change at annual rate 
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PRICES AND WAGES Japanese producer prices fell by 1 1 5% in the year | to ‘December. Wages 
fell by 1.6% in the year to November, a 0.4% fall in real terms. In the year to December, American 
wages rose by 3.7% and French consumer-price inflation quickened to 1.2%. America’s consum- 
er-price inflation was 2.6% in the year to November, not 3.2% as previously shown. 








The Economist poll 
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B ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 
of their predictions for economic growth, 
inflation and current-account balances for 
15 countries. The table also shows the high 
and low forecasts for growth. The previous 
month’s forecasts, where different, are 
shown in brackets. Our forecasters have 
again become more bullish. They have 
upped their estimates of Gpr growth for n 
countries and the Euro zone this year, and 
downgraded only one (Denmark). Ameri- 
ca’s economy is now expected to grow by 
3.7% this year, compared with an estimate 
of 3% two months ago. Our seers have also 
increased their inflation forecasts for eight 
countries this year. But they have lowered 
their inflation prediction for Britain. 


€ 


* hot seasonally adju usted. TAvwage of latest 3 months compared with average of previous 3 months, at annual rate: 


ANEW senes, 


+12 Oct 








COMMODITY PRICE INDEX 

We have made several impor- 
tant changes to The Economist commod- 
ity-price indices this week (see page 81). Our 
indices will now take 1995, not 1990, as a 
base. Commodities will now be weighted 
by their share of world, rather than ogcp, 
imports. We are scrapping our spr index, 
but adding euro and yen indices. Figures 
back to 1995 are available from our research 
department. Our all-items dollar index 


sank to new lows in july 1999 as falling agri- 


cultural commodity prices offset the surge 
in metals. But the worst may be over. The in- 
dex has edged up by 7% since then. America 
has trimmed its forecast for grain and soya- 
bean supplies this year, and demand for 
beef is rising. Brazil expects a smaller coffee 
crop. Strong economic growth should con- 
tinue to boost metal prices, so long as pro- 
ducers do not increase supplies. 












































1995-100 % change on 
Jan4th jan tith* one one 
3 MONA _ year 
Dollar index 
All items 735 737 + 24 S 25 
Food 70.3 707 + 15 ~1249 
industrials 
AlI 779 778 + 36 +142 
"Wate 1 oA 
Metals 83.1 833 + 55 +300 
Sterling index 
All tems 70.9 70.6 + 04 = 35 
Food 678 677 = 05 = 138 
industrials 751 J45 + 16 +131 
Euro index 
All items 93.9 941 +00 +93 
food 89.8 90.3 +02 = 24 
industrials 994 At + 284 
Yen index 
All iteris 80.6 o 83.0 + 46 ~ 83 
Food 70796 +36 -181 
industrials 85.4 B76 + 58 + 75 
Gold 
$ per oz 281.25 28170 + 09 = 23, 
Crude oil North Sea Brent 
$ per barrel 24,27 24.38 ~ 22 +1063 
x Provisional. T Norfood agriculturats. 
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MONEY AND INTEREST RATES 
tion fears pushed yields on 30-year 








“INANCIAL IN DICATORS | 





“This year is looking a as dismal for bonds as 1999 was. Infla- 
American Treasuries above 6.7% on January 12th, their high- 


estsince July 1997. Ten-year German bund yields neared 5.6%, a level last seen in November 1997. 


















































„Money Ae SD pa: (Jan 12th 2000) 

% ise on year ago oye 3-mth money market banks 2-year 10-year gov't corporate 
__ narrow broad night latest year ago prime gov't bonds - latest? year ago bonds 

+77 +97 No 500 570 483 850 649 720 524 7.74 
+88 +32 Nw 359 609 575 650 651 575 5.75 588 

an +29 452 Nov 469 502 462 650 608 649 495 750 
Denmark ma +20 0a 315 463 384 700 485 579 410 744 
Japan “4128 +30 nw 0.01 0.05 056 138 050 174 188 O74 
Sweden +91 +73 Nw 325 352 328 471 472 587 406 588 

Switzerland +90 +04 Nv 075 171 a7 300 252 na 253 AS 

United States +18 +76 Nw 566 570 479 850 644 689 472. 7.77. 
Euro-11 4123 +62 Nov 305 322 321 365 432 5.47 37 5.87 








Trance 5.58%, Germany 5.47%, italy 5.79%. Benchmarks: Japan No.218 1.735%, US 30- -year 6.71%, 





*Nartow: MI except Britain MO, broad: M2 or M3 except 


Bntain M4. Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 


Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream Rates cannot be construed as banks’ offers. 





STOCKMARKETS Wall Street welcomed the mewer of AOL (and Time Warner by hitting new 





highs. The Dow Jones Industrial Average reached a new peak of 11,572 on January 10th, rising 
3.9% on the week. Frankfurt too was in boisterous mood: it leapt by 6.3%. 








































































































Market indices % change on 
1999-2000 “one one record Dec 31st 1998 

Jan 12th “high low year high  inlocal in$ 
aeee LENY EE 
Australia (Ail Ordinaries) 3,104.6 31646 27797 + 18 +10.0 ~ 19 + 10.4 +18.5 
Austria (ATX) 1,2063 1,3263 10113 + 11 +109 -306 + 76 - 58 
Belgium (Bel 20) 31103 3,681.9 28656 +17 -89 -155 -115 -226 
| Britain (FTSE 100) 65328 69302 57702 -00 +107 -57 +111 +99 
Tanada (Toronto Composite) 8,360.0 8,602.5 6,1803 + 30 +261 - 28 +289 +360 
Denmark (Copenhagen SE) 7752 7910 5655 + 27 +226 -20 +216 + 68- 
France (SBF 250) 3,608.7 3,810.9 25000 +23 +439 < 53 +43 +23 
Germany (Xetra DAX) 69128 6.9581 46685 + 63 +402 - OF +381 +208 
italy (BC) 1700.5 1,821.2 1.3966 + 11 +180 - 66 +144 + 00° 
Japan (Nikkei 225) 18,6774 19,002.9 13,2327 + 07 +393 -520 +349 +438. 
-i (opin) 1,656.9 1,722.2 10483 + 03 +567 -426 +524 +625 
| Netherlands (EOE) _ 638.4 6754 5073 + 10 +258 SS +186 +37 
Spain (Madrid SE) 9608 1,012.7 8236 +08 +161 = 5] +107 = 31 
Sweden (Affarsvariden Gen) 5,443.3 5,5341 3,2684 + 52 +665 - 16 +642 +578 
Switzerland (Swiss Market) 7,4402 7,668.8 66167 +36 +44 -116 +39 -= 89 
United States (DA) 11,5510 11,5722 9,1207 + 39 +235 - 02 +258 +258 
(S&P 500) 14323 14693 1,2122 + 21 +160 -25 +165 +165. 
Europe (FTSE Eurotop 300)" 1,512.2 15836 1,1649 + 24 +293 = 45 +279 +19 
Elro-11 (FTSE Ebloc 100)" 13241 43848 975 +32 +347 ~- 4A +326 +160 
| World (msa 1,378.0 3,422.2 11235 +14 +204 =- 31 na + 19.8 
“World bond market (Salomon)? 4361 4598 4195 -06 ~- 48 -52 na - 45 








wi euro terms. TMorgan Stanley Capital international index | includes individual markets fisted above plus eight others, in dollar terms. 


#Salamon Brothers Ward Government Bond Index, total 





TRADE, EXCHANGE RATES AND BUDGETS Sterling continues to rise: its ts trade-weighted value rose by 1% in the week t to > january ath. “The | 
euro area’s visible-trade surplus edged down to $68 billion in the year to October. Sweden’s edged up to $16.4 billion in the year to November. 


return, m dollar terms. jan 71th. 





E BOND ISSUES The value of iiuemnational 
bond issues managed by the top 20 invest- 
ment banks in 1999 was $1.35 trillion, an in- 
crease of more than sox on 1998, according 








compared with Merrill's 

















Denmark's current-account surplus widened to $0.5 billion over the same period. 
































































































































___Trade balance*, $bn Current account OOo Exchange rate Currency units = Budget 
“latest latest 12 Sbn The Economist poll “twade-weighted? per per per per balance 
month months latest 12 mths  % of GDP, forecast Jan 12th year ago $ £ OM ewo  % of GDP 
oe E 1999 2000 rath Jan 12th yearago 1998" 
Australia O65 nw - 95 -22003 -58 -58 825 784 T2 158 250 080 156 — 05 
Austria E ag - 69 - 4200 22. 22.08) a aa g 78 ek 
Belgium + 219 Spo + 160 + 123 un 43 43 1001 1034 393 345 6465 2062 4034 EDE 
Britain -374 0a ~ 426 “= 18.1 Q3 15 15S. O61 0.6! - 032 062 (02 
240 076 150 O38 
~ n93 381 745 59 
“W051 335 656 27 
3.13 ~ 196 “7 
3103 990 1936 27 
~ 1474 5558 109 “6.0 
FECE 353 113 220 08 
“87 Sept" “70 5 "267 8506 166 — 23 
Sweden i + 680a 822 B18 844 779- 3389 443 R67 13 
Switzerland + 0.68 Noe + 0.1 + 31603 1037 109.4 157 13 258 082 161 na 
United States -32.00 oa -325.0 -3012 03. 105.1 ao OOOO a ~ 165 053 103 04 
Eurot + 714008 + 680 + 52.7 0a ~~ 86 925 O oy | oa 160 0.57 2.0 
“Australia, Britain, France, Canada, japan and United States imports fob, exports fob All others cit/fob. ¥ 19902100, Bank of of England. OECD e estimate. ~ 4 ¢ - 
SNot seasonally adjusted. **New series 
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ECONOMY Russian consumer-price inflation is falling fast: the 12-month rate, which peaked 
at 126.3% in July, was 36.7% in December. Mexican inflation is falling too, albeit slowly: it was 
12.3% in the year to December, its lowest since January 1995, the immediate aftermath of the 
peso crisis. Turkish industrial production was down 3.1% in the year to November. 















M CURRENCY MOVEMENTS After col- | 
_lapsing dramatically in 1998, many East 
Asian currencies strengthened against the | 
dollar last year. The Indonesian rupiah has 
risen by n% against the greenback since the | 
end of 1998; South Korea’s won has gained 





„7 change on year earlier 12 months, $bn 






Foreign reserves*, Sbn 





k e ‘GDP. industrial Consumer ade Current Latest Year a 
6%. However, the Thai baht and the Philip- production prices balance “account ss 


















pine peso have both slipped slightly against 
the dollar over that period. Other emerging 
economies saw much bigger falls. Brazil's | 
real fell sharply in January 1999 after the | 
‘government abandoned its currency peg. | 
And, although the currency has since | 
strengthened, it is still more than 30% below | 
its rate at the end of 1998. | 


Currencies against the dollar. 
_ change, Dec 31st 1998 : 
ae 40° 


+709 + BB de = OS No +287 nov +29.3 1908 






















Thailand 
Argentina 
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FINANCIAL MARKETS Russia's stockmarket continues to cheer Vladimir Putin’s appoint- 
mentas president: Moscow notched up further gains of 5.7% in the week to January 12th. Other 
former Soviet-bloc countries had a good week too. Warsaw stormed ahead by 10%. Budapest 
leapt 5.3%, and Prague rose by 3.7%. 
























Currency units Interest rates Stockmarkets  % change on | 
Jan 12th yearago Jan 12th = % pa. sa “BG ORE” 





curtency 
e 25.3 





short-term Jan 12th Dec 31st 1998 | 
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Venezuela i a : hs A i 
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Egypt 





Turkey 290.550. 25 889,853 7000. 
Czech Republic 












New senes, inflation-adiusied. tn dollar terms 


Sources: Nat 
| Mors y At 
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kDarastream, ER, Reiters, Wartburg Dd 
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Frank Lai, CFO, Eagle Brand Holdings. 


For the new generation of CFOs. 








Fast forward. Pressing the two Vs speeds you ahead. Watch us while we merge VEBA and VIAG 


and speed into the ranks of Europe’s premier industrial groups. Fast forward. The symbol for our 
merger. To find out more, write to VEBA AG, Bennigsenplatz 1, D-40474 Düsseldorf or VIAG AG, 
Brienner Straße 40, D-80333 Munich. 





VEBA VIAG 


THE MERGER 





We can't explain w hy our guests love staying at Burswood International Resort Casino so much 
Is it the friendly attitude of our staff where nothing is too much trouble? Is it our free 
entertainment 24 hours, every day? The excitement of our International Room? Is it our six bars 
and nine restaurants? Or is it our Mediterranean climate and clear blue skies? Whatever the reason, 
you'll find a holiday at Burswood is one you'll remember as the time al! your dreams came true. 


For bookings telephone (618) 9362 8888 or email: reserve(@burswood.com.au 
Perth, Western Australia. Facsimile (618) 9470 2553 www.burswood.com.au 
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O1S We Wap 


. Seles Speaking of excess baggage, built-in port 
An international modem means you can connect connections mean you can dispense with clumsy 
directly into the phone systems of 24 countries. So docking stations. 


you don't have to worry about being stranded with an And finally, since you probably do a fair bit of your 


incompatible modem. work at 30,000 feet, the TravelMate 340 series has 





been designed to fit comfortably on airline tray 
tables. Mind you, it still offers the practicality of a full 
sized keyboard and the power of the Intel® Pentium® 
Ill processor. 


So why not take a look at the new TravelMate series? 
Along with keeping you in touch with your world, it 
just might keep you in touch with your sanity. Acer. 
We hear you. 


www.acer.com 


Acer &i 


we hear you 
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G FLATRON Monitor LG DVD Player LG Micro Wave Oven LG Smart Phone 
erfectly flat monitor Superb picture quality Attractive design, Smart, interactive, truly 
1side, Outside), eye strain free Crisp, theatre-like sound. | higher speed, a life filled a Gesign to marvel at 
stortion free with Cooking 


There is often only a fine line between dream and reality. One step and you're in a 
different world. Dreams are individual and everyone has their own. Some realise 
theirs, others don't. To make something possible which until now seemed impossible 
IS an ambitious goal. But no matter what you desire, be it consumer electronics, 
communication systems or home appliances, we can help. With digital technology 


from LG. For more information surf to www.lge.co.kr 


Digitally yours 
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Bad loans 


Str--While supporting debt relief 
(“Do you believe in fairies”, Dec- 
ember 31st), you argue that “there 
are serious objections to setting 
corrupt and spendthrift borrow- 
ers free from their obligations.” 
But what of the obligations of 
reckless and often corrupt lend- 
ers? As you note, most of the debt 
of poor countries is made up of 
guarantees, backed by taxpayers, 
for western bank loans to corrupt 
dictators. These loans helped 
leaders like Mobutu and Suharto 
to buy arms and repressive equip- 
ment more easily. The deals were 
done behind closed doors and 
when it was known that money 
was going astray, reputable inter- 
national financial institutions 
continued lending. 

Equally, capacity to repay was 
seldom a consideration. The imF 
could always be called upon (un- 
til Ecuador’s recent default) to 
bail out creditors. In the absence 
of an international insolvency 
process, lenders have acted reck- 
lessly, knowing they can never 
lose. Borrowers have been equally 
reckless, knowing their voters are 
ignorant of their actions. 

That is why Jubilee 2000 is 
calling for a more independent, 
transparent and accountable pro- 
cess for sovereign government 
lending and borrowing, We need 
greater accountability to citizens 
in creditor and debtor countries 
to reduce reckless lending and 
borrowing. And we need to re- 
form the international financial 
architecture to include an inde- 
pendently administered insolv- 
ency process, which will impose 





greater discipline on both sides, 

and prevent this situation devel- 
oping again. 

ANN PETTIFOR 

Director 

Jubilee 2000 coalition 


Over a barrel 


Sin~Your mea culpa (“We woz 
wrong”, December i8th) was pre- 
mature. It is indeed unnerving to 
have forecast in March that oil 
prices would “soon” slide to $5 
only to find at the year’s end that 
a barrel sells for five times that 
amount. But short-term prices are 
notoriously difficult to predict; 
only a few million barrels a day 
make the difference between ex- 
pensive and cheap crude. 
Ironically, the more distant fu- 
ture may be easier to see, and on 
that scale your bold projection is 
spot on. Diverse and new sources 
of supply, superior competitors 
(notably natural gas), and sluggish 
demand despite booming econo- 
mies spell trouble for oilmen. You 
will have the last laugh. 
DaviD VICTOR 
ROBERT JOHNSON 
The Council on 


New York Foreign Relations 


Sin—Oil prices are notorious for 
the difficulty in forecasting their 
tuming points. No modelling can 
cope with some of the variables 
which come into play; one sus- 
pects because of the social dy- 
namics let loose when oil minis- 
ters forgather, Also, the volatility 
of price movements when the 
turning points are passed can 
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quickly result in errors of spectac- 
ular proportion. 

A greater element of “shaman- 
ism” has crept into the forecasting 
business as modelling has in- 
ereased in esotericism. The deci- 
sion maker anoints his shaman 
for life, for better or for worse, or 
entil a better one comes along. 
The Economist should avoid the 
shaman'’s role. 


Wahroonga, 

Australia IAN De Merrow 
ENEE E EE E ELE hannah OEA PEE 
Being a good sport 


Sır—Your conclusion that cricket 
is the paramount sport left me 
unconvinced (“Freaks under pres- 
sare”, December 18th). A better 
test of co-ordination than yours—~ 
the ability to hit a moving ob- 
ject—is to hit a moving object 
while moving at high speed one- 
self, However, ice hockey failed to 
make your short list. 

It is a fast-paced sport, requir- 
ing finely tuned eye-hand-stick- 
puck co-ordination, executed at 
high speed, by some of the fittest 
athletes in sport. The game’s great- 
est star, Wayne Gretzky, was at 
most 6ft (183m), with his skates 
on, and 180lb (82kg); not the big- 
gest player and certainly not a 
freak by any measure. 

Finally, one further criterion 
for consideration of the most 
complete sport: the excitement 
that is created among fans. 

Heng Kong VERN McCrory 


Siz--As an American soccer-fan 
(admittedly a rare breed), | am ac- 
customed to hearing idiotic com- 
parisons of sports by foreign non- 
participants. But not from The 
Economist. Ask Allen Iverson, 
currently the world’s best basket- 
bail player, if “there is no point in 
the average-sized person even 
dreaming of success on a basket- 
ball court.” He stands sft 1oin and 
weighs 165lb. 

Worse than your inaccuracies 
are your subjective conclusions. 
You declare that cricket is su- 
perior to baseball and every other 
spart too. Yet you admit that 
cricket only exists “anywhere that 
was once part of Britain’s long- 
lost empire”, a trait your newspa- 
per shares. A coincidence? 

JOHN PATRICK 


Sar Francisco MANNING 


Neither thes oubh 
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Sir—You thoroughly deserve th 
swarm of letters which wil 
doubtless descend in response ti 
your observation that baseball ¢ 
“simple stuff’. A game that ha 
inspired writers like no others (H 
L. Mencken, James Thurber, Mar! 
Twain, John Updike, even P.G 
Wodehouse) cannot be so dis 
missed. Ironically, baseball per 
fectly fits your thesis; most base 
ball players are of “average” size 
and some of the most entertain 
ing are small, fast and dexterous. 


Halifax, 

Canada DANIEL CAMPBELI 
PE E E YO atic E AE AE a i 
Food in the future 


Sir—Your assessment of Mon 
santo and Robert Shapiro (Face 
value, December 3ist) continues 
to promote the myth that the 
company’s vision of a genetically 
engineered future for food pro- 
duction, based on sound science, 
has been undone by poor rr, bad 
luck and opponents who have 
whipped up public emotion by 
appealing to irrelevant and ill- 
defined social values. 

The facts tell a different story. 
The science, while theoretically 
appealing, is seriously incomplete 
and ill-supported by appropriate 
evidence, particularly in relation 
to long-term effects on human 
health and the environment. 
Even the short-term benefits to 
farmers of the current generation 
of genetically engineered crops 
are in question (though since 
Monsanto imposes by contract a 
rule of silence on its customers, 
details have been slow to emerge). 

Grandiose claims to be provid- 
ing the key to feeding the world 
have been challenged by devel- 
opment agencies from the start, as 
hunger is mostly caused by fail- 
ures of distribution, not the total 
level of world food production. 
Monsanto's limited safety re- 
search, excessive claims, and busi- 
ness methods which signal the 
possibility of controlling large 
parts of world food production 
through an unproven technology, 
have been exposed to public scru- 
tiny by a wide range of well- 
informed critics. As a result con- 
sumers, and increasingly farmers, 
are exercising the right to choose. 

Most critics recognise and wel- 
come the potential benefits of ge- 
netic engineering. But they expect 
serious scientific and public-pol- 
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onference of Ministers of Agriculture of West and 
Central Africa (CMA/WCA) 


Agricultural Policy (APN) 


Recruitment notice 


-CMAWCA recruits for its Agricultural Policy Research Network (APN) located 
in Dakar; Senegal: 


ot. Network Manager 
| Missions: manage the Co-ordination Unit of APN , develop and co-ordinate 
agricultural policy research activities of APN. 





` Required qualifications and experiences: PhD in management, economic 
sciences, political sciences, agronomy or agro-economy; have a teen year 
“experience in agronomy or agricultural policy; bilingual (French / English) 


cae Expert in Capacity Building 

“Missions: Under the authority of the Network Manager, he will: design the 
- training instrument, organise and conduct training. courses and scientific 
<o meetings in Africa, assist member countries to prepare agricultural 


F summaries and review their needs and priorities if technical assistance. 


Required qualifications and experiences: University Diploma in agronomy, 
economic sciences, business administration, computer or information 
“sciences or in a similar subject; have a five yonr experience at least, in 
national and international organisations, for planning or execution of 
training and information programmes and projects; very good command of 
French. and English. 


3... Expert in information 

Missions: Under the authority of Network Manager, he will: manage data 
“bases and network internet site, design appropriate interfaces and securities 
which permit to the Network members to have access to information 

contained in data bases. 


lificati ; University diploma in computer or 
information sciences or in a similar subject; have a five year experience at 
least, developing and management statistic and text data bases, conceptual 
development and planning and internet management; very good command 
of French and English. 


-Accountant/Financial Controller 
Missions: Under the authority of Network Manager, he will: keep the books 
of the network, follow up administrative and financial operations. 


«Required qualifications and experiences: Diploma in accounting from a 
“Po business high school; have a five year experience at least in a position as 
accountant in a national or international organism; very good command of 
French and English. 


poss. Auditing Firm 


+ Missions: Undertakes annual financial and accounting audit of APN; 
mandate lasts for three years and is renewable only one time. 


“Required qualifications and experiences: Working for at least five years in 
one of twenty West and Central African countries composing CMA/WCA; Be 
part of an international Auditing firm. 





Working conditi 

‘| The salary will be proportional to the experience and the qualifications of the 

“selected applicant and comparable to the salary paid for similar positions in 
other. international organisations. The working contract is signed for four 
years and is renewable. 


>. Nationality: the applicant will be a CMAAWCA national. 
| -Filling procedures 


: The application file will include the following elements: 
T: an application letter; 


| 2. duly authenticated certifications of previous experiences attached to a 


detailed curriculum vitae; 
3. a certified true copy of diplomas; 
4. a birth certificate or the certified copy of the international identity card; 
5. a technical and financial tender for Auditing Firms. 


fillin: closing date for application 

The file will be in a close envelope and specify: 

e On the face: “APN Recruitment ”. 

* On the back: The name and surname of the applicant. 

The file will be sent to: 

ADIRA S.A. 

99, Avenue André Peytavin - Immeuble Kébé 

BP 9048 - Dakar - Sénégal 

_ Applications must be sent before February 15th, 2000 date as postmark. 
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WORLD HEART FEDERATION 


Geneva, Switzerland 
Executive Director 
effective me? 2000 


education. The WHE publishes the bulletin “Heartbeat 
and the quarterly journal “CVD Prevention” 


The Executive Director is based in the Geneva secretariat 
and reports to the volunteer President of the WHF (cur 

rently from Hong Kong), and to the Management 
Committee. The ERC Director's Doe ilities 


nating Den gamp aee oducing nad T 


publications; public relations and membership relations; 
managing the office staff; liaison with World Congress ofi 
Cardiology Organising Committees; and representing the 
WHF to official international bodies such as the WHO 
and UNESCO, 


The successful applicant will be a superb leader, admi- 
nistrator and communicator, with the energy, commit- 
ment and cultural sensitivity to drive a global volunteer 
organisation. He or she will most probably have a -post-. 
graduate degree, general management experience working. 
with a Board of Directors, and prior involvement with 
fund-raising in a not-for-profit organisation. English is the 
working language. Nationality is open. Travel anticipated, 


Please send a covering letter, curriculum vitae and list of 
references by February 9, 2000 to: 

John McCarthy Associates 

6 avenue de Frontenex 

1207 Geneva, Switzerland 

Fax: (+4122) 700 46 24 

email: jmccarthy @ bluewin.ch 


For further information on the WHF and the vacancy 
please visit their homepage Attp:/Avww. worldheart.org 























not massaged away by slick mar- 

keting and public relations in the 
interests of private profit. 

JULIAN EDWARDS 

Director General 

London Consumers International 


No Stone unturned 


Sir—I am having visions of an 
Oliver Stone quintet. In the first 
movie Mr Stone credibly proves 
that Lyndon Johnson, with the 
aid of a cabal of New Orleans ho- 
mosexuals, had John F. Kennedy 
killed so that Johnson could pros- 
ecute the war in Vietnam more 
vigorously than the peace-loving 
Kennedy who was on the verge of 
pulling out. That movie, as we all 
know, is entitled “JFK”. 

The sequel will be “MLK” in 
which Mr Stone will credibly 
prove that Lyndon Johnson had 
Martin Luther King killed (“Con- 
spiracy in Memphis”, December 
18th) so greedy, uncaring, defence 
contractors would keep making 
money by selling arms to fight the 
war in Vietnam. The third movie 
in the sequence would, of course, 
be “RFK” in which Mr Stone cred- 
ibly proves that Lyndon Johnson 
had Robert Kennedy killed so 
that he would not be elected pres- 
ident and stop the war in Viet- 
nam. In the fourth film Mr Stone 
will credibly prove that Lyndon 
Johnson had Nicole Brown Simp- 
son killed to discredit O.J. Simp- 
son so he will not be believed 
when he reveals what he knows 
about Johnson and the war (not 
the least that Johnson is still alive 
and in hiding). This movie would 
be entitled “OJS”. We could get 
OJ. to play himself. 

The final movie in the series 
would be “LBJ” which will tie all 
the loose ends together and we 
will discover something stunning, 
as with Darth Vader and Luke 
Skywalker in “Star Wars”. Maybe 
it will turn out that Lyndon John- 
son is Oliver Stone’s father. 
Kuala Lumpur JOHN GAITHER 
PENE E N EE EA A EEEE lll 





On the grapevine 


Sır—Having enjoyed red wine for 
these many decades, | am sympa- 
> thetic to the observations in your 
survey of wine (December 18th). 
Apart from  expense-account 
lunches and dinners, my wife 
z and I limit ourselves to more af- 
fordable wines. 

I found early on that I could 
definitely taste a difference be- 





8 





icy issues to be properly assessed, tween a $5 bottle and an $8 one; 





and T could still detect a differ- 
ence between an $8 bottle and a 
bottle costing $12, and again up to 
$18. By the time it got to a $25 bot- 
tle it became more difficult. A bot- 
tle over $30 is very difficult to dif- 
ferentiate from one under $30. 
Having tasted a glass from a $100 
bottle I can only say that, good as 
it was, I could not detect the extra 
value. 

Manassas, 


Virginia PauL MATHIEU 


Sir] am intrigued to read about 
Michael Paul’s fictional advertis- 
ing campaign, scam (Soil+Cli- 
mate+Aspect=Mystique) in your 
survey. I am sure that it was at 
Wynn's winery a few weeks ago 
that | bought a postcard with a 
photograph and description of 
the terra rossa soil of Coonawarra. 
Surely one of Mr Paul's wineries 
could not be suggesting that ter- 
roir was important? 

1 visited Wynn's website, 
where | read that Coonawarra 
“owes its existence not due to its 
proximity to any major market 
but to its unique geological and 
climatic features, ideal for grow- 
ing vines bearing the highest 
quality grapes available for mak- 
ing wine...As the vines have to 
struggle and stress as they extend 
the roots through the thin layer of 
terra rossa and the limestone to 


the water table, growth of the. 


vine is limited to producing low 
yielding, intensely flavoured 
grapes, ideal for making premium 
wine.” 

I do not necessarily disagree 
with Mr Paul. However, | am re- 
minded of an old saying about 
the pot calling the kettle black. 
Dublin JOHN PIERCE 
A ENEE EEEE a 


After Seattle 


Sir--You argue that the world’s 
poorest people stand to lose most 
from the failure of the wro talks 
in Seattle (“The real losers from 
Seattle”, December uth) We 
would argue that much depends 
on what happens next. Certainly. 
without an agreed agenda for fur- 
ther talks there will be little pro- 
gress in opening the markets of 
industrialised countries to exports 
from developing countries in the 
immediate future, or ending the 
subsidised dumping of northern 
agricultural surpluses on poor 
countries, destroying the liveli- 
hood of local farmers. 

However, given the glaring 


the most powerful wro member 
countries, one cannot assume 
automatically that an agenda for 
a new round agreed in Seattle 
would have secured a more fa- 
vourable outcome for developing 
countries compared with past 
agreements, But if “failure” in Se- 
attle is a catalyst for radical re- 
form of the wro, then this may 
have been the best possible out- 
come in the long run. Seattle 
showed that it is no longer ac- 
ceptable for rich countries to 
stitch up trade deals among them- 
selves and expect developing 
countries to concur without being 
involved in a meaningful way. 
Failure has provided an incentive, 
and some breathing space, to re- 
view the way the wro does busi- 
ness, as well as to assess the so- 
cial, economic and environ- 
mental impact of existing wro 
agreements on poor and vulnera- 
ble communities. 

The world trading system will 
never be the same again. There is 
now a chance to create a more 
democratic wro which, in line 
with reforms in its sister organisa- 
tions the World Bank and Inter- 
national Monetary Fund, incor- 
porates poverty reduction and 
sustainable development as ex- 


plicit guiding principles. 

Oxfam GB DAVID BRYER 
Save the 

Children MIKE AARONSON 
World Development 

Movement BARRY COATES 
Cafod JULIAN FILOCHOWSKI 


Christian Aid DALEEP MUKARJI 
ActionAid SALIL SHETTY 


Sirn—According to the un, devel- 
oping countries lose about $700 
billion a year as a direct result of 
protectionist measures which pe- 
nalise third-world exporters. This 
figure is 14 times higher than the 
total aid flow to developing coun- 
tries each year. 

Rich nations have set tariffs on 
imports from developing coun- 
tries at 30% higher than the global 
average. These discriminatory 
practices are especially common 
in the agricultural and textile sec- 
tors, which are the sources of in- 
came for many of the poorest 
people on earth. The effect is pre- 
dictable: in 1960 the poorest bil- 
lion people earned 2.3% of world 
income. Today, despite vastly in- 
creased global trade, they earn 
1.4%. So much for enabling poor 
people in developing countries to 
work their way out of poverty. 

A level playing field is a bare 


Jack of political will from some of 





minimum if the world’s poor are 
to have any chance of benefiting __ 
from increased global trade. 
Victoria, 
Canada 


BLAISE SALMON 


Sir—Thilo Bode of Greenpeace 
(Letters, December uth) asserts 
that greater prosperity does not 
lead to a better environment. 
Why, then, was Greenpeace not 
formed many years earlier? 

Manchester BRIAN BENSON 





WiWarning 


Sir—Your article about hidden 
messages concealed by computer 
programmers (“Messages from 
the Hall of Tortured Souls”, De- 
cember 18th) reminded me of the 
Revelation of $t John, also full of 
“Easter eggs” and no less difficult 
to crack, despite the attempt to 
translate in user-friendly lan- 
guage other-worldly visions of fu- 
ture events. 

However, I was struck with the 
same flash of clarity as St Paul on 
the road to Damascus as 1 sud- 
denly realised who, or what, the 
Antichrist is. The numeral six cor- 
responds to the Hebrew letter 
“Vav” or “Waw”, typically ren- 
dered as “w” in the Latin alpha- 
bet so that www=666, the Beast 
whose number is six hundred 
three score and six. 

The clincher is the following: 
“And he causeth all, both small 
and great, rich and poor, free and 
bond, to receive a mark in their 
right hand or in their foreheads; 
And that no man might buy or 
sell save he that had the mark, or 
the name of the beast, or the 
number of his name,” (Revela- 
tions: chapter 13, verses 16 and 17). 
The reference to a password to en- 
ter or purchase goods on the In- 
ternet could not be more striking, 
and the unstoppable trend to 
trade on the net is starkly stated. 

The web will transform our 
lives by knowing what each of us 
eats, drinks, reads and where we 
go on holiday, and many more of 
our secret wishes and recondite 
idiosyncracies, as we surrender 
control of our being to an uncon- 
trollable entity. The web is achiev- 
ing what Mephisto could not: 
control of our souls with us foot- 
ing the bill of this mundane dam- 
nation. In a matter of years we 
will see if there is any merit to this 
interpretation. This tortured soul 
cannot wait to find out. 

A. ALBERT 


THE ECONOMIST. JANUARY 22ND 2000 





World Vision 


World Vision th UK's leading relief and development agencies working overseas. A Christian organisation, we are part of the 
“International ision Partnership which is at work in almost 100 countries fighting against hunger, poverty and injustice. Our work involves 
emergency aid yonse to disasters and long term community development projects. 


International Programmes 
Director | 


The international Programmes Director provides strategic direction to the IP. Division of World Vision and enables it to contribute effectively tothe 
fulfilment of its corporate mission. This is a senior position reporting directly to the Chief Executive. 


We are seeking an experienced person to lead our team of programme, policy and advocacy professionals. You will have a thorough 
understanding of the international context of poverty and key issues in complex humanitarian emergencies. A warking knowledge of 
government donor agencies including the EU will be desirable, as is work experience in development programmes overseas. You will be a strategic 
thinker with strong management skills. This position is based in Milton Keynes, but the flexibility to travel. 25 ~ 50% of the time is essential. 

As a member of an energetic and visionary team you will play a vital part in leading the organisation forward. 


“ln response we offer a highly rewarding work environment with a remuneration package which reflects the responsibility of this job. 
“Candidates must be fully in sympathy with our Christian basis of faith. : 


If you think you are ready for this challenging position, please call Jenifer York, Director of Human Resources, 
on 01908 841005, today, for further information and an application pack, 


Previous applicants need not re-apply. ; O : 
AP 


World Vision, 599 Avebury Boulevard, Milton Keynes, MK9 3PG, Fax: 01908 841014, 
e-mail: recruit@worldvision.org.uk internet www.worldvision.org.uk 


Why analyse economic policy when you can influence it? 


ECONOMIC ADVISERS 


London £32,000 -£48,000 


Economics is central to the work of HM Treasury, and plays a pivotal role in helping to improve the performance of the national 
economy. As an Economic Adviser, you will be at the very heart of policy making and strategy and your influence upon issues of 
national and international importance cannot be underestimated. 


Our job here as Economic Advisers is to pull together the various strands of policy-making, providing Ministers with all the data 


; and expert analyses they need to make critical decisions. It is the sheer challenge, stimulus anid, consummate responsibility of this 
= aspect of our work which makes our job the ultimate role for people who want to make a difference in economic policy. 


HM Treasury Dealing with micro ~ or macro-economic issues, you will progress and develop. high provile projects relating directly to key 
governmental objectives - often liaising directly at ministerial level. Front-line analysis is the essence of these roles. 
in addition to a good Economics degree and preferably a Master's qualification, you will need at least three years’ professional 
economic analysis experience. You will need strong analytical abilities, and developed critical faculties And you will need 
superlative interpersonal, team working and communication skills together with an ability to identify and distil important issues 
rapidly and the flexibility to cope with competing demands. 
These appointments are offered on a three year fixed term basis with the possibility of extension or conversion to permanency, or 
transfer elsewhere in the Civil Service. 
For more details and an application form (to be returned by 18 February 2000), write to Capita RAS, innovation Court, 
New Street, Basingstoke, Hampshire RG21 7JB, or telephone 01325 745170 (24 hours) ar fax 01256 383786/3983787. 


Internet: http:/]www.rasnet.co.uk/ Please quote reference 84757. 
CAPITA RAS 
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EUROPEAN UNIVERSITY INSTITUTE 
for research and postgraduate training 
in the social sciences and humanities 


The European University institute (Florence) invites 
applications for the post of Director of its Robert 
Schuman Centre. The post becomes vacant in 
September 2001 on the departure of its founding 
Director, Professor Yves Mény. 


The mission of the Robert Schuman Centre is 
to contribute to policy relevant research on the 
main issues which contemporary European 
society must address and, in particular, issues 
bearing upon the construction of Europe. Its 
activities are based on the findings of basic 
research in the human and social sciences, in 
particular the disciplines represented at the 
Institute (Law, Economics, Social and Political 
Sciences, History). It promotes comparative and 
interdisciplinary approaches. 


The Director is responsible for leading activities 
of the Centre. He/She must be an outstanding 
academic in a discipline represented at 
the Institute and have a proven record in 
interdisciplinary research and experience 
in University administration or research 
management. He/She will be expected to further 
the development of the Centre as a European 
Centre for Advanced Studies in the Social 
Sciences. A practical knowledge of at least two 
main European languages is required. 


The Director of the Centre will be nominated to a 
Chair of the highest category (A3/A4) on a four-year 
contract renewable once. 


Moreover, any institution or qualified person wishing 





RNATIONAL 
NETARY FUND 


ing professional Arabic translators 
A contracts (with the potential for 
ssignments) at its headquarters in 
“(USA) as well as for freelance 


didates must have a demonstrated ability to 
te independently economic, financial, legal, 
and statistical material from English into Arabic, 
meeting high standards of quality within: tight 
production deadlines. They must have a university 


degree in translation and/or in an economics- 
related field, and have at least 5 years of relevant 
experience, preferably with international 
organizations. Candidates must be able to produce 
work using the Fund standard scftware applications 
(Microsoft Word, Excel), and be equipped to 
exchange translation material electronically. 


Pre-selected candidates will be required to take a 
written test. Interested candidates should send their 
resume in English, by February 5, 2000, preferably 
by fax or e-mail. Please send only one copy and 
make explicit reference to vacancy RDOO28B. 


INTERNATIONAL MONETARY FUND 
Recruitment Division, IS9-100 

700 19th Street, NW, Washington, DC 20431 
Fax. (202) 623-7333 

E-mail: recruit @imf.org 


Further details about the role and function of the IMF 
are provided on its website: httpv/Awww.imt.org. 


Arabic Translator 








UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 







UNRWA, the largest United Nations pragramme in the Middle East, provides education, 
health care, relief a 


nce and social services to 3.5 million registered Palestine refugees 
in jordan, Lebanon, Syrian Arab Republic, the West Bank, and the Gaza Strip, UNRWA 
is seeking to employ a well qualified and experienced 


Legal Officer (Contracts) (P3/P4) 


based at UNRWA Headquarters in Gaza. The incumbent proweles legal advice on matters 


























arising from contracts including claims and disputes, drafting and assisting in the 
Negouation af conditions af contract for the purchase and sale of gonds, the construction 
and maintenance of building, leases and other services, including the carriage of goods by 
land and sea; interpreting and drafting directives and instructions relating to contracting 
procedures, serving as Secretary to the Headquarters Contracts Committee; drafting, 
revising and interpreting administrative circulars on personnel matters, including staff 
regulations and rules; drafting, revising and interpreting donor financing and project 
managements with governmental and non-governmental organiz 
application of interna) financial and technical procedures coveri 
Agency's operations. 
Requirements: University degree in Law with specializiation in the law of contracts. 
Experience: Six to eight years experience. including experig the international level, 
na large govemmental, commercial or international organization. Languages: Excellent 
spokenAvritten English. Working knowledge of spoken and written French is desirable. 
Remuneration: UNRWA offers an attractive compensation package including gross annual 
salary starting at: P-3 level: $ 59,386 ($ 45,777. net tax free with dependants, $ 42,730 
single) P-4 level: $ 72,631 ($ 54,516 net tax free with dependants, $ 50,767 single) plus 
79.2% post adjustment multiplier) plus an attractive fringe benefits package (education 
grant, dependency allowance, home leave, pension fund, health insurance, 6 weeks 
annual leave), Initial contract: t year, renewable. Gaza is currently a nandamily duty 
dation, Spouse may elect to reside in or outside Gaza: children are required to reside 
eutside Gaza, Where the spouse elects to reside outside Gaza, an allowance for 
maintenance of a second household may be payable. 

i Applications can be faxed to +972-7-677-7694 or electronically forwarded to: 
onrwe-abr@unnwa.org. Resumes can also be seat to Head, Recruitment Section: 
UNRWA HO Gaza, via UNRWA, PO. Box 700, A-i400, Vienna, Austria. Please quote 
M22000, Only those applicants in whom the Agency aher interest will be 
. The deadline far receipt of applications is 15 February 2000. For more 
information, please refer to UNRWA website bttpaysww.unowa orgi. 


to suggest the name of a possible candidate is 
invited to write before 31 March 2000 to Dr. 
Patrick Masterson, President of the European 
University Institute (fax +39-055-4685.312; email: 
masterso@datacomm.iue.it; tel +39-055-4685.310). 


Prospective applicants should contact the 
Head of the Academic Service, Dr. Andreas 
Frijdal, in order to receive an application and 
information pack. Closing date for applications: 
31 March 2000 


Tel.: +39-055-4685.332 

Fax: +39-055-4685.444 

Email: applypro@datacomm.iue.it 

Internet: www.iue.it 

Address: European University Institute, Via dei 
Roccettini 9, |1-50016 San Domenico di 
Fiesole, Italy. 












ons; advising on the 
rg oll aspects of the 
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Department for 
International 
Development 


DFID 


` The Department for International Development 
(DFID) is seeking a senior development 
economist as its new Chief Economist and Head 
of Economics, Statistics and Enterprise 
Development Division. 


This is a unique opportunity to influence 
international strategies for eliminating global 
poverty. You will be closely involved in 
implementing the Government's White Paper on 
International Development which commits the 
UK to actions to help halve the proportion of 
the world’s population in extreme poverty by 
2015. Ideally, the Chief Economist will have a 
high profile in the international development 
community as a generator of new ideas and 


approaches. 
ng a key role in | 


w 


e 


cy development, you 


The Department for International Development (DFID) is 
the British government department responsible for 
promoting development and the reduction of poverty. 
DFID is committed to the internationally agreed target of 
halving the proportion of people living in extreme 
poverty by 2015. 

DFID works in partnership with governments, 


international and national non-governmental 
organisations, the private sector and institutions such as 
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CHIEF ECONOMIST 
TO £80,000 LONDON 


contribute to overall policy development and 
management of the organisation. 


QUALIFICATIONS AND EXPERIENCE 


ideally you will have an international reputation 
as a development economist; extensive 
experience in both Africa and Asia; experience _ 
of policy dialogue on economic issues at the 
national and international levels; at least 10 
years’ direct experience of development co- 
operation; and experience of interacting 
effectively with international UK and 
developing country institutions. You will also 
have proven management and leadership ability 
and excellent communication, negotiating and 
influencing skills. 


TERMS OF APPOINTMENT 


The post is based in central London but will 
nvolve travel overseas. This Home Civil Service _ 
ippointment is open to UK nationals only. It will’ 


be a permanent appointment subject to 


factory completion of a probationary 


ing date: Friday 25 February 2000. 


ack and application form from DFID’s 
y telephoning +44 181 466 4126 (24 hours) 
erence GFAC/E. 


the World Bank, UN agencies and the European 
Commission, Most of our assistance is concentrated on 
the poorest countries in Asia and sub-Saharan Africa, but 
we also work in middle income countries, and in Central 
and Eastern Europe. 


DFID is committed to a policy of Equal Opportunities 
and particularly e irages applications fram members 
of the ethnic minorities. 








Chief of Party, Azerbaijan 


The Chief of Party is the top management position for MCI in the 
Azerbaijan area with supervisory and managerial responsibility 
over all in-country personnel, programs and policies, The Chief of 
Party provides leadership in project administration through 
maximizing budget resources and personnel development, while 
remaining flexible in a continually changing environment. The 
Chief of Parry ensures that MCI programs are planned and 
executed with quality, accountability, and measurable impact. 


REQUIRES: Must have several years of experience in senior-level 
administration and management; must have proven skills in 
financial management; must be sensitive to and have experience in 
dealing, with people and issues of the developing world, must have 


commitment to the mission, philosophy and management style of 


Merey Corps International; must have proven ability to function as 
a team player among peers and i 
members; must have the ability and desire to grow individually 
and professionally; must have ability to set priorities and have 
proven organizational skills, must be able to work comfortabiy 
within the Azerbajan cultural environment; good negotiation and 


a skilled leader/manager of staff 


communication skills, 
resume to Mercy Corps International, 3030 SW Ist Ave., 
OR 97201, fax - 


Submit cover letter, salary history and 
Portland, 
503-796-6844, e-mail jobs@mercycorps.org 


Mickie Porcelli 
Human Resource Administrator 
Mercy Corps International 
3030 SW First Ave, 
Portland, OR 97201 
503/796-6810 
503/796-6844 - fax 
mporcelli@mercycorps.org, 





United Nations Development Programme 
in line with our policy of stimulating learning as well as evaluating results and 
ensuring accountability, we are expanding our roster of consultants to carry out country 
reviews. The country review is an independent review of all aspects of UNDP's 


operations in a country. it takes place once every three years, and a summary report is 
submitted to the UNDP Executive Board. 


We are looking for individuals who can offer the following qualifications and skills: 


© Strong academic background in the social sciences, managemant and/or other 
relevant disciplines at post-graduate or higher levels (MPA, MBA, MSc or PhO} 

e At least 10-15 years of experience in a managerial or advisory capacity with 
development programmes funded by the United Nations System and/or other 
multilateral or bilateral organisations, particularly in areas such as capacity 
building, governance and poverty eradication; 

© Cross-regional experience; 

+ A record of analytical work on development issues, especially the planning, 
management or evaluation of development assistance; 

# Ability to work and write proficiently in one or more of the following languages: 
English, Spanish, French, Russian and Arabic. 


Qualified female candidates are especially encouraged to apply. If your background 
and competencies match our requirements, please provide a detailed curriculum vitae 
including your qualifications, experience, language skills and contact information 
(telephone, fax and/or email), together with a sample of written work, to: Judith 
Puyat-Magniaye, Operations Analysis Associate, UNDP/Operations Support Group, 
Room 0C1-2168, 1 United Nations Plaza, New York, NY 10017, USA; 

tel: (212) 906-5085; fax: (212) 906-8960; email: jmagnaye@undp.org. 


@) 


UNITED NATIONS DEVELOPMENT PROGRAMME 


Dean, Faculty of Applied Science 
and Engineering, University of Toronto 


The University of Toronto invites nominations and 
| applications for the position of Dean of the Faculty of 
Applied Science and Engineering. 


“The Faculty is committed to ranking among the best 
Engineering Faculties in the world. It is divided into 
five departments (Chemical Engineering and Applied 
Chemistry, Civil Engineering, Electrical and Computer 
Engineering, Mechanical and Industrial Engineering. 
Metallurgy and Materials Science}, two Institutes 
(institute for Aerospace Studies, institute of Biomaterials 
and Biomedical Engineering), three Divisions (the eite 
undergraduate Engineering Science program, 
Environmental Engineering, and Mineral Engineering) 
and several Centres, The Faculty has 3400 undergraduate and 1000 
graduate students, including over 400 working towards doctoral degrees. 


Acknowledged as a key academic leader within the University, the Dean 
will be skilled at representing both the Faculty and the University to the 
community. Consistent with this role. and the Faculty‘s mission, the success- 
ful candidate should possess distinguished credentials as ar educator 
and researcher, demonstrated leadership abilities, and a strong interest 


in academic administration in order to foster excellence in education, 
research and service. Vision, initiative, and the drive te enhance the 
Faculty's national and international reputation will also distinguish the 
successful candidate. In addition, candidates should have proven skills 
in communication and consensus-ouilding with faculty, staff, students 
and alumni, and professional, community and government bodies. 


in partnership with the University and prominent industry leaders, the 
Faculty has launched an ambitious fund-raising campaign focused on the 
establishment of thirty endowed Chairs. The Dean should be prepared 
to continue building the Faculty through leadership in fund-raising. 


The appointment will be at an appropriate academic rank and at a salary 
ievel commensurate with experience. The Search Committee will begin 
its review of candidates’ documentation in early February, The preferred 
starting date is July 1, 2000. The University of Toronto is an employment 
equity employer. In order to discuss this challenging position further, 
please reply in strict confidence to: 


Janet Wright & Associates Inc. 
21 Bedford Road, Suite 100 


Toronto, Ontario MSR 239 Fax: (416) 923-8311 





Janet Wright & Associates Inc. 
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ECDPM Job Announcement 


“Programme Coordinator: o 
Capacity Building for Inte 


The European Centre, for Development Policy Management aims to 
capes international coop ration between Europe and countries in Africa, 
counties) If does this through 
of policy dialogue, and through 
ec exe) han : 


T-time staff of 25 and an increasing 
ntre seeks a creative manager for 


Maastricht bas Ce 

number of part-time consultant 

its capacity building programme 4 

cooperation and local development, capacity mobilisation for international 
| cooperation, and partnership development. 


She or he should have: 
= S years relevant experience in developing countries, preferably in Africa. 
os proven skills in the management of comparable programmes in ACP 

countries 
thorough acquaintance with institutional capacity building 
proven capacity to conduct policy research and to facilitate workshops 
proven experience in fund raising 
fluency in spoken French and English, and good writing skills in at least 
one of these 
a relevant university degree at the master's or doctorate level 
willingness to travel from a home base in Maastricht. 


The terms 

“The Centre offers a starting gross annual salary of Euro 30.000 and 
participation in health insurance, savings and pension plans; a contract for 
ane year, to be extended up to three years upon satisfactory performance. 


Information 

Please send applications by 15 February 2000 to Dr Louk de la Rive Box, 
Director ECDPM, OLV Plein 21, 6211 HE Maastricht, The Netherlands 
(Fax: + 34 43 3 502 902, or e -mail: Ib@aecdpm.org). For more information: 
www.oneworld org/ecdpm 


Associate Director European Power 


Cambridge Energy Research Associates is seeking ån 
Associate Director, European Power to be based in- 
CERA’! European head office in Paris and to report to the, 
Director of European Power. The candidate needs te have 
a proven track record in generating high-quality research 
and incisive industry. analysis. Fie or she must be able to 
undertake independent research, to lead project teams and 
communicate clearly in writing and orally. 

candidate will have an advanced degree in engi 
mathematics or economics and have a minimum of 
of power industry or equiv alent experience. Language ski Is 
and international experience are desirable. 


Please send CV and cover letter to. Micheline 
Manoncourt, Cambridge Energy Research 
Associates, 21 boulevard de la Madeleine 
75038 Paris Cedex O1 or e-mail to 
mmanoncourtl@cera.com 


Cambridge Energy Research Associates (CERA) as the: 
leading energy research and consulting firm providing 
insight into the energy future. CERA’s web-based services 
on all energy markets are delivered globally. 


Strategy Consultants, Telecom/internet, London 


We are recruiting additional experienced consultants for our strategy consulting practice: ridividual s with exceptional kia 
records in consulting for major-league telecom operators and manufacturers. 


Our strategy practice specialises in long-term advisory relationships with major client companies in telecoms, information 
~ technology and e-commerce. We work with senior decision-makers, who look to us to combine deep industry expertise with 


| ¿o creativity and strategic perspective. Typical engagements concern third-generation mebile: communications; alliances, and 


the transition of public networks to IP-based technology. We bring to such engagements. understanding of. markets, pricing, 


distribution, finance, technology and regulation. 


The successful candidates will join us at Associate level (or Principal level for exceptionall y quali ied candidates). We are = 


looking for: 


A first degree in a relevant analytically-oriented discipline such as Economics or Electrical Engineering 
An MBA froma top business school, or comparable postgraduate qualifications 
At least 4 years’ experience, including experience in telecom consulting with a major consulting firm 


Astrongly analytical approach 
Excellent written and oral communication skills 


Enthusiasm, and commitment to the highest professional standards 


Compensation is competitive with other leading consulting firms. 


Send your CV and a cover letter by mail, fax or email to: Carol Joy, Tyler & Company, The Cranewell, 2 Michael Road, 
London SW6 2AD; fax: 020 7 471 4001; email: cjoy@mtyler.com 


TYLER & COMPANY 


EXPERT STRATEGIC ASSISTANCE 
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ELECTORAL 
EXPERTS 





UNITED NATIONS DEVELOPMENT PROGRAMME 


UNDP is playing an increasingly important role worldwide in facilitating the 
implementation of technical assistance and observation missions in democratic 
election proces supported by the European Commission. More than 10 
operations in Asia, Africa and the Caribbean region have been managed over 
the two last years, providing job opportunities to a great number of election 
specialists. As the activity is expanding, UNDP Brussels is seeking qualified 
candidates to add to its roster to assist in the setting-up of electoral teams. 


Qualification and skills; 
Eligible candidates should have an advanced university degree and 
demonstrate at east 5 years of work experience in electoral processes. UNDP 
Brussels is searching for the following profiles for its roster: 
* Chief Technical Adviser and Adviser to National Electoral bodies 

Head of co-ordination of Observation missions and Assistant 

Chief Logistician and Assistant 

Chief Accountant and Finance Officer 

Voter and Civic Education Trainer, Civil Society Capacity-Building 

Expert, Post-Electoral Advisor, Media Monitoring Expert and Campaign 

Observer 


Knowledge of the UN system (and UNDP in particular) and/or the European 
Commission is desirable though not essential, Qualified women are strongly 
encouraged to apply, 

Selected candidates will be recruited by UNDP through Service contracts 
depending on mission opportunities, UNDP offers a competitive salary. 


A permanent roster of potential candidates is currently being updated. 
Interested persons should forward their resume to: UNDP Brussels Liaison 
Office, Rue Montoyer 14, B-1000 Brussels, Belgium, fax (+32 2) 5034729, or 
e-mail: pierandrei.undp@skynet.be. Acknowledgement will only be gent to 
_ applicants in whom UNDP has a further interest. 


The Inter-American Development Bank, _ 
the oldest and largest regional multilateral development institution 
in Latin America and the Caribbean, based iv Washington, DC is 
seeking a senior level: ; 


Regional Economic Advisor 


This position requires hands-on experience in high level economic policy 
formulation and will work with Mexico, Central America, Dominican. 
Republic and Haiti, 


PRINCIPAL FUNCTIONS: The successful candidate will perform advisory 
functions on all economic matters relating to country economic policies, 
strategies, planning and quality control of sector studies, economic analysis of 
projects and preparation of periodic reviews of the regions macroeconomie 
performance. Will include high-level economic policy dialogues with national 
authorities in the region. 


REQUIREMENTS: Education: The position requires a Ph, D, in Economics 
or equivalent traming in economics. Experience: Minimum of 15 years of 
substantive senior level experience in public or private sector organizations, of 
which at least 3 years should be in Latin America or the Caribbean. 
Languages: Proficiency in English and Spanish required. 


The Bank offers a competitive salary, comprehensive benefits plan and 
relocation package. Applications must be received by January 31, 2000, 
Send resume in duplicate with a cover letter and salary histary to: 


Inter-American Development Bank, Step £0507 
Attn: NA-REA-TE 
1300 New York Ave. NW, Washington, DC 20877-UGA 
Fax; (202) 623-3014 
E-Mail: JOBS@IADB.ORG 


For additional information on this and other positions of interest, please refer 
to our Vacancy Announcements at: http://www.iadb.org/dpa/jobpostt.htm 


As a reflection of its commitment to its borrowing member countries, the 
Bank may require staff to accept assignments in both country offices and 
headquarters. Only applications which best match the requirements of the 
position will be acknowledged. The IDB encourages gender equality in its 
hiring practices, 


Environmental and Social Issues- 
A Leadership Position 


The International Finance Corporation (IFC), a member 
of the World Bank Group, is the world’s largest provider 
of financing to the private sector in developing countries. 
It.acts as a catalyst in assisting the private sector to finance 
environmentally sustainable development. 


The IFC is seeking a leader, manager and mentor for a group 
of top quality, highly motivated, environmental/social 
development specialists who work with the private sector in 
developing countries. This is a very demanding and exciting 
position requiring: 

e Thorough understanding of environmental and social 
dimensions of development and the ability to think about 
these issues strategically in a rapidly changing world 

* Proven ability to communicate ideas effectively to all 
levels of the organization as well as externally to clients 
and civil society 

* Top quality inter-personal skills and proven capabilities 
in negotiation and conflict resolution 

* Proven private sector management skills 

* Proven skills in managing teams of highly qualified 
professionals 


* Extensive experience (15+ years) in dealing with 
environmental and community development issues 
related to private sector projects, preferably in 
developing countries 

* Fluency in English, able to produce concise written and 
oral reports 

* Proficiency in other languages desirable 

IFC offers a competitive compensation and benefits package, 

including relocation expenses upon appointment and for 

expatriates. Interested candidates should send a detailed 
resume via E-mail only, in English, by 2/29/2006, to: 

Recruitment@ifc.org 


No phone calls, paper mail or faxes please. All applications 
will be treated in strictest confidence. 


Please visit www.ifc.org for more information. 


R International Finance 
Corporation 
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“UZBEKISTAN 


The Government of the Republic of Uzbekistan (GOU) has received a loan from the International Bank for Reconstruction and Development : 
towards the cost of the Financial Institution Building Project, and intends to apply a part of this loan to eligible payments for procurement of 
consultant services. 


development of am éconamy, the privatization of banks and the process of restructuring poorly performing borrowers. This assignment will 
“cover the privatization of Banks. 


“The Adviser will assist the Ministry of Finance in establishing (an) agency (ies) to implement the above reforms. The objectives of the agency (les). 
will be ‘to identify potential state-owned banks to be privatized and develop the necessary programs to. assist in attracting foreign strategic 
investors, to retain investment bankis) to implement the privatization program and to handle restructuring of the banks’ non-performing assets, 

he agencies and assignment will be located in Tashkent. ‘ 


(| The Ministry of Finance of the Republic of Uzbekistan now invites expressions of interest from qualified individuals in order. to select an individual 
= | contractor in accordance with the World Barik’s Guidelines: Selection and Employment of Consultants by World Bank Borrowers, January 1997, 
| revised January 1999, : ele ; 


The bank privatisation adviser will be responsible for assisting the Government in identifying the best potential candidates for pr 
“making recommendations on the processes connected to privatizing financial institutions. A hands-on approach to the assignme 

oD essential: The appointed candidate will be the liaison for the Ministry of Finance, the Central Bank and any other agencies involved 
- He/she will report to the Ministry of Finance. bag ae a 


Contract Arrangements: The Ministry of Finance will be responsible for providing working facilities for the adviser and will assist the adviser in all. 
practical arrangernents connected to establishing residency in Tashkent. 
Duration: the adviser will be appointed for a period of 24 months, with the possibility of an extension of the contract. 


Qualifications: 


* . Strong banking sector background; 

* Demonstrated experience in valuation and the privatization of banks in Eastern Europe and the CIS countries; 
© Diplomatic and negotiation skills in dealing with Government officials and potential buyers in the process.of bank, privatization programs; 
ow Fluency and excellent command of the English language, Russian desirable; and 

+ “Excellent planning, organizational, reporting, interpersonal and team skills. 


Interested individuals who wish to be included in the short list of qualified individual consultants and those requiring additional information 
should contact the address below, preferably by electronic mail, within 30 days from the publication date of this advertisement: 


Ministry of Finance, Republic of Uzbekistan, Attn. Mr Odil Djurayev; Room 1614, 5, 
Mustakilliq Square, Tashkent 700098, Uzbekistan 
Telephone: (998-71) 139 14 38, Fax: (998-71) 133 63 49, Email: odjurayev@yahoo.com or fibl@online.ru. 


Fhe 
Economist 
Compensation as a lever to develop performance i 


international Compensation and Benefits Manager 
Central London c.£75K + benefits 


The Economist Group has a strong product portfolio which includes The Economist, its leading, world-renowned 
brand, and other publications, conferences, and the Economist Intelligence Unit. Itis a truly international 
business, with 1,400 staff operating in Europe, the USA and Asia. Its track record in terms of sales and profit 
growth is excellent. 


KEY RESULT AREAS CANDIDATE PROFILE 


@ Develop a dynamic compensation and incentive @ Graduate with a demonstrable track record of success 


strategy ensuring that compensation is used as a gained in major, blue-chip international organisations 
critical strategic lever to enhance performance. in the fields of executive pay, incentive arrangements, 
performance management and pensions. Some US 
exposure would be highly advantageous. 
@ An enthusiast with a business-focused style and 
excellent project management skills, the ability to 

W Introduce an HR information system and motivate through personal example and get things 

associated products ta provide comprehensive done with persistence and diplomacy. 

management information and inform management M@ A right first time’ attitude, numeracy and well 
-decisions relating to staff movements developed analytical skills. A track recordin using 

< and development. and developing major HR systems is essential, 


@ Implement innovative and ‘market breaking’ 
compensation and benefits propositions appropriate 
to new businesses to attract and retain key performers. 


ot your career and achievements reflect the requirements of this role, please send your cv and a covering letter, 
outlining your current salary details'‘and quoting ref. 946/AR, to Eva Gasper, Strategic Dimensions, 50 Regent Street, 


RES CING i eae : 
ESOURCING London WIR 6LP. Tel: 020-7470 7106. Fax: 020-7470 7107, Email: eva@strategic-dimensions.co.uk 
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Selected confirmed speakers: 


FEATURED KEYNOTE 
Mr Eisuke Sakakibara (“Mr Yen”) 


Former Vice Minister of Finance for International Affairs, Japan 
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A tale of two debtors 


66™PHERE is no practice more dangerous 

than that of borrowing money”, ad- 
vised George Washington. The great man 
couldn't tell a lie, yet while his saying is true, if 
it were taken too literally capitalism would 
grind to a halt. For the Japanese government 
to borrow money, pots of it, to try to revive 
the world’s second largest economy has 
surely made sense. Indeed it would have been 
dangerous not to have done so. And in Ameri- 
ca, the world’s biggest economy, the returns to 
productive investment have been jumping 
higher in recent years as all the advantages 
brought, and change wrought, by the Internet 
have come into play. At such a moment, it has 
surely made sense for America’s new private caped crusaders 
to borrow money, pots of it, to invest in search of profit. Only 
the truly foolish would fail to do so. 

Well, yes, but there is a limit. For debt, though eminently 
useful at times, is also a brutal taskmaster. Share values may 
rise and fall, but when the music stops you are left still hold- 
ing your debts. All the crises in recent years have involved 
countries in which debts were run up to excessive levels 
which then, when circumstances suddenly changed, caused 
acute pain. The most recent crises were in the emerging mar- 
kets. Now, however, two rather larger countries look vulnera- 
ble: Japan and America (see pages 22-24). 

The Japanese government will by the end of this year 
have the biggest debt (as a percentage of cpr) that has ever 
been owed by any developed economy during peacetime. 
Many see this as further evidence of the sickness of Japan’s 
economy and the incompetence of its bureaucrats. There is 
some truth to that, and it will be hard to carry on borrowing 
more and more. Contrast this with America, where the gov- 
ernment boasts a budget surplus and is repaying its debt. Yet 
America’s public prudence has gone hand-in-hand with priv- 
ate profligacy. American households and firms have plunged 
deeply into debt. If this private-sector borrowing were entire- 
ly, or even mostly, explicable by the surge in productivity and 
profitability deriving from the Internet revolution, it might 
well be right to be sanguine. But it isn’t. 

A large slice of the debt has been used by households to 
pay for a spending spree and by firms for buying back their 
shares. Normally, high and rising share prices would be a sig- 
nal to issue more equity and to retire debt. Instead, American 
firms have used debt to bolster those share prices and, in ef- 
fect, to finance huge share option pay-outs to their managers. 
Moreover, margin debt (borrowing by investors to buy 
shares) has also increased by an astounding 25% in the past 
two months alone. 

America’s budget surplus does offer some protection 
against a recession, and it has helped to maintain the coun- 
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try’s savings at a time when people and firms 
have been borrowing more. But that was also 
true of Japan in the late 1980s, when its bud- 
get surplus was even bigger than America’s is 
today. Sound fiscal policy is no guarantee that 
the private sector will borrow wisely and so 
avoid a boom and bust. Moreover, the sav- 
ings deriving from America’s budget surplus 
are being swamped by the private-sector’s net 
borrowing. As a result, the current-account 
deficit is running at record levels. 

In the end, whether you think this is a 
problem comes down to whether you think 
American shares are over-valued or not. For 
rising share prices have helped encourage all 
this borrowing, and as long as they stay high the debts will 
not be a problem, for there will be assets available to back all 
those nasty liabilities. However if, like this newspaper, your 
sums tell you that shares are over-valued even on the most 
bullish interpretation of America’s remarkable economic per- 
formance and its future productivity prospects, then you 
should be worried—seriously so. 


Condemned to repeat the past? 


Private-sector debt is unlikely, in and of itself, to bringon a ca- 
lamity. Its significance is that it makes it now very unlikely 
that, if or when a downturn comes, it will be a soft or painless 
one. In other words, even Alan Greenspan at the Federal Re- 
serve, recently reappointed for his fourth term of office, will 
be unable to cushion the economy’s descent. 

The Fed is widely expected to raise interest rates at its poli- 
cy meeting on February 1st-2nd, followed by one or two more 
increases later in the year. The Fed has taken a very gradual 
approach to raising interest rates, partly in the hope that ris- 
ing bond yields would do some of the work for it in slowing 
the economy down. Given the dizzy height of share prices 
and the heavy debt burden, optimists—and America is full of 
them—believe this approach is wise, to avoid a hard landing. 

Yet three interest-rate rises last year, along with higher 
bond yields, have so far failed to dampen growth. Retail sales 
grew by no less than 10% in the year to December. In an econ- 
omy that is being fuelled by big gains in stockmarket wealth, 
small interest-rate rises may not be enough to cool demand. 
While share prices remain strong, companies and households 
will continue to borrow. 

Indeed, the further the borrowing runs ahead of the prof- 
itable opportunities that are available, the worse will be the fi- 
nal reckoning. That is why it would be better for the economy 
if the Fed were to pre-empt such further excessive borrowing 
by pushing up interest rates more boldly, and by more than 
the quarter-point expected in February. 

What if such action does push the economy into reces- 
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sion? Must that be a desperately gloomy prospect? Not neces- 
sarily. The truth about virtually all long, severe recessions is that 
they are caused by bad policy reactions to the initial crisis. That 
wassoin Japan in the 1990s, an experience from which America 
would do well to learn. Thus, if lots of loans do turn sour, it will 
be vital to act more promptly than Japan did to clean up the 
banking sector,and to use the budget surplus more efficiently to 
bolster output. 

Actions in Japan, too, could help. Most of all, while the Fed 
tightens Japan now needs to shift the mix of its policy towards 
looser money, to lift some of the burden off fiscal policy and to 
make the economy more resilient in case of a new external 





Kohl's shame 


No politician is immune to the arrogance of power 


T IS an old tale, as old as the conduct of human affairs, 

which was summed up pretty definitively by Lord Acton 
well over a century ago: power tends to corrupt, and absolute 
power corrupts absolutely. Helmut Kohl led his country as 
chancellor for 16 years, and his party as chairman for 25. Now 
he is in disgrace. The hero of modern Germany, who in the 
confusion of communism’s collapse seized the moment and 
unified his country, has been rebuked by his colleagues for 
keeping secret party accounts and refusing to name the con- 
tributors to them. This week he resigned his honorary chair- 
manship of the Christian Democratic Union (cpu). His repu- 
tation is in tatters, his party in shock (see page 51). 

Mr Kohl's achievements still stand, of course, and his rep- 
utation may yet recover somewhat. But the revelations of the 
past month or so have permanently diminished the former 
chancellor, if only because he is now seen to have been as fal- 
lible as many another politician. Germany had been notable 
for escaping the scandals—many of them involving party fin- 
ance—that in the 1990s destroyed the careers and tarnished 
the good names of so many politicians in France, Spain, Brit- 
ain and, most dramatically, Italy. The giant of Germany, the 
colossus who bestrode both east and west, now finds himself 
in the company of Europe’s shrunken has-beens. 

His crimes, if that is what they are eventually judged to be, 
may seem relatively minor. Whatever the talk of kickbacks, 
and the German press’s allusions to Don Kohleone, Mr Kohl 
is not thought to have taken money for himself, merely for his 
party. And everyone knows, it may be argued, that demo- 
cracy needs parties, parties need money and whatever rules 
are devised to regulate their finances are inevitably broken or 
at least circumvented: just look at America. Yet this is pre- 
cisely the wrong conclusion to draw from the prevalence of 
campaign-finance scandals. Breaking the laws on party fi- 
nancing strikes at the heart of democracy. People give money 
to political parties to promote their ideals or their interests. If 
the ends are respectable, the contribution is made openly and 
legally. If they are not, the contribution is made secretly and 
dishonestly. Mr Kohl's apparent readiness to break the Ger- 
man law that forbids the keeping of secret party accounts 
showed a straightforward contempt for democracy, as well as 
for the traditional maxims of justice. 
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shock. Interest rates cannot go any lower, but the Bank of Japan 
can still boost monetary growth, and hence nominal Gor 
growth and inflation, by “monetising” government debt (ie, 
buying government bonds) or by unsterilised foreign-exchange 
intervention. 

Would an American slump bring the new economy to an 
end? There is no reason for it to, as the technological and cor- 
porate changes that it is bringing are real, and for the long term. 
But every such economic revolution in the past has brought 
with it plenty of ups and downs. Today’s levels of American 
debt make it unlikely that the Internet revolution is going to 
prove an exception. 








Still, it is his subsequent refusal, even now, to apologise for 
his behaviour, or indeed to acknowledge that his obligations 
to Germans at large outweigh his obligations to his anony- 
mous donors, that shows the true extent of Mr Kohl's cor- 
ruption. This is not necessarily criminal corruption. It is, to use 
a different term, arrogance, or the corruption of character pro- 
duced by power, and its feature is that it affects not just cau- 
dillos in uniform and the numberless authoritarians who 
strut the political stage, even in democracies, but also suppos- 
edly simple politicians—the kind who prefer capacious cardi- 
gans to designer suits, and who like to eat nothing fancier 
than the fare of ordinary people (Saumagen, stuffed pig's 
stomach, for Mr Kohl). In other words, no one is immune. 


Collapse of stout party 


Those most immediately affected are Mr Kohl’s friends and 
protégés at the head of the cpu. Many of them are tainted, in- 
cluding the current leader, Wolfgang Schauble. Moreover, Mr 
Kohl's steely grip on the party was such that no obvious suc- 
cessor to Mr Schäuble is in sight, certainly not one who could 
quickly rebuild the cpu as a Volkspartei, the sort of moderate, 
centrist outfit that Gerhard Schröder, the incumbent chan- 
cellor, is trying to fashion out of his Social Democratic Party. 
The cpu will probably have to turn to a younger unknown, 
perhaps after a period under an untarnished figure such as 
Kurt Biedenkopf, the successful premier of Saxony, who was 
banished by Mr Kohl for daring to oppose him. Meanwhile, 
the cou is struggling to win the state election due next month 
in Schleswig-Holstein, which had been thought unloseable. 
Not surprisingly, the Social Democrats are chuckling. The 
cpu’s partners in the Christian Social Union may also be qui- 
etly pleased. Their leader, Edmund Stoiber, the premier of 
Bavaria, has ambitions to be chancellor himself, and his more 
nationalist, less compassionate brand of conservatism goes 
down well throughout Germany these days. Yet Mr Kohl's 
downfall has lessons for the Social Christians too: they have 
ruled Bavaria without interruption for as long as anyone can 
remember, which may be too long. For them, for Germany 
and indeed for democrats everywhere, Mr Kohl’s downfall is 
a reminder that an alternation of power is a good in itself. 
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Send Elian home 


His case is obvious. So too is the idiocy of American attitudes to Cuba 


LIAN GONZALEZ has a puppy now, and a new bike. He 

has been to Universal Studios, and the food on the table at 
his sixth birthday party was more than his Cuban relations 
would see in a week. It will be hard for him to leave all this 
and go back to Cardenas. But that is where he should be. 

Since Elian first appeared off the Florida coast in Novem- 
ber, clinging to an inner tube with his companions and his 
mother long-since drowned, his story has grown more and 
more bizarre. His Miami relatives took him in, as was only 
right and kind. They then decided he should stay with them, 
in defiance of his father’s wish that he should go back to 
Cuba. This was neither kind, nor right, nor legal. Federal law 
dictates that, unless they are unfit, biological parents have 
custody of their children. Elian’s father, though he was di- 
vorced from Elian’s mother, was a caring parent. The Immi- 
gration and Naturalisation Service, with Bill Clinton’s firm 
agreement, therefore ruled that Elian should go home. 

His Miami relations and their supporters decided other- 
wise. They obtained a ruling in a state court that Elian should 
stay, because he would suffer “harm” if he went back to 
Cuba. Janet Reno, the attorney-general, said the ruling had no 
force, but she has now nevertheless delayed the boy’s return 
until March at the earliest. Meanwhile, alas, Congress has got 
in on the act. One wild right-winger wants to make Elian’s fa- 
ther appear before Congress. (Since Fidel Castro, Cuba’s 
leader, will not let him come, this will prove how nasty Cuba 
is.) Five others, three of them from Miami, plan to make Elian 
an American citizen by congressional fiat as soon as Congress 
returns on January 24th. Meanwhile, Cuba itself is seething 
with indignation. “Spontaneous” demonstrations have been 
organised in the streets, and on January 16th the Cuban for- 
eign minister started a ten-day tour of Europe to whip up in- 
ternational feeling on Elian’s behalf. 

Amid all the stupid posturing, two points are clear. First, 
that American law (and most law everywhere) is on Elian’s fa- 
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ther’s side. His son has been kidnapped; but he belongs with 
him, and decisions about asylum are for his father alone to 
make. It is true that Cuba is not the nicest country. Free 
speech is suppressed, the government cripples the economy 
with a fossilised communist ideology fiercer even than Chi- 
na’s, and life is hard. But Cuban children are strikingly well 
schooled and well cared for, despite the privations of their 


parents. In any case, the right place for a six-year-old is with _ 


his father, be the country communist, capitalist or Martian. 


The force of kindness 


The second point is that to victimise Cuba is self-defeating. 
Everything the Miami exiles do to hurt Cuba plays right into 
Mr Castro’s hands. Although he himself is the main oppressor 
of his people, every vicious act in Miami allows him to point 
to America as the enemy. America’s 40-year trade embargo 
with Cuba, far from dislodging Mr Castro, has helped to con- 
solidate his power when little else could have done: And it 
has caused great hardship to ordinary Cubans into the bar- 
gain. Now the case of Elian is showing once again how deaf to 
reason the exiles are. 

America’s Justice Department and the government of 
Cuba are not often on the same side. The conjunction may 
not last long. But behind the scenes in the United States there 
are many in favour of more amicable relations. America’s big 
corporations, especially its food processors, would love the 
embargo to end. More than half of all Americans would like 
the two countries to have proper diplomatic contact. A youn- 
ger and less bigoted generation in Miami has begun to un- 
derstand how, by sending dollars and American clothes to 
Cuba, they can loosen the straitjacket of Mr Castro’s econ- 
omic policies. Now the elementary human justice of return- 
ing a boy to his father could show the United States without 
its demon face. Where years of hatred have failed, kindness 
and decency are surely worth trying. 


—_s 





Vengeance is Mahathir's 


Another crackdown on the opposition in Malaysia 


HEN he began his fifth term as prime minister less 

than two months ago, Mahathir Mohamad accused 
those Malays who had deserted his ruling coalition in the re- 
cent election of being an ungrateful lot that had fallen for the 
“lies, bribes and empty promises” of the opposition parties. 
Now it is payback time. Four opposition leaders, along with 
the hapless printer of an opposition newspaper, have been 
arrested and charged either with sedition or with breaching 
Malaysia’s secrecy laws. Dr Mahathir has just gone on holi- 
day. But he has shown nonetheless that, although he is Asia’s 
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longest-serving elected leader, he cares little for democracy 
beyond the elections it demands. 

That is a shame for such a promising country. During his 
18 years as prime minister, Dr Mahathir has helped Malaysia 
grow to enjoy some of the highest living standards in South- 
East Asia. Along with prosperity has come peace: ne more of 
the bloody race riots that 30 years ago tore the Malay, Chinese 
and Indian communities apart. Malaysia’s leader has also 
been a strident spokesman for developing countries_although 
more recently rhetoric has turned to rant as he has attacked 


19 


wernt 


Ain 


tei 






LEADERS 
the West for its supposed complicity in setting off the region’s 
economic crisis two years ago. But Malaysia has recovered 
rapidly without taking any of the imr’s nasty medicine—and 
so far this year the stockmarket is booming, 

Malaysians are grateful for these achievements. But in- 
creasingly they ask why the successes have to come at the ex- 
pense of other freedoms. Crucially, it is the Malays, who form 
55% of the population and who provide the core of Dr Ma- 
hathir’s support, who are becoming fed up with their leader's 
autocratic ways. In the election in November, more Malays 
than ever voted for opposition parties, including the Islamist 
party, pas. It now controls two states and has become the 
main opposition in parliament. Voting against Dr Mahathir 
was a protest: at having freedom of speech curtailed, not least 
by a sycophantic press, and at the government's abuse of the 

institutions of state, such as the police and the courts. All 
these shortcomings had been highlighted by the arrest, beat- 
ing up in custody and subsequent jailing of Anwar Ibrahim, 
Dr Mahathir’s former deputy. 
Malaysians should be just as outraged at the latest arrests. 
Two of those who have appeared in court are officials from 
-© the political party formed by Mr Anwar’s wife. Another is 
-Karpal Singh, both an opposition leader and Mr Anwar’s 
main defence lawyer. His supposed offence seems to relate to 
remarks he made in court as counsel for Mr Anwar, who now 
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laws, the paper is supposed to be sold 
only to party members. But Harakah is outspoken and its cire 
culation has soared as Malaysians have turned to it, and to __ 
the Internet, in their search for independent sources of news _ 
about what is going on in their own country. oO 
The use of the Sedition Act is as contemptible as it was 
when it was used to quell dissent during the British colonial 
era. It is a legal relic that is so wide-ranging that it can be used 
against almost anyone who raises his voice—even if it is to 
say the sort of things the opposition would be expected to say 
in any proper democracy. 


Divide and rule 


But then Malaysia is not a proper democracy. It is also looking 
increasingly out of step with the more open societies emerging 
in neighbouring Indonesia, Thailand and the Philippines. 
This worries some members of Dr Mahathir’s party, the Un- 
ited Malays National Organisation (UMNO), which has ruled 
since independence in 1957. Those in umno hoping for 
change now fear it may come only when Dr Mahathir goes, 
and perhaps then only after a revolt. The prime minister 
seems so determined to quell dissent that he has persuaded 
UMNO’s top council to let him and his new deputy prime 
minister, Abdullah Badawi, stand unopposed for the party’s 
senior posts in its elections in May. Even some senior mem- 
bers of umno are disturbed by that (see page 28). By failing to 
allow his own party members the democratic right to pick 
their leaders, Dr Mahathir risks dividing Malays still further. 





_. The EU’s policy needs reform. But not in the way the 
European Commission is proposing 





) UREAUCRATS, not least those in Brussels, tend to guard 
; their powers jealously. So it is surprising—nay, astonish- 

ing—that the European Commission is proposing to hand 
back some of its antitrust powers to national governments. 


> Sucha willingness to devolve power is most refreshing. Per- 


haps the commission, so often a byword for meddling, bun- 
gling and even corruption, is starting to put its house in order 
following the forced resignation of the previous lot of com- 
missioners last year (see page 55). It may finally even be con- 
verted to “subsidiarity”, the ugly name for the doctrine that 
decisions are to be taken at European level only when they 
cannot be better taken at lower levels. Unfortunately, in this 
case it is a mistake to devolve power. Competition policy, 
without which Europe’s single market cannot function effec- 
tively, is one of those rare areas that is usually best dealt with 
in Brussels rather than Paris or London. 

Even Eurosceptics concede that the eu’s handling of com- 
petition policy has been an unexpected success. When, in 
1992, border barriers within the European Union were torn 
-down to form a single market, there were fears that compa- 
_ Mies would soon find new ways of stifling competition. After 
_all, cosy corporatism is more in keeping with the traditional 


-European way than is the vigorous promotion of consumer 
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welfare. Yet Karel Van Miert, a Belgian socialist who was until 
last year the EU's competition commissioner, was not afraid 
to go after national monopolists or restrictive practices. Long- 
suffering consumers could scarcely stifle their cheers when, 
for instance, he slapped a record fine on Volkswagen, Ger- 
many’s biggest car maker, for breaching single-market rules. 


Do the right thing 


Yet for all its merits, EU antitrust policy is not without its 
faults. It is still too lenient towards big business. It is not tough 
enough on illegal government subsidies. It relies too little on 
economic analysis and too much on arbitrary rules enforced 
with plenty of discretion and little transparency. And it is far 
too regulatory and bureaucratic. Trustbusters spend most of 
their time processing paperwork about deals between min- 
nows rather than chasing big fish. 

Reform, then, is clearly needed. But the changes that Ma- 
rio Monti, the new EU competition supremo, is proposing, 
and that the European parliament approved this week (see 
page 72), will do more harm than good. On the plus side, 
firms will no longer have to notify all their commercial agree- 
ments to the commission, cutting down on unnecessary red 
tape. But on the minus side, Mr Monti wants to farm out most 
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__ of the enforcement of rules against restrictive practices, such 
-as price-fixing, to national watchdogs and courts. The aim is 
to allow the commission, which has only 150 trustbusters, 
compared with a total of 1,200 in EU member states, to con- 
centrate on the most serious breaches of competition law. 
~ That is laudable. But there are big drawbacks to having na- 
tional authorities taking on a bigger role. Some countries, such 
-ag France, have a bad record of turning blind eyes to anti- 
_ “competitive behaviour by national champions. Others, such 
-as Britain, have often allowed politics an undue sway over 
_ policy. More generally, businessmen have good grounds to 
fear that the oy. and alee of a “one- ne uy will 





















be replaced by a morass of duplicate hearings and conflicting 
rulings. A better solution to the comimission’s overload is to 
streamline its procedures, as well as to give it more resource 
if necessary at the expense of national watchdogs. 

But there is a bigger point. Though Mr Monti, a former 
economics professor, hints that EU antitrust policy will be 
more based on economic criteria, rightly further limiting the 
scope for political meddling, his proposed reforms fai! to deal 
with its biggest flaw. Currently, it is inconceivable that a Euro- 
pean Microsoft would be investigated as openly and as rigor- 
ously as Bill Gates’s firm has been in America, let alone that 
its break-up would be considered. This needs to change. 
















Elect the Lords 


reform of Britain’s House of Lords 


HEN he was just a commoner, John (now Lord) Wake- 
ham earned a reputation as a consummate political op- 
7 erator, Margaret Thatcher’s worldly-wise man of business, 
parliamentary and otherwise, who could be depended upon 
to deliver the result she wanted. This week he performed the 
same service for a Labour prime minister. Less than a year 
after being put in charge of a royal commission on reform of 
Britain’s upper house, Lord Wakeham has produced a report 
so unthreatening to the all-powerful lower one that he thinks 
there may actually be a chance of Tony Blair implementing it. 
The result is a reform that is too cautious to make much im- 
pression on Britain’s unbalanced constitution, and which Mr 
Blair may decide not to bother with anyway. 

The House of Lords has been in a state of suspended re- 
form for almost a century, ever since the unelected Tory land- 
owners who dominated it were foolish enough to reject Lloyd 

‘George’s “people’s budget”. The Parliament Act of 191, and 
‘subsequent laws, thereupon pared down its powers, which 
‘now consist mainly of the power to delay legislation (except 
“money bills”) for up to a year. The 1911 act also promised an 
upper house “constituted on a popular instead of a heredi- 
tary basis”. But apart from the later addition of government- 
“appointed “life peers” to the hereditary house, this promise 
went unfulfilled. The hereditaries sat prettily in the Lords un- 
til last November, when Mr Blair kicked out all but 92 of 
them. This rump will have to go too when—or if—the gov- 
ernment moves to the second stage of its reforms by at last 
creating an upper house on a “popular basis”. Lord Wake- 
ham’s biggest job was to suggest what that basis should be. 


No voting, please, we’re still British 


He has muffed it. He says that the upper house’s existing 
powers are more or less appropriate. There is an argument for 
this: by limiting those powers to amendment and delay, Brit- 
ain has avoided the gridlock that afflicts countries with two 
more equal chambers. But Lord Wakeham has got the compo- 
sition of his reformed chamber wrong. Although the commis- 
sion suggests that a fraction (it is divided on how small) 
should be regional members, elected or selected by some 
-form of proportional representation, most are to be appoin- 
__ tees, selected for their greatness and goodness by a committee 
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What a pity that Lord Wakeham has been too timid to propose a proper 































of the great and good. The commission explicitly rejects the | 
idea of mere voters choosing most Lords. ; 

Why? Opponents of an elected upper house put up two 
sorts of argument. A pragmatic one says there is simply no 
point in proposing such a body because, for fear of un- 
dermining its own status, the Commons will never vote on 
into being. An intellectual argument says that it would be a 
bad thing anyway, because the present concentration of po 
er (and therefore accountability) in a single elected chamber is 
an acknowledged strength of Britain's governing arrange- 
ments. If an upper house were controlled by the same pat 
as the lower one, it would merely echo the lower one’s wishe 
so imposing no check or balance. If it were controlled by a 
different party it would seek confrontation. 

The intellectual argument is bogus. It is not beyond the wit » 
of reformers, through staggered elections and longer terms of 
office, to produce an elected Lords with a different complex- 
ion from the Commons. Nor is there danger of gridlock if the _ 
powers of the upper house are to remain closely circum- 
scribed. On the other hand, an elected upper house would at: 
last enjoy the democratic legitimacy it needs in order to make: 
full use of those powers. Britain’s constitution, with no ade- 
quate separation of powers, sorely needs some such safe- 
guard against what James Madison called the “sudden and _ 
violent passions” that governments unchecked by an upper 
chamber are sometimes prey to. 

Lord Wakeham argues that even a largely appointed up-__ 
per house could acquire the authority and independence 
needs in order to provide a stronger check on the Commons, 
That is improbable. Its members might be made to feel ind 
pendent. But where authority is concerned, the Commons 
would rightly insist in any conflict that its democratic man- 
date overrules an appointed house, no matter how virtuous 
or “representative”. Lord Wakeham, knowing this, has pre- 
sumably succumbed to the pragmatic argument that Mr Blair 
would never accept an elected upper house because of the 
way it would curb his own power. He must surely be under- 
estimating the radicalism of a prime minister who boasts 
ready of presiding over “the biggest programme of change to 
democracy ever proposed”. Mustn’t he? i 














DEBT IN JAPAN AND AMERICA 





Into the whirlwind 


The world’s two biggest economies are caught in a spiral of borrowing 


HE experience of the past decade offers a 

good tip for predicting the next econ- 
omic trouble-spot: “follow the debt”. Exces- 
sive borrowing by firms, households or gov- 
ernments lay behind the economic crises in 
Mexico, East Asia, Russia and Brazil. Who 
will be next? Some emerging economies, 
such as China, still give cause for concern. 
But the disconcerting truth is that the next 
debt crisis is more likely to occur not in the 
developing world, but in one of the world’s 
two biggest economies. Private borrowers in 
the United States have been on a five-year 
spree which increases the future risk of a 
hard economic landing, while in Japan, gov- 
ernment debt is in danger of spiralling out of 
control, which could prove to be a potent 
drag on efforts to get the sluggish Japanese 
economy humming again. 

Admittedly, American and Japanese 
debts, unlike those of emerging debtors, are 
almostall in their own currencies, so they are 
unlikely to suffer crises as severe as in East 
Asia. Nevertheless, in both countries the 
build-up of debt now looks unsustainable. 

Consider Japan first. The country has 
been struggling for almost a decade with a 
nasty economic hangover brought on by ex- 
cessive private-sector borrowing in the 1980s. 
The economy is now beginning to pick up, 
but only because the government has re- 
peatedly tried to restart growth by spending, 
and borrowing, on a massive scale. The strat- 
egy has been correct, given deflation and a 
long (albeit shallow) recession—though it 
ought recently to have been accompanied 
by aggressive monetary expansion. But the 
cost has been high. Many fear that Japan is 
heading for a public-sector debt crisis. 

As a result of countless stimulus pack- 
ages, Japan’s general government deficit has 
widened to more than 8% of Gpr. Japan’s 
gross public debt has become gross indeed, 
amounting to 128% of cpr at the end of last 
year, according to the imr, up from 69% in 
1990. This makes the Japanese government 
the biggest borrower in the rich world, with 
an even higher public-sector debt-to-cpp ra- 
tio than Italy, a long-time champ in the pro- 
fligacy sweepstakes. The imp forecasts that, 
even in the unlikely event that the govern- 
ment slashes its budget deficit to 1.4% of cpp 
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by 2004, debt will by then have risen to a 
staggering 150% of Gop (see chart 1). 

Moreover, the official figures understate 
the true level of debt, because Japan’s public 
accounts are particularly opaque. They ex- 
clude the Fiscal Investment and Loan Pro- 
gramme (ritr), a “shadow budget” which 
channels funds from the postal savings sys- 
tem and public pensien funds into public- 
sector institutions, such as the Housing Loan 
Corporation, or infrastructure projects. 
Many of these projects are of questionable 
worth and the government may eventually 
have to write off loans, at a big cost to the tax- 
payer. If hidden debts in the Ficp are includ- 
ed, Japan’s public debt is probably already 
around 150% of Gop. Add also the present 
value of future state-pension commitments 
(estimated at over 100% of Gpp, thanks to a 
rapidly ageing population) and the total 
swells to more than 250% of cpp. And even 
this ignores other potentially large liabilities, 
such as the guarantees that the government 
has provided on bank loans. These could 
well turn sour. 

Whatever the exact figure, it does not 
look as if Japan’s public debt can go on in- 
creasing for much longer. 


The “trap” 

How much can a government safely bor- 
row? There is no simple answer to this ques- 
tion. At the end of the second world war, for 
example, the ratio of public debt to Gpr rose 
to 250% in Britain. This caused much anxiety, 
and rationing of goods lasted well into the 
19508, partly as a result. Nevertheless, in 
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those exceptional times, the government 
quickly reduced its debts. During the past 
four decades, no developed economy has 
had a public-sector debt of more than 135% of 
Gpp, and governments that have got any- 
where near that figure~such as Italy, Bel- 
gium and lreland—were soon forced by fi- 
nancial markets to tighten their belts. 

There are at least three reasons why a 
high level of public debt can be dangerous. 
First, if government borrowing pushes up in- 
terest rates, it can crowd out more produc- 
tive private-sector investment. However, 
with private demand still weak, the risk of 
crowding out is currently low in Japan. Ten- 
year government bond yields are only 1.7%. 

A second concem is that when debt is 
high, a government may be tempted to print 
money and let inflation rip, in order to erode 
the real value of its debt mountain. Borrow- 
ers throughout the ages have generally liked 
inflation. And yet, perversely, Japan is cur- 
rently suffering from just the opposite, defla- 
tion. A modest positive rate of inflation 
would, under current conditions, be a good, 
not a bad thing, for the Japanese economy. 
Last, but not least, there is the danger of the 
so-called “debt trap”, in which rising interest 
payments swell the government's budget 
deficit to such an extent that total debt con- 
tinues to grow even when the government is 
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not overspending. The debt seems to take on 
alife of its own. 

The debt trap does indeed threaten to 
ensnare Japan. Interest rates are still close to 
historical lows, but if they increase as the 
economy recovers, this will further increase 
the budget deficit. And the pointis not far off 
when mounting: interest payments will 
make it devilishly di ult tö rein ina spiral- 





Just consid ‘some unpleasant arith- 
metic. The future path of the ratio of debt to 
Gpr depends on two factors: the primary 
_ budget deficit (government spending other 
«than interest payments minus tax revenues) 
and the relationship between interest rates 
and nominal cpp growth (real growth plus 

inflation). The higher the inflation and 
-growth rates, the more a government can 
borrow while keeping debt as a percentage 
of Gpr constant, because the real value of ex- 
isting debt shrinks faster. If, however, inter- 
est rates exceed nominal Gpr growth and the 
government runs a primary deficit, debt will 
increase indefinitely relative to GDP. 
«Unfortunately, the latter is currently the 
-’gituation in Japan. The government's prim- 
ary deficit is running at 6.5% of GDP, and over 
the past seven years, nominal growth has av- 
eraged only 0.7%, even less than the historical 
low to which bond yields have fallen. In 
such circumstances, balancing the budget 
would not be enough to stop the debt-to-cpp 
ratio from growing; the government would 
need to aim for a sizeable primary budget 
surplus, a dangerous thing to do when the 
economy itself is barely growing. 

Neither economic theory nor history of- 
fers much guide to what is a sustainable level 
of public debt. In the end it is investors who 
decide, by demanding much higher interest 

“gates on bonds, 


Some good news for Japan 


‘There are, however, some reasons why Ja- 
pan may be able to run a bigger government 
debt than other countries. Japan is the 
world’s biggest creditor nation, with $1.2 tril- 
lion (equal to 31% of its Gop) of overseas as- 
sets, thanks to two decades of current-ac- 
count surplus. Almost all other economies in 
which public-sector debt has exceeded an- 
nual cpr had current-account deficits. 

Because the Japanese are the rich world’s 
biggest savers, the government is not depen- 
dent on foreign investors to finance its defi- 
cit.Only 10% of Japanese government securi- 
ties are held by foreigners, compared with 
40% of America’s and 23% of Italy's. Resi- 
dents are less likely than foreigners to dump 
bonds suddenly. 

In addition, almost half of all outstand- 
ing Japanese government securities are held 
in the social-security funds, owned by the 
government itself. Indeed, on official figures, 
net public-sector debt is a more modest 40% 
of cpp, the lowest among the big, rich econo- 
mies. That might seem at a stroke to elimi- 
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‘DEBT IN JAPAN AND AMERICA - 
the American government looks likea para- 
gon of fiscal virtue. After heavy borrowing in 


nate the problem. But the snag is that those 
social-security funds are more than out- 
weighed by future pension liabilities. 

These factors all reduce the risk of an im- 
minent funding or currency crisis, but they 
do not alter the fact that the continued 
growth in Japan’s debt does not look sustain- 
able for much longer. It would be foolish for 
the government to slash its budget deficit 
while the economy remains fragile—it made 
that mistake in 1997 and tipped the economy 
back into recession. But oncea firm recovery 
gets under way, the government will have to 
act quickly tocut public spending or increase 
taxes, or some combination of the two, to 
prevent debt exploding. 

That will be painful, especially because 
Japan’s ageing population is pushing up 
health and pension costs. And yet Japan has 
a big advantage over other former big public- 
sector debtors, such as Sweden, Italy or Bel- 
gium. In all those economies the level of tax- 
es was already high. In contrast, tax revenues 
amount to only 29% of Japan’s cpr, the low- 
est in any rich economy and well below the 
average for other rich countries, which is 
39%. The European Union’s tax burden, for 
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example, is even higher, at 42% of GDP. 

So Japan has considerable scope for in- 
creasing tax revenues. The best way for it to 
do this would be to broaden its tax base, rath- 
er than raising tax rates. The OECD estimates 
that total revenue forgone as a result of gen- 
erous personal allowances and credits 
amounts to10% of cpp. If just half of this was 
clawed back by eliminating such tax breaks, 
it would go a long way towards closing the 
budget gap. The oecp also suggests that 
there is plenty of scope for cutting spending 
on public works. Reducing public invest- 
ment to the same level in relation toGpp asin 
France, say, would cut the deficit by another 
5% of Gop. 

Tax increases would, of course, be highly 
unpopular. But in theory, at least, Japan is 
better placed to escape the debt trap than 
other profligate governments before it. With 
well-timed and skilful changes in policy, Ja- 
pan could still escape what looks like, oncur- 
rent trends, a looming crisis. 

America’s debt problem, by contrast, 
looks more alarming. Many people will find 
this hard to swallow. Compared with Japan, 






the 1980s, its budget has moved into surplus, 
allowing the government to repay, with 
much self-congratulation, some debt. 





Some bad news for America 


And yet, even as the American government 
has weaned itself from its old borrowing | 
habits, American househclds and firms. 
have been borrowing hand over fist, lifting. 
their combined debts toa record 132% of GDP 
(see chart.2). Itis these debts which could. 
make the economic consequences ofa stock 
market collapse.more serious, and more da- 
maging, than most people expect. 

In the year to last September, the total. 
debts of non-financial firms increased by 
12%, the fastest pace since the mid-1680s:"“So 
what?” retort some economists. Most of th 
borrowing is to finance a high-tech invest- 
ment boom which will boost futureyproduc- 
tivity and profits. For some of this borrow- 
ing, that is undoubtedly true; but a 
worryingly largeslice has in fact been used to 
finance share buy-backs. During the spas 
two years, non-financial corporations in- 
creased their debts by $900 billion, while. 
they retired a net $460 billion of equity. The 
main reason for these buy-backs is so tha 
firms can pay employees in share options 
without depressing the share price. in effect 
therefore, firms are borrowing to: finance 
their pay bill and to prop up share prices... 

Atthe same time, rising share prices hav 
made households feel wealthier, and so è 
couraged them to borrow still moze to pay 
for a spending spree. Total household debt 
has jumped from 85% of personal iacome in: 
1992 to 103% last year. Most worrying of all, 
margin debt (borrowing to buy shares) has 
tripled over the past five years; it has jumped 
by 25% in the past two months alone. If share < 
prices fall, some of this would have to be re- 
paid immediately, forcing investors to sell: 
shares—-and so send share prices lower still. 

Optimists claim there is nothing to wor- 
ry about, because the increase in debt has 
been more than matched by an increase in 
financial assets. On the surface, balance 
sheets do indeed look healthy. Households” 
net wealth (assets minus debt) has mereased 
from just under five times persona! disposa=., 
ble income in 1990, to a historic high of more 
than six times. Meanwhile, the ratio of cor 
porate debt to the market value of equity ha 
fallen from 0.6 to 0.35. If (a big if) the stock- 
market is a reliable judge cf futureearnings,.. 
then there is no cause for alarm. 

But that cushion may be less: comfort 
able than it seems. Other measures of cor- 
porate leverage, such as the ratio of debt to 
companies’ net worth (the value cf tangible 
assets minus debt), have increased. 

More fundamentally, the problem with 
borrowing on the back of rising asset values 
is that debt is fixed in value, whereas the val- 
ue of assets, such as shares and property, is” 
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not. And what goes up can come down. In 
other words, the apparent health of balance 
sheets hinges on whether equities are fairly 
valued. Debts can only be serviced from in- 
come; assets can pay the interest bill only if 
they are sold, and if lots of debtors are forced 
to sell at the same time, asset prices will 
plummet. A better measure of the debt bur- 
den therefore is debt-service payments as a 
percentage of income. Despite low interest 
rates, households’ debt-service ratio is cur- 
rently close toa record level (see chart 3). Cor- 
porate debt-service, on the other hand, is still 
relatively low, thanks to bumper profits. 

Japan offers a chilling example of how 
seemingly healthy balance sheets provide 
little protection. The debt of Japanese house- 
holds rose from 89% of their disposable in- 
come in 1985 to 112% in 1989, an increase only 
slightly larger than that recorded by Ameri- 
can households in the 1990s. Yet as the value 
of shares and property also soared, Japanese 
net household wealth rose from five times 
disposable income to 85 times over the same 
period. Companies’ net worth also rose 
sharply relative toGpp. But when asset prices 
went sharply into reverse, debtors and banks 
found themselves in big trouble. 

The quality of loan portfolios in America 
has already deteriorated in recent years as 
banks, facing more competitive pressure, 
have been forced to lend to riskier borrow- 
ers. Despite a booming economy, non-per- 
forming loans have increased. The number 
of companies defaulting on their bonds also 
hit a record level last year, and Moody’s, a 
rating agency, downgraded twice as many 
American companies as it upgraded. 

Rising debt is not necessarily a bad thing. 
Long-term economic growth will be faster if 
spare savings are channelled into productive 
investment rather than sitting idle under the 
mattress. Itis natural, therefore that, as finan- 
cial systems have become more efficient in 
channelling funds from those with surplus 
income to those who need to borrow, Ameri- 
¢a’s ratio of private-sector debt to Gor hasin- 
creased. The snag is that, within this trend, a 
sudden, excessive surge in debt can have 
nasty consequences. 

The sensible level of debt for an econ- 
omy depends on interest rates, expected fu- 
ture growth in income, and the variability of 
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growth. industries with a more stable cash 


flow can afford to take on bigger debts than 
highly cyclical businesses. If (a very big if) 
the business cycle really has been tamed and 
there is little risk of a recession, firms and 
households can safely borrow more. 

But even if the optimal level of debt has 
increased, a sudden surge in borrowing can 
leave households and firms horribly vulner- 
able to shocks, such as higher interest rates, a 
fall in asset prices or an economic slow- 
down. All three are possible, indeed likely, in 
America over the next few years. 

America’s high debt levels are unlikely 
by themselves to trigger an economic col- 
lapse, but they do threaten to amplify any 
downturn, turning it into a deeper recession 
if debtors are forced suddenly to cut their 
spending in order to service or reduce their 
debts. It is no coincidence that in the early 
1990s the deepest or most protracted reces- 
sions were in economies that had seen the 
biggest increase in private-sector debt in the 
19808—-namely Britain, Canada and Sweden. 
America’s recovery from its recession in the 
early 1990s was also hindered by an over- 
hang of private debt accumulated during the 
previous boom. 

America’s private-sector debt problem 
may not yet be as serious as Japan’s in the 
late 1980s, when banks engaged in impru- 
dent lending on a massive scale. America’s 
banking system is also (fingers crossed) in 
better shape than Japan’s. But to the extent 
that much of America’s recent borrowing 
has been on the rosy assumption of everlast- 
ing growth, low interest rates and rising 
share prices, many borrowers and lenders 
may, sooner or later, be in for a rude shock. 


The kindness of strangers 


Moreover, the United States is vulnerable in 
a way that Japan never was. America is al- 
ready the world’s biggest foreign debtor, 
with net foreign liabilities of $1.5 trillion, 
around 20% of cpr. As a credit-fuelled 
spending binge has sucked in more imports, 
America’s current-account deficit has wid- 
ened toabout 4% of cpp. If itremained at this 
level, America’s net foreign debt would rise 
to more than 50% of cpr within ten years. 

This leaves the American economy de- 
pendent on foreigners’ willingness to hold 
more and more dollar-denominated assets. 
But there is surely a limit to this. If foreigners’ 
appetite for dollars dries up, the currency 
will fall. America would then need to offer 
progressively higher interest rates to con- 
vince foreigners to put a growing share of 
their wealth into dollar securities. Higher in- 
terest rates, and hence lower share prices, 
would be a blow to American debtors. 

During the 1970s and 1980s, the main 
source of economic instability in rich econo- 
mies was inflation. Now that inflation is un- 
der control, excessive debt may be the new 
enemy. Ironically, the move to lower infla- 
tion is partly to blame for this. 











In Japan deflation has not only forced) 
the government to borrow heavily in an ef- 
fort to pull the economy out of recession, it 
has also caused the real burden of existing 
public debt to swell. Stabilising the debt ratio 
would be easier with a low positive rate of 
inflation, which is why itis essential that the 
Bank of Japan keeps monetary policy loose. 

In America, too, low inflation has en- 
couraged heavy borrowing. The apparent 
defeat of inflation, combined with the lon- 
gest expansion in American history, has 
helped to create the unrealistic expectation 
that the boom will last forever. This, in turn, 
has encouraged firms and households to 
borrow more and lenders to relax their stan- 
dards. When inflation is low, interest rates 
look cheap, thanks to “money illusion”, even 
though real interest rates are no lower. And 
low nominal interest rates mislead firms and 
households into believing that they can safe- 
ly afford to borrow a much bigger multiple 
of their income. 

Yet the same low inflation that encour- 
ages a surge in borrowing also makes exces- 
sive debt potentially more dangerous, be- 
cause, unlike in the past, borrowers can no 
longer rely on inflation to erode their real 
debt burden if things go wrong. 

In both America and Japan, the path of 
debt is unsustainable. But it is in America 
where the immediate risks are greatest. Ja- 
pan’s massive public borrowing was neces- 
sary to prevent an even nastier recession. 
The government's real policy test therefore 
lies ahead, namely how quickly will it act to 
cap the level of debt. 

America’s private-borrowing binge, by 
contrast, should never have been allowed to 
goon for so long. It has contributed to a peril- 
ous overheating, which is likely to make any 
“landing” hard rather than soft. It looks as if 
American policymakers learned nothing 
from the errors of their Japanese counter- 
parts in the 1980s, when private borrowing 
was alsoallowed to rip. The cost to Japan was 
years of recession and sluggish growth. 
Americans, not to mention the rest of the 
world, should be praying that their economy 
will not have to pay thesame price. 
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Germany's former chancellor, 
Helmut Kohl, resigned as 
honorary chairman of the 
Christian Democrats. Prosecu- 
tors are examining his part in 
a widening party-finance scan- 
dal. A senior cpu finance offi- 
cial was found dead, an ap- 
parent suicide. 


One of Serbia’s most brutal 
paramilitary leaders, Zeljko 
Raznatovic, better known as 
Arkan, was shot dead in a 
Belgrade hotel. 


The commissioner in charge of 
reforming the European Un- 
ion’s institutions, Britain’s Neil 
Kinnock, unveiled proposals 
intended to reduce nepotism 
and corruption. 





In the new Duma, Russia's 
lower house of parliament, the 
Communists and Unity, the 
party closest to the Kremlin, 
agreed to share most commit- 
tees between them. The pact 
may strengthen Vladimir Pu- 
tin, the acting president. 


Russia said its armed forces 
had reached the centre of 
Grozny, the capital of rebel 
Chechnya. 


After three months of talks, 
the Social Democratic and 
conservative People’s parties, 


the past 13 years, agreed to 
form a new coalition govern- 
ment that keeps out the far- 
right Freedom Party. 





Spain’s conservative prime 
minister, Jose Maria Aznar, 





which have ruled Austria for | 
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POLITICS THIS WEEK 


called a general election for 
March 12th. 


Left turn 


Chileans elected a socialist 
president, Ricardo Lagos, 
their first since Salvador Allen- 
de won in 1970. He beat off 
his right-wing rival, Joaquin 
Lavin, by a thin margin, secur- 
ing 51.3% of the vote. 


Faced with the expected ret- 
urn of General Augusto Pin- 
ochet to Chile from Britain, 
where he had been declared 
medically unfit to stand trial, 
Mr Lagos said it would be up 
to the courts to decide whe- 
ther the former dictator 
should stand trial in Chile. 


After rumblings of discontent 
from military chiefs, Brazil's 
President Fernando Henrique 
Cardoso sacked Elcio Alvares, 
the defence minister, for fail- 
ing to defend himself convine- 
ingly against allegations of in- 
volvement in organised crime. 





ok a 
| Students, workers and indige- 
nous groups continued to take 
to the streets to protest against 
the decision by President Ja- 
mil Mahuad to dollarise 
Ecuador's economy. But they 
failed to paralyse the country, 
as they had hoped. 





Guatemala swore in a new 
government, under its recently 
elected right-wing president, 
Alfonso Portillo. He prom- 
ised to shake up the country’s 
armed forces. 


President Bill Clinton called 
| for an extra $280m to pay for 











tighter enforcement of Ameri- 
ca’s so-called gun-control 
laws. The National Rifle Asso- 
ciation agreed that there 
should be more prosecutions. 


The Environmental Protection 
Agency announced new res- 
trictions on the planting of 
genetically modified 
maize (corn). From now on, 
American farmers will be ob- 
liged to plant 20-50% of their 
acreage with conventional 
maize, and plant it upwind of 
genetically modified varieties. 


Rolf rebuffed 


Russia, China and France 
turned down Kofi Annan’s 
choice of Rolf Ekeus, a 
Swedish diplomat who had 
been the first chief arms in- 
spector after the Gulf war, :o 
head the UN’s new arms- 
inspection body for Iraq. 


Syria and Israel, which 
were due to resume their 
peace talks in America this 
week, put off the meeting 
with no further date fixed. Is- 
rael’s prime minister talked to 
Yasser Arafat before the Pales- 
tinian travelled to America for 
a separate meeting with Bill 
Clinton. 


Iranian newspapers were sum- 
moned to court for publishing 
extracts from a written inter- 
view that Ayatollah Hos- 
sein Ali Montazeri, Iran's 
most senior dissident, long un- 
der house arrest, had giver. a 
British newspaper. The ayatol- 
lah had questioned the com- 
prehensive power of Iran’s su- 
preme leader, suggesting he 
should be directly elected. 


Egypt's parliament began a 
debate on allowing more free- 
dom to women, including 
easier divorce and freedom to 
travel without their husbands’ 
permission. 


Nelson Mandela, the new me- 
diator for Burundi, met gov- 
ernment and opposition lead- 
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ers in Tanzania, and appealed 
for the armed rebels to be in- 
cluded in the peace process. 
The civil war has recently 
grown worse, with about 5,000 
refugees fleeing across the 
Tanzanian border each day. 


President Laurent Kabila of 
Congo stayed away from a 
regional summit in Mozam- 
bique called to discuss Con- 
go's collapsing peace accord. 


An optimist still 





Indonesia's president, Ab- 
durrahman Wahid, denied 
suggestions that his country 
was about to fragment, and 
dismissed rumours of an im- 
pending military coup. But he 
seemed unable to control the 
spreading violence. 


Francesc Vendrell, who helped 
to run the successful United 
Nations independence referen- 
dum in East Timor last year, 
was appointed new UN envoy 
for Afghanistan. The un 
wants to arrange a deal bet- 
ween the ruling Taliban and 
the opposition led by Ahmad 
Shah Masoud. 





Thousands of light aircraft in 
Australia were grounded be- 
cause of a mystery contami- 
nant in fuel. The country relies 
heavily on light aircraft for the 
movement of people and 
mail, and for crop-dusting and 
emergency services such as its 
flying doctors. 


The Vatican said it would nev- 
er cut its diplomatic ties with 
Taiwan in order to improve 
its relations with China. 
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The right medicine 
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ve SAsuming mergers go ahead 
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| Glaxo Wellcome oe 
SmithKline Beecham 
formed the world’s biggest 
drug company, with a market 
capitalisation of around £105 
billion ($172 billion) and 7.3% 
of the world market after re- 
suscitating an abandoned 1998 
deal. Glaxo SmithKline, as 
the new company will be 

| called, will be run mainly 
from America. 


Meanwhile America’s War- 
ner-Lambert began negotiat- 
ing with Pfizer, another drug 
firm, about its takeover offer 
of $78 billion, after initially re- 
buffing the bid. Warner-Lam- 
bert had earlier agreed a merg- 
er with American Home 
Products, a deal which seemed 
| to have fallen by the wayside. 
There were reports that War- 
ner-Lambert was also talking 
to Procter & Gamble, the 
world’s biggest consumer-pro- 
| ducts firm and a possible 
white knight. To complicate 
matters still further, Switzer- 
land’s Novartis showed an 
interest in acquiring AHP. 





| Boehringer Ingelheim, a 

| German drug company, bid 
¥20 billion ($191m) for SSP, a 
Japanese drug firm. Japan’s 
first overt hostile bid may 

| spark a further wave of such 
| moves as Japan’s protective 

| system of cross-shareholdings 
| slowly starts to unravel. 


| JDS Uniphase, an American 
company supplying compo- 

| nents for high-speed commu- 

nications, agreed to purchase 

E-Tek Dynamics, a maker 

of hardware for optical com- 

munications, for around $15 
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billion. Demand is burgeoning | 
for this equipment, which dra- | 
matically increases the capaci- | 
ty of fibre-optic cables. | 
| 
| 


Vodafone AirTouch, a mo- 
bile-phone company, said it 
would raise its €155 billion 
($157 billion) offer for Man- 
nesmann if the German tele- | 
coms company agreed to start | 
negotiations. Mannesmann 
immediately rejected the offer. 


PwC, the world’s largest audi- 
tor, formed by the merger of 
Price Waterhouse and Coopers 
& Lybrand 18 months ago, ad- 
mitted that the cost of the 
deal had been greater than ex- | 
pected. It also emerged that | 
pwc demanded $160m of cap- 
ital at short notice from Amer- 
ican partners last October. 


Bond-market bubbly 


Marne et Champagne, 
France’s second-largest cham- 
pagne producer, popped the 
cork on a bond issue to raise 
€396m ($400m). The debt will 
be securitised against bubbly 
that is in production, ranging 
from grapes to bottles that are 
ready to drink. 


Raytheon, an American de- 
fence giant, announced that 
profits for the last quarter of 
1999 would be about half of 
analysts’ forecasts and would 
also suffer in 2000. Production 
delays and accounting 
changes were blamed. 


was named as ceo of Wal- 
Mart, the world’s biggest re re- 


Lee Scott, a logistics expert, | 
f 
tailer. His repla l 










| Jolly bankers 


| Citigroup reported profits up 
| 70% compared with 1998, to 
| $9.87 billion. Similarly, J.P. 


vid Glass in the top job had 


| been widely expected but has 
| come several months earlier 


than expected. 


Sainsbury, Britain’s second- 


largest supermarket chain, 


| sacked its chief executive, 
| Dino Adriano, and appointed 


in his place Sir Peter Davis 
from Prudential, Britain’s big- 
gest life insurer. Sainsbury has 
performed badly in recent 
years, losing top spot to Tesco 
and suffering from price-cut- 
ting by Asda, recently ac- 
quired by Wal-Mart. 


| Baan, Europe’s second-largest 


business-software group, lost 


| its ceo at the beginning of 

' January after disastrous re- 

| sults; its shares plummeted by 
| 32%. On news that the interim 
| chief executive, Pierre Everaert, 
_ had to replace a departing 

_ chief financial officer, shares 


dived by 11%. 


Tom Ford, an American de- 


| signer who turned Gucci from 


a staid and stale fashion label 
into a “must have” brand, was 
persuaded to perform the 
same job at Yves Saint Lau- 
rent, also owned by the Gucci 
group. He will become creative 
director to both houses. 


irene s neni banks re- 
ported healthy profits for 1999. 


Morgan’s profits jumped 


| 113% and Chase Manhat- 
| tan’s 44% to $5.45 billion. 


nk of America saw pro- 








fits rise by 53%. Of the top five : 
only Bank One lost out, with © 


profits up by a paltry 12%. 


Citigroup, the world’s biggest 
financial-services group, paid 
£1.36 billion. ($2.23 billion) to 
acquire the investment-bank- 
ing business of Schroders, 
one of the last survivors of the 
genteel world of British mer- 
chant banking. Unable to es- 
tablish an international invest- 
ment-banking presence, 
Schroders will now concen- 
trate on asset management. 


Portugal’s Banco Espirito 
Santo and Banco Por- 
tugues de Investimento an- 
nounced a €3.56 billion ($3.60 
billion) merger. They now con- 
test with Banco Comercial 
Portugues for primacy in Por- 
tuguese banking. Whichever 
gains control of Banco Pinto & 
Sotto, the country’s last med- 
ium-sized bank, will become 
market leader. 


Trading up 


America’s trade deficit in 
goods and services widened to 
a record $26.5 billion in Nov- 
ember. The total deficit in the 
u months to November was 
$244.6 billion, up from $150 
billion in 1998. 


As part of a free-trade deal 
agreed with the eu, Mexico 
will dispense by 2003 with ta- 
riffs on just over half the in- 
dustrial goods exported there 
by eu countries, with the re- 
mainder going by 2007. The 
EU will drop its tariffs on most 
industrial goods, which ac- 
count for 93% of bilateral 
trade, by 2003. 


Greece, aiming to join the 
euro in 2001, revalued the 
drachma in agreement with 
the European Central Bank 
and euro-zone finance minis- 
ters. Greece’s booming econ- 
omy now meets most of the 
conditions for joining the euro; 
its stockmarket was one of the 
Eu’s best performers] in 1999. 





| 
| 
| 
| 
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Brutality 
Indonesia 


JAKARTA 


and budgets i in 


Beset by violence and rumours of a coup, Indonesia’s president is trying to 
run his country. He made some progress this week 


E MAY have many enemies, but Indo- 

nesia’s president, Abdurrahman Wa- 
hid, also has a long list of friends. They in- 
clude the millions of Indonesians who have 
been horrified by the rampant separatist 
and communal violence which has broken 
out across the vast archipelago, and which 
this week saw religious killings jump from 
the Moluccas to the tourist island of Lom- 
bok. Dozens of churches and homes were 
bumed during riots in Lombok’s capital, 
Mataram. At least two people were reported 
killed and several thousand holidaymakers 
fled to nearby Bali. 

The violence that has gripped Indonesia 
has already led to the killing of more than 
1,500 people in the Moluccas in the past year. 
Ithas increasingly involved fighting between 
Muslims and Christians, which has sparked 
further violence and protests elsewhere in 
what is the world’s biggest Muslim country. 

Mr Wahid’s well-wishers are hoping he 
will be able to stop the mayhem. But to do 
that he has to rely on the army, which 


nesia’s battered economy, and they will con- 
tinue to suffer if the violence and intrigue 
scare off foreign investors. Moreover, his 
friends include many foreign governments, 
which donoteven want to think about what 
would happen were Mr Wahid to fail. If he 
could rally all these people to his cause, the 
president would have his enemies sur- 
rounded. 

He may pull it off. A good sign is that Mr 
Wahid’s government this week started to 
show signs of getting to grips with at least 
some of Indonesia’s many problems. De- 
spite, or because of, his efforts to assert con- 
trol over the armed forces, which have often 
provoked violence in the provinces, Mr Wa- 
hid remains beset by talk of impending 
coups. As always, the rumours are vague. But 
a combination of weak institutions, a fragile 
coalition, and the self-interest and vicious- 
ness of some army hardliners, are enough to 
give them credence in Jakarta. The rumours 
gathered pao on nanny. 14th, when Rich- 





ard Holbrooke, America’s ambassador to the 
UN, warned any generals contemplating a 
coup that “the damage to Indonesia would 
be unbelievable”. 

His comments have led many people to 
wonder just how much Mr Holbrooke 
knows, and what might happen when, as 
seems likely, Indonesian officers are accused 
of crimes by two human-rights inquiries 
now being completed. One, by the uv, is in- 
vestigating the army’s activities in East Ti- 
mor after the Timorese voted for indepen- 
dence last August. The other is being 
conducted by an Indonesian special com- 
mission that has in addition dug into the 
army’s atrocities in areas such as the separat- 
ist province of Aceh. 

These investigations have angered many 
generals, including, it is said, General Wi- 
ranto, the commander of the armed forces 
during the troubles in East Timor, and now 
Mr Wahid’s political-affairs minister. There 
is speculation he will be implicated in the in- 
quiries, and that Mr Wahid will then ditch 
him. The president did little to squelch such 
rumours this week, telling one interviewer 
that “everybody is dispensable”. 

Although he seems willing to get rid of 
liabilities, Mr Wahid is also keen to minimise 
the risks. On January 17th, he sent his foreign 
minister, Alwi Shihab, to New York to try to 
persuade the un to leave the matter of atroc- 
ities in East Timor to Indonesia’s commis- 
sion. In the meantime, he is reminding Indo- 
nesians who is in charge. He has 





is unpredictable. Mr Wahid’s friends, 
however, also include the demonstra- 
tors who confronted the army when 


ey M ALAYSIA 
ex-President Suharto was forced to |`; ; i @ 


step down in 1998, and during the sub- 
sequent transition to democracy. They 
would regard a coup—which some 
generals have been rumoured to be 
contemplating—as an attack on their 
country and everything they have 
sought to achieve. Mr Wahid’s suppor- 
ters are also among the victims of Indo- 
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matano | N PHILIPPINES | sacked the army’s spokesman, Major- 
F PACIFIC General Sudradjat, for appearing to 
S question the presidents authority,and 
oss frou g has promised “harsh action” against 
‘ Age - i ia E any attempt at a coup. The president 
Kaho Cee d EES maintains the possibility is remote.On 
$ Bee b N ES ve D January 19th, he tried to impose order 
eee = £ || in Lombok with sterner measures and 
> Æ EASTTIMOR warned the “minority” of trouble- 
E] a aa SGY makers that the governments pa- 
N ? | tience was coming toan end. 
eOk AUSTRALIA ` 


a) At the same time, he has put his 
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economic agenda into action. 
Although many of the presi- 
dent's plans still remain rath- 
er vague, at least the outline 
of the main policies are be- 
ginning to fall into place. 
These include a new agree- 
ment that has been struck 
with the imF and a new bud- 
get, both of which were an- 
nounced on January 20th. 
The budget calls for a deficit 








ceived good reviews as the 
sort of person who could 
speed things up. 

If investors doubt the 
government’s commitment 
to rapid asset sales, Indone- 
sia’s new agreement with the 
imF should help to reassure 
them. The letter ofintent con- 
tains strict timetables for the 
sale of assets, along with a 
long list of other important 








of 5% of Grp and extra rev- 
enue for the resource-rich but disgruntled 
provinces. Half of the deficit will be financed 
by the sale of assets. 

The importance of those sales has con- 
centrated attention on the Indonesian Bank 
Restructuring Agency (1BRA), which now 
owns a large chunk of Indonesia's corporate 
assets. These must be sold rapidly not just to 
raise revenue, but also to keep the economy 
growing. Mr Wahid’s economics minister, 
Kwik Kian Gie, has already promised to 
move fast. Last week, the government re- 
placed 1pra’s chairman with Cacuk Sudari- 
janto, a former businessman who has re- 


provisions which commit 
the government to responsible economic 
management and strenuous reforms. 

If these efforts show early success, it will 
be easier for Mr Wahid to win over more 
anxious Indonesians and to cement alli- 
ances with other potential friends who are 
still sitting on the fence. That, along with 
forceful decisions to exert more control over 
the armed forces, could allow Indonesia’s 
new president and his democratic suppor- 
ters to breathe a little easier. A solution to the 
violence would helpeven more. But for now, 
alas, none is in sight. 

— u 





Malaysia 
Open wounds 


KUALA LUMPUR 


Fo hiia a bruising election campaign last 
November, many Malaysians had been 
looking forward to the period of healing and 
reconciliation that traditionally follows the 
period of fasting in Ramadan, which ended 
earlier this month. But the bonhomie did not 
last long. In a series of arrests that began on 
January 12th, four opposition leaders and a 
printer were charged with offences against 
the state, The round-up came soon after the 
prime minister, Mahathir Mohamad, went 
on holiday to the Caribbean and Argentina, 
leaving his deputy and home minister, Abd- 
ullah Badawi, to explain what was going on. 

Mr Abdullah denied that the arrests had 
anything to do with “political revenge” for 
the opposition’s gains in the election. He said 
that “the court is the best place for them to 
prove their innocence”. The foreign minister, 
Syed Hamid Albar, weighed in, criticising 
Amnesty International and America’s State 





BANGKOK 


INCE East Asia’s economies collapsed 

in mid-1997, the region has been pro- 
viding plenty of tales of families forced on 
to the streets, elderly parents abandoned 
by their hard-pressed children and sui- 
cides among those thrown out of work. Al- 
though they are less precise than statistics 
on bad debts and falling production, such 
stories paint a grim picture. But how many 
of them are really true? In an ef- 
fort to find out, researchers spon- 
sored by the World Bank and the 
uN Children’s Fund dug through 
the social indicators available in 
Thailand, where the financial 
collapse began. Their work is the 
first attempt to paint by num- 
bers an accurate picture of the 
social shock. 

The results, released on Jan- 
uary 17th, show that in lots of 
ways life changed for many 
Thais and did indeed get worse 
(see table). Between 1996 and 
1998 the number of suicides rose 
by 40%. Many babies were aban- 
doned and the number of chil- 
dren sent to orphanages in- 
creased dramatically. Among 
older children, the number 
treated for drug-taking tripled 
after the economy collapsed. 
Sadly, none of this will surprise 
those who have been following 








How much did Thailand suffer? 


Thailand's troubles. But the researchers 
have tried to put everything into perspec- 
tive by asking two questions. How much of 
the deterioration was actually caused by 
the sharp economic dip? And to what ex- 
tent were families and communities able 
to offset the damage? 

As bad as it was, not all of Thailand’s 
problems were exacerbated by the crisis. 





dren in orphanages, number of new entrants 1,449 1,765. 


, per 100,000 hospital deliveries 100 


Child dryg use, number under 14 years old treated 527 "1,608 


neg A 


: 
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Although the divorce rate rose, for exam- 
ple, that appears to have been part of a 
long-term trend. An increase in drug-relat- 
ed arrests appear to have been the result of 
more active government efforts to crack 
down. Contrary to many fears, the use of 
child labour did not increase, although the | 
rate has stopped falling after several years 
of progress. That it remains low may bedue 
to weak demand, since many teenagers ap- 
pear to have dropped out of school and so 
are swelling the ranks of potential employ- 
ees. But it is encouraging that enrolment in 
local youth centres also in- 
creased sharply. Since the econ- 
omic collapse, adults too have 
been joining in all sorts of civic 
activities in greater numbers. 

Moreover, Thai communi- 
ties appear to have coped well 
with their troubles. The re- 
searchers estimate that charity 
and remittances from abroad 
helped shave five percentage 
points off the potential poverty 
rate. And although property 
crimes increased, the amount of 
violent crime remained low. 

The report makes it a bit eas- 
ier to judge Thailand's problems. 
That it has taken so long, how- 
ever, to get even a rough picture 
of what happened shows what 
the Thais have been up against. 
In social affairs, as in industrial 
and financial ones, they have 
been steering blind through 
their worst storm for years. | 
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Daring read something different 


Department, among others, for questioning 
the arrests. “It is not up to international bo- 
dies todecide how we should administer our 
laws,” he said. 

The first to be charged, under Malaysia's 
Sedition Act, were Zulkifli Sulong, editor of 
Harakah, the newspaper of the Islamic op- 
position party, pas, and its printer, Chea Lim 
Thye. Their “offence” was to publish a claim 
that the former deputy prime minister, An- 
war Ibrahim, was the victim of a govern- 
ment-led conspiracy. Mr Anwar, who was 
jailed last year after being convicted of abus- 
ing his power as a minister, is currently on 
trial for sodomy. 

Next day, two senior opposition leaders 
were also charged with sedition. Karpal 
Singh, a veteran of the Democratic Action 
Party (pap), is one of Mr Anwar’s lawyers. He 
had told the court that “people in high 
places” had tried to poison his client. Marina 
Yusoff is a vice-president of the National Jus- 
tice Party (Nje), which is led by Mr Anwar's 
wife. She was accused of inciting racial un- 
rest ata political rally last year. The fifth per- 
son to be charged was Mohamed Ezam, the 
youth leader of the nyp. He is accused of 
breaking the Official Secrets Act by leaking to 
journalists documents detailing alleged gov- 
ernment corruption. 

Over the years, several opposition politi- 
cians and other government critics have fall- 
en foul of the Sedition Act, a British law re- 
tained by Malaysia after it gained its 
independence in 1957. Five months ago, an- 
other opposition leader, Lim Guan Eng of the 
DAP, was released after a year in jail. He had 
been convicted of making seditious state- 
ments against the judiciary. The act has been 
condemned by Chandra Muzaffar, a mem- 
ber of the nyp, as a “relic of the past” used by 
Dr Mahathir’s government to undermine 
Malaysia’s democracy. Mr Anwar’s arrest in 
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1998 was under the Internal Security Act, a 
harsh, but far blunter, instrument. It allows 
for detention without trial. 

Lim Kit Siang, chairman of the pap, has 
accused government ministers of making 
statements that might also be regarded as se- 
ditious, without facing prosecution. Public 
confidence in the rule of law and the judici- 
ary has been damaged, says Mr Lim, and the 
five arrests will not restore it. Adding to the 
unease, a law minister, Rais Yatim, has given 
warning that anyone saying the government 
had “a hand in the prosecution of promi- 
nent opposition leaders should realise they 
toocan be prosecuted for spreading lies.” 

Dr Mahathir told Malaysians in a recent 
speech to stop complaining. “People must 
learn to be grateful, otherwise nobody will 
have peace,” he said. Nevertheless, some 
people within Dr Mahathir’s ruling United 
Malays National Organisation (UMNO) are 
not heeding his call. They are worried that 
UMNO’s Supreme Council has agreed that 
there will be no contest for the two top posi- 
tions when they come up for election in May. 
The intention is that these will go unop- 
posed to Dr Mahathir and Mr Abdullah. 
Some in UMNO, including Ghafar Baba, a for- 
mer deputy prime minister, have said they 
would rather see a vote held. 

Some of the party’s younger leaders are 
worried that the Malay community remains 
split in the wake of pas’s gains in the Novem- 
ber general election, especially as most of 
those gains came in the traditional Malay 
heartland. The search for people to blame 
has already claimed one prominent scalp, 
that of Abdul Kadir Jasin, chief editor of Ma- 
laysia’s New Straits Times Group, which 
publishes the main Malay and English-lan- 
guage newspapers. It is controlled by inter- 
ests close to the ruling party. Mr Kadir is said 
to have gone on “extended leave” after his 
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newspapers’ support for the government 
was deemed to be overly slavish, an unusual 
handicap for a Malaysian journalist. 

With the economy on the mend and the 
stockmarket booming, Mr Abdullah is also 
worried about the street protests that are 
planned to coincide with the resumption of 
Mr Anwar’s trial on January 25th. “Why are 
we resorting to such actions just because of 
hatred towards the government?” he has 
asked. Perhaps his boss, Dr Mahathir, is 
righz: Malaysians should learn to be grateful. 


Japan and Britain 


A nuclear fission 


TOKYO 


HE Japanese foreign minister, Yohei 

Kono, was in London last week, publicly 
being his usual cordial self, but privately be- 
ing distinctly uncordial about a problem the 
British havecreated for Japan. Itconcems the 
spent nuclear fuel that the Japanese-ship to 
Britain, where it is reprocessed and shipped 
back to be used again in Japan’s power sta- 
tions. Questions are being asked about the 
quality of the latest shipments to Japan. 

It may be that the fuel, processed by a 
company called BNFL, is safe to use. But in Ja- 
pan any nuclear worry soon turns into a po- 
litical storm. After a string of nuclear acci- 
dents, Japan experienced the world’s worst 
nuclear disaster since Chernobyl in Septem- 
ber 1999. An uncontrolled chain-reaction 
was accidentally triggered by workers in a 
nuclear-fuel factory at Tokaimura. This led 
to the death of one worker and exposed 48 
others to high levels of radiation. Thegovern- 
ment rushed out new safety laws amd over- 
hauled its nuclear agency from top to bot- 
tom. It was insistent that nothing should be 
allowed to impede its treasured nuclear- 
power programme, which produces about a 
third of the country’s electricity. 

It was in this political atmosphere that a 
British ship, the Pacific Pintail, docked this 
month in Fukui with its cargo of reprocessed 
fuel. Anti-nuclear protesters greeted the 
ship. They had, apparently, been told of re- 
ports in British newspapers that the quality 
of the fuel for a later shipment had not been 
properly checked. BNFL admitted that thein- 
spection of that fuel had not been done cor- 
rectly, but claimed that the fuel carried by 
the Pacific Pintail for one of Kansai Electric’s 
reactors at Takahama had been properly 
checked. Later, though, snrt admitted it had 
not been. Worse, it had agreed with Kansai 
Electric not to tell the regulatory authority at 
Japan's Ministry of International Trade and 
Industry (mit1) of the shortcoming. Kansai 
Electric had been eager to start loading the 
Takahama reactor with the new fuel. It loses 
money all the time a reactor is out of action. 

The main concern for the Japanese is 
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that the suspect fuel is a mixture of uranium 
oxide and plutonium known as mox. The 
plutonium is an unwanted by-product of 
Japan's nuclear industry. As a constituent of 
MOX, it can safely be burnt in a reactor. But, 
as everyone knows, plutonium can also be 
used to make bombs. The Pacific Pintail also 
has an armed escort to deter hijackers. Her 
two-month voyage from Europe required 
permission from the United States (which 
provided the original uranium) and approv- 
al from countries along the route. Sending 
the fuel back, as Kansai Electric threatens, 
could bea diplomatic nightmare, as well as a 
legal and financial disaster for all concerned. 

Infuriated at being misled, mitt has sus- 
pended all mox imports from Britain and 
postponed Japan’s plutonium-burning pro- 
gramme. What has particularly incensed the 
Japanese is that the British regulator, the 
Nuclear Installations Inspectorate, was 
aware back in early October that the quality 
of the data on the mox already delivered to 
Kansai Electric were suspect, butit had failed 
to warn its opposite numbers in Japan. In- 
credibly, the inspectorate took the view that, 
as Britons were not likely to be endangered 
by the suspect checks, it was under no obli- 
gation to release its findings. 

The British government is now desper- 
ate to repair the damage. Anna Walker, direc- 
tor-general of energy at the Department of 
Trade and Industry in London, will visit 
Japan in February, along with snet’s chief 
executive, John Taylor, and the company’s 
director of Mox production, Chris Loughlin. 


Japan tests its nuclear umbrella 
At stake is a big chunk of Britain’s exports: 
BNFL is the country’s largest single exporter 
of services, selling more than £300m ($490m) 
of its reprocessing services abroad each year. 
Japan, already snrv's biggest customer, was 
expected to account for half the market for 
the company’s new £300m mox plant at Sel- 
lafield in Cumbria. 

But Britain may be too late to protect its 
reprocessing industry. The Japanese have 
started making discreet inquiries among the 
French and the Belgians about how much 








spare MOx capacity they have. More impor- 
tantly, insiders reckon that the Bnet fiasco 
has given Japan’s fledgling reprocessing in- 
dustry a shot in the arm. The building of a re- 
processing plant at Rokkashomura, in Ao- 
mori prefecture, has been disappointingly 
slow. Plans to finish the plant by 2005 have 
looked optimistic. The Japanese government 
now seems likely to vote the money to en- 
sure that the Rokkashomura project is 
speeded up. 





SEOUL 


HE visit of Chi Haotian, China’s de- 

fence minister, to South Korea this 
week, was the latest ina series of exchanges 
designed to help the twocountries togeton 
better. South Korea and China normalised 
diplomatic relations only in 1992, decades 
after China supported the communist 
North in the Korean war in the 





Sent to the wrong Korea 


by Russian border guards. Although recog- 
nised as refugees by the un, they were re- 
turned to China by the Russians, who said 
the terms of their border treaty obliged 
them to. China then sent them back to 
North Korea. Neither China nor Russia 
considers foraging North Koreans to be ref- 





early 1950s. Mr Chi himself 
fought in that war. Hostilities, 
however, are far from over. 

A week before the visit, Chi- 
na had sent home seven north- 
erners, who had crossed the bor- 
der in search of food. Many South 
Koreans were outraged that Chi- 
na had packed them back. Kim 
Dae Jung, South Korea’s presi- 
dent, saying the northerners’ lives 
were at risk, had appealed to the 
Chinese to let them stay. 

Once they had arrived in 
China, the seven North Koreans, 
aged from 13 to 30, had travelled 
into Russia, there to be picked up 








Chi and Kim and no refugees 


| 
ugees; they are seen as economic migrants. 

There was probably another reason for 
their expulsion. Both China and Russia are 
concerned about setting a precedent that 
mightinvite hordes of starving North Kore- | 
ans to flood across their borders. Compli- 
cating matters is the South Korean govern- 
ment itself, which seems to be prepared to 
accept North Korean defectors who have 
made it to China only if they bring impor- 
tant information about the hermit king- 
dom along with them. No more 
than a few of the 50,000 or so 
North Koreans thought to be 
staying in China, and trying to 
dodge the authorities, are let into 
South Korea every year. 

The return of the refugees has 
been ablow to Mr Kim, who as an 
opposition leader earned his rep- 
utation campaigning for human 
rights. South Korean newspapers 
havedescribed itasa humiliating 
diplomatic incident. South Ko- | 
rea’s foreign ministry saysitisjust | 
one of “the many complicated is- | 
sues” that affect South Korea’s re- | 
lations with China, North Korea 
and Russia. 
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Mongolia 


Living in a manhole 


JLAN BATOR 


The street children are the symptom of a bigger problem 


ATHER GILBERT knows every open 
„A manhole in Mongolia’s capital, Ulan 
Bator, and, more important, the children 
who live below them. Every Wednesday this 
Filipino priest delivers hot tea and mutton 
pancakes across the city. The first port of call, 
amanhole between the Hard Rock Cluband 
the Ulan Bator Hotel, has half-a-dozen chil- 
dren living in it. Last year, one child stabbed 
another to death here. A second child died in 
an alcohol-induced coma. 

During the day, the girls from this man- 
hole offer themselves to men for $5 a time. 
That is good money, if they get it.On a recent 
day, they had money and only one of the 
children, a boy of 14, came up the ladder to 
greet Father Gilbert. The others, he said, had 
been drinking vodka and had passed out. 
With a grin, the boy took the food and went 
below again. 

The manholes, in which many of Ulan 
Bator’s nearly 3,000 street children live, are 
fetid places that lead either to the sewers or 
to the city’s heating system. Underground 
life does nothing to reduce the high inci- 
dence among the children of scabies, tuber- 
culosis, urinary infections and sexually 
transmitted diseases. But at least it is warm. 
Ulan Bator is the world’s coldest capital city, 
with winter temperatures that can dip be- 
low -30°C. By leaving the covers open, the 
government acknowledges that the man- 
holes have become life-savers. Indeed, aid 
workers say that deaths from hypothermia 
are more common in the summer, when a 
cold snapcan catch the homeless off guard. 

The street children of Mongolia have 
earned plenty of attention from aid agencies 
because of where they live. Some 20 “shel- 
ters” for those in Ulan Bator are now paid for 
by non-governmental organisations NGOS. 
They range from a simple ger (a felt tent) that 
acts as a half-way house, to the well-organ- 
ised home for 130 children run by Father Gil- 
bert. Children’s charities, such as the Chris- 
tina Noble Children’s Foundation, have 
launched international appeals to help 
Mongolia’s street children. The thought of 
children having to live in sewers is one that 
can wrench almost any heart. 

The country’s winter temperatures, 
however, are one of only two differences be- 
tween homeless children in Ulan Bator and 
those, say, in Manila or Rio de Janeiro. An- 
other is the speed with which street children 
have become a problem. In communist days, 
the Soviet Union supplied subsidies that ap- 
proached one-third of Mongolia’s GDP. As a 
result, Mongolia, though poor, had a decent 
enough social-welfare system,and few Mon- 
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golians fell through its cracks. Uranbileg Ber- 
gen, who works for the government’s Na- 
tional Centre for Children, says that in 
1992—just after Mongolians threw off Soviet 
protection in favour of democracy and capi- 
talism—there were just 300 known street 
children in all of Mongolia. The number is 
likely to reach 4,000 this year. 

This has shocked many Mongolians. Yet 
some, inside government and outside it, 
cling to the belief that the problem of chil- 
dren living in the streets—or under them— 
has come about because people are too lazy 
to look after their children and too ready to 
accept handouts. This is naive. The majority 
of children are driven on to the streets by 
plain poverty. Families may not be able to af- 
ford school books or uniforms, so their chil- 
dren drop out of school. They then hang out 
on the streets, earning money by begging, 
prostitution or theft. 

Other families, particularly in the coun- 
tryside, cannot afford to look after their chil- 
dren, who are sent to relations. Given Mon- 
golia’s tradition of nomadic herding, it is not 
difficult for these children to be passed from 
one relation to another, until the parents 
have lost touch with them. Others are driven 
from home by strains within their families: 
by abusive, alcoholic fathers or by the conse- 
quences of parental divorce. Sometimes 
whole families are driven on to the streets, 


Bread is welcome, a dollar is better 


ASIA 


particularly if their ger, their most valuable 
possession, accidentally burns down. Pov- 
erty and family break-up have risen sharply 
during the “transition” from communism. 

Miss Uranbileg believes that the roots of 
the problem lie with poverty. She says the 
NGos are falling over each other to treat the 
symptom—the street children—but not the 
cause. Better to provide family support to 
help children stay at school, or to get them 
medical attention. Better still to provide the 
means for families toearn an income. 

Several NGos are trying. Save the Chil- 
dren Fund, which runs shelters in Mongolia 
toget children back into society, also pays for 
mobile kindergartens that follow nomadic 
herders. It has encouraged schemes for single 
mothers to earn money. The difficulty with 
such ventures, which often involve the pro- 
vision of micro-credit, is that cash is scarce in 
Mongolia’s countryside. More successful, 
says Marc LaPorte of Save the Children, is a 
herd-restocking scheme. 

Yet money remains a problem. The aver- 
age Mongolian household earns less than 
$400 a year. The government is bust. Miss 
Uranbileg has files on 4,000 families that her 
department has identified as being most in 
need of “sponsorship”, or the $20 a month 
they need to keep children at school. Last 
year 400 of those families were promised 
such sponsorship, but the money from the 
central government dried up after only two 
months. The National Centre for Children it- 
self, responsible for all aspects of children 
and child poverty, has an annual budget of 
only $100,000. Of the original 4,000 families, 
says Miss Uranbileg as she pushes the dos- 
siers back in the cupboard, only 30 are cur- 
rently getting any money atall. 
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UNITED STATES 


In praise of New Hampshire 


and lowa 


WASHINGTON, DC 


The tv two states that kick off America’s presidential voting look less and less like 


the rest of the country. What a shame 


TT IS 8am on a typical day in New Hamp- 
shire. The school assembly hall in. Ply- 
mouth is packed with children and parents 
who have come to hear John McCain. He 
talks about Vietnam, a war that is ancient 
history to most of the pupils, and about his 
meeting with two (male) rap singers whom 
they all know. (“Busta Rhymes was wearing 
avery nice dress,” he jokes, “Perhaps I could 
` borrow it.”) Two hours later, the children go 
off toclass to discuss what they have learned 
(“that politicians are more interest- 
ing than we thought”, is the consen- 
sus) and Mr McCain leaves to at- 
tenda lunch with the Rotary Club 
of Concord. 

Ashe leaves, his bus passes that 
of Steve Forbes, on his way to a 
meeting with a veterans’ organisa- 
tion in Manchester, the state’s big- 
gest city. Simultaneously, around 
the corner from the veterans’ club, 

Bill Bradley is answering questions 
ata health-care forum organised at 
the University of New Hampshire 

“in; Manchester. By the end of the 
day he will also have pressed the 

- flesh at Lindy’s Diner, an obligatory 
stop for candidates in the state 
(“We've had them all in here over 
the years,” says its owner). Al Gore, 
“who held his own school meeting 
the week before, pops in later. 

As America’s long process of 
picking its president formally gets 
under way next week, the country’s 
tradition of grass-roots democracy 
seems as vibrant as ever. “No 
sooner do you set footon the Amer- 
ican soil than you are stunned by a kind of 
tumult,” Alexis de Tocqueville wrote in 1835. 
“Here the people of one quarter of a town are 
met to decide upon the building of a church; 
there, the election of a representative is going 
on... The cares of political life engross a most 
prominent place in the preoccupation of a 
citizen of the United States.” 

Yet the impression is, in large part, mis- 
‘leading. If you set foot in America now, the 
‘most stunning sentiment seems to be apa- 

~ thy. The country, as Norman Ornstein of the 
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American Enterprise Institute puts it, “is a 
hotbed of social rest”. The share of the elec- 
torate that bothers to vote continues to fall, 
probably to below 50% again this year. In the 
aftermath of the Gingrich revolution, voters 
have switched from hostility towards poli- 
tics to detachment from it. 

But now turn your eyes back to lowa and 
New Hampshire. There, the Tocquevillean 
traditions aré not just alive but kicking. In 
Iowa, which holds a caucus (indirect) elec- 





tion on January 24th, a poll by the Des 
Moines Register, the state’s biggest newspa- 
per, found that one voter in three of those 
likely to participate in the caucuses had met 
acandidate, and one in four had met the can- 
didate he or she plans to vote for. A local joke: 
“What do you think of Al Gore?” “I don’t 
know yet, ’'ve only met him three times.” 

In New Hampshire, which holds a prim- 
ary (direct) vote on February 1st, a poll by 
Dartmouth College found that a third of the 
state’s voters said they were paying a lotof at- 


tention to the race: That is roughly twice the: 
average in the country as a whole (45% says. 
the Pew Research Centre). Among the state’s 
voters, 15% said they had met a candidate, al- 
mosta fifth had been toa rally and am amaz- 
ing 10% had had candidates in their own liv’. 
ingrooms. 

So here lies a contradiction of American 
democracy: that there is vibrant grass-roots 
political activity. in small, atypical. states 
such as lowa and New Hampshire, yet ap 
parent boredom-in the country as 4 whole 
The contradiction has long existed. But thi 
year it has widened even further—probabl 
because of television news coverage. 

Consider the contrast between New 
Hampshire and California. New Hamp-. 


shire’s main local news station covers every” 


candidate every day that he or she spends in 
the:state. The result is that you can hear the’ 
candidates, speaking at length and in their 
own words, frequently for an hour or more a 
day. This gives an incentivefor can 
didates to visit the state, if only for: 
the television time. 
Now look at what happened i 
the governor’s race in California i 
1998, A study by the Annenbe 
`“ School for Communication: at 
University of Southern Calif 
found an average of less than fou 
minutes on the governor's race in: 
all local news broadcasts each: 
night; of the 8,664 hours of such 
broadcasting during the three- 
months before polling day, only... 
0.3% (27 hours) was devoted to the 
race. The campaign still took |. 
place—but in the form of paid tele- 
vision advertising, on which the 
two candidates spent about $60m: 
Marty Kaplan of the Annenberg 
school concluded that “there’s no 
incentive for candidates to-do 
events...If they're not going to get. 
on the air, why bother?...Free me- 
diabasically doesn’texist.” ; 
So two cycles are set in: motion. 
In one, campaigning is done. 
through paid television advertise- 
ments (“the air campaign’); this tends tooth- 
er forms of political activity. In the other, 
“the ground campaign” encourages more TV 
coverage and more true peice 
For this reason, and also because ite 
contests are close this year, the two early 
states are seeing even more political activity. 
Hugh Winebrenner of Drake University in 
lowa reckons that, by the time of the caucus 
vote, the candidates will between them have 
spent more than 7oodaysin the state. In New 
Hampshire Linda Fowler, a professor of gov- =, 
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UNITED STATES 








RICHMOND 


IKE every other state of the union (except 
for ever-awkward South Carolina; see 
Lexington), Virginia celebrated Martin Lu- 
ther King day last Monday, January 17th. In 
the Old Dominion, however, King shared 
the holiday with two odd companions: the 
Confederate generals Robert E. Lee and 
Thomas “Stonewall” Jackson, whose 
bronze statues still stand on guard at the 
white-columned statehouse that once 
housed the Confederate government. 

So it has been ever since 1984, when the 
Virginia General Assembly followed the 
example of the federal government in des- 
ignating for King the Monday in January 
closest to the anniversary of his birth, but 
failed to notice—or thought it did not 
much matter—that since the late 19th cen- 
tury the same day had been dedicated to 
the South’s two most famous generals in 
the war between the states. A hybrid holi- 
day, it was argued, would spare the state 
the expense of providing employees with 
another paid day off. And for some it even 
seemed a conciliatory gesture to put King 
and the generals together. 

Few people (apart from state employ- 
ees) raised any objection to that: until this 
month, when James Gilmore, the Republi- 
can governor, proposed that there should 





In Virginia, three’s a crowd 


be separate holidays for King and the gen- 
erals. The proposal was quickly embraced 
by the author of the original King holiday, 
Douglas Wilder, who was Virginia’s and 
the country’s first elected black governor. 
But many Democrats were suspicious of 
what Mr Gilmore was up to, wondering 
whether he was merely angling tocatch the 
black vote. 

The devil will be in the details. The gov- 
emor has yet to say, for example, whether 
the King holiday should remain where it is. 





It’s King’s day... 





...and Lee’s... 


Virginia’s black delegates and senators 
would like to insist on that, and their 14 
votes could decide the issue if the General © 
Assembly, despite a slight Republican ma- 
jority, splits sharply on the issue. 

Many Republicans are also uncomfort- 
able with Mr Gilmore’s apparent gesture to 
blacks. On King day this year, not one Re- 
publican legislator spoke in King’s honour 
in the Assembly. And white conservatives, 
too, would like the day to stay as itis. To dis- 
mantle it, they say, would needlessly re- 
new racial divisions in Virginia. And cynics 
suspect them of another fear: that Lee- 
Jackson Day, moved to some other date, 
might at length be forgotten altogether. 





...and Jackson’s too 





ernment at Dartmouth College, thinks the 
turnout could be as high as 60%, comparable 
with that in 1992, the last time there were two 
open races—and far above the average even 
for national elections, let alone primary 
votes in other states. 

What should one make of this? The crit- 
ics of the primary process are already com- 
plaining that it shows again that this is no 
way toset about picking the leader of the free 
world. Iowa has fewer than 3m people, New 
Hampshire only 1.2m. Ethnically and eco- 
nomically, they are among the least typical 
states, being 98% white and, in Iowa’s case, 
largely tied to farming. They also tend to pick 
people with no chance of winning the presi- 
dency. In 1988, the eventual nominees both 
came third in the lowa caucuses. 


Why the old way is better 
Yet the 2000 campaign has shown that there 
is much to be said for old-fashioned retail 
politics as practised in the two early primary 
states. To begin with, they have turned ex- 
pected coronations into genuine races. In the 
middle of last year, both Al Gore and George 
Bush were coasting on huge cushions of sup- 
port. Now both are in dead-heats with their 
main rivals in New Hampshire. 

The closeness of the race has helped to 
make the front-runners better, or at least 
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more effective, candidates. In the early 
stages, Messrs Bush and Gore found it hard 
to deliver a coherent message. Mr Gore has 
called 11 different issues his “top priority”. 
But, since he moved his campaign base to 
Nashville and fired half the staff, he has be- 
come a much more formidable campaigner. 
Mr Bush meanwhile has stripped his mes- 
sage down to two themes, taxes and educa- 
tion. In his case, the campaign has also al- 
layed some of the fears that he was not up to 
the job intellectually. Recent debates have 
seen him relaxed and informed, a world 
away from his previous efforts. 

Above all, the campaigns have given vot- 
ersa much clearer sense of the policy choices 
before them. This is largely because the 
closeness of the races has forced candidates 
to take and defend positions earlier than 
they would normally have done. On the 
stump and in the debates, the Republicans 
have done much of their talking about taxes, 
(Mr Bush proposes a $480 billion tax cut over 
five years, Mr McCain a cut of half that sum, 
Steve Forbes and Gary Bauer varieties of a 
flat tax.) The Democrats have said little about 
taxes, concentrating on health care and edu- 
cation. This may not be surprising, but it is a 
useful reminder that, despite the centrist 
character of both parties, there are still signif- 
icant ideological differences between them. 


More important, the campaign has re- 
vealed that the differences within the parties 
are as striking as those between them. As E.J. 
Dionne of the Washington Post and the 
Brookings Institution argues, the Democratic 
candidates see the presidency in very differ- 
ent ways. Bill Bradley, says Mr Dionne, 
thinks a president “should stake out bold 
positions and bring the country round to his 
view.” But Mr Gore thinks America “will re- 
spond more to nudges than to big shoves.” 
So he proposes a long list of modest pro- 
grammes, nota short list of big ones. 

On the Republican side, the differences 
are not just over the size of the tax cut but 
over economic priorities. Mr Bush wants to 
cut taxes first and use the surplus that re- 
mains to finance the transitional costs of re- 
forming Social Security. Mr McCain wants to 
reform Social Security first, setting aside 62% 
of the budget surplus for that (and 10% of 
Medicare), and then use whatever is left to 
cut taxes. This could make a big difference if 
the surpluses were smaller than expected. 

These are vital points, complex in their 
details, and not easily captured in a 30-sec- 
ond tv ad. But that is what you find out 
through months of campaigning in small 
states widely dismissed as atypical. Thank 
goodness for such small mercies. 

a 
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China and the WTO 


Prepare for 
fireworks 


OST Americans associate the World 

Trade Organisation with tear-gas in 
Seattle, and China with all manner of evils. 
So the battle to persuade Congress to ap- 
prove of China’s entry into the wro prom- 
ises to be explosive. 

President Clinton has announced an 
“all-out” effort to win over the sceptics, and 
business lobbyists are making a strong pitch, 
too. But ranged against them is a coalition of 
trade unions, human-rights protesters and 
others who are in fighting spirit since the 
breakdown of last month’s wro summit in 
Seattle. Throw in election-year politics, anda 
possible flare-up in tensions between China 
and Taiwan, and there are all the ingredients 
for a debate as wrenching as that in 1992-93 
over the North American Free-Trade Agree- 
ment (NAFTA) with Mexico. 

Trade with China has long been contro- 
versial. Critics oppose America doing busi- 
ness with a communist, potentially hostile 
power that persecutes dissidents and reli- 
gious groups. Protectionists fret that a flood 
of cheap Chinese imports threatens Ameri- 
can jobs. But for businessmen China is anew 
Promised Land, a rapidly growing market of 
overa billion consumers that promises them 
untold bounties. 

Until now, Congress has dealt with this 
tricky issue by making China’s access to the 
American market conditional on an annual 
vote that is swayed by its human- 
rights record. But, once China joins 
the wro, that has to go. Although 
America could conceivably seek a 
waiver from wTo rules, this would 
be unacceptable to China. So Con- 
gress has to grant China permanent 
access to the American market be- 
fore itcan join the wTo. 

The White House’s plan for get- 
ting a Yes vote has two prongs. The 
first is a “campaign-style” effort to 
convince congressmen of the econ- 
omic benefits of locking in access to 
Chinese markets. Mr Clinton is ex- 
pected to use his state-of-the-union 
message on January 27th to high- 
light his case. The second prong is to 
attack Chinese human-rights 
abuses by other means. It is no coin- 
cidence that the administration an- 
nounced that it would soon be in- 
troducinga resolution at the United 
Nations criticising China’s human- 
rights record only a day after Mr 
Clinton launched the push for the 
wTO vote. 

But opponents of the deal are 
ready for a fight. The AFL-CIO, 
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America’s trade-union federation, not only 
criticises China’s record on labour and hu- 
man rights. It also argues that the deal will 
cost jobs, notably in the politically sensitive 
textile sector, which has been dying for 
years. And it points out that China has failed 
to comply with the other four trade deals it 
has struck with the Clinton administration. 
The arL-c10 has plenty of money and mus- 
cle to support its arguments. It could decide 
to make the China vote a litmus test by 
threatening to deny campaign aid to Demo- 
crats who support the deal. And it could run 
television advertisements and organise a big 
protest march, as it did in Seattle. 

The timing of the vote is still unclear. The 
White House wants a vote as early as possi- 
ble, probably in late April, before the presi- 
dential election campaign heats up. But Re- 
publicans are talking about delaying a vote 
until July, before Congress's August recess, 
yet uncomfortably close to the party con- 
ventions. 

One reason for delay is that Congress is 
loth to vote until the precise terms of China’s 
wTo entry are known. That could take six 
months or longer, since the European Union 
and others have yet to agree entry terms with 
China, and the wro still has to assess China's 
suitability for membership in other areas. 

Delay would suit opponents of Chinese 
entry. In June, the administration has to start 
assessing whether China qualifies for annu- 
al renewal of its access to American markets. 
If the vote on permanent access gets em- 
broiled with this, Congress could be tempt- 
ed to vote for annual renewal and to delay a 
vote on permanent access until 2001, says 
Craig VanGrasstek, who keeps a sharp eye 





Not the nicest trading partner 


UNITED STATES 


on the politics of trade. Republicans could 
thus deny President Clinton a foreign-policy 
success, just as he denied then-president 
George Bush one by opposing NAFTA in 1992. 
It would also suit Dick Gephardt, the 
protectionist leader of the House Democrats. 
Chinese entry to the wro would be set back 
at least a year. This would avoid splits in the 
Democratic Party (and a potential loss of un- 
ion money for some candidates) that would 
jeopardise his hope of winning the five extra 
seats the Democrats need for a majority in 
the House—and for him to become speaker. 


m 





The Supreme Court 


Foot on brake 


Te Supreme Court’s campaign in favour 
of states’ rights has taken a curious turn. 
After ruling that state employees cannot sue 
their bosses in federal court for age discrimi- 
nation, and after giving indications from the 
bench last week that Congress may have in- 
fringed on state prerogatives by allowing civ- 
il suits for rape in federal court, the justices 
have suddenly moved in the opposite direc- 
tion. On January 12th, the court unanimous- 
ly found that yet another federal law, which 
restricted the sale of personal information 
gathered by states when they issue driving li- 
cences, was constitutional, contrary to what 
many state governments, and some lower 
courts, believed. 

Such cases may seem dry, but for legal 
scholars—and, judging by the increasingly 
strident rhetoric, the court itself—the issue of 
federalism is the most exciting one around. 
In the past few years the court’s conservative 
majority has issued a series of decisions 
aimed at rolling back what they see as an 
over-extension of federal power. The oppos- 
ing minority of liberal justices argue that 
these decisions have no basis in the constitu- 
tion, and lambast the majority for judicial 
activism, an accusation usually flung by 
conservatives at liberals. 

Tomany people the key issue in the driv- 
ing-licence case was privacy,and they hoped 
the ruling might open the door to tighter fed- 
eral laws protecting it. But, in a terse opinion 
for the whole court, Chief Justice William 
Rehnquist barely mentioned privacy. In- 
stead, he explained why the Driver's Privacy 
Protection Act of 1994 was constitutional de- 
spite its apparent similarity to other federal 
laws recently overturned by the court. Un- 
like these, he said, the act did not “comman- 
deer” state governments into administering 
a federal regulation or enacting any laws, but 
regulated state governments directly as 
owners of databases, a proper exercise of 
Congress's authority. 

So does the decision draw a clear line be- 
yond which the states-rights supporters on 
the court will not go, and signal a truce in the 
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UNITED STATES 


struggle over federalism within the court? 
This seems unlikely. The distinctions the 
chief justice draws are not as clear as he 
claims. The Fourth Circuit Court of Appeals, 
a keen supporter of the Supreme Court’s re- 
cent federalism rulings, thought that it was 
applying these correctly in rejecting the law, 
a view shared by many state governments. 

Moreover, the court’s federalism rulings 
as a whole seem incoherent. Its attempts to 
restrict the scope of the constitution’s com- 
merce clause, which Congress has used to 
pass a mass of legislation, are intellectually 
defensible, but they have so far failed to de- 
fine with much clarity the acceptable limit of 
federal power over interstate commerce. 

Other rulings now make it impossible 
for state employees to sue their employers in 
federal or state court, unless the state agrees, 
under federal laws protecting overtime pay 
or banning age discrimination. Firms have 
also been barred from suing states for patent 
or trade-mark infringement, all on dubious 
uth-amendment grounds, although the 
amendmentexplicitly gives states immunity 
only from suits by citizens of other states or 
foreigners, not by their own citizens. This has 
created two classes of employees: those in 
private firms, who can sue their employers 
under these federal laws, and state employ- 
ees, whocan't. 

The logic of the court’s reasoning in these 
cases should have led it to overturn the fed- 
eral laws themselves, not just limit state li- 
ability to suits brought under them. Yet it has 
not done so. This may be because the keenest 
states-righters on the court do not yet have 
the votes for so bold a step. But there may be 
a bigger problem, too. “They know what di- 
rection they want to go in, but I don’t think 
they yet have a theory to guide them,” says 
Douglas Kmiec, a law professor at Pepper- 
dine University in California. “They're really 
still struggling to come up with definitions of 
state and federal functions.” 

—— a 





Relations with Mexico 


Just show them 
what to do 


SAN DIEGO 


MERICA'’S truckers—long-distance lorry 
drivers, to Europeans—fancy them- 
selves the denim-clad kings of the open road. 
But in Otay Mesa, just inside California’s 
border with Mexico, the drivers are doing 
more lolling in the parking lot than rolling 
down the highway, and are eating up more 
burritos than miles. For this leisure, they 
have election politics and the muscle of their 
trade union, the International Brotherhood 
of Teamsters, to thank. 
Back in October, when most of the big 
American unions gave their official support 
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Not exactly what NAFTA is all about 


to Al Gore in his bid to become the Demo- 
cratic candidate for the presidency, the 
Teamsters, one of America’s most powerful 
unions, withheld its endorsement. Among 
the worries that James Hoffa, the Teamsters’ 
leader, voiced to President Bill Clinton was 
the threat to his members of competition 
from Mexican lorries. Under the North 
American Free-Trade Agreement, American 
roads were due to be opened to Mexican lor- 
rieson January 1st. But the administration let 
the deadline pass because, it said, of its con- 
cern about Mexico’s lower safety standards. 
The Teamsters will think again about en- 
dorsing Mr Gore on January 26th. 

Four years ago the American govern- 
ment also cited safety concerns to block an 
earlier step towards free transport between 
the two countries. (In retaliation, Mexico 
blocked American trucks too.) In December 
1995 the four American and six Mexican 
states along the border were due to be 
opened to international lorry traffic. At the 
last moment (and also at a delicate stage in a 
presidential election campaign), Mr Clinton 
announced that only a narrow strip would 
be open to Mexican trucks in each state, al- 
lowing them to transfer their loads to Ameri- 
can lorries but not to deliver the loads them- 
selves. 

Without free passage across the border,a 
costly and inefficient system is used to han- 
dle the transfer of goods by road. Sometimes 
a truck from one country will travel a few 
miles into the other, and there transfer its 
load toa native lorry. More often, the transfer 
is done by one of the short-haul “drayage” 
firms which run lorries the short distance be- 
tween loading and unloading sites and 
warehouses on both sides of the border. This 
is fine business for the drayage firms and the 
warehouse operators (often the same peo- 
ple), but does little good to anyone else. Be- 
sides adding to the cost of imports in both 
countries, and cutting down the number of 
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perishable goods that can be 
moved, it makes the local air 
stink as hundreds of diesel lor- 
ries sit with engines chuntering 
for hours on end while the 
complicated transfer arrange- 
ments are made. 

Anyway, is it true that 
Mexican lorries are more dan- 
gerous than American ones? 
Yes, say the Teamsters: the 
Mexican ones have to meet 
fewer and lower safety stan- 
dards. They cite Department of 
Transportation research which 
says that 41% of Mexican lorries 
inspected at the border late last 
year failed to meet their neigh- 
bour’s safety standards. Not 
good. But then, in a set of na- 
tionwide tests, the United 
States’ Federal Highway Ad- 
ministration found in 1998 that 
American lorries failed to come up to stan- 
dard 25% of the time. That is no huge margin. 

Even more striking is the breakdown of 
the statistics for Mexican lorries according to 
which of the four American states on the 
border they arrive at. In California, which 
has the most stringent testing procedures (it 
spent $25m building checkpoints in prepara- 
tion for the border opening), the failure rate 
for Mexican lorries is now 28%, barely worse 
than the American national rate. 

When rigorous testing began at the Cali- 
fornia border, Mexican lorries failed there as 
often as 75% of the time. But as Mexico’s haul- 
age firms began to feel the economic price 
they paid for this, they tightened up their 
maintenance. Californian officials helped 
by training Mexican safety officers to inspect 
the vehicles properly. On the other hand 
Texas, which finds the highest proportion of 
Mexican lorries (50%)notin compliance with 
American safety regulations, has the laxest 
enforcement. California, which admits less 
than a quarter of the total lorry traffic across 
the border, employs 47 full-time inspectors. 
Texas, with over two-thirds of the traffic, has 
only 37 part-timers. California’s success sug- 
gests that Mexican lorries are not inevitably 
more dangerous than American ones. 

The Teamsters’ economic argument— 
that Mexican drivers paid $2 an hour will 
take work away from their members, who 
earn $18 an hour—may also be weaker than 
it looks. Some Mexican drivers fear that they 
will lose work within Mexico once American 
lorries start coming into their country, since 
the greater efficiency of American drivers, 
and the superior average performance of 
their vehicles, cancels out much of the hour- 
ly-pay difference. It may, however, take a Re- 
publican president from a state that borders 
on Mexico to give those cheerful knights of 
the road passing the time of day in Otay 
Mesa achance to find where the truth lies. 
= 
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Play with more 
intelligence. 





The fun is back. Kids of all ages are into video games like never before. In fact, 
microchip technology has transformed almost everything about home entertain- 
ment, making products better and smarter than ever. 






STMicroelectronics supplies billions of microchips for a broad spectrum of digital 
i consumer products, particularly for advanced systems, such as digital cameras, DVD, 

HDTV, and set-top boxes. 

That makes §T a major player in the digital revolution. 


We put more intelligence into everything. 


STMicroelectronies formerly SGS-THOMSON) « A world leader in semiconductors for consumer products, automotive, telecommunications 
computer peripherals, industrial automation and control systems + Ninety-five locations on five continents e www,st.com 








UNITED STATES _ 
Biological warfare 


America the unready 


NEW YORK 


Biowarfare could be the worst terrorist threat of all 


OES America really face the possibility 
of a biological Armageddon? Since aBC 
News broadcast a television horror story in 
October—terrorists tossing bottles of an- 
thrax spores on to the tracks of some un- 
named American city’s underground rail- 
way, releasing an invisible cloud of lethal 
bacteria that would kill 50,000 people within 
a week—nerves have been tingling even 
more sharply. The programme, asc made 
clear, was pure fiction, like Orson Welles’s 
apocalyptic radio tale of alien assault in 1938. 
Yet many viewers complained that the net- 
work was encouraging potential terrorists. 
Others accused it of unnecessary theatrics. 
The secretary of defence, Bill Cohen, 
seems to take the matter seriously. He said re- 
cently that, if a biological attack did come, 
the contagion could spread _horrifyingly: 
doctors would be able to offer little relief, 
hospitals might become warehouses for the 
dead and dying. “This is not hyperbole,” Mr 
Cohen insisted. The head of the rai, Louis 
Freeh, talking to the Senate last year, includ- 
ed biological weapons among the instru- 
ments of mass destruction that terrorist 
groups might well want to use. 

Yet the head of Mr Freeh’s domestic-ter- 
-rorism unit, Robert Burnham, considers the 
__ tisk ofa biological attack to be relatively low 
{though he worries about a loophole in fed- 
eral law that makes the possession of bio- 
‘weapons like anthrax perfectly legal). And 
_ the sceptics point out that America’s armed 
- forces, understandably wanting more mon- 

ey to protect the country against such hor- 


__rors,are unlikely to play down the danger. 


One anti-sceptic is Donald’ Henderson, 
director of the Centre for Civilian Biode- 
fence Studies at Johns Hopkins University, 
who believes that the threat of bioterrorism 
has increased in recent years. He dismisses 
the widely held view that the scientific ex- 
pertise required to produce and disperse le- 
thal organisms is within the reach of only the 
most sophisticated laboratories. “Recipes 
for making biological weapons are available 
on the Internet,” he argues, “and even groups 
with modest finances and basic training in 
biology and engineering could develop an 
effective weapon at little cost.” 

The Japanese cult-group Aum Shinrikyo 
is best known for its 1995 sarin gas attack on 
the Tokyo subway system, but it is believed 
that it also planned to use biological weap- 
ons against American troops in Japan. Its ar- 
senal is said to have included large amounts 
of nutrient media, botulinum toxin and an- 
thrax cultures, besides drone aircraft 
equipped with spray tanks. 
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Dr Henderson says that 
two familiar microbes, small- 
pox and anthrax, are the most 
formidable threats. Anthrax, 
with a fatality rate of 80-90%, 
could knock out an entire city. 
Smallpox is also a killer of 
mind-boggling proportions: 
when the campaign to eradi- 
cate it began, in 1967, itwas kill- 
ing 2m people a year. And, un- 
like anthrax, smallpox is a 
highly communicable disease; 
itcan spread like wildfire. 

For the most part, small- 
pox was exterminated decades 
ago. That has a benefit and a disadvantage. 
The benefit is that “casual” terrorists would 
have great difficulty getting hold of it (offi- 
cially, the only remaining stocks are held at 
one laboratory in America and one in Russia, 
though there are probably a few secret 
hoards in military laboratories around the 
world). The disadvantage is that the disease’s 
disappearance means that there is not much 
vaccine around. The United States stopped 
vaccinating people in 1972, and about 90% of 
the population now lacks smallpox immu- 
nity. A major city could quickly be overrun 
by a disease in which one out of three people 
would die. 

It would not take many such outbreaks 
to overwhelm the country’s medical system. 
The Centre for Civiliam Biodefence Studies 
says that, even if at first only 50 people were 
infected, the result could be a nationwide 
epidemic. Cities lack the isolation facilities 
needed to prevent the contagion spreading. 
In Washington, pc, for example, there are 
only about 100 hospital beds that could pro- 
vide proper isolation of infected patients. If 
your spine is not yet tingling enough, reflect 
that the United States possesses nowhere 
near enough reserves of smallpox vaccine. It 
currently has about 15m doses to hand, but 
maybe only about half of these are usable. If 
more vaccine were needed, it would take up 
toa year to produce: at present no manufac- 
turing capacity exists. 

All this points to a serious gap in the 
country’s preparedness to deal with a bio- 
logical-weapons threat, despite the Clinton 
administration’s efforts to increase anti-ter- 
rorism spending over the past two years. Ac- 
cording to some doctors, the problem is 
partly one of priorities. Testifying to Con- 
gress recently, Tara O'Toole of the Johns 
Hopkins University School of Public Health 
said that anti-terrorism programmes have 
concentrated chiefly on the threat posed by 





conventional explosives or chemical weap- 
ons. Yet biological terrorism may not only be 
likelier than before; it is also far more threat- 
ening than either explosives or chemicals. 
Whereas the worst effects of a chemical or 
explosive attack are soon over, the devasta- 
tion following a smallpox or anthrax out- 
break can continue for weeks or months as 
the contagion goes on spreading. 

Aneffective response would need lots of 
money. Yet for the current fiscal year the De- 
partment of Health and Human Services is 
requesting only $230m out of a total anti-ter- 
rorism budget of $10 billion—much less than 
President Clinton asked for when, 18 months 
ago, he announced a plan for a national re- 
sponse to terrorist incidents involving chem- 
ical or biological weapons. 

Ms O'Toole says that hardly any Ameri- 
can cities have practised their response to a 
biological attack. Even when bioterrorism 
scenarios are considered, she claims, hospi- 
tal leaders and public-health experts are fre- 
quently excluded from the training spon- 
sored by federal agencies. She wants the 
government todo much more to develop na- 
tional pharmaceutical and vaccine stock- 
piles and to improve cisease-surveillance 
systems. Michael Osterholm, a former Min- 
nesota state epidemiologist, is even blunter. 
“We have a substantial national response to 
terrorism. The problem is they forgot to in- 
clude a meaningful biological component.” 

Asmall military task force has now been 
set up, under Brigadier-General Bruce Law- 
lor, to help the civilians work out what to do 
if the worst happens. Yet perhaps even this 
does not address the real nightmare—that a 
genetically engineered pathogen might be 
set loose deliberately. Agamst that there 
would be no vaccine, and probably no 
handy antidote. And genetic technology is 
getting cheaper by the day. 
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Drive with more 
intelligence. 
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Sometimes a thrill is all you expect when youre behind the wheel. But in a real car 
on the open road, you expect much, much more. Even intelligence 






That's why you'll find ST microchips in one of every three new cars made in the 
r world today. 

Chips for engine control, braking. security, navigation, entertainment, information 
and more. Today, electronics represent 15% of the cost of a new car. And with uses for 
microelectronics accelerating rapidly, within five years cars will probably have greater 
microelectronic content than PC's. 

More intelligent cars. Now that’s a real thrill. 


We put more intelligence into everything. 


ST Microelectronics formerly SGS-THOMSON) « A world leader in semiconductors for consumer products, automotive, te lecommunications 
computer pt ripherals, industrial automation and control systems + Ninety-five locations on five continents +e www,st.com 








LAGS come in primary colours, and the qualities they symbol- 

ise are primary too: patriotism, heritage, valour, purity and jus- 
tice (those last three are what the red, white and blue embody). 
Flags attract feelings of visceral acclamation or disgust; whenever 
they are waved, you do not expect balanced judgment. 

America suffers such outbreaks more than most countries be- 
cause the Stars and Stripes is a sacred object, not just a building 
decoration. Americans pledge allegiance to their country through 
the flag. Almost four households in five own an Old Glory, per- 
haps because it is a rare symbol, like the Pledge of Allegiance itself, 
of a fissiparous country’s unity. America is one of the few democ- 
racies seriously to debate a constitutional ban on desecrating the 
flag, a proposal that passed the 
House of Representatives, though 
not the Senate. 

To do serious damage to the 
Stars and Stripes is not, to be hon- 
est, on many Americans’ agendas. 
Not so with the flag of the Confed- 
eracy, which still flutters defiantly 
in some places. In South Carolina 
this week, nearly 50,000 people 
marched to the state capitol to de- 
mand that the Confederate flag 
which flies there be taken down 
because it is a symbol of slavery. 
This was the largest civil-rights 
march for decades. State legislators 
(who alone can get rid of the flag) 
claimed itis a symbol of the South's 
distinctive heritage and swore that 
they would not be pressurised into 
any action. The argument then 
turned into a campaign dispute, 
with Republican presidential can- 
didates tying themselves into knots 
as they sought not to offend local voters in the weeks before the 
state holds its Republican primary on February 19th. 

The bitterness of the arguments is a reminder that America’s 
historical experience still shapes the country in a more powerful 
way than most Americans like to think. People pride themselves 
; -on being open to new ideas, History is bunk. The Internet changes 
everything. Yet such attitudes form only part of the overall nation- 
al picture. Elsewhere, history still matters, for good and ill. In the 
Supreme Court, for instance, the justices have been debating for 
years the virtues of “originalism”, a doctrine which says that in 
testing the constitutionality of modern law, the court should re- 
turn to what the framers of the constitution originally meant in the 
late 18th century (as if anyone could know). And in South Carolina, 
while supporters of the flag talked of the state’s distinctive history, 
the protestors carried banners saying: “Your heritage is my slav- 
ery”. This is, in large part, an argument about the past. 

Of the historical experiences shaping America, slavery still 
lurks most peisonously in the bloodstream. Of course, that partly 
reflects the enormity of the system itself and the scale of the can- 
flict that ended it: the Civil War (which began in South Carolina) 
was the first modern war. 

But it also reflects a failure of political leadership over many 
years. Other countries—notably Germany—have come to terms 
with yet worse horrors in a far shorter time. They have done so 
partly because leaders have moved the country away from the 
poisonous parts of its history. When Americans look at conflicts 











The trouble with flags 


abroad—in South Africa, say, or Northern Ireland, or Kosovo and 
Bosnia—they expect the same thing. They want to see national 
leaders cajole and persuade reluctant populations towards recon- 
ciliation. And when the elites start talking about “heritage”, or cul- 
tural particularism, this is impatiently recognised for what it is: 
code for damaging nostalgia or cultural divisiveness. 

By this standard, therefore, the reaction of the local South Car- 
olina legislators is disappointing, but perhaps not surprising. They 
started flying the Confederate Southem Cross not in 1860, when 
the state seceded from the union, but in 1962, as a reaction to the 
civil-rights legislation of the time. So their current attachment to it 
smacks more of nostalgia—and deliberate defiance of black feel- 
ings—than the inescapable clutch- 
es of history. But they are the local 
leaders, and have the last say. 

The bigger failure has been on 
the part of the national ones, espe- 
cially the Republican front-run- 
ners. (Both Democratic candidates 
said the flag should come down;so 
did Bill Clinton.) George W. Bush, 
the governor of Texas, refused to 
take sides in the dispute, arguing 
that it was just a local issue, like 
some state zoning law. This was 
fairly unconvincing to begin with. 
It was compounded because Mr 
Bush has not hesitated to express 
his opinions about other state dis- 
putes which seem just as local, 
such as the decision by the Ver- 
mont Supreme Court to recognise 
gay marriage at the end of last year 
(he’s against that). “Compassion- 
ate conservatism” now seems con- 
sistent with the Confederate flag. 

John McCain’s views were both better and worse. Better, in 
that he justified his unwillingness to get involved by citing a rele- 
vant case in Arizona, that of the Martin Luther Kingholiday, where 
outside pressure made locals more resistant to the idea. He also 
said he found the flag offensive. But he then flip-flopped, saying 
first that he saw the flag as a symbol of heritage, then that by “heri- 
tage” he had meant that of his family (who came from Mississippi, 
and included fighters for the Confederate side), not the Confeder- | 
ate states. In a man with a reputation for straight talking, this | 
seemed disturbingly weasel-like. | 

In 1992, Bill Clinton showed himself to bea new sortof Demo- | 
crat when, in front of a largely black audience, he criticised a pop- | 
ular rap-singer called Sister Souljah for her violent anti-white | 
opinions. By doing so, he earned wide respect for facing down dis- | 
tasteful elements in his own party. Mr Bush was credited witha | 
“Sister Souljah moment” last year when he criticised the Republi- 
can-led Congress for reducing anti-poverty programmes. But this | 
was too generous. Both he and John McCain have flunked their | 
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true Sister Souljah moment, which came in South Carolina this 
week. As the dispute rumbles on, they might ponder the fate of 
their Republican colleague who also allied himself with the “heri- 
tage” wing of his party: Pete Wilson, the governor of California 
who backed the anti-immigrant Proposition 187 and found that 
the California Republican Party was destroyed in the next elec- 
tion. Sometimes, looking beyond your narrow base is not just the 
right thing to do. Itis electorally wise as well. 
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Chile buries its political 
ghosts—some of them, anyway 


SANTIAGO 


By electing its first socialist president since Allende, Chile has broken one 
taboo. The expected return of General Pinochet will challenge another 


AR horns were honked. The red, white 

and blue Chilean flag was draped out of 
windows, trailed from cars and waved in the 
streets. It was one of the biggest spontaneous 
political celebrations Chile had seen since 
1988, when General Augusto Pinochet lost 
the plebiscite that ended his rule. The elec- 
tion on January 16th of Ricardo Lagos, a soc- 
ialist, as Chile’s new president was a mom- 
ent of jubilation, but also of relief. 

Mr Lagos’s victory, which secures for the 
centre-left ruling coalition, known as the 
Concertacion, its third term of office, was a 
close call. After failing to win an absolute 
majority in the first round in December, Mr 
Lagos squeaked one this time, winning 51.3% 
of the votes, just 187,000 more than his right- 
wing rival, Joaquin Lavin. Mr Lagos owes his 
second-round success in part to the backing 
of minority left-wing candidates, including 
that of the Communist Party. 

Close as it was, the election was never- 
theless a landmark. It helps lay to rest two 
political ghosts that have haunted the coun- 
try since General Pinochet's 17-year dictator- 
ship: the right's fear of a socialist president, 
and a more general popular mistrust of the 
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right’s democratic credentials. 

Although Chileans are plainly at ease 
with the centre-left coalition, which will 
once again form their government, the previ- 
ous two Concertacion presidents, Patricio 
Aylwin and Eduardo Frei, were both centrist 
Christian Democrats. Now, and for the first 
time since Salvador Allende, whose disas- 
trous Marxist government ended in General 
Pinochet's 1973 military coup, they have 
elected a socialist. 

In large part, this shows how far the so- 
cialists have themselves changed. Whatever 
he may call himself, Mr Lagos believes in a 
modernist mix of social protection and mar- 
ket reform. As President Frei’s public-works 
minister until 1998, Mr Lagos oversaw a 
roads programme based on private conces 
sions that brought him into close contact 
with private industry. He is pretty well 
trusted by businessmen, even though they 
dug deep into their pockets to finance his ri- 
val, Mr Lavin. 

As if to confirm his free-market convic- 
tions, the president-elect declared this week 
that he would push for full membership of 
Mercosur, the South American free-trading 


block, of which Chile is an associate. Mr 
Lagos was also bullish about the economy, 
reiterating his forecast of growth of 6-6.5% 
this year as the country rebounds from last 
year’s recession. 

Despite the voters’ rejection of the con- 
servative candidate, the narrowness of this 
week’s vote showed how far the right has 
managed to shake off its past and eam itself 
respectability. Under the leadership of the 
telegenic Mr Lavin, himself a former adviser 
to General Pinochet, the right has distanced 
itself from the general and his regime, and 
become less confrontational. 

Its next test will be the municipal elec- 
tions due in October. Mr Lavin, a former 
mayor of Santiago’s prosperous Las Condes 
district, will almost certainly be there to lead 
his troops, probably running in one of the 
city’s less posh boroughs. Though the Con- 
certacion is currently strong in local govern- 
ment, Mr Lagos will need to breathe new life 
into the ruling coalition at national level if he 
is to stem a seepage of local votes to the 
newly moderate right. 

There is still one troublesome ghost, 
however, that Chile has yet to bury. That is 
General Pinochet himself, whose expected 
return from Britain shortly could yet cause 
the new Lagos government some embarrass- 
ment. Just five days before the presidential 
election, and too late to affect the vote, the 
British government declared that General Pi- 
nochet, who was arrested in London 15 
months ago on human-rights charges filed 
in Spain, was too ill to face trial. He is expec- 
ted home any day. 

This will not necessarily be the home- 
coming the former dictator would like. Much 
has changed in Chile since he left. Voters 
have grown tired of the long-running saga of 
his arrest and politicians of all colours, more 
comfortable in his absence, privately hope 
that, as Chileans are fond of putting it, “God 
will soon remember him.” 

In principle, the general is entitled to take 
up again the seat-for-life in the Senate that 
was awarded to him by his own regime, and 
which he occupied in 1998 after stepping 
down as head of the army. In reality, his po- 
litical isolation, if not his health, could pre- 
vent his doing so, which would save the new 
governmenta few red faces. 

More tricky, however, is the question of 
his facing justice in Chile. Polls show that a 
majority of Chileans believe the general 
should stand trial on the almost 60 cases 
filed against him in the Chilean courts. In his 
victory speech this week, Mr Lagos made a 
veiled reference to equality before the law, 
which was enough to prompt the 60,000- 
strong crowd to chant: “Try Pinochet! Try 
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Pinochet” He said later that this was a mat- 


ter for the courts. 

The chances of the general facing trial, 
however, are slim. Juan Guzman, an appeal- 
court judge investigating the cases against 
General Pinochet, plans to question him 
once he is home, Yet the judge too could well 
decide that heis unfit tostand trial. If govern- 
ment doctors confirmed this, the general 
would be off the legal hook once again. 

Even if the general were declared fit for 
trial, he is bound in layers of protection that 
would be hard to peel away with any speed. 
First, as a senator-for-life he enjoys special 
privileges that make it difficult to bring char- 
ges against him. The Supreme Court, which 
is independent but not immune to political 
pressure, would have to strip him of that 
post before he could be charged. Second, any 
prosecution would have to get round the 
1978 amnesty law, which covers political 
crimes committed in 1973-78—though it is 
proving less watertight than originally in- 
tended. Lastly, even human-rights lawyers 
concede that the evidence to link the general 
directly with his dictatorship’s crimes is not 
firm. The chances are that the legal wran- 
gling, to the increasing bafflement, if not 


- boredom, of most Chileans, would outlive 


the general himself. 
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Venezuela 


Death on the 
beach 


U KARACAS 


JN THE aftermath of last month’s devastat- 
& ing floods and landslides, which flattened 
_- most of the tiny coastal state of Vargas and 
_ killed up to 30,000 people, Venezuela has 
been trying to assess what went so dread- 
fully wrong. One alarming allegation to have 
emerged, which is rapidly becoming a politi- 
cal embarrassment, is that soldiers and na- 
tional guardsmen patrolling after 
the disaster embarked on an unoffi- 
cial “shoot-to-kill” policy. 

When the mudslides and floods 
struck, utter chaos broke out. De- 
spite widespread looting and—it is 
said—-rape, kidnapping and mur- 
der, President Hugo Chavez did not 
impose a curfew. He did, however, 
send in the soldiers to restore order, 
including units from several outfits 
notorious in the past for brutalities. 
Faced with the disarray and disor- 
der, the army itself imposed a de 
facto dawn-to-dusk curfew. Italso, it 
is now alleged, implemented an 
unauthorised shoot-to-kill policy 
against presumed criminals, 

Ina report that was released ear- 
lier this month by Provea, a human- 
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rights body, an unnamed member of the se- 
curity forces is quoted as. saying: “This is an 
emergency and we can do whatever we 
want.” The report documents several dozen 
murders that took place in late December 
after the disaster. Reporters have corrobor- 
ated these allegations. So has the ombuds- 
man for the state of Vargas. 

So far, the government has lashed out at 
those making the charges. Mr Chavez has 
described the report as “superficial and irre- 
sponsible”. Human-rights groups should go 
and talk to the 94,000 people rescued by the 
army, snapped General Raul Salazar, “and 
not just to the four or five who complained.” 
Though the president has now ordered an 
investigation, he continues to declare that 
not a shred of evidence has so far been 
found. Why, he asked in his weekly radio ad- 
dress on January 16th, has none of the rela- 
tions of the alleged victims come forward? 

The reason these reports stir such unease 
is that Mr Chavez, a former paratrooper, has 
repeatedly declared that the rights of man 
are better protected in Venezuela under the 
recently approved 1999 constitution than 
anywhere else in the world. Yet, already, 
there are suspicions about the independence 
of the bodies supposed to act as checks on 
the government. Last month, taking advan- 
tage of its extraordinary powers, and while 
the country was wholly distracted by the di- 
saster, the constituent assembly elected to 
draw up the constitution nominated a raft of 
officials to public bodies, including the na- 
tional ombudsman, the state prosecutor, the 
electoral authorities, the comptroller-gen- 
eral and the Supreme Court. 

For now, Mr Chavez still seems hugely 
popular. He may continue tobe so, even ifan 
investigation were to substantiate the allega- 
tions. But his reputation would be seriously 
damaged. After all, it is Mr Chavez himself 
who has often claimed that popular outrage 
over the killing by security forces of rioting 
civilians in February 1989 helped trigger the 
“revolution” that catapulted him into the 
presidential palace nearly a decade later. 





‘Guatemala _ 







Portillo's 
progress 


MEXICO CTY 


AN Guatemala get the army out of its 

system? That is the first, and perhaps 
biggest, challenge facing Alfonso Portillo, 
who was swom in as president on January 
14th. The country’s 36-year civil war 
spawned a powerful army which developed 
links with paramilitary groups, set up a far- 
reaching intelligence apparatus, controlled 
civilian policing, and influenced politicians 
through its elite presidential security directo- 
rate, the emr. Reducing the army’s power 
was a central part of the peace deal sigried in 
1996 by Mr Portillo’s predecessor, Alvaro 
Arzu, and Guatemaia’s left-wing guerrillas. 
Mr Arzu failed to carry out many of the re- 
forms. Will Mr Portillo do any better? 

Originally a left-winger who spent 
much of the war in exile in Mexico, Mr Por- 
tillo has hopped increasingly rightwards 
from one political party to another, finishing 
up in the unlikely bosorn of the Guatemalan 
Republican Front (Frc). Unlikely, because 
the Frc’s founder is General Efrain Rios 
Montt, a military dictator who grabbed 
power in acoupin 1982, and whose brief per- 
iod of rule saw some of the war's worst bru- 
talities. Now, though barred from running 
for president, the general is the rrc’s leader 
in Congress—and it has 64 of the 113 seats. 

The new government is a fine balance 
between Mr Portillo’s cronies, and those of 
General Rios Montt. They have about equal 
support among the Frc in Congress, In the 
new cabinet, power has been shared out too. 
Among the general's people are the vice- 
president and the foreign and economy 
ministers, Mr Portillo's lot include the minis- 
ters of finance, the interior and defence. 

Curbing the influence of the army de- 
pends in part on that of General Rios Montt. 
Ordinary Guatemalans mutter that he is the 
real force behind the presidency: one recent 
poll found that three-quarters of Guatema- 
lans think the general holds the strings of 
power. Indeed, a last-minute row within the 
FRG about cabinet posts, just before the 
swearing-in of the president, showed that he 
would not be pushed around. 

There are a few encouraging signs. The 
general himself took pains toremark that his 
first job as leader of Congress would be to 
push through a bill of 15 army reforms, 
among them plans to abolish the emp and to 
allow civilians to head the defence minis- 
try—two of the peace deal’s central require- 
ments. Even so, Mr Portillo has made an 
army colonel, Juan Estrada, his interim de- 
fence minister, and seems to be winning ap- 
proval for it. Not only does Colonel Estrada 
appear to have a clean war-time record, but 
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Old cars never die—in Cuba 


HAVANA 


6c HAT do you think of my little 

car?” shouts Ezra proudly above 
the rattle of the engine and the roar of pass- 
ing traffic. His little car is a 25-year-old 
Dodge with windows that will not close 
unless you grip the glass and heave it up. 
One door opens only from the inside, an- 
other only from the outside; none of them 
locks. On the dashboard, needles lie coma- 
tose on their dials. “You should have seen it 
when I boughtit,” remarks Ezra jovially. “It 
was in a deplorable condition.” In the 
country where it was made, such a car 
would be worth less than its weight in 
scrap metal. But this is Cuba. Ezra paid 
$4,300 for it—and had to spend another 
$200 just to get it to start. 

Along with cigars and Che Guevara, 
clapped-out cars are one of Cuba’s most 
potent symbols. From hulking great Ameri- 
can gas-guzzlers that date from before Fidel 
Castro’s 1959 revolution, to less glamorous 
but equally decrepit Ladas and Volgas im- 
ported from the former Soviet Union, 
many of these vehicles seem to be held to- 
gether only by their paintwork. A micro- 
cosm of Cuba’s warped economy, the car 
market, controlled by tight laws, is weirdly 
distorted: a car is valued less by its age, im- 
age or condition than by its legal status. 

Apart from companies, the only Cu- 
bans who can get permission to buy a new 
imported car are members of select groups, 
such as artists and diplomats; and they can 
sell it only to fellow members of that group. 
Foreigners too can buy new cars, but must 
sell them only to other foreigners. Com- 
mon folk who own cars usually get them as 
government favours, and are not allowed 
to sell them—except, naturally, back to the 
government. 

Hence the predominance of vintage 
models on the streets. The only cars that 





have a traspaso, a permit that enables the 
vehicle to be traded freely, are those that 
date from before the revolution, and those 
that were bought, with special permission, 
to replace a pre-revolutionary model. As 
more of these museum pieces reach the 
point of no repair, the prices of the remain- 
ing ones edge higher. Cars without a tras- 
pasoare boughtand sold on the black mar- 
ket, but at a discount because of the risk 
involved; the original owner, whose name 
remains on the official papers, might sud- 
denly demand his car back. A car worth 
$2,000 without a traspaso might fetch 
$3,500 with one. 

Cuban car prices also defy concepts 
like prestige and image. Most Cubans care 
more about whether their car works than 
whether it will sell for a fortune to a vin- 
tage-car dealer when the United States 
eventually lifts its trade embargo, or how 
cool it looks cruising—or rattling—down 
the street. Ladas, for example, which in 





My other car’s a Lada 


Western Europe became an emblem of 
shoddy communist manufacture, are in 
great demand because they and their spare 
parts are relatively plentiful. In Cuba, a 
Lada in good condition will fetch up to 
$4,000 without a traspaso, and an aston- 
ishing $9,000 with one. The classic 1957 
Chevrolet, by contrast, will not bring much 
more than $5,000. 

Cars, and the struggle to maintain 
them, help glue Cuban society together. 
Everybody is an expert. Whenever a driver 
stops to repair his car, bystanders gather to 
offer advice. Others shout it out as they roll 
by in their cars without stopping. 

Once you have your precious set of 
wheels, however, keeping them on the 
road is not cheap. Getting fuel often de- 
pends on knowing the pump attendant, 
since petrol is tightly rationed. At the petrol 
station, it costs 60 American cents a litre. 
From a plastic jerry-can on the street, a less 
reliable source, it might go for 50 cents. Giv- 
en that the average wage is around $10 a 
month, it is a tribute both to Cubans’ inge- 
nuity, and to their desperation, that any of 
them manage to run a car at all. 





the installation of a colonel as head of the 
armed forces has meant the automatic exit 
of the 19 generals and one vice-admiral who 
outranked him, freeing jobs for younger, 
more reformist officers. 

It will be a tough enough job for Presi- 
dent Portillo to push the army reforms 
through Congress. It will be harder still to im- 
plement them. But perhaps the most diffi- 
cult task of all will be to bring members of 
the armed forces to justice for crimes com- 
mitted during and since the war. 

The best-known case is the murder of 
Bishop Juan Gerardi, who headed the Cath- 
olic church’s human-rights office. He was 
bludgeoned to death in April 1998, two days 
after publishing a 1,400-page report that 
blamed the army and its collaborators for 
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90% of the war’s brutal crimes. Since then, 
prosecutors have collected evidence of army 
involvement in his killing, including DNA 
tests indicating that Emp members were pre- 
sent at the murder. Many people looking into 
the case have received death threats, after 
which one judge, one prosecutor and at least 
three witnesses have fled the country. 

Even the cautious United Nations mis- 
sion in Guatemala, there to oversee the im- 
plementation of the peace deal, has now 
joined the clamour.In a human-rights report 
published earlier this month, it declares that 
the army’s own parallel investigations of the 
Gerardi murder, and of several others with 
suspected political motives, have served 
only to “prejudice, mislead and confuse the 
work of the prosecutor’s office”. It points to 


other clues that the directorate, ar people 
linked to it, were involved in the crime and in 
covering it up. The report also documents a 
sharp increase in the number of failures to 
follow proper legal procedures last year; a 
quarter of those, it says, were due to the “ob- 
struction by state agents of the work of the 
police, prosecutors and the judicialsystem.” 
The failure to find Gerardi’s killers, said 
President Portillo at his swearing-in, was “a 
national disgrace”. He says he will ensure the 
murder is solved, no matter where the trail 
leads. The church’s human-rights office has 
given him six months. If he meets that chal- 
lenge, the new president may start to per- 
suade Guatemalans that they are truly wak- 
ing from the long nightmare of military rule. 
Ly . 
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You can read about China 
from the outside, but success 
depends on the inside... 


Annually the dynamics of the Chinese market, already the world's largest, calls for an in 
depth programme of analysis for snort and long term business strategy. CEIBS, the 
China Europe International Business School, China's leading busines 





hool, orovides 





this unique programme to introduce and update inside knowledge on the Chinese 





narket to corporate Executives, in vate an assessment of current developments in 
both commerce and politics. You've read the opinions, studied the facts and figures, 
now it's time to in 


saan China FromThe Inside 


The programme has been designed to offer business leaders worldwide invaluable 
insights into the Chinese market and the iii tes China's imminent entry into the 
WTO holds. During the programme meetings with senior representatives from Chinese 
government and business will be arranged, and experienced foreign managers wil 
present their findings on China operations, giving the programme an unparalleled depth 
—,. of access into Chinese business practice. 













The CEIBS faculty and guest lecturers from partner institutions in Europe and 
the USA will be delivering this programme, in it's fifth successive year. The 
programme will be housed in the CEIBS Pudong Campus in Shangha 


"China From The Inside is an invaluable tool for concentrated learning on 
how to be successful in China. | strongly recommend it to strategic policy 
makers looking at innovative ways to operate profitably there’ 


Gianni Monte AT Kearney a From The Inside, May 99 











CHINA EUROPE INTERNATIONAL BUSINESS SCHOOL 


For more information on China From The Inside ancl CEIBS visit website www.CEIBS.edu or contact 


Helene Marty Té 1621 ) 2. Fax: (8621) 28905¢ email: mhelene@mail. ceibs.online.sh.cr 
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Sudan's chance for peace 


For the first time, all sides in Sudan’s civil war are trying to find a way out 


66™ HE war is always with us,” they say in 

Sudan. With reason: the current civil 
war has lasted 17 years, and so did the one be- 
fore. In the north, the battles are far distant. 
But in the south, the fighting has killed hun- 
dreds of thousands of people, and keeps the 
survivors destitute. Neither side has ever 
looked like winning. The warring parties talk 
toone another fairly regularly, but have nev- 
er yet founda peaceful solution. 

Yet, imperceptibly, a new feeling is grow- 
ing that a settlement must be found. Little, 
otherwise, has changed: the pieces of the jig- 
saw remain as they were. The differences 
have not narrowed between the Muslim, Ar- 
abic-speaking, northerners and the non- 
Muslim southerners, who speak African lan- 
guages and resent the north’s political and 
economic domination. No dynamic new 
forces have entered the scene. Indeed, the 
main peace broker, the Intergovernmental 
Authority on Development (iGAp), an um- 
brella organisation for the Hom of Africa, 
has seldom looked less effective. Two of its 
members, Ethiopia and Eritrea, are at war, 
and the Kenyan government, which is 
IGAD’s host, seems more interested in the 
protocol of the talks than their substance. 

What has happened, however, is that 
Sudan’s government has begun to feel even 
poorer and more isolated than usual. Ameri- 
ca has imposed sanctions, accusing Sudan of 
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supporting terrorism. Nobody gives it any 
aid. Arab neighbours fear its brand of Islam- 
ism. And although Sudan is now an oil pro- 
ducer, the war prevents it from exploiting its 
wealth. The pipeline to the coast was blown 
up last week, for the second time, and Talis- 
man Energy, a Canadian company that ex- 
tracts the oil, is under pressure from the Can- 
adian government for “financing war”. 

The rebels, the Sudan People’s Liberation 
Army (spt), also have an incentive to seek 
peace. The idea of the south’s independence, 
or at least its freedom from northern Islamic 
domination, remains as strong as ever, but 
the southerners are politically divided along 
ethnic lines and have never been militarily 
weaker. Many of the sp.a’s fighters have giv- 
en up, disillusioned. Respected southerners 
are pushing the spxa’s leader, John Garang, 
to end the war. Eritrea and Ethiopia, which 
once helped the rebellion, are too busy fight- 
ing each other. Uganda, which also used to 
support the spa, is embroiled in Congo and 
is now seeking a deal with the Sudanese gov- 
ernment. Last December, the two countries 
promised, perhaps perfidiously, to stop sup- 
porting each other’s rebels. 

Egypt, which has always had a deep, 
rather proprietorial, concern for Sudan, has 
chosen this moment for a new initiative. The 
Egyptian goverment, intenton suppressing 
its own Islamists, had felt threatened by Su- 


dan’s Islamist power-behind-theahrone, 
Hassan Turabi, the sharp, fast-talking speak- 
er of parliament. So last month, when Su- 
dar-’s President Omar Bashir, an ex-general, 
ordered the army to remove Mr Turabi from 
the speakership, the Egyptians were de- 
lighted and, together with Libya, began to 
advance a new peace plan. 

Peace in Sudan must have two elements: 
the southemers and the government have to 
be reconciled, but so toodo the northern pol- 
iticians. The second is easier than the first. 
The removal of Mr Turabi has cleared the 
way for the government to make its peace 
with two exiled northern politicians, Sadiq 
al-Mahdi, leader of the Umma Party, and 
Muhammad Osman Mirghani, leader of the 
Democratic Unionist Party. President Bashir 
wants them back in the capital, Khartoum, 
and both seem keen to return. 

But there are complications. In exile, the 
northern opponents of Mr Turabi joined 
with the seta to form a united opposition, 
the National Democratic Alliance (NDA). The 
spLA, although in theory committed to a sec- 
ular, decentralised Sudan, is at heart a south- 
em separatist movement. It will not go along 
with a peace plan that does not include the 
option of southern independence. The 
northern opposition, however, would prefer 
to keep the country together. 

The one breakthrough that the 1Gap 
peace initiative achieved was to get all par- 
ties, including the government, to accept the 
idea of a referendum on the future of the 
south, including the option of indepen- 
dence. But Egypt vehemently opposes the 
break-up of Sudan. It is deeply concerned 
about who controls the Nile waters, and 
does not want the creation of a new state on 
the upper Nile. This is why Egypt, a 
“partner” of GAD but not a member, would 
like the 1GAp initiative to fail. Instead, it has 
its own ideas for bringing peace to Sudan, 
leaving separatism off the agenda. 

Mr al-Mahdi and Mr Mirghani might 
abandon their southern allies, retum to 
Khartoum and go along with the Egyptian 
plan. But abandoning the spa would de- 
prive them of a strong card, and the war 
would continue. On the other hand, if they 
stay allied to the spLa and maintaina united 
front, they will have more leverage in Khar- 
toum and might even be able to deliver the 
south to the negotiating table. The chances of 
peace will be greater. Finding a solution that 
satisfies the southern demand for a referen- 
dum on independence and the northern de- 
sire to keep Sudan together is desperately 
hard. But, for the first time in years, there is a 
real chance at least of an attempt. 
ee _ r = 
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INTERNATIONAL 
Burundi 


Old war, new mediator 


BUJUMBURA 


Nelson Mandela is to mediate in Burundi’s war, but civilians remain trapped 


between rebel and army brutality 


CCT LEASE join the mod- 

ern world,” said Nel- 
son Mandela to Burundi’s 
politicians last week. South 
Africa’s former president 
made this blunt appeal from 
Arusha, in Tanzania, as he 
embarked on a spell as me- 
diatorofoneof Africa’s most 
intractable conflicts. The 
peace talks for Burundi start 
in earnest in Arusha next 
month and Mr Mandela has 
sent out invitations to the 
great and good—Bill Clin- 





Counter-insurgency 
by the government is often 
as brutal as the rebels’ cam- 
paign. Amnesty Interna- 
tional has accused the 
army of killing more than 
40 civilians in a clean-up 
operation over the new 
year. This charge is denied 
by the government. It 
claims that the war is mis- 
understood outside the 
country, and that foreign 
critics still harbour sympa- 
thy for the rebels. 








ton, Jacques Chirac—in the 
belief that his attempt at conflict resolution 
should not be confined to the shadows. 

But, for the moment, the shadows over 
Burundi are dark. In his new-year address, 
President Pierre Buyoya was even blunter 
than Mr Mandela: “Let us get it right: the 
country is still at war.’ He warned his people 
that most of the government's modest re- 
sources would go on defence and security. 

Mr Buyoya claims that his Tutsi-domin- 
ated army is poised for victory against the 
various Hutu rebel movements. In fact, the 
conflict drags on, much as before. The rebels 
are still at large, attacking “soft” civilian tar- 
gets, such as schools and health posts. Sev- 
eral hundred thousand Burundians have al- 
ready fled to Tanzania and more are joining 
them. Confusing matters, the rebels still ap- 
pear to have a network of bases in Tanzania, 
moving back and forth across the border 
with impunity. There have been persistent 
rumours of Burundian armed groups being 
joined by militia fighters from Rwanda, 
ready to use the same savage tactics they em- 
ployed during the 1994 Rwandan genocide. 


The government's at- 
tempted “pacification” of the countryside 
has concentrated, in recent months, on a 
controversial “regroupment” policy. More 
than 300,000 Hutus have been herded at 
gunpoint into ad hoc camps scattered across 
a province near Bujumbura, the capital. Mr 
Buyoya’s ministers claim the measure “is for 
their own protection”. They argue that the 
people now resettled in these camps are 
safely out of harm’s way,as the army goes in 
pursuit of the enemy. 

Outsiders, including the un, the Euro- 
pean Union and Amenca’s State Depart- 
ment, see things differently, talking of viola- 
tions of the Geneva Convention and a 
potential humanitarian crisis. After months 
of international pressure. Burundi’s govern- 
ment agreed on January 19th to dismantle 
ten of its camps (out of about 50). It claims it 
could do so because security has improved. 
Not many concessions can be expected from 
Mr Buyoya who, since he staged his coup in 
1996, has already ridden out a campaign of 
regional sanctions—though most western 
donors still withhold aid. 
Without aid, the econ- 





F 





46 





omy is in a predictably bad 
way. Foreign exchange is 
desperately scarce, and sal- 
aries cannot compete with 
inflation. A series of price 
rises on such items as rice 
and petrol have triggered a 
rare wave of strikes. Farm- 
ing is threatened by a 
drought in the north-east, 
and by the regroupment 
policy. which has resulted 
in peasant farmers losing 
access totheir fields. 

Mr Mandela talks con- 
fidently of steering an “all- 
inclusive” peace process, 





bringing the rebels in and banishing old prej 
udices. But new battle lines are emerging be 
tween pro-and anti-Buyoya coalitions. 

The National Convergence for Peace ana) 
Reconciliation, which has drawn in politi- 
cians from across the spectrum, identifies it- 
self as moderate, eschewing the ethnic poli- 
tics of the past. But its critics say that it ha 
been hand-picked by Mr Buyoya, and will — 
manipulate the Arusha talks to the presi- 
dent's advantage. The National Alliance for 
Change brings together the two former pres- 
idents Mr Buyoya deposed, Jean-Baptiste 
Bagaza and Sylvestre Ntibantunganya, one a 
Tutsi and one a Hutu. It says it will offer Mr 
Mandela every assistance in brokering a 
swift agreement at Arusha, but will not let 
Mr Buyoya reap the benefits of peace. 





Zimbabwe 


Cautionary tale 


HARARE 


UDDENLY, Zimbabwe has no fuel. Since 

the new year, drivers, farmers and busi- 
nesses have been searching high and low for 
petrol and diesel. In Harare, cars, trucks and 
buses have had to wait over three hours to 
buy a ration of 20 litres (four gallons). Diesel 
is in particularly short supply. Factories have 
had to scale down production. Farmers have 
been hit as they harvest their tobacco. The 
shortage is an economic disaster, without an 
end in sight: experts predict it will continue 
at least until the end of the year. 

The fuel crisis reflects the mess that the 
Zimbabwean economy is in, a cautionary 
tale against state meddling. The main cause 
is that Zimbabwe has been selling imported 
petrol, diesel and paraffin at below cost for 
the past two years. Between August 1997 and 
December 1998, the Zimbabwean dollar 
plummeted from Z$u1 to the American dol- 
lar to Z$38. Although this pushed up the cost 
ofimports, the government didnot allow the 
state-owned National Oil Company of Zim- 
babwe (Noczim) to increase its prices. As a 
result, Noczim has run upa deficit of Z$9 bil- 
lion (or about $240m). Similarly, the state- 
owned electric-power company has been 
selling imported power at a loss. Making itall 
much worse, Zimbabwe's involvement in 
Congo's civil war has resulted in heavy mili- 
tary spending. 

Zimbabwe's reserves of foreign ex- 
change are down toan estimated three days- 
worth of imports. It has been late in paying 
several foreign debts, including one to Brit- 
ain’s Export Credit Guarantee Department. 
Banks in South Africa, Britain and continen- 
tal Europe are refusing lines of credit. Soon 
the country will be in the position of import- 
ing only what it can pay for in cash. 

In other countries, such blatant econ- 
omic mismanagement might bring down a 


THE ECONOMIST JANUARY 22ND 2000 


vernment. Not in Zimbabwe's quasi- 
democracy. Parliamentary elections are due 
March, though a date has not yet been set. 

en non-governmental groups produced 
(evidence to show thata quarter of the people 
n the voters’ roll were dead, fictitious or 
pert listings, the justice minister, Em- 
erson Mnangagwa, announced that the 
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election would be postponed until June in 
order to revise the roll. But President Robert 
Mugabe then decreed that such a postpone- 
ment was not necessary. His calculation ap- 
pears to be that, if he can hold his finger in 
the economic dyke until March, his ZANU-PF 
party can win the election. The deluge that 
will follow worries him notatall. 





South Africa 


Beating crime, not suspects 


SOWETO 


South Africa’s police need to learn modern practices 


ELATIONS between the South African 
police and the public are much better 
than they were. In apartheid times, black po- 
licemen, labelled traitors, were liable to be 
burned alive. At Moroka, a police station in 
the township of Soweto, black 


courts and the police, he appointed harder 
men. Steve Tshwete, the new safety and secu- 
rity minister, sounds suitably intolerant of 
officers who, as he puts it, rape women in 
their cells or buy stolen goods rather than ar- 





constables sleeping in the station 
barracks used to be disturbed by 
hand grenades lobbed through 
the windows. These days, a cal- 
mer atmosphere prevails. Sowe- 
tans sit quietly by the reception 
desk before being referred either 
to a police officer, if a serious 
crime is being reported, or to a 
civilian adviser, who tries to sort 
out petty quarrels. 

Police work is different in the 
new South Africa, but it is no eas- 
ier.In the old days, an officer's job 
was to squelch subversion, and 
his main obstacle was that most 
people hated him. Now, his task 
is to bring down South Africa’s 
horrific crime rate, and his main 
hurdle is his own lack of modern policing 
skills. Thankfully, the police no longer rou- 
tinely torture suspects for confessions. But 
they also convict fewer felons. 

For every 50 car hijackings, for example, 
only one hijacker is jailed. Over 200 shoot- 
ings and bombings by terrorists in and 
around Cape Town over the past couple of 
years have resulted in only one conviction. 
Criminals, aware that they are unlikely to be 
punished, are inclined to run amok. 

During the first five years of majority 
rule, anti-crime policy was a mess. The Afri- 
can National Congress government, many 
of whose leaders had memories of trun- 
cheons and wet bags, saw the police as pot- 
ential counter-revolutionaries in need of re- 
straint. Several laws were passed protecting 
suspects against ill-treatment or wrongful 
imprisonment. But the police were not 
taught how to adapt to these changes. 

President Thabo Mbeki, who took office 
in June, promised to spare no effort in fixing 
the justice system. In place of Mr Mandela’s 
affable, plodding ministers in charge of the 
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Communication is not their most obvious skill 
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rest the sellers. He drops into police stations 
unannounced and sacks on the spot those 
whom he finds neglecting their duties. At the 
same time, he shows solidarity with officers 
who do their best, despite low pay and a 
high risk of being shot at. 

Sometimes, however, Mr Tshwete 
sounds less than respectful of civil liberties. 
He says he wants to change the constitution 
toallow the police to hold suspects for longer 
than 48 hours without charge, and to restrict 
their access to lawyers.This attitude will not 
do much to discourage the alarming number 
of policemen who still rely too much on 
brute force—750 suspects died resisting ar- 
rest or in custody in the year to March 1999. 
Jackie Selebi, an ex-diplomat and human- 
rights activist, who took over as South Afri- 
ca’s first black police chief on January 1st, 
may not be the man to curb Mr Tshwete’s ex- 
cesses. Weakening his own position, Mr Se- 
lebi has already been charged with intimi- 
dating his subordinates. 

Private companies are also keen to help. 
South African Breweries, for instance, has 
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“adopted” a number of police stations, in- 
cluding Moroka. The brewer providesequip- 
ment, such as computers and fluorescent 
signs for roadblocks, and pays for training in 
computers and trauma counselling. This is a 
start. But many policemen, some of whom 
are barely literate, are no good at the admin- 
istrative tasks on which they spend 70% of 
their time. It might make sense to hire civil- 
ians to fill in forms, allowing constables 
more time on the streets. The governmentac- 
knewledges this, but has done little about it. 
Nationally, there is little good news 
about crime. Murder and attempted murder 
are down slightly since 1994, mainly because 
there are fewer political killings. But South 
Africa’s murder rate is eight times that of the 
United States, and figures released on De- 
cember 7th showed steady increases in the 
other 18 of the 20 most serious categories of 
offence. There are, however, some local suc- 
cesses that merit copying. A database, set up 
with help from an organisation called Busi- 
ness Against Crime, helped cut the number 
of carjackings in north-eastern Johannes- 
burg by almost 30% last year, even as the na- 
tional rate soared. The database allows the 
police to cross-refer information about the 
number of robbers at each incident, their ap- 
pearance, their techniques and so on. Previ- 
ously, this information would have been 
written by hand and buried in a storeroom. 
The most trumpeted of the govern- 
ment’s innovations is an Frat-style elite detec- 
tive corps, called the Scorpions. Launched in 
September, the unit plans to recruit 2,000 
staf in two years, mainly graduates, and to 
offer better pay and training than the ordin- 
ary police receive. Investigators, prosecutors 
and intelligence agents are to co-operate 
more closely than in the past, so that the sort 
of evidence that might actually secure con- 
victions is collected. Initial successes against 
taxi bosses suspected of having their rivals 
murdered are encouraging, but the task 
ahead is daunting. Rich South Africans will 
nox yet be laying off their security guards. 
a n =e 





Western Sahara 
It's a mirage 


LAYOUNNE, WESTERN SAHARA 


HE likelihood of a referendum on the 

Western Sahara is disappearing, fast. 
Deadline after deadline has been missed 
since 1991, when the United Nations first 
promised Western Saharans a referendum 
on independence or integration into Moroc- 
co. But now the un admits that a vote is far- 
ther away than ever: “2002, or even beyond,” 
says the UN secretary-general’s latest report, 
for the first time avoiding a precise date. 

It will be little comfort for the tens of 
thousands of Western Saharan refugees, 
who fled Morocco’s takeover of the territory 
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Israelis whom Egyptians love to hate 


CARGO 


B 
| 
| 
| THER women are sluttish schemers. 
| Their men are scowling thugs, prone to 
| blood-spilling and to a strange guttural 
| barking. Two decades of peace have done 
| little to soften the image. Egyptian popular 
| culture still pictures Israelis as the enemy 
| everyone loves to hate. 
| Demonisation pervades the press, 
publishing and movie industries. So much 
| so that when Cairo tabloids alleged that a 
| millennium-eve concert at the pyramids 
was in fact a satanic Zionist ritual, the jit- 
tery government cancelled parts of the 
show. Apparently, some Egyptians actu- 
ally believed that a golden pyramidion, 
which was to have been placed on top of 
the Great Pyramid, was secretly intended 
| torepresenta Jewish skullcap. 
l Most of the blame for such attitudes 
| lies with Egyptian film makers. Israeli vil- 
lains have featured in half a dozen Egyp- 
tian television serials and a dozen full- 
| length films since 1992. Worse, of the 20 
films released by Cairo studios last year, a 
quarter exploited anti-Israeli themes. 

Plots vary, but tend to travel well-worn 
ground. There is the wicked Israeli woman 
who ensnares innocent Egyptian youth, as 
in the films “Love in Taba” (1992) or “A Girl 
From Israel” (1999). There is the savvy Egyp- 
tian hero who foils Israeli intelligence, as in 
“The Road to Eilat” (1995), “48 Hours in Is- 
rael” (1998) or “Al Kfir” (1999). In the climax 
to the popular 1998 alee “A Country 








in 1975, and survive in Algeria in some of the 
most wretched camps in the world. Battered 
by sandstorms in the desert wastes, they 
have waited a generation for the UN to bring 
them home. Meanwhile Morocco has used 
the time to strengthen its hold on the terri- 
tory with a settlement plan of almost Israeli 
proportions. It has moved in hundreds of 
thousands of Moroccans, turning indige- 
nous Sahrawis into a minority. 

The UN mission in the Western Sahara 
has a clause in its mandate 
requiring it to act only with 
the agreement of the par- 
ties. The consequent wran- 
glingisendless: mainlyover pocece 
who is, or is not, Sahrawi. A | nany sianos 
dispute over the origins of 
three tribes took seven 
years to resolve and pro- 
duced only 2,000 new vot- 
ers. An electoral roll with 
86,381 names—about the 
size of a small town—has at 
last been compiled. But 
now come the appeals, Mo- 
rocco is engineering an ap- 
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Bumpkin goes to College”, the politically 
correct hero burns the Israeli flag, 

Even more disturbingly, some of this 
movie fare includes scenes that are frankly 
anti-Semitic. Last year’s most popular film, 
“Hamam in Amsterdam” follows the com- 
ic trials of an Egyptian émigré whose strug- 
gle to make it in Europe is thwarted at every 
turn by a bad guy called Yehuda. In “A Girl 
from Israel”, the father of the Israeli seduc- 
tress is portrayed as a satanic manipulator. 
When the naive Egyptian youth's fa- 
ther--a man who has a habit of quoting 
sagely from “The Protocols of the Elders of 
Zion” —washes after shaking hands with 
the devilish Israeli, the water runs red. 

Israeli diplornats express anger that the 
Egyptian government refrains from using 
its wide powers of censorship against such 
stereotyping. “Would Egyptians be so pat- 
ient if their flag was burned in an Israeli 
film?” asks Israel's press counsellor in 
Cairo. Speaking more philosophically, 
however, he suggests that the hostility re- 
flects a culture with deep fears of losing its 
dominant role in the region. 

Egyptians generally attribute the fash- 
ion for Israel-bashing to the commercial 
success of the first hostile films, whose re- 
lease coincided with events that had al- 
ready blackened Israe!’s image, such as the 
brutal suppression of the Palestinian inti- 
fada and the bombing of civilians in Leba- 
non. Yet Egypt’s leading film critic, Mostafa 


peal from almost every applicant the uN has 
rejected as bogus. This means, in effect, re- 
starting the identification. In Cambodia, the 
appeals procedure took two months. In the 
Western Sahara, with 23 minutes allotted to 
each appellant, it could take two years. 

Ever since Indonesia lost East Timor in a 
referendum, Morocco has grown increas- 
ingly jittery about letting the Sahrawis decide 
their future. King Mohammed, who took 
over the throne last July, has tried to sweeten 
the rule from Rabat. He has 
sacked the hated interior 
minister, Driss Basri, and 
some of his henchmen; he 
has allowed Sahrawis to 
use mobile phones; and he 
has eased curbs on free- 
dom cf speech. He has also 
promised to hold local 
elections, perhaps as a first 
stage to autonomy. The 
longer the referendum is 
postponed, hopes the pal- 
ace, the more the Sahrawis 
will learn to like the king, 
and thus may reject their 
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Darwish, believes there is truth to the 
charge that the censors remain too lenient, 

How seriously does the Egyptian pub- 
lic take all this? Luckily, not very. Cairo crit- 
ics have panned most of the recent films. 
“Al Kfir”, which tells the story of a dashing 
Egyptian aviation engineer who sabotages 
an Israeli fighter prototype, lasted barely a 
week in Cairo’s cinemas after audiences 
laughed out loud at the hero’s supposed 
seductive power over Israeli Amazons. Mr 
Darwish is hopeful that such flops spell the 
end of the trend--and, in fact, none of the 
new films this winter touches on Israel. 

Even so, the ugly imagery may have an 
enduring impact. Egyptian sensibilities 
aside, it has certainly made Israelis feel in- 
creasingly unwelcome. Ten years ago, tour- 
ists from the Jewish state travelled all over 
Egypt. Of the 300,000 whe visited in 1998, 
90% never left the Hebrew-accented beach 
resorts of southern Sinai. 
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weary representatives-in-exile, the Polisario 
Front—and the Front’s increasingly reluctant 
backers in the Algerian army. 

But that is probably wishful thinking. 
Sahrawis’ nationalist sentiments still appear 
to be fervent after a generation of Moroccan 
rule. In the autumn, Sahrawis demonstrators 
in the territory—openly chanting pro-Polisa- 
rio slogans—clashed with Morocco’s secu- 
rity forces in the worst violence in Western 
Sahara since the war ended nine years ago. 

Behind the scenes, the UN mission is 
pressing the Security Council to drum up an 
alternative solution, perhaps bringing the 
dispute to a negotiated close. Western Sah- 
ara—pinned between Morocco, Algeria, and 
Mauritania—is the single greatest barrier to 
regional co-operation and trade, and a trig- 
ger for regional wars. Some un officials, fresh 
from East Timor, now question whether a 
referendum, even if one were held, would of- 
fer a solution. What would happen, they ask, 
if Moroccan troops aped their Indonesian 
counterparts and, after losing the vote, 
fought to hangon to the territory? Would any 
outside power resist them? 
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on this model public-private sector initiative. 


The Montería concession, structured by a consortium led by Chemonics and Selfinver, 
will provide more than $70 million in capital investment to improve water 
and sewerage service for more 


Headquartered in Washington, D.C., 


For additional information on the Monteria concession, please visit 
www.chemonics.com/columbia.htm, or e-mail projectfinance@chemonics.net 





For further information 

call us quoting ref ECON/210100 
on +44 (0) 20 7814 5015 

City University Business School 
Frobisher Crescent 

Barbican Centre 

London EC2Y¥ 8HB 

United Kingdom 


www.ecity.ac.uk/cubs/mba 


and Selfinver Banca de Inversion 


are pleased to announce 


The successful competitive tender and financial closure of a 20-year concession 
to expand and operate the water and sewerage services in Monteria, Colombia, 


to the 


Fomento de Construcciones y Contratas Consortium 
and to its concessionaire, Proactiva Aguas de Monteria 


and wish to congratulate 


the Municipality of Monteria, Mayor Francisco Burgos, 
the Government of Colombia, and the Inter-American Development Bank 
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Germany's desperate right 


RERUN 


Despite the resignation in disgrace of ex-Chancellor Helmut Kohi as the 
Christian Democrats’ honorary chairman, his party’s misery continues 


N THE end, Germany’s an- 
‚guished Christian Democrats 
gave a little nudge and Helmut 
Kohl, party leader for 25 years and 
German chancellor for 16, reluctantly 
jumped. But nothing, for all that, has 
been resolved. Mr Kohl, who resigned 
on January 18th as the party’s honorary 
chairman, continues to spurn pleas to Y 
‘name the donors who funnelled millions 
of p-marks of undeclared and therefore il- 
legal donations into party slush funds over 
decades. The donors themselves still refuse 
to.come forward. The rest of the party’s dis- 
credited leadership is doggedly sitting tight 
despite the growing accusations. And the 
party that has sought to embody law and or- 
der is sinking ever deeper into a quagmire of 
lies, hypocrisy and fraud. To add to the air of 
crisis, a senior finance official in the party’s 
parliamentary office was found dead on Jan- 
uary 20th, an apparent suicide. 
> The Christian Democrats’ move against 
their disgraced but still widely revered patri- 
arch took some doing. After six hours of 
heated debate, all but three people on the 
party’s 44-strong executive committee 
agreed to commit what felt like patricide. Mr 
Kohl was to be told to “take a rest” from his 
albeit honorary post unless he agreed to 
make his own “contribution” in clarifying 
any other “misdemeanours” and to helpend 
the party’s worstcrisis since its foundation in 
1945. For some, even this was going too far, 
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particularly since most Germans still view 
Europe’s master-builder and hero of Ger- 
man unification in a bright light. 

Still, an angry but unrepentant Mr Kohl 
did not need to be asked twice. Scomfully 
discarding the honorary post he has held 
since stepping down as party chairman after 
his general-election defeat in September 
1998, he insisted that he had no intention of 
breaking his pledge of anonymity to those 
who had given “financial support for my 
work in the party”. 

Last month he admitted taking some 
DMz2m ($1.03m) in undeclared donations be- 
tween 1993 and 1998, and putting them into 
secret party accounts, which were “justifi- 
able”, he said, in view of the need to “treat 
certain matters confidentially”. He has de- 
clined to give further explanations. Now un- 


der criminal investigation on suspicion of. 
breach of trust, Mr Kohl, who remains:a_ 
member of parliament, insists that he has 

never taken any money for himself or ac- 
cepted any bribes. 

Itlooked last week as if the man he chose 
as his successor as party chairman, Wolfgang 
Schäuble, might also fall under the growing 
weight of scandal after admitting thathehad 
taken a cash donation of DM100,000 from: 
Karlheinz Schreiber, an arms dealer whois a. 
central figure in the drama. But Mr Schäuble 
has now won at least a temporary reprieve 
after being given a strong vote of confidence 
by the party’s executive committee. He an 
his 17-member “politburo”, the inner circle. 
that sees to the party’s day-to-day affairs, 
had threatened to resign unless given a clear 
signal of support. i 

Though. many leading members had 
been grumbling about Mr Schäuble’s seem- 
ingly weak leadership and growing lack of 
credibility, nearly all of them feared that the. 
party could collapse if they did not close 
ranks behind him—-for now. But an increas- 
ingly murky plot was given a dangerous. 
twist on January 14th when Manfred Kan 
ther, a. tough interior minister under Mr Kol 
and former general secretary of the Christia 
Democrats in the state of Hesse, admitted 
had stashed away more than DM30m ini 
gal foreign accounts for the state party's col 
fers over the past two decades. 

To make matters worse, Prince Casimir. 
zu Sayn-Wittgenstein, treasurer of the Hesse 
Christian. Democrats: from 1976 to 1998, at 
first said that the money had come from leg- 
acies from anonymous Jewish emigrants, 
before admitting that he had lied. itis still not 
known where the money came from or what 
it has been used for. Mr Kanther, who agreed 
this week to resign his parliamentary seat, is- 
new under investigation on suspicion of 
fraud. So is Horst Weyrauch, the Hesse Chris- 
tian Democrats’ former tax adviser. He is al- 
ready being investigated for helping Mr Kohl 
set up his own system of secret accounts for’ 
the party at national level. 

Such Christian Democratic shenanigans 
at state level have national repercussions. 
Roland Koch, Hesse’s 41-year-old Chris- 
tian Democratic premier since last April, one 
of several up-and-comers touted as a possi- 
ble successor to Mr Schäuble, insists he knew 
nothing about such hanky-panky—but’. 
many voters are likely to disbelieve him. 

Other possible replacements have other 
failings. Christian Wulff, 40, the Christian 
Democrats’ leader in Lower Saxony and a: 
long-time critic of Mr Kohl, has never man- 
aged to win power in his own state, losing 
twice to Gerhard Schroder, now Germany’s 
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Social Democratic chancellor. The chances 
of Angela Merkel, 45, the party’s general 
secretary, are widely thought to be dimin- 
ished by her being a woman, as well as com- 
ing from the ex-communist east. Other 
youngish Christian Democrats, such as Pe- 
ter Miiller, 44, the new premier of tiny 
Saarland, and Annette Schavan, also 44, 
who is Baden-Wiirttemberg’s minister of 
education and culture, are inexperienced in 
national politics. 

Jürgen Rüttgers, 48, a former (federal) 
minister of education who now leads the 
Christian Democrats in Germany’s most 
populous state, North Rhine-Westphalia, 
might have a better chance, especially since 
his state will produce a third of the 1,000-odd 
delegates to the Christian Democrats’ nat- 
ional congress, due in April. It would be a 
bad omen, though, if his party lost the state 
election the following month. 

The chances of Volker Riihe, 57, a for- 


French justice 


In need of reform 


PARIS 


mer defence minister, would also be 
knocked if the Christian Democrats lose 
next month’s election in Schleswig-Holstein, 
where he is the party’s candidate for premier. 
He has tried to distance himself from Mr 
Kohl, but many wonder what he knew 
about slush funds when he was the party's 
general secretary in 1989-92. Kurt Bieden- 
kopf, 70 next week, the popular premier of 
the eastern state of Saxony, might have an 
outside chance, perhaps as a caretaker. 

Most leading Christian Democrats, 
whether loyal to Mr Kohl or not, want to 
lance the boil—fast. But that may not be easy. 
The all-party parliamentary committee, 
which began this week to look into possible 
influence-peddling during Mr Kohl’s chan- 
cellorship, promises to be drawn-out, and 
could well bring further ugly revelations. 
Meanwhile confidence not only in the ailing 
Christian Democrats but in Germany’s 
democracy as a whole is likely to suffer. 


The postponement of an attempt to amend the constitution does not mean 
that pressure to reform France’s system of justice will—or should—ease 


CCT N THE history of a nation,” grandly de- 

clared France's minister of justice, Elisa- 
beth Guigou, last weekend, “there are mo- 
ments when partisan divisions on certain 
subjects should be transcended.” Such mo- 
ments, however, may be a long time coming. 
This week, President Jacques Chirac had to 
put off a parliamentary congress due to ap- 
prove a constitutional amendment dealing 
with the administration of justice. Had he 
pressed on, it would have meant the first re- 
jection of an amendment to France's 1958 
constitution. Is Mrs Guigou even now wiping 
the egg from her face? 

Probably not, since the embarrassment 
is more Mr Chirac’s than hers. The idea was 
that all the 577 members of the National As- 
sembly and the 316 senators (allow- 
ing for five empty seats, and minus 
anyone too ill to vote) would meet 
as a congress in Versailles on Janu- 
ary 24th to approve, by the neces- 
sary three-fifths, a reform proposed 
by the Socialist majority but long- 
desired by the conservative presi- 
dent and his right-wing supporters. 
When Mrs Guigou had first pro- 
posed the plan to parliament in 
June 1998, only 47 members of the 
National Assembly and 17 senators 
had voted against it. The president, 
however (not Mrs Guigou), has been 
deserted by his followers. Michéle 
Alliot-Marie, the new leader of the 
Rally for the Republic (pr), the 
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party founded by Mr Chirac, believes the 
function of the opposition is to oppose— 
whatever Mr Chirac, now supposedly 
above the party fray, may think. 

Some politicians on the right may have 
genuine misgivings about the proposed 
changes. In order to assure more indepen- 
dence and better balance in the body that 
picks judges and prosecutors, Mrs Guigou 
wants its membership enlarged from 16 to 21, 
and the number of non-magistrates on it in- 
creased from four to 11; the minister of justice 
would lose the right to veto its nominations. 
Valéry Giscard d'Estaing, president of France 
in the 1970s, thinks that would give outsiders 
too great a say. What other professional orga- 
nisation, he asks—the diplomatic service, for 


example—would be run by a body domin- 
ated by amateurs? 

But such objections hardly reflect they” 
public view, increasingly strongly held, that’ 
the police are untrustworthy and ineffectual’ 
and that the judicial system is prey to the in- 
fluence of a body politic that is itself corrupt: 
witness the dismally long list of politicians 
convicted of corruption or under investiga- 
tion. There are, just to name a few, Roland 
Dumas, a Socialist former foreign minister 
who remains president of the Constitutional 
Council while accused of taking massive 
bribes from the Elf oil company; Alain 
Juppé, once Mr Chirac’s prime minister, said 
to have illegally boosted the funds of the rer 
when Mr Chirac was mayor of Paris; Jean Ti- 
beri, the present rer mayor of Paris, who 
faces various charges of corruption and bal- 
lot-rigging; and Henri Emmanuelli, once 
treasurer of the Socialist Party, who was con- 
victed of usingdummy companies to help fi- 
nance the party. 

Those who say the system needs no 
changes cite the list above as proof that 
France's examining magistrates can indeed 
bring powerful miscreants to book. Those 
who want reform say the magistrates touch 
only the tip of an iceberg. Strangely, most 
politicians seem to agree that the judiciary’s 
independence needs strengthening. 

In the English and American systems, it 
is the police who investigate and bring char- 
ges. In France, it is the 550-odd examining 
magistrates who direct investigations. These 
Magistrates cannot be transferred, are inde- 
pendent of the government and can remand 
asuspect in custody for an intimidatingly in- 
definite period. But they cannot open an in- 
vestigation without the authority of a prose- 
cuting magistrate, who comes under the 
minister of justice, and can, as in the case of 
the woman who recommended an investi- 
gation of Dominique Strauss-Kahn, the fi- 
nance minister who resigned under a cloud 
last year, be transferred at will. 

There are several unhappy results. One 
is that examining magistrates regularly leak 
their findings to the press, which has little 
notion of the concept of sub judice, in order 
to outflank any attempts by politi- 











cally supine prosecutors to quash 
an investigation. Another is that 
politicians, with some justice, fear 
that giving greater independence to 
the prosecutors would lead to a 
“dictatorship of the magistrates”, 
beyond democratic control. And a 
third is a presumption of guilt (“the 
presumed killer” is a phrase the 
French press prefers to “the alleged 
killer”) that can ruin the career of a 
suspect later found innocent. Mean- 
while, a few examining magistrates, 
such as Eric Halphen, who has pur- 
sued Mr Tiberi, and Eva Joly, whose 
targets include Mr Dumas, have be- 





Of course, we have always been independent 


come media stars thanks to their 
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PARIS 


RADITIONALLY, it is France’s trade 
unions that play tough with the gov- 
ernment; now ‘it is the employers too. On 
January 18th, the general assembly of the 
French: Enterprise Movement, known as 
Medef, decided by a vote of 96% to with- 
draw from the joint management with the 
unions of France's social-security funds. 
-Since this post-war partnership, found 
elséwhere in Europe only in Belgium, has 
“helped provide the foundation of France's 
- welfare state, the Socialist-led coalition of 
Lionel Jospin clearly faces a problem. 

How big remains to be seen. Certainly, 
the style of Ernest-Antoine Seilliére, Me- 
def’s president, is unashamedly confron- 
tational: last October, for example, he 
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willingness to defy political pressure. 


‘Mrs Guigou has more proposals to put to . 


parliament that do not need a constitutional 
amendment. One would strengthen the pre- 
sumption of innocence by forbidding the 
publication of photographs of suspects in 
handcuffs. Another would allow a suspect 
earlier access to a lawyer. A third would 


France's not-so-social partners 


brought 30,000 employers on to the streets 
of Paris to demonstrate against the Social- 
ists’ law to cut the standard working week 
from 39 to 35 hours. This week's vote was 
prompted by fury that the government 
had planned, until it was ruled unconstitu- 
tional, to plunder the social-security funds 
in order to compensate employers for the 
shorter working week. 

But the vote was not for immediate 
action; most Medef members considered it 
a nuclear button best left unpressed. In- 
stead, Medef will wait until the end of the 
year before leaving the six funds that 
spend around $265 billion a year cushion- 
ing French workers and their families from 
the effects of ill-health, old age and unem- 


transfer the power of an examining magis- 
trate to remand a suspect in custody to a 
judge unconnected with the investigation. A 
fourth would set time-limits toa magistrate’s 
tenure in a particular court. Even with those 
reforms, some would argue that only a 
switch to a different system would rid 
France’s judiciary of political influence. 





Russia 


Improbable partners 


MOSCOW 


The Communists and the Kremlin have struck up a curious alliance to control 


Russia’s new parliament 


TIS a rum friendship: after ten years strug- 

-gling against Boris Yeltsin and his friends, 
Russia’s Communist Party has teamed up 
with the parties loyal to his anointed heir, 
Vladimir Putin, the acting president. At the 
first. session this week of the newly elected 
Duma, Russia’s lower house of parliament, 
the two groups divided up the best jobs be- 
tween themselves. The bitterly contested 
deal dents Mr Putin’s cross-party appeal, but 
on balance it may improve his chances of 
securing his grip on the presidency in the 
election on March 26th. 

The Communists in the Duma did best. 
Their man, Gennady Seleznyev, the speaker 
in the previous Duma, keeps his post. With 
just over a fifth of the deputies, the Commu- 
nists also have the chairmanship of at least 
nine out of 26 committees. The main pro- 
Putin and pro-Kremlin party, Unity (Ye- 
dinstvo), which has slightly fewer members, 
won a deputy speakership and seven com- 
mittees. A newly formed pro-Kremlin group 
of independents called People’s Deputy 

ended up with five. Vladimir Zhirinovsky’s 
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handful of illiberal Liberal Democrats, who 
usually vote the Kremlin line, have a deputy 
speakership and one committee. 

If it lasts, it is a startling shift. After eight 
years of antagonism between president and 
parliament, a solid majority of the Duma 
now seems ready to work in concert with the 
Kremlin. It may even turn out well, espec- 
ially since Mr Putin’s address to the Duma 
had plenty of sensible ideas about land and 
tax reform, creating a good investment cli- 
mate, tackling vested interests and strength- 
ening civil liberties. 

But pause before you cheer. Most of the 
rest of the Duma is furious. Yevgeny Pri- 
makov, a former prime minister, called the 
deal a “desecration”. “We are in full retreat 
from civil society. Diktat is being foisted on 
us,” said this former spy about the majority 
apparently willing to support another ex- 
spy. Sergei Stepashin, a former prime minis- 
ter now in the liberal Yabloko party, echoed 
his blistering criticism; Sergei Kirtyenko, an- 
other ex-prime minister, from Mr Putin’s fa- 
voured Union of Right-Wing Forces, though 
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ployment. In the interval, employers and 
unions should, it says, resume the “secial 
dialogue” and modernise asystem that has | 
become “obsolete”. | 

Medef would prefer a welfare state fi- 
nanced more by general taxes than by the «| 
taxation of payrolls, a burden made heav-. 
ier by the competitive pressures of Eu- 
rope’s single market and single currency. 
That may sound sensible, yet people at 
both ends of the political spectrum are 
wortied by Medef’s tactics. Francois Hol- 
lande, the Socialists’ general secretary, 
notes that “these social-security funds are 
the foundation of our social life”. In other 
words, you tamper with them atyour peril: | 
Meanwhile, Alain Madelin, a Thatcherite | 
pro-marketeer who heads the Liberal. 
Democrats, argues that if Medef with- 
draws it will simply make room for tl 
state to grab an even bigger role. 





milder, was critical too. 

The main opposition parties-—-Yabloko, : 
the free-marketeers of the Union cf Right- 
Wing Forces and the centrists of Fatherland- 
All Russia~have said that their deputies will 
boycott all further business, and are sup- 
ported by some members of the more-or- 
less-neutral Russia’s Regions group: About 
100deputies stayed away from the session o 
January 19th. And the mayor of Mosco 
Yuri Luzhkov, speaks ominously of a Bol 
vik dictatorship, harking back to theorigi 
sense of the word, which, until Leni 
drenched itin blood, meantjusta member of 
a majority. 

All this seems to offer the interesting 
prospect of a parliamentary opposition that 
in principle agrees with the government's 
programme, and a pro-government majority 
thatincludes the strongest intellectual oppo- ` 
nents of market reform. But the real split may 
be more about personalities and tactics than 
aboutideas. 

One clear winner is Boris Berezovsky, a 
tycoon close to the Yeltsin family whois him- 
self now a Duma pa He is widely credit- 
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Addio, Craxi, symbol of a rotten era 


MILAN 


ETTINO CRAXI, who died in Tunisia 

on January 19th, was the Socialist 
leader of Italy’s longest-lasting govern- 
ment since the second world war. He also 
became a symbol of Italy’s political turpi- 
tude. He considered himself a political ref- 
ugee. The magistrates who sentenced him 
to ten years in prison for corruption after 
the old establishment was brought down 
in a welter of scandal after 1992 thought of 
him asacriminal on the run. 

Italians had mixed feelings, but most 
ended up disliking him. He stood for both 
the roaring 1980s, a period of growth, stabil- 
ity and huge public deficits, and the trou- 
bled 1990s, when the old political system 
collapsed in acrimony. More awkwardly, 
Mr Craxi’s fate made a lot of Italians feel 
edgy, even guilty. His bald head and jutting 
jaw, not unlike those of Mussolini, de- 
lighted cartoonists and served as a mirror 
in which many Italians saw themselves. 








Just like the others, he said 


Mr Craxi was very much a son of Mi- 
lan. Born there in 1934 into a family which 
had come up from Sicily, he was capable 
and ambitious. First he led the Socialists in 





ed with Unity’s success in last month’s 
Duma election. Although Mr Putin has dis- 
missed some Berezovsky cronies from the 
Kremlin, Mr Berezovsky has now strength- 
ened his parliamentary power. His rival in 
the Kremlin, the former privatisation chief 
Anatoly Chubais, has a big hand in writing 
the government's policy, but he has seen his 
allies in the Union of Right-Wing Forces 
marginalised in parliament. 

Whether the deal lasts is another story. It 
certainly makes Mr Putin’s call for a new 
consensus in Duma politics, made just hours 
before the agreement, sound hollow. He may 
at some point try to slap Mr Berezovsky 
down. But for now he will probably stick 
with it. And it keeps the colourless Commu- 
nist leader, Gennady Zyuganov, as an ideal 
opponent for the presidential election: 
strong enough to get through the first round, 
but weak enough, even if the war in Chech- 
nya goes wrong, to be beaten in the run-off. 

On the military side, the war has seemed 
to be going better for Russia this week. On 
January 20th, the Russians said their soldiers 
had reached the centre of Grozny, Chech- 
nya’s capital. The true number of casualties 
is still being concealed, and public opinion— 
with a few new flickers of doubt—remains 
behind the war. But a clear-cut and lasting 
victory is still a misty prospect and, on the 
non-military front, international pressure 
for a halt to the carnage is increasing. The 
French and Italian foreign ministers are due 
to visit Moscow next week, and there is talk 
of suspending Russia’s voting rights at the 
Council of Europe’s parliamentary assem- 
bly, a Strasbourg-based talking shop. 

Yet such verbal slaps on the wrist, and 
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even the possibility of real sanctions (cutting 
European Union aid money, for example), 
seem to have little effect. The Russian line 
continues to be that western criticism of the 
“anti-terrorist operation” in Chechnya is the 
result of misunderstanding, fed by biased re- 
porting in newspapers and on television. 


Milan, then, from 1976, nationwide. He 
steered the party away from its old subser- 
vience to the larger Communist Party, and 
espoused pro-wester, free-market views. 

Italian politics in the 1980s was domin- 
ated by MrCraxi and twoChristian Demo- 
crats, Giulio Andreotti and Arnaldo For- 
lani. The trio were known by their initials 
as CAF. But Mr Craxi was the most effective 
at standing up to the left, the unions and 
the Americans. He also befriended a fellow 
Milanese, Silvio Berlusconi, who now leads 
Italy’s right-wing opposition, helping him 
to build his vast television empire. When 
scandal broke out across the country in 
1992, Mr Craxi told parliament that every- 
body in Italian politics was corrupt. 

Such candour did not help him. Big, 
arrogant, guilty, he was an early scapegoat, 
eagerly tethered—until he bolted for Tuni- 
sia five years ago. Some will argue that his 
death should mark an end to the saga 
known as tangentopoli (“bribesville”), that 
destroyed the old guard on both sides of 
politics but which still poisons public dis- 
course. Right or wrong, that is unlikely. 




















That Russia’s war-reporting rules make it ex- 
traordinarily hard for foreign correspon- 
dents to find out what is going on in Chech- 
nya is conveniently ignored. No doubt the 
Duma committee on information policy— 
chaired by Mr Zhirinovsky’s party—will be 
looking into the matter soon. 


——d 





Yugoslavia 


The last divorce? 


BELGRADE 


Montenegro is looking for new friends as it tries to disentangle itself from 
Serbia. But breaking up will not be easy 


Y SOME tokens, things are going well for 

the growing number of people, both in- 
side and outside Montenegro, who hope to 
detach the small coastal republic from Ser- 
bia’s embrace and deal the final blow to the 
teetering Yugoslav federation. One such sign 
was a discussion this week between Filip 
Vujanovic, Montenegro’s prime minister, 
and his counterparts from Macedonia and 
Albania. The trio, who met in the lakeside 
Macedonian town of Ohrid, pledged to im- 
prove road and rail links as well as telephone 
and power lines. Less plausibly, perhaps, 
they promised to step up their attempt to 
combat crime, corruption and terrorism. In 
practice, more informal economic ex- 
changes—in fuel, stolen cars and drugs, for 
example—already flourish among the three 
countries, as well as NAro-occupied Kosovo. 

What the meeting highlighted, though, 
was Montenegro's furious effort to forge dip- 


lomatic and commercial links in every dir- 
ection in order to soften the effects of its 
economic stand-off with Serbia. Since last 
November, when the republic adopted the 
p-mark as an official currency, the central 
bank in Belgrade has blocked all financial 
transactions between Serbia and Montene- 
gro, obliging the Montenegrins to buy more 
expensive goods from places like Italy, Croa- 
tia and Hungary. 

The prospect of a pro-western, liberal 
government and president emerging from 
Croatia’s recent elections should help Mon- 
tenegro to mend its fences with its northern 
neighbour, and to settle a long-running terri- 
torial dispute over the Prevlaka peninsula. 
One day, the two countries might co-operate 
in tapping their glorious coastlines’ tourist 
potential, instead of shelling each other as 
they did during the Serb-Croat wars. 

Montenegro’s broadening network of 
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Arkan lurked behind Milosevic 


friendships will presumably be welcomed 
by the western world under the terms of the 
Stability Pact for the Balkans, adopted with 
fanfare at a summit in Sarajevo last summer. 
One of the pact’s principles is that south- 
eastern Europe’s more respectable countries 
should reinforce each other by forging econ- 
omic ties that skirt around Serbia until Yugo- 
slavia’s president, Slobodan Milosevic, gives 
way tosomeone more palatable. 

All aboard, then, for the independence 
referendum that Montenegro's president, 
Milo Djukanovic, has said he may call later 
this year if Serbia rejects his proposal for a 
much looser federation? Not quite. In prac- 
tice, the affairs of Serbia and Montenegro 
will not be that easy todisentangle. 

For one thing, at leasta third of Montene- 
gro’s 650,000 people are staunchly loyal to 
Serbia; and nobody could question that the 
two places are closely linked by language, 
religion and culture. Pro-Serbian Montene- 
grins staged a noisy if peaceful demonstra- 
tion in Podgorica, the republic’s capital, on 
January 13th. The pro-Serbian camp has also 
taken heart from allegations in Italy that the 
republic’s current rulers are involved in the 
cigarette-smuggling which accounts for a big 
slice of Montenegro’s wealth. Branko Pero- 
vic, the Montenegrin foreign minister, had to 
resign last month after an Italian judge ord- 
ered him to face trial on charges of contra- 
band and criminal association. 

In Serbia itself, there may be as many as 
ım people (out of a total population of 8m) 
with Montenegrin origins; some of the most 
notorious Serb nationalists, including Mr 
Milosevic, have roots in the coastal republic. 
So an independence bid could stir the pot in- 
side Serbia as well as divide Montenegrin vil- 
lages and families. 

The biggest imponderable is how the 
20,000-strong Yugoslav army garrison in 
Montenegro, which takes its order from Bel- 
grade, would react to a declaration of inde- 
pendence. Mr Milosevic has been playing a 
game of cat and mouse, suggesting at times 
that he would be happy to let Montenegro 
go, as part of a constitutional change that 
would also allow him to remain in office be- 
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yond next year’s election. But his 
deputy prime minister, Vojislav 
Seselj, whose _ ultra-nationalist 
party wields influence in Belgrade, 
is playing the bad cop; any move 
to independence, he says, would 
be crushed. 

In other ways, too, the power 
struggles of Serbia and Montene- 
gro are intertwined. Since the NATO 
air war against Yugoslavia, in 
which Montenegro got a lighter 
bombing than its federal partner, 
Serbia’s liberal politicians have 
treated the republic as a place of 
refuge. Hard-pressed Serbian op- 
position figures, such as Zoran 
Djindjic, the leader of the Demo- 
cratic Party, went to the Montenegrin resort 
of Budva, a picturesque place full of empty 
hotels and swish cars, on January 19th to 
meet European Union and American offi- 





BRUSSELS 


HE European Commission 

probably has a new action plan 
for reform in the 2ist century. It is 
hard to say. A document is there, in 
the public domain, of roughly that 
description. It was unveiled this 
week by Neil Kinnock, the com- 
mission’s vice-president for re- 
form. The trouble is, it has been 
written in a private language of ab- 
breviations, terms of art and bor- 
rowings from management con- 
sultants’ jargon which almost 
nobody outside the £u’s institu- 
tions can speak. 

The declared intention is to prescribe 
remedies for the organisational and ethi- 
cal shortcomings that helped bring about 
the collapse and resignation of the previ- 
ous commission, under Jacques Santer, 
last March. And to be fair, the title, “Re- 
forming the Commission”, is straightfor- 
ward enough. 

Even the chapter headings make rec- 
ognisable sense. There will, henceforth, be 
“A Code Of Conduct For Good Adminis- 
trative Behaviour’. There will be “More 
Efficient Use Of Internal And External Re- 
sources” (including capital letters, per- 
haps). There will even be “Clear Rules On 
Whistleblowing”—though not until Sep- 
tember, when a “Draft Inter-Institutional 
Agreement on Whistleblowers” will be 
ready. There will also be a “Transparency 
of Personnel Policy”; translucent person- 
nel will presumably be offered generous 
severance terms. 

Beyond that, most of the content is 
anyone's guess. The commission hopes to 








| Europe’s Neilogistical reforms 
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EUROPE 


cials. The Serbs’ main request was for more 
humanitarian aid, including a broadening of 
fuel supplies under the Eu’s “energy-for-de- 
mocracy” programme, in order to correct the 
impression, artfully fostered by Mr Milos- 
evic, that the West wants Serbia to be cold, 
hungry and poor. 

The Serbia-Montenegro axis also has 
more shadowy dimensions. Among the wel- 
ter of conspiracy theories that followed the 
death by shooting of Arkan, Serbia’s mostin- 
famous paramilitary leader, in a Belgrade 
hotel on January 15th, one was particularly 
intriguing. According to Mr Djindjic, the 
slain warlord had irked Mr Milosevic by of- 
fering his support to the independence- 
minded leadership of Montenegro. The gov- 
ernment in Belgrade retorted by suggesting 
that he was shot by Montenegrin criminals 
who had been settling accounts with the Ser- 
bian mobster. 

m 



























embrace “Activity Based Management”, 
which, since you ask, is a “policy-driven 
spp framework”—not to be confused with 
the new “Integrated Resource Manage- 
ment System”, into which “Activity Based 
Budget methodology will be integrated”. 
Astrengthening of financial management 
will rely in part on the “quasi-abolition of 
central ex-ante visa controls”. Some advis- 
ers are being “eliminated from organi- 
grammes”. Perhaps the commission could 
prepare a “Non-Paper” explaining why. 

Arguably, the shortcomings that 
brought down the Santer commission 
could have been dealt with by a much 
shorter code, namely: 


* Donot give jobs to your relations. 

e If you must give jobs to your relations, 
make sure they do not steal anything. 

e Nodentists. 


But doubtless there is something to be 
said, in public-relations terms, for Mr Kin- 
nock’s more detailed approach. 
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ES, it was rather generous of Britain to send sodecent and effec- 

tive a politician as Chris Patten to serve as the second of its 
European commissioners in Brussels Jast year. But was Mr Patten 
really so wise to accept the offer? As commissioner for external re- 
lations, he has a grand-sounding job and a fine big office. He has a 
pulpit from which to preach the virtues of eu membership to m- 
creasingly irreverent fellow-Conservatives at home. But of power 
he has all too little. 

He might have had more if Romano Prodi, the president of the 
new commission, which took office in September, had pursued a 
first notion of making the commissioner for external affairs a sort 
of commissioner-in-chief, with two or three other commissioners 
reporting to him. But that proved too tricky. Too many sensibil- 
ities, national and personal, would have been offended. So, in- 
stead, Mr Patten has been deemed 
merely to “co-ordinate” the work of 
Pascal Lamy, a Frenchman who is 
commissioner for trade; Günther Ver- 
heugen, a German who is commis- 
sioner for enlargement; and Poul Niel- 
son, a Dane who is commissioner for 
development. These three manage, 
singly or jointly, most main elements 
of the eu’s business abroad. But Mr 
Patten, the commissioner for external 
relations, has no authority over them. 

Nor has Mr Patten any authority 
over Javier Solana, a Spaniard who 
started work in October as the Euro- 
pean Union’s first “high representa- 
tive” for its putative common foreign 
and security policy. Mr Solana, previ- 
ously a secretary-general of NATO, 
answers to the Council of Ministers, 
the eu’s main decision-making body, 
to which the 15 governments send 
their representatives. Mr Patten ans- 
wers to the commission and to the 
European Parliament, the Eu’s main 
supranational bodies. 

Itis as much of a mess as it sounds. 
And Mr Prodi’s inclination to do the 
odd bit of foreign-relations freelancing himself is hardly helping. 
Recently his officials have been trying to explain away the latest 
awkwardness in his already erratic term: a proposal that Muam- 
mar Qaddafi, Libya’s wild-eyed dictator, should pay an official 
visit to Brussels. The problem is that Mr Qaddafi remains a highly 


` controversial figure in the West for his country’s suspected part in 


blowing up an airliner over Lockerbie, in Scotland, in 1988. Mr 
Prodi warmed to him during a telephone conversation at Christ- 
mas and suggested the visit without first consulting eu govem- 
ments—or, for that matter, Messrs Patten and Solana. Since Libya 
announced the invitation as a done deal a few days later, Mr Prodi 
has been left looking a touch amateurish, and the commission 
with him. 

Given all these crossed lines and overlapping authorities, per- 
haps the real wonder is that the individuals involved have man- 
aged, so far, toget along at all. Mr Patten claims complete cordiality 
in his relations with Mr Lamy, Mr Nielson and Mr Verheugen. The 
claim is credible, but owes. much to Mr Patten’s willingness not to 
trespass far into the specific territory of each of his colleagues. And 
this has left him little space in which to make policy of his own. 


Chris Patten, becalmed in Brussels 





Instead, he has been concentrating on matters more adminis- 
trative than political. His first target. has been the ew’s foreign-aid 
budget—at more than €6 billion ($6 billion) a vear, one of the big- 
gest in the world. He knows the subject well: he was British minis- 
ter for overseas development from 1986 to 1989.(He served later as 
environment minister, Conservative Party chaifman and, for five 
years until 1997, as the last British governor of Hong Kong.) 

eu aid, like many other eu emanations, proceeds erratically, at 
best, towards its intended objectives. It is handicapped by point- 
lessly complex formal procedures and chronic understaffing. In- 
stead of winning the £u a reputation for generosity around the 
world, it has given it one for delivering money too late to be of use, 
or to the wrong place, or not at all. Mr Patten’s committee for put- 
ung matters right is due to publish its report in April. 

After that, Mr Patten suggests, he 
may turn his attention to the eu’s for- 
eign missions. it has 126. But doing 
what? Good and useful work no 
doubt. But could they do more? Are 
they being given enough responsibil- 
ity? Are they working as closely as 
they might with the missions of the 
EU's national governments? The com- 
missioner would like to know. Un- 
founded suspicions: that some mis- 
sions exist mainly to-accommodate 
civil servants who are bored or un- 
wanted in Brussels can then be laid 
safely to rest. 

As for relations between Mr Pat- 
ten and Mr Solana, they are beset by 
structural problems that no amount 
of cordiality can eliminate. The eu 
fixed on the aim of a “common for- 
eign policy” some years ago because it 
had acquired much economic influ- 
ence abroad, through its trade and aid 
policies, yet delivered almost nothing 
in the way of diplomatic punch. But, if 
it is to build influence, foreign policy 
(Mr Solana’s domain) must move in 
harmony with trade and aid policy 
(Mr Patten’s). Having two men on the job, and different authorities 
behind them, can only encourage incoherence. Worse, the council 
(Mr Solana’s employer) and the commission(Mr Patten’s)are natu- 
ral sparring partners. The first represents national governments, 
the second a supranational ideal. They wrangle about everything 
else. So itis almost inevitable that they will wrangle about the con- 
tent or the management of foreign policy. Sooner or later, Mr So- 
lana and Mr Patten, friends as they may be, will find themselves 
embroiled willy-nilly. 

On current form, the commission will be the loser when that 
happens. Its influence is still on the wane, having fallen sharply in 
March last year when the previous team of commissioners, led by 
Jacques Santer of Luxembourg, resigned amid allegations of in- 
competence and petty corruption: More generally, enthusiasm for 
supranationalism has been declining across Europe, and Mr Prodi 
seems less and less the man to reverse that trend. So here is a nice 
dilemma for Mr Patten to resolve in his quiet moments. The good 
British Conservative in him can only welcome the return to the 
ideal ofan eu led by its nation-states; the good European commis- 
sioner, which also inhabits him, can only prefer it otherwise. 
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“The doctor's dilemma 


Can Tony Blair spend his way out of trouble on health? 


FTER a fortnight of frenzied debate 
about the state of the National Health 
Service (wus), there are two things that “ev- 
etybody knows”. The first is that Britain 
spends too little on health. The second is that 
the prime minister has promised to increase 
health spending vastly, but will struggle to 
do this without busting the government's 
budget. Both propositions are distinctly 
questionable. 
It is true that Britain spends less of its 
wealth on health care than other rich coun- 
tries. Health spending as a proportion of Gop 
is at the bottom end of the international 
range (see chart 1). In cash terms Britain also 
spends relatively less; about $1,454 a head in 
1997, compared with a European Union av- 
erage of $1,884 a head and over $4,000 a head 
in the United States. 

But does this really matter? Judged in 
termsof life expectancy, the answer seems to 
be no (see chart 1). Arguably, rather than be- 
ing an “under-funded” disgrace, the NHs 
could be seen as a bit of a triumph—a system 
that provides health care for all cheaper and 
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more efficiently than any other system in the 
developed world. 

Of course, life expectancy is a crude way 
of assessing a health system, since it reflects 
many other things such as lifestyle and 
wealth: There are other measures in which 
the relativelysmall amount of money Britain 
spends on health does show up. Survival 
rates from some serious diseases are poor. 
According to researchers at the London 
School of Economics (tse), British women 
under 65 who are diagnosed with breast can- 
cer have one of the worst survival rates in 
Western Europe. And a British woman with 
heart disease is four times more likely to be 
killed by it than a woman with the same dis- 
ease living in France. 

People also.care about comfort. Even if 
somebody is not actually killed by lying 
around on a hospital trolley for hours, they 
may feel poorly treated. The same goes for 
the notorious “waiting lists” for wHs treat- 
ment for things like hip replacements. 

Arelatively poor record in the treatment 
of cancer and heart disease, and long waiting 
lists for operations, are the flip side of two of 
the factors that make the nns so cheap to 
run: a relative paucity of doctors and nurses 
in Britain, allied to the difficulty of getting ac- 
cess to specialist treatment. Britain has the 
lowest number of doctors per 1,000 patients 
among the G7 nations (see chart 2). Nurses 
and in-patient beds are also in short supply. 
Britain has around half the number of beds 
per patient as France or Germany, and fewer 
nurses as well. 

The system continues to function in part 
because Britain makes it much harder for a 
patient actually to get to hospital or to see a 
specialist. Patients can get to see a specialist 
only if they are referred by a general practi- 













tioner, Elias Mossialos of the ise says Britain - 
has “the strictest gatekeeping system in Eu 
rope”. But the gatekeepers may become in- 
creasingly resented as patients become more . 
demanding and less deferential. 


Where the money comes from 


Thecombination of an ageing and better-in- 
formed population, and advances in medi- 
cal technology, inevitably creates pressure ` 
for more spending. And although the Blair 
government is keen to foster the impression 
that the nus was starved of funds during 18 
years of Tory rule, in fact health spending has 
been rising in real terms for the past 20 years 
(seechart 30n next page). 

Mr Blair has promised to increasespend 
ing even faster. His new aspiration i$ to 
crease British spending on health until | 
reaches a proportion of pp equal tothe a 
erage for the European Union. This is rec 
oned to entail increases of 5% a year in real. 
terms for atleast the next five years. 
Health spending is already planned to 
rise by §% a.year in each of thenext two years. 
So Mr Blairs new commitment will not > 
make any difference until 2002, after the next 
general election: Part of Mr Blair's political 
problem is that in its first two years, the gov- 
ernment confined itself in a straitjacket by 
promising to stay within the Tories’ spending 
plans. Bigger sums have been available since _ 
April 1999, but it takes time for the money to 
feed through into better services. 

Higher health spending obviously puts 
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BRITAIN 


pressureon theoverall level of public spend- 
ing, but need not blow a hole in the public fi- 
nances. The extra money now being spent 
on health was allocated under the compre- 
hensive spending review (csr) undertaken 
by the government in its first year in power. 
The csr covered three years. It allows Mr 
Blair to meet his pledge to raise the share of 
national income devoted to both health and 
education, because meanwhile his chancel- 
lor, Gordon Brown, has increased taxes. 
Much of this extra tax is going to health and 
education. 

The government is now undertaking a 
new spending review, which is meant to be 
concluded this July. Once again, there will be 
a three-year planning horizon, although the 
first year of the new review, which runs from 
April 2001, will overlap with the last year of 
the csr. Mr Blair's promise that health 
spending will keep going up in real terms im- 
plies further tax increases. But Treasury offi- 
cials talk hopefully of finding savings, by 
“explicitly linking inputs to outputs”. De- 
partments will get extra cash only in return 
for specific policy targets. If those targets are 
not met, the money may be withheld. De- 
partments will also move to “resource-based 
accounting”, which should encourage them 
to flog off unnecessary assets. 

Paying by results might be a politically 
less painful way of raising money for health 
than, for example, making cuts in welfare. 
Ministers hope to announce the conclusions 
of the latest spending review in July, so as to 
avoid overshadowing the autumn party 
conference season with ministerial conflicts 
over money. 

But political pressures may encourage 
the government to break its own rules. First, 
the Treasury's strictures about outputs will 
be effective only if senior ministers lead by 
example. But this week’s promise from Mr 
Blair shows how hard it is for politicians to 
avoid throwing unconditional cash at a cri- 
sis—even if, as in this case, the new cash will 
not be handed out for some time. Second, 
and perhaps more important, the new re- 
view covers only expenditure from April 
2001, too late to have much impact on an 
election likely to take place that year. 

The Treasury’s coffers are bulging, 
thanks to tax changes and good times. Some 
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EZ of cash? 
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economists estimate that the government is 
sitting on a surplus of over £6 billion ($9.8 bil- 
lion). So the test of the government's com- 
mitment to medium-term planning of pub- 
lic expenditure will come in the budget in 
March. The temptation to bend the rules and 
offer an early pre-election bribe may prove 
overwhelming. 
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Northern Ireland 


Deroyalled 


HE government's plan to transform the 

overwhelmingly Protestant Royal Ulster 
Constabulary into a new police service for 
Norther Ireland, with no overt British sym- 
bolism and 50% Catholic membership, 
brought raucous protest in Westminster this 
week. Angry unionists objected in particular 
to the symbolic changes—changing 
the name of the force and its cap 
badge. They immediately suggested 
that the move had fatally undermined 
David Trimble, the leader of the Ulster 
Unionists and head of Northern Ire- 
land’s power-sharing government. 

The unionist reaction served only 
toreinforce the point that the ruc asit 
stands is tarred as partisan, regardless 
of the bravery and faimess of many of 
the force's officers. Peter Mandelson, 
the secretary of state for Northern Ire- 
land, heaped praise on the ruc’s re- 
cord and promised generous sever- 
ance pay for retiring officers. But he 
insisted that ‘transformation of the 
force, including the name change, is 
essential to win widespread allegiance 
for Northern Ireland’s new political 
institutions. Unionist politicians con- 
tinue to characterise the plan as an in- 
sult to the 302 officers killed during the 
Troubles—all but a handful of them by the 
republicans of the IRA. 

The Mandelson outline, which imple- 
ments pretty much all of the Patten Report is- 
sued three months ago, said the first recruits 
to the new Police Service of Northern Ireland 
would not pass out under that name until 
late 2001, and deferred the new badge and 
other changes. Although the plan had been 
loudly and comprehensively trailed for 
weeks, unionists have not modified their po- 
sition or adapted their tactics. Their response 
was still a howl of pain and anger. 

Senior ruc officers led by Sir Ronnie 
Flanagan, their chief constable (whom the 
plan retains), have been keen to make clear 
that although hurt by the name change, they 
welcome anything that will broaden mem- 
bership and normalise policing. Mr Mandel- 
son emphasised that reforms will be intro- 
duced gradually and with regard to the 
security situation, with reduction of num- 
bers from the present 13,500 to around 7,000 
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through voluntary redundancy. 

Potential police resentment has appa 
ently been somewhat mollified by the gene 
osity of severance arrangements, expected W 
be taken up by many of the longest-servir 
officers. A sergeant with 30 years’ service, o 
£40,000 ($65,000) plus a year, might hope te 
come out with a £120,000 lump sum and a 
pension of over half previous salary. 

Catholic nationalists gave a broad initi 
welcome to the Mandelson akii 
although both the moderate spLr and Sinr 
Fein, the political wing of the 1ra, said theya 
wanted to study the proposals. The govern 
ment is already asking for assurance tha’ 
they will shortly call on young Catholics tc 
join the revamped force. There was some 
alarm at the suggestion from Gerry Adams, 
Sinn Fein’s president, that republicans 
would withhold judgment until the neces- 
sary legislation is passed next autumn. 

The Mandelson announcement came on 





the day republicans were at last able to give a 
ceremonial funeral in Belfast to an rA man 
hanged in 1942, 19-year-old Tom Williams. 
Williams’s remains were disinterred from a 
jail plot only after a prolonged campaign. He 
was hanged for the murder of an ruc con- 
stable, shot pursuing a group of republicans 
before a prohibited Easter Sunday march. 
The present-day republican leadership was 
well to the fore in the reburial ceremony. 
Among those who took their turn to be pall- 
bearers were Mr Adams and the 80-year-old 
Joe Cahill, charged with Williams, and now 
a totem wheeled out whenever the republi- 
can leadership wants to reassure their grass- 
roots about their fealty to the movement's 
traditions. 

Fittingly, the historical resonances are 
less than tidy. The policeman was a Catholic, 
Paddy Murphy:and Williams's surviving rel- 
atives refused permission for him to be re- 
buried in a republican plot. 
= 
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reign investment 


till coming in 


reign investors? 


OR many years governments of both par- 
“ties have boasted about Britain’s success 
attracting foreign direct investment (FDi). 
Britain attracts more inward investment 
an any country in the world, except the 
inited States. Between 1987 and 1998, 26% of 
all ppt into the 15 current European Union 
scountries went to Britain. 

While boasting about foreign invest- 
-ment is an old tradition, so is warning that 
- Britain is imperilling Fp1 if it stays out of Eu- 
rope’s single currency, the euro. One top For- 
eign Office mandarin recalls sounding the 
alarm to Margaret Thatcher at the Madrid 
summit of the then European Com- 
munity in 1989. “I was wrong then,” he 
says, “but Pll be right eventually 

Not so far. In 1998 Foi into Britain 
was the highest ever, and in the first 
nine. months of 1999, estimates Ciaran 
Barr of Deutsche Bank, it was on 
course for another record. 

All the same, there are now some 
mutterings from foreign investors. A 
fortnight ago Stephen Byers, the trade 
and industry secretary, told the New 
Statesman: “Recently, for the first 
time, big inward investors are telling 
me that we need to make a decision on 
the euro early in the next parliament.” 
The Guardian newspaper pointed the 
finger at a Toyota boss in Japan who it 
said had told Mr Byers that “if the present sit- 
uation continues then at the very least it will 
be impossible to expand our ux operations. 
If there is no change in the longer term, then 
we would have to decide whether even our 
existing operations should continue.” 

Toyota’s British subsidiary describes 
such quotes as “inaccurate”. Like many other 
inward investors, it says the company is wor- 
ried about the strength of the pound against 
theeuro:no wonder, given that itexports 70% 
of the output of its Derby factory toother Eu- 
ropean countries. “But wedid not say,” said a 
spokesman, “that we intend pulling out of 
the ux.” Indeed, Toyota is just completing a 
£150m ($245m) investment in a factory in 
North Wales, which will make engines for 
the new French-built Yaris model. 

"There is no doubt that staying out of the 
euro-zone increases uncertainty for some in- 
vestors. Anyone serving the euro-zone from 
Britain must either live with sterling’s varia- 
bility against the euro or hedge against ex- 
change-rate fluctuations as far as they can. 
At the moment the strength of the pound 
against the euro is causing headaches. This 
week, at the equivalent of almost DM3.17, 
-<o sterling was at its highest since 1989. Not sur- 
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| Why all the car noise? 


Bees of foreign direct investment ; 
| in Britairi, end 1997, fbn, Sag 


I Financial services. 
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Britain’s absence from the European single currency really likely to deter 


prisingly, many companies would dearly 
love to lock in a lower exchange rate. 

Take Nissan’s British car-making subsid- 
iary. It exports 75% of the output of its Sun- 
derland factory, mainly to the euro-zone. Ac- 
cording to the Economist Intelligence Unit, a 
sister company of The Economist, Nissan 
Sunderland has the highest productivity of 
any car plant outside Asia. This week it start- 
ed producing the Almera model, to add to 
the 270,000 Micras and Primeras it made last 
year. Yet the exchange rate is hurting. John 
Cushnaghan, managing director of the sub- 
sidiary, says: “We are strongly in favour of 






joining the euro as soon as sterling reaches a 
competitive level. Future investment in the 
uk will undoubtedly be affected by staying 
outside the euro.” 

So far, though, Britain’s absence from the 
euro seems to have had no adverse effect on 
investment, even in the sterling-sensitive car 
industry. Garel Rhys, professor of motor in- 
dustry economics at Cardiff University Busi- 
ness School, points to a swathe of recent in- 
vestments by Ford, Honda and others, made 
even though it was clear that Britain would 
not be in the euro from the outset. Rover, 
owned by Germany’s mw, plans to spend 
£3.3 billion in Britain by 2005. A new engine 
factory at Hams Hall in Warwickshire, for in- 
stance, will turn out 450,000 petrol engines a 
year, half of which will go into smws made 
in Germany. That said, Rover describes the 
high pound as “very damaging”. As a hedge 
against exchange-rate fluctuations, it is plan- 
ning to reduce its dependence on British sup- 
pliers from 90% to 50% over the next four or 
five years and is asking British suppliers to 
invoice itin euros. 

Although car makers enjoy a high politi- 
cal profile, as a group they are in fact relative- 
ly small investors (see chart). And foreign in- 
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vestors in financial services, say, are likely to 
be less concerned by the currency issue. 

In a Mort poll last autumn, 84% of busi- 
nesses said that British membership of the 









vestment decisions. For many 
Britain is simply a big market 
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culture and more fed le lal 
the restof Europe.” 

Look also at Britain’s biggest recip- 
ient of rpe the financial industry. Al- 
though some feared that the City 
would suffer because Britain was out- 
side the euro, it thrived last year. It 
share of foreign-exchange trade, of 
which it is the leading centre, went up. 
And in the third quarter of last year, 
58% of euro-denominated Eurobonds 
were issued in London, up from 48% in 
the first quarter. Foreigners are still 
keen to buy the few bits of the City 
they do not already own: this week 
America’s Citigroup snaffled the in- 
vestment-banking arm of Schroders 
(see page 74). 

Does all this mean that if Britain 
stays outside the euro, itneed have no fear of 
losing rp1? Not necessarily. Some investors 
doubtless assume that Britain will join even- 
tually: they are prepared to put up with fluc- 
tuations against the euro for a few years, but 
not for ever. This may explain why many 
American corporations, who are by far the 
biggest investors in Britain, have paid little 
attention so far to Britain and the euro. How- 
ever, Joseph Quinlan, an economist at Mor- 
gan Stanley Dean Witter in New York, argues © 
that “Britain’s arms-length stance toward the 
EMU does come.at some expense to the us 
firms that have made the ux central to their: 
European strategies.” 

Even the seemingly impregnabie City is. 
not entirely out of the woods, says Graham 
Bishop of Salomon Smith Barney, an invest- 
ment bank belonging to Citigroup. “The first’ 
12 months were fine,” he says; “what about: 
the next 12 years? With Britain out, is there a 
risk that the evolution of a single financial 
market may not favour the City?” PER 

Still, the portents are good for now: In 
vestment is booming. And as long as th 
pound stays so high, few exporters. foreign 
owned or not, will rush to join the euro. 























pooner aaa ee 





OLITICS everywhere has its ephemeral qualities. But some- 
thing in the British practice of politics encourages especially 
wild swings of mood and opinion. Last week in this space Bagehot 
argued that voters were beginning to notice that Tony Blair's gov- 
ernment was not quite as special as it thought it was. This week the 
casual follower of British politics could be forgiven for thinking 
that the wheels were coming off the whole New Labour project. 

Consider the evidence. There is all of a sudden a “crisis” in the 
health service, which has allegedly panicked Mr Blair into promis- 
ing spending increases which he allegedly cannot afford. The gov- 
emment that promised to be tough on crime and the causes of it 
has had to admit that recorded crime has risen for the first time in 
six years. The government that 





Incumbency starts to hurt 


if you allow for all of this, the proposition that the wheels are 
coming off the New Labour project is hard to sustain. Although 
many small things may be going wrong for the government, one 
big countervailing thing, namely the economy, is going spectacu- 
larly right. Mr Blair's personal standing may have fallen in the 
opinion polls, but from an unprecedented high, and withoutcon- 
ferring any measurable benefit on the Conservative leader, Wil- 
liam Hague. For all the brave faces on the front bench of the Con- 
servative Party, there is little talk in private of winning the next 
election, only glum speculation about whether Mr Hague can win 
back the 50 or so seats he will need to if he is toemerge with some 
honour and preserve his own job. Divided on Europe and a good 
deal else, the Tories have yet to pre- 





promised to promote human rights 
has decided to let General Augusto 
Pinochet return unpunished to 
Chile, on questionable grounds of 
infirmity. The government that 
boasted about its prosecution of an 
ethical foreign policy is resuming 
arms sales to Indonesia, on the ques- 
tionable grounds that this will shore 
up the confidence and improve the 
behaviour of a struggling new de- 
mocracy. Mr Blair seems to be losing 
his argument on Europe, with an 
icM poll in the Guardian showing a 
record 63% of voters against joining 
the euro and only 25% in favour. An- 
other 1cm poll, in the mass-market 
Mirror, resulted in banner head- 
lines announcing a huge slump in 
the personal popularity of the prime 
minister himself. Mr Blair even suf- 
fered the indignity of being briefly 
heckled by his own party members 
at a public meeting, as he urged 
them not to adopt a populist left- 
winger, Ken Livingstone, as Labour’s 
candidate for London mayor. 

How serious is this procession of 
troubles? Mr Blair’s prospects are 
certainly not as bad as they sudden- 
ly seem. For a start, there are some simple structural reasons why 
party politics can seem more ephemeral in Britain than in other 
places, and more ephemeral than it really is. Britain has a highly 
centralised national press, with a highly developed herd instinct. 
The rituals of politics are centralised too. The political class pays 
exaggerated attention to the stylised weekly clash during prime 
minister’s questions in the House of Commons, which most voters 
scarcely notice. All of this means that a short sequence of accidents 
and setbacks is often enough to reverse the prevailing wisdom 
about the parties’ respective fortunes. Just before Labour entered 
its current vale of tears, the Tories were reeling from the disgrace of 
Lord Archer, their former candidate for London. mayor, and the 
defection of one of their mes, Shaun Woodward. Just before that 
opposition setback, the government had tocontend with the dam- 
age caused to its own reputation by its inept “beef war” with 
France and a flare-up in the prime minister’s vendetta against Mr 
Livingstone. Today the health service looks set to be Labour's most 
damaging failure. But only yesterday it was going to be public tran- 
sport, and tomorrow it may be crime. 
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sent themselves as. a competent 
team of alternative managers, let 
alone as possessors.of an election- 
winning idea. A few subscribe to the 
illusion that Euroscepticism can be 
that idea. But even if they were right, 
it is entirely possible that Mr Blair 
will deprive them of it, by making it 
clear before the election expected 
next year that on sober reflection he 
too has decided after all against tak- 
ing Britain into the single currency 
for the time being. 

The wheels are not coming off 
New Labour. But, if you pardon the 
mixing of metaphors, the halo is 
coming off. Having been given the 
benefit of the doubt for almost three 
years, the government is at last suf- 
fering from the usual disadvantages 
of incumbency. The only puzzle is 
how it has managed to avoid these 
for so long. Was the previous govern- 
ment really so dire that this one 
could do anything and still be 
trusted? Or has the new one com- 
ported itself so wel! that it has not 
yet deserved criticism? 

Neither explanation is ade- 
quate. What has also protected Mr 
Blair during the early years of his government has been his suc- 
cessful portrayal of his administration as a radical government, 
one busily “modernising”, “thinking the unthinkable”, doing per- | 
petual battle against the “forces of conservatism” wherever they 
might be found. In its wisdom, the British electorate deemed this 
thrilling, especially since, unlike Thatcherism (the previous bout | 
of change, radicalism and starting anew), Blairism promised that | 
this time round the surgery would require no anaesthetic, and de- 
liver gain without pain. This government would be tough bothon | 
crime and on the causes of crime; it would improve public services | 
and yet keep taxes low; devolve power to Scotland and Wales but 
not toomuch of it; become a good European but still hang back on 
the euro; run an ethical foreign policy but still sell arms; promise 
“tough choices” but also refrain from making any. 

This was not only a tall order. As crime mounts and the health 
service passes through familiar traumas, more people will con- 
clude that it was also a tall story. Barring. miracle, they will re-elect 
Mr Blair for running a sound-economy. But much of the excite- 
ment that New Labour generated has begun tofade. 
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Cato Institute and The Economist Present The 


INSTITUTE §@lying the Global Public Pensions Crisis II: 
The Privatization Revolution 


March 9-10, 2000 ° The Roosevelt Hotel » New York 


Economist 














r e The Worldwide Revolution in Pension Reform 
josé Piñera Klaus Friedrich William Sistah e Success Stories: Evaluating Privatization in Practice 
eo ee eee e Social Security and the New World Economy 
— Es ae e Variations on Privatization 
e Technical Issues: Making Privatization Work 
e Why Social Security Should Be Privatized 
èe Special Cases: A Look Ahead 
e Social Security Reform and the Creation of Wealth 
David Willetts, MP Wade Dokken Fernando Solis 
Shadow Secretary Deputy CEO Soberón 
So, op CONGAR To find out more about the program and to register, go to 
eke cite ' WEWEAOOTR aE 
E+ TRADE Skandia (202) 218-4633, (202) 371-0841 (fax), or pension@cato.org. 
Where To nvet Questions should be directed to Conference Dept., Cato Institute, 


GEGON Pensions&lnvestments 1000 Massachusetts Ave., N.W., Washington, D.C. 20001. 


A Plan for Reconciliation 
International Competition 


The Richard C.Welden Foundation invites proposals for Reconciliation between Christian Orthodox Churches and 
the Vatican in the New Millennium. 


In 1054 a split in the Christian Church divided the Christians into Roman Catholics and Eastern Orthodox. The effects 
of this schism are still felt in Europe not least because of the need for integration of the Eastern and, especially, 
Balkan countries into the European Union. 


Economic and political integration will be smoother if the spiritual pillar of society evolves in line with the new 
realities. A Reconciliation may give the peoples of the Balkans the sense of belonging to the European family that 
other former Communist countries, like Hungary, Poland and the Czech Republic have. 


It took 50 years to end the Cold War but it is 1000 years since the feud between the Eastern and Western Churches 
began. What will it take to end it? 


The prize: $10,000 First Prize, $5,000 Second Prize 


Deadline: November 30th 2000 
The Foundation reserves the right to reject any entry for any purpose whatsoever. 


Forward all entries to: Trustees 
The Richard C. Welden Foundation 
30 Rockefeller Plaza, Suite 4340, New York, NY 10112, USA 





issued by HSBC Bank International Limited. We are a member of the HSBC Group, one of the world's largest bunking and financial services organisations with more than 5,000 offices in 82 countries and territories. HSBC Bank International Limited's principal ple 
Of business ıs Jersey. As at 37 December 1998, its paid up capital and reserves were £92.45 million, Copies of the latest audited acosunts are available on request. Although income is paid free from tax offshore, it may be liable to tax in your country of resides! 
oF domicile, or if it is transterred to another country. Your tax position will depend on your personal circumstances and you may wish to seek guidance from your tax adviser. Please note, tax legistation and practice may change. This advert does not constitute 
invitation to buy or the solicitation of an offer to sell securities or mak» deposits in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction. MENOON 





Offshore banking isn't just for millionaires 


In fact all you need to open an offshore bank account is £1. For this small sum you can take advantage of the 
many benefits offshore banking provides. For example, by simply moving your UK savings to an offshore 
bank, you may be able to reduce your UK tax bill. 

To help you see if you could benefit from this, try answering the following questions: 


1. Will you be overseas for a FULL UK TAX YEAR? YES 0 NO O 


2. Do you have SAVINGS IN THE UK? YES 0 NO O 
3. Do you have PROPERTY IN THE UK? YES O NO (J 
4. Do you have any INVESTMENTS IN THE UK? YES 0) NO (J 


If you ticked ‘yes’ to the first two questions and one other, there’s a good chance you may have a tax liability 
you could legally reduce by banking offshore. 


To find out more, contact us now, for a free copy of our brochure How to reduce your UK tax bill’ and details of 
the many benefits we can provide. 


Please call us 24 hours a day on 44 1534 616111 fax us on 44 1534 616222 
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The new alchemy 


BEW YORK 


The drug industry’s flurry of mergers is based on a big gamble 


D THE past, mergers have been the phar- 
maceutical industry's equivalent of pain- 
killers—good at relieving symptoms, but 
hopeless at curing the underlying disease. 
Faced with expiring patents and slowing 
growth, pharmaceutical firms have turned 
to mergers as a way to generate the large pro- 
fitincreasestheir investors have 
come toexpect. 

Some of these deals have 
been outright failures. The 1995 
combination of Sweden’s Phar- 
macia with America’s Upjohn 
was a disaster until it was res- 
cued by new managers two 
years later. Others have proved 
only short-term _ palliatives. 
Glaxo’s purchase of Wellcome 
the same year, or the union of 
Switzerland’s Ciba and Sandoz 
to form Novartis in 1996, pro- 
duced short-term savings but i 
did not boost long-term growth. 

This week saw the biggest | 
merger yet. On January 17th | 

| 





Britain’s Glaxo Wellcome and $ 
SmithKline Beecham said they 
werecreatinga firm with £1ı5bil- f 
lion ($25 billion) of sales anda | 
market value of nearly £105 bil- 
lion. With a portfolio spanning ` 
treatments for asthma, AIDS, 
depression and diabetes, the 
combined firm will have an industry-lead- 
ing 7.3% market share. These two companies 
tried to merge in 1998, but failed after a 
squabble between their chief executives 
about who would take control. The merger 
was revived partly because those executives 
are stepping aside and partly because of ex- 
pectations that any day now Pfizer will an- 
nounce it is buying Warner-Lambert, an 
American rival, to form the world’s second- 
largest firm with 6.7% of the market. 
Inevitably, these two deals sparked fren- 
zied speculation about others: that Warner- 
Lambert had asked Procter & Gamble to buy 
it and American Home Products (AHP), with 
which it wanted to merge; that Novartis is 
sniffing around everyone, including Anr. An 
old rumour even surfaced that Bristol-Myers 
Squibb wants to merge with SmithKline. 
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This frenzy of speculation obscured the 
fact that no drugs mega-merger has, at least 
to date, achieved a genuine increase in pro- 
ductivity or boosted the number of success- 
ful new drugs brought to market. It is star- 
tling that, with one exception, every big drug 
merger since 1970 has led to a subsequent 
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loss in market share (see chart on next page). 
By contrast, firms such as Merck, Schering- 
Plough and Pfizer, which have eschewed big 
mergers, have gained share by finding lots of 
“blockbuster” medicines. 

Part of the reason for this may be that 
troubled firms have been the keenest to 
merge. But another lesson appears to be that 
the disruption caused by a merger and the 
added bureaucracy of a larger organisation 
tend to depress the scientific creativity that is 
the key to success in this industry. Some- 
times the best researchers leave—as did Da- 
vid Barry, Wellcome’s chief scientist, after 


‘Glaxo’s hostile takeover. A bigger drug firm 


also requires more products to keep its en- 
larged sales force busy—which leads straight 
to the next deal. 

Are these latest mergers any more likely 








to succeed? Their protagonists say they are. 
“Before, drug companies were forced togeth- 
er because they were weak,” says Jean-Pierre 
Gamier, Glaxo SmithKline’s new chief exec- 
utive. “This is a merger between the strong 
and the strong.” 

Although it is true that none of the four 
companies currently in the limelight is so 
weax that it has to do a deal, Mr Garnier’s 
claim needs to be qualified. Glaxo issued the 
first profits warning in its history last year. 
SmithKline suffered regulatory setbacks and 
is concerned about the expiration in 2003 of 
the patent for Augmentin, its bestselling 
antibiotic. Meanwhile, Pfizer’s tilt at Warner- 
Lambert concerns cholesterol-lowering Lipi- 
tor, a best-selling drug, which is marketed by 
Pfizer and Warner and would 
otherwise fall into the hands 
of anp, which also wants to 
buy Warner. 


Gnomic genomics 
Nevertheless being bigger 
may help in developing and 
marketing new medicines. 
Fussy regulators are demand- 
ing more complicated and ex- 
pensive clinical trials. The ris- 
ing cost of direct-to-comsumer 
advertising is also straining 
budgets. Now that some 30% 
of drug firms’ pipelines are 
filled with drugs licensed 
from other companies, a big 
sales force can attract those 
with good products. 

Yet such factors should 
have worked in past mergers 
too. That they didn’t lead to 
success is a sign that what 
really matters in this R&D 
business is not so much the p, 
but the r. And it is here that recent deals are 
most novel. 

Glaxo and SmithKline believe in a fun- 
damental shift in research, from finding new 
drugs by chance to developing them system- 
atically through an understanding of the ge- 
netic causes of disease. New sciences such as 
genomics are helping researchers identify 
and patent biological “targets”—genes and 
proteins that affect the course of disease and 
might be modified by a new drug. 

The firms think that this may be a once- 
in-a-lifetime opportunity. “There is only one 
human genome,” says Tachi Yamada, the 
new group’s head of rap, “once it is se- 
quenced, that is it. It will be a race tosee who 
gets to claim the intellectual property.” Ap- 
plying these new techniques—and applying 
them with scale and speed—costs a lot of 
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Joystuck 





HANKS to Lara Croft and her digital 

kin, the video-game industry has fi- 
nally come of age, with revenues—and 
production values—rivalling those of Hol- 
lywood. But playing the game game is still 
hard, as Ms Croft's maker, Eidos, proved 
on January 18th with a profits warning 
that cut its share price nearly a third. The 
buxom adventuress got the blame for 
overstaying her welcome one game too 
long. But the real problem goes 
deeper: although game-produc- 
tion costs are quickly rising to al- 
most Hollywood levels, the game 
business itself is still organised like 
a cottage industry. 

As in films, a few winners in 
the video-game business sup- 
porta lot of losers. The difference 
is that game makers tend to be 
small and independent, with nei- 
ther the Hollywood studios’ big 
pipeline of projects to smooth 
out the business bumps nor 
backing from the television sta- 
tions and book publishers that 
are the studios’ sister firms. Worse, 
game companies have not devel- 
oped any equivalent to Holly- 
wood'’s secondary markets—from 
videos to coffee mugs to toys—to 
bring in additional revenue to 
compensate for box-office fail- 
ures. This makes their perfor- 
mance uncertain, and their share 
prices volatile—indeed few are list- 
ed because of just this problem. 

Even the biggest firms, such as 


money. With a $4 billion rap budget, twice 
the size of its nearest rival, the new Glaxo 
SmithKline is betting that it will be in a better 
position to grab its share. 

This approach might well deliver useful 
drugs. Although SmithKline’s collaboration 
with agenomics company, Human Genome 
Sciences, set up in 1993, is a year behind 
schedule, it is yielding promising results. In 
research published this week, Lehman 
Brothers, an investment bank, points out 
that the number of patents on potential new 
drug targets filed by SmithKline over the past 
six years has risen from virtually zero to al- 
most 300. The entire industry worked on 
only 450 targets in the past century. 

Yet this approach to drug making has 
never been tried before and barriers may 
emerge. For a start, turning targets into drugs 
may be hard and require considerable inge- 
nuity. Few of these new biological targets 
have yet yielded a drug worthy of clinical 
trials, although two are expected to go into 
early-stage testing this year. And previous 
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America’s Electronic Arts and Japan's 
Square, are still shakier than most other 
media investments. Although the largest 
games companies are now increasingly 
mimicking Hollywood's studio system, 
serving as a publisher for many small de- 
velopers, every year or two they still face 
“platform risk”—will Sega’s Dreamcast 
succeed? How about Sony’s Play Station 2? 

The lesson, for both the games firms 
and Hollywood, is that bigger really is 

better, or at least safer: in industries 

with a large creative risk, it does not 

pay to be small. 

Consider Hollywood's small- 
est listed “studio”, Pixar. The 
computer-animation specialist 
turns out less than one film a 
year; just one dud would put it 

in danger. Fortunately, “Toy 
Story” and “A Bug’s Life” were both 
hits. The firm’s third feature, “Toy 
Story 2”, has been a blockbuster, 
making it the second-highest 
grossing animated film in Ameri- 
can history. Nevertheless, Pixar’s 
shares have fallen by a quarter. 

Meeting expectations is no lon- 

ger enough: for firms that can 

develop only a few products at 

a time, investors overshoot wild- 

ly. Games makers, whose shares 

have been lifted by the promise of | 
do-everything consoles, such as the 
Playstation 2, have it even worse. Ex- 
pect more consolidation: Ms Croft 
may have finally reached her 

sell-by date. 








drug mergers offer little evidence that size 
brings creativity. Indeed, one of the most 
plausible stories of synergy told by pharma- 
ceutical companies in the past decade—that 
mixing research on crops and people would 
yield fantastic returns—has come unstuck. 
In any case, there may be another way to 
thrive. New technologies, such as the In- 
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temet, will help small drug firms, by drasti- 
cally reducing their advertising and sales 
budgets. Today’s mergers bring opportuni- 
ties to smaller firms, in the form of spin-off 
drugs which are not worth a larger compa- 
ny’s effort to market, because there are too 
few potential patients. Indeed, Sergio Tra- 
versa, a pharmaceuticals analyst with 
Mehta Partners, thinks the torrent of genetic 
information pouring from the large firms 
may help smaller competitors by breaking 
huge populations into genetically different 
tranches of patients. If each tranche re- 
sponds to different drugs for the same condi- 
tion, it will create smaller markets suitable 
for smaller firms. 

It is still too early to say whether big is 
beautiful in the drug world. Glaxo Smith- 
Kline will have the resources to pursue all the 
opportunities coming its way. Along with 
Pfizer/Wamer, it may indeed prove that you 
can replace the serendipity of drug discovery 
with science. But it is a tremendous gamble 
all the same. 

s 





A new kind of Boeing 


SEATTLE 


America’s biggest exporter is over its recent troubles—and is making a pitch at 


selling services, too 


HIS time last year, Phil Condit, Boeing's 
chairman, wamed his most senior man- 
agers that if they did not sort out the compa- 
ny’s problems in its civil-jet business, a pred- 
ator would come along and do it for them. 


The warning seems to have worked. At the 
annual retreat for 300 Boeing bosses in Palm 
Springs earlier this month, Mr Condit could 
afford to be optimistic. Boeing's share price 
rose by a quarter last year, lifting the group’s 
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„market value back above its asset value; mar- 
ons had improved. As Mr Condit would 
ave known at the time of the meeting, the 
m's profits for the year to the end of De- 
mber, which were announced on January 
h, had more than doubled to $2.3 billion. 

Better still, thanks to efficiency improve- 
nents; Boeing is now forecasting increased 
sperating profits of over $2 billion from its 

_ ivil business alone this year, despite a drop 
in revenues of $8 billion because of weak 
‘Asian demand and incursions by Airbus, its 
ropean rival. Even Boeing’s once-troubled 
all jet, the 717 (acquired along with Mc- 
Donnell Douglas in 1997), has landed 135 or- 
ders; enough, perhaps, to save the firm the 
oom embarrassment of shutting it down. 

Far from worrying about predators, Mr 
Condit has been busy recently putting the fi- 
inal touches to a deal announced on January 
#4th, whereby Boeing is buying the space 
and satellite business of Hughes Electronics 
or $3.75 billion, with the aim of grabbing a 
darge share of the market for space-based in- 
‘formation and communications. 

That Airbus took 55% of orders for big air- 
liners last year cannot dent Mr Condit’s bull- 
ishness. Boeing attributes Airbus’s trium- 
phant 1999 partly to orders from leasing 
companies, which needed to balance their 
fleets after buying a lot of Boeing aircraft in 
the mid 1990s. “We still delivered over 60% of 
all planes sold in the past five years,” says 
Alan Mulally, who took over running Boeing 
Commercial Airplane Group 16 months ago. 

The first signs of Boeing's revival came at 
the end of 1998, when it delivered 564 air- 
craft, a record, only 12 months after chaos at 
its glutted factories led toa month-long shut- 
down. But Boeing’s staff achieved this feat 
only by working 23% overtime. This was ex- 
pensive and contributed to write-offs total- 
ling $4 billion, putting the firm into loss. 

» Since then, however, a new manage- 
mientstructure in Boeing Commercial, witha 
business manager for each of the seven air- 
craft models, has brought costs under con- 
trol, Every Thursday morning 60 managers 
pileinto the Mount St Helen’s meeting room 
on the top floor of Boeing Commercial’s 
head office. Linked by intranet to other man- 
agers (including Mr Condit and his number 
two, Harry Stonecipher), they comb through 
an agenda that looks at costs, 
revenues and production | 
schedules, product by product. 
By the end of the day managers 
must have a plan to deal with | 
anything amiss; sometimes the | 
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meetings run into the evening. 
-This is the intense approach 
that first Mr Condit and then Mr 
Mulally employed in the suc- 
cessful launch of Boeing's 777 
twinaisle aircraft in the early 
and mid-1990s. It is paying off: 
overtime has been cut by nearly 
two-thirds, to 9%, and the time 
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needed to assemble an aircraft has fallen by 
more than four-fifths from its peak. After 
shedding 25,000 jobs last year—21% of the to- 
tal—Boeing Commercial still managed tode- 
liver 10% more aircraft last year. 

Financial controls are also tighter. In the 
past few years, Boeing has irritated Wall 
Street with one missed target after another. 
Now the finance director, Deborah Hopkins, 





drafted in from General Motors a year ago, 
has restored credibility, partly by holding 
managers to their targets, partly by making 
them take account of the real cost of capital. 


Lure of services 


But Boeing’s make-over is more than house- 
keeping. The Hughes deal shows how the 


_ company believes that earnings growth will 


notonly come from selling more aircraft and 
increasing margins. “It’s not just about aero- 
planes,” says Mr Mulally. “Soon the business 
is going to be about managing the whole net- 
work of aviation services.” Airlines spend 
more than $300 billion a year to keep their 
fleets in the air, and Boeing reckons that 
about $57 billion of this is on support ser- 
vices which it is well-placed to provide. That 
is as much as the airlines spend on Boeings 
and Airbuses each year; and since Boeing 
currently has only about 4% of this business, 
the potential is alluring. As the owner of 
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Hughes, Boeing will supply broadband com- 
munications between aircraft. Once am-traf-. 
fic centrol switches to satellite systems, it will. 
also link them with Gps satellites. 

Boeing is expanding in more down-to-. 
earth aviation services, too. It is organising. 
the supply of expendable parts for British: 
Airways; it also offers airlines and mechan- 
ics online technical data over the Internet, 
and it will modify aircraft in service as well. 
as converting older airliners into cargo carri- 
ers. In this, Boeing has learned from its de- 
fence business, which gets a fifth of its reve- 
nues now from providing the us Air Force 
with services, such as running bases. 

Boeing's huge defence operation, created. 
out of McDonnell Douglas and Rockwell in 
the past three years, is about to pay another 
large dividend for the civil side. Two proto- 
types of the Joint Strike Fighter (sr) h 
been built by only 58 workers in its factory in 
Palmdale, California, using computerised 
modelling and by snapping togeth 
ules made.around the country. To take such 
techniques into civil production, the head of 
the ysr team has been drafted to Boeing 
Commercial in Seattle. 

An early application could be a new ver- 
sion of the 747 tocompete with the proposed - 
Airbus a3xx. Boeing is still sounding cut cus- : 
tomers about a 747 big enough to carry 500 
passengers (about 100 more than the jumbos 
that fly on long-haul routes today), but has 
already reworked the 747’s electronics and 
digitised the original fuselage drawings, 
which date back to the 1960s. All that is m 
ing for an almost-new model is a new w 
And this would cost'less than Airbus’s al 
new offering, which needs $11 billion to get 
off the ground. 

Despite having acquired twobig defence 
groups, Boeing might not be finished yet. In- 
dustry insiders see British Aerospace Sys- 
tems (sAr) asa possible merger target. Al- 
though it isa minority partner in Airbus, the 
two firms collaborate on half a dozen mili- 
tary programmes, including the jsr thanks 
to BAk’s purchase of Marconi Defence Sys- 
tems last year). 

Mr Condit refuses to rule out transatlan- 
tic aerospace mergers, although he notes that 
firms may find it easier to form alliances or 
joint ventures instead. “Bag is a partner with 

which we have learned how- 
to work. And that is impor- 
tant,” he says. Translation: in’: 
Europe’s recently restruc- 
tured aerospace industry, — 
transatlantic alliances can 
happen. Nothing would 
more clearly illustrate the 
new pragmatism at Boeing 
than to link up with a Euro- 
pean firm which is part of the 
Airbus consortium that has 
recently done so much to 
damage its profits. 
P cuit dla ch Soa EA e 
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Russian telephones 


Ivan the 
talkative 


MOSCOW 


OBILE phones used to symbolise the 
nasty side of the new Russia: prices 
were high, service bad, and the customers 
were an unsavoury bunch of well-connect- 
ed show-offs. But a combination of foreign 
ideas and chilly market conditions is chang- 
ing the picture. The mobile-phone industry, 
centred on Moscow, is now an encouraging- 
ly competitive and mass-market business. 
Until the summer of 


10,000 handsets sold out within days. 

Thanks to this and other schemes, Vim- 
pelCom has now almost caught up with mts 
(see chart), with around 350,000 subscribers 
at the end of the year, more than double the 
level in 1998. Yet VimpelCom’s approach has 
two potential weaknesses. One is that pre- 
paid systems tend to attract stingy custom- 
ers. The other is the danger of relying on its 
old technology. 

The first of these is muted by Russia’s 
primitive financial system. Without direct 
debit from bank accounts or credit cards, 
paying a monthly mobile bill is a chore. Vim- 
pelCom’s pre-paid cards, by contrast, are 
sold at hundreds of retail outlets in Moscow. 
Even rich customers may find that more con- 





1998, two companies had 
the market largely sewn up 
between them. One, Vim- 
pelCom, had good connec- 
tions with the federal au- 
thorities, thanks to its top 
managers’ background in 
government communica- 
tions. The other, mts, was 
one of many lucrative busi- 
nesses in the capital with 
close links to the Moscow 
city government. “Spooks 
versus cronies” was one 
pithy characterisation. 


On the move 
Mobile phones in Moscow 
% of market 





venient than queuing to 
pay their telephone bill. 
The company is side- 
stepping the technological 
problem by rapidly build- 
ing amodern Gsm network, 
spending $60m this year 
(compared with almost 
nothing on its old network). 
The aim is to get the best 
customers to switch toGsm, 
encouraged by, for exam- 
ple, discounts on handsets. 
VimpelCom’s competi- 
tors are trying to catch up 
by using even newer tech- 








There was little real 
competition. mts used the European stan- 
dard, Gsm, convenient when travelling 
abroad, but with skimpy coverage in Mos- 
cow. VimpelCom had started earlier, with 
somewhat inferior American technology, 
but had a slightly better set-up in Russia. A 
typical Moscow biznesmen might have an 
mts phone for himself (handy for those trips 
to offshore financial centres), while his 
driver and wife would have VimpelCom 
ones. Tariffs were remarkably similar. 

The financial crisis in August 1998 turned 
this cosy world upside down. The market 
shrank drastically. As a result, VimpelCom’s 
shares (listed in New York), fell by more than 
80%. The company also suffered from the 
rouble’s devaluation, because it kept its cash 
in Russian government securities, which de- 
faulted. It announced a $43.9m loss in the 
third quarter of 1998. 

The turnaround has been rapid. By the 
end of 1998, it had struck an alliance with a 
Norwegian company, Telenor, swapping a 
25.7% Stake for a $160m cash injection. (mts 
already had a foreign partner, Deutsche Tele- 
kom, but the alliance had been hamstrung 
by financial wrangles). 

Telenor’s advice was simple: volume. In 
October last year, VimpelCom launched a 
new pre-paid service, centred on a $49 box 
containing a handset (worth around $64) 
and a $10 calling card. To many Russians, the 
idea of selling something for less than it cost 
seemed absurd—but irresistible. The first 
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nology. One, Sonet, which 
uses the latest CDMA system, provides excel- 
lent sound quality, but unfortunately lacks a 
mobile licence in Russia. Sonet salesmen sol- 
emnly warn new customers that they may 
use their new handsets only from their of- 
fices. Another, mcc, which operates an al- 
most obsolete system that was common in 
Scandinavia a decade ago, plans to launch a 
GSM service. 

The big question, however, is how the 
former market leader, mts, will react to Vim- 
pelCom’s recovery. It is cutting prices (but 
notas hard) and upgrading its congested net- 
work (but not as fast). “VimpelCom is that 
rare bird: a Russian management that 
changes a failing strategy,” says Tom Ad- 
shead, a telecoms analyst at Troika Dialog in 
Moscow. “mts is going to have to learn a 
harsh lesson: that youcannot bea large oper- 
ator and an elite brand at the same time.” 

Russia’s mobile-phone market hasa long 
way to go before it becomes normal: sub- 
scribers still pay up to 50 cents a minute for 
incoming calls. With average salaries below 
$200 a month, penetration is still only 1.3m in 
a country of 148m. All the more potential for 
an outfit like VimpelCom, which, like mrs, 
has a swathe of mobile licences across Rus- 
sia? Perhaps. But the huge discount on Vim- 
pelCom shares compared with mobile com- 
panies elsewhere shows the worries 
investors have about anything that depends 
on Russian political and economic stability. 
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Greenhouse gases 


Cost free 


HAT is the cost of carbon? This od: 

question is troubling the bosses of bi 
manufacturing companies these days. 
present, the financial cost of emitting carbo! 
dioxide, the principal culpritin global cal 
ing, is next to nothing, because no penaltie 
are imposed on firms producing it. One om 
the main aims of the Prototype Carbon Func 
(pcr), launched by the World Bank on Janus) 
ary 18th, is to help set a figure on the cost o 
carbon emissions—and thus to encourages! 
firms to invest in cutting them. 

The Kyoto protocol, an internationa 
treaty aimed at curbing global warming, was 
signed by the world’s rich countries three 
years ago. It seeks sharp restrictions orm 
greenhouse-gas emissions; it also calls for in- 
ternational trade in emissions, to help lower 
the cost of compliance. The treaty should be 
finally agreed on in November this year; but 
already a “pre-compliance” market has: 
sprung up in anticipation of future curbs on 
greenhouse gases, and this market suggests a 
price of carbon emissions. Garth Edward of 
Natsource, an emissions broker that is al- 
ready trading greenhouse gases, says the 
range of recent trades has been $1 to $3 a 
tonne. As the market develops, the price is 
likely to rise. 

But to what level? The World Bank’s pcr 
should help answer that question by spur- 
ring the nascent market. The idea is for the 
fund to invest in green technologies, such as 
renewable energy, in poor countries, thus re- 
ducing greenhouse-gas emissions. These re- 
ductions are to be independently verified by 
experts on behalf of the pcr,and transferred 
as credits to the fund’s investors, which in- 
clude such firms as Electrabel, of Belgium, 
several Japanese utilities, and various Nor- 
dic governments. The projects will be select- 





Profits go up in smoke 
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The rise of the sink 


OT all industries are worried about 

the Kyoto accord. In fact, many inves- 
tors in agriculture and forestry are hoping 
that the price of carbon emissions shoots 
sky high. They even think that the deal will 
create lucrative new markets for them. 

Sound odd? The World Resources In- 
stitute, an environmental think-tank, ex- 
plains: “Drawing carbon dioxide out of the 
air and into biomass is the only known 
practical way to remove large volumes of 
greenhouse gas from the atmosphere.” Bio- 
mass is jargon for trees and plants, which 
consume carbon dioxide and emit oxygen. 

The final Kyoto treaty may include pro- 
visions toallow a trade in the carbon stored 
naturally in “sinks”, such as tropical forests 
and farms. If so, polluting firms may pay 
the owners of such “sinks” handsome 
sums; in return, they would receive credits 
to help them meet the emissions standards 
accompanying the Kyoto treaty. 

Farmers are keenly eyeing this market. 
Agriculture, argue Helen Durrant and Gra- 
ham Ford of ra Consulting, has become 
such a commodity business that it has 


been deprived of investment. “If the mar- 
ket for carbon management really does 
take off,” they say, “we could see huge in- 
vestment flows to rural areas.” 

Growing such crops as switchgrass not 
only absorbs carbon, but also produces a 
fuel that some power plants can use in- 
stead of oil, coal or gas. Techniques that 
keep greenhouse gases trapped in the soil, 
such as injecting seeds rather than tilling, 
have already led to lucrative contracts. 

In forestry, Australia is forging ahead. 
The State Forests of New South Wales, a 
government firm based near Sydney, has 
worked out a clever way to measure, and 
trade, the carbon dioxide stored in trees. 
Firms pay the company to plant and man- 
age forests on land leased from local farm- 
ers. In return, they get tradable emissions 
credits. Already, Pacific Power and Delta 
Energy, two local firms, and Tokyo Electric 
Power Company have signed on. Encour- 
aged by this flurry, the Sydney futures ex- 
change now wants to create an electronic 
market for trading carbon credits. 

And if the forest bums down? That's 
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Carbon-rich 


yet another business opportunity. Several 
insurers have come up with policies; and 
one of them, America’s Aon, is about to 
launch a unit dedicated specifically to 
dealing with carbon risk-management. 








ed by the World Bank, which will help set 
them up. The first project will capture green- 
house-gas emissions from open landfills in 
Latvia and use them to generate electricity. 

Though small (only $75m now, with a 
cap of $150m), the pcr should add supply to 
an illiquid market. The scheme will also edu- 
cate prospective buyers and sellers; a princi- 
pal aim of the pcr, says the World Bank’s 
Robert Watson, an expert on global warm- 
ing, is “to learn by doing.” Hence, the scheme 
will publish full details of the nuts and bolts 
of transactions, which can then serve as 
blueprints for other schemes. 

The higher the price of carbon rises, the 
more interest there will be in cutting emis- 
sions. Two factors seem to be keeping it low 
at the moment. One is the quality of credits. 
After all, it is not easy to get an independent 
audit of carbon accounts today, although 
firms such as PricewaterhouseCoopers are 
starting to try. Another risk is that the Kyoto 
protocol will fall apart altogether. 

The pcr tackles the first problem head 
on. Its projects will be modified to match ex- 
actly what is finally agreed on by Kyoto ne- 
gotiators. Experts say that this should ensure 
that the credits from this scheme will be of a 
“high quality”, and so warrant a premium. 

But how much, exactly, should the 
World Bank’s seal of approval add to the 
price of carbon? Mr Watson talks of a price of 
between $15 and $30 per tonne of carbon. 
That may seem a lot to some, though it looks 
a bargain to those in countries such as Japan 
that are already more energy-efficient than, 
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say, the United States; reducing carbon out- 
put further will be expensive in such places. 
That is why the Japanese utilities were inter- 
ested in investing in the pcr: “These could be 
the cheapest credits that they will find,” says 
Mr Watson. 

And what of the broader risk that the 
whole Kyoto protocol will collapse? One 
might expect the price of carbon to fall to nil 
in such a case. Perhaps not, says Robin Bid- 
well, chairman of ERM, an environmental 
consultancy. He says that big business, espe- 
cially in Europe, is becoming convinced that 
whatever happens with the Kyoto deal, 
some form of domestic or pan-regional 
emissions restrictions are inevitable in the 
next five years. Only this week, France un- 
veiled a tax on energy-consuming industries 


as part of a ten-year plan tocurb emissions. 
Hence, many firms are deciding to ad- 
dress the problem now. Royal Dutch/Shell, 
an oil giant, is a good example. Convinced 
that action on global warming is necessary 
and inevitable, the firm has promised to cut 
its greenhouse-gas emissions to 10% below 
their 1990 level within three vears. To help it 
do so, it is just about to launch an internal 
carbon-emissions trading scheme. Aidan 
Murphy, who heads the firm’s climate- 
change efforts, says Shell is starting to use 
shadow carbon-prices: that is, all its big in- 
vestments must be analysed to see if they 
provide adequate returns if carbon emis- 
sions are priced at $5, $20 or $40 per tonne. 
“This is not altruism,” insists Mr Murphy. 
“The key is the cost of carbon.” 
a 








Microsoft 


Togetherness 


There is both more and less than meets the eye to the decision of Bill Gates to 
pass the chief executive’s mantle to his best friend, Steve Ballmer 


T IS still business as usual at the world’s 

biggest software company. Steve Ballmer, 
who used to run sales, took over the day-to- 
day management of Microsoft 18 months 
ago, allowing Mr Gates to retreat into a more 
“visionary” role. The new arrangement, un- 
der which Mr Gates remains as chairman, 


but assumes the title of chief software archi- 
tect, merely formalises the current reality— 
reflected in the minimal impact the an- 
nouncement had on the firm’s shares. 

Nor does the move presage a change in 
strategy. A belligerent Mr Ballmer reaffirmed 
the company’s hardline approach todefend- 
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ny that the government is rumoured to 
favour as “reckless and irresponsible”. Al- 
though Mr Gates spoke excitedly about Next 
Generation Windows Services (News), a 
new idea that he would be working on, it is, 
in effect, just an ugly umbrella name for the 
grand Internet strategy under development 
at Redmond for some time, 

For all that, the timing was richly sym- 
bolic. The next five years—at the end of 
which Mr Gates, who will then be 50, has 
hinted that he may retire--will determine 
whether Microsoft can preserve its domi- 
nance in the Internet era, or whether it will 
have to settle for wealth and power. 

In same ways, the situation today is rem- 
iniscent of that five years ago. Back then, Mi- 
crosoft was just about to release Windows 95, 
amuch-anticipated and much-delayed new 
operating system, but the effort had distract- 
ed it from understanding the significance of 
Netscape’s arrival with the first com- 
mercial web-browser. The rest, of 
course, is history. Microsoft under- 
went its Internet epiphany and suc- 
cessfully clobbered Netscape, grab- 
bing the lead in the browser market, 
albeit at the cost of setting in motion 
the biggest antitrust action for a gen- 
eration. 

Mr Gates’s move coincides with 
the “soft” launch of another late-ar- 
riving new operating system, Win- 
dows 2000, and the start of another 
assault on the Internet. From Mon- 
day, new pcs and servers can be or- 
dered with the new operating sys- 
tem, which is claimed to combine 

- the usual features of a fresh Win- 
dows product with the strength and 
stability of a good Unix system. Al- 
though the official launch and all the 
accompanying razzmatazz will not 
occur until February 17th, when the 
shrink-wrapped boxes arrive at re- 
tailers in their millions, it is a moment for Mi- 
crosoft to savour. 

Windows 2000 has been years in the 
making and, with up to 4,000 programmers 
involved at any one time and well over 30m 
lines of code, has been described as one of 
the biggest engineering projects in history. At 
times, this huge effort has threatened the 
company’s very equilibrium. Getting Win- 
dows 2000 out of the door is not only a huge 
relief, but will also free resources for other 
things and give Microsoft’s operating in- 
come the kick that this week’s solid, but un- 
sensational, second-quarter earnings figures 
suggest it needs. 

Windows 2000 looks almost certain to 
succeed, eventually taking Microsoft, for the 
first time, into the inner sanctum of the cor- 
porate data centre. But in Mr Gates’s eyes, it 
will have fulfilled its destiny only if it be- 
comes the core of what he is calling Win- 
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ing the continuing antitrust action, predict- : 
ably describing the break-up of the compa- 





dows ona (Distributed interNet Architec 


ture) 2000. In essence, Microsoft wants to 
create a Windows Internet platform with a 
range of related applications and services 
that suit it better than non-Windows In- 
ternet devices. In other words, in much the 
same way that America Online (AoL) has 
created a “walled garden” of proprietary 
content and chat-rooms~-now to be enor- 
mously extended by its takeover of Time 
Warner—that ties in with the World Wide 
Web, so Microsoft is trying something simi- 
lar with software and services. Some of those 
services will be accessible through any In- 
ternet platform, but the fullest range of func- 
tions and the smoothest integration will 
come from using Windows pna: Windows 
2000 running on both web servers and pcs, 
while other versions of Windows power 
consumer devices and mobile phones. 

Just as AOL manages to corral its sub- 
scribers for more than 80% of the time they 
spend on the web, so Microsoft is betting that 





the NGws, supported by Windows pna, will 
keep its customers from straying into the 
clutches of other software vendors. If Micro- 
soft succeeds, it will have headed off the two 
biggest threats the Internets second era 
poses to the firm. 

The first is the commoditisation of the 
operating system on both the workstation 
and the server. The growth of the free operat- 
ing system, Linux, is leading all the big Unix 
vendors to revise their pricing. Although the 
server edition of Windows 2000 is designed 
to be cheaper than other operating systems 
for corporate networks, free is free. Yet Linux 
and the similarly free Apache web server, as 
products of the fragmented open-source 
movement, will find it hard tocreatea tightly 
integrated and well-architected platform for 
developing apphcations—something that 
Mr Gates understands better than anyone. 

Microsoft fears that if applications in- 









“creasingly reside on the Internet, rather th 


on the desktop, all that is needed to gain 
cess to them is a browser and a basic ope: 
ing system. The inertia and conservatism 
Windows customers will probably rende 
any challenges to Microsoft's rc heartla 
little more than irritations, but Microso 
needs the idea of nGws to catch on if it is # 
make headway in devicesother than pcs. — 

As well as the long-term threat to Wir’. 
dows, the Internet is also changing the ma 
ket for applications software. Selling sof 
ware is evolving into a service industry, z 
applications move to the web, where the 
can be rented or bought by subscription. Mi 
crosoft has been an active investor ang 
partner in the new breed of Internet applica 
tion service providers—only last week it pu 
money into Digex and Corio—-and has higk 
hopes that later versions of Windows 200¢ 
will become the mainstay of this marke 
This, in turn, calls for a web version of it 
best-selling Office 2000 program to run onl 
on computers using Windows 200c 
That way, Microsoft hopes Window: 
and Office will reinforce each other on 
the Internet just as they do now, ensur= 
ing a smooth transition from licence tom 
rental income. 



















Window shopping 

Microsoft's continued triumph is by no 
means assured. A stripped-down Of- 
fice for the web will not be as profitable 
as today’s popular, albeit bloated, pro- 
duct, and will be harder to differentiate 
from cheaper, or even free, alternatives, 
More fundamentally, the Internet, 
which is based on a set of open stan- 
dards and common interfaces, is hostile 
to the kind of colonisation that Micro- 
soft is plotting. Rivals such as Sun, IBM, 
Novell and Oracle will do all they can to 
foil its plans, and aoL-Time Warner is a 
powerful new foe in the consumer mar- 
ket. All these firms will argue that, de- 
spite the benefit claimed by Microsoft 
of tight integration based on proprietary 
technology, it is precisely the shared stan- 
dards of the web that have made possible 
the recent surge of innovation. 

But Mr Gates and Mr Ballmer are a for- 
midable combination. As one colleague puts 
it: “They're two halves of the same person. 
Together they constitute the finest business 
executive in the world.” The wild card is the 
antitrust case. If Microsofts strategy is to 
work, every bit of the company will have to 
work as one—a point that Mr Gates has re- 
peatedly stressed. That may notcut muchice 
with the Department of Justice. Indeed, it 
could well see Microsofts grand Internet 
strategy as a vindication of its central argu- 
ment that Microsoft uses its market power to 
stifle innovation. And if the government pre- 
vails and Microsoft is broken up, ncws will 
be nothing more than four dead letters. 
ee ee ee ee eee MES | | 
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Mannesmann’s dogged defender 


Will Klaus Esser keep his fight with Vodafone fair? Whether he does or not, 
Germany will get a valuable lesson in shareholder capitalism 


6GPPOHIS isn’t the end of the story,” predicted 
. Klaus Esser last year after Mannes- 
mann had swooped on two Italian telephone 
- companies, confirming its status as Europe’s 
“rising telecoms star. How right he was—al- 
though the script has hardly unfolded as he in- 
tended. Within months, the predator was 
prey, and Mannesmann faced a hostile take- 
over bid from Britain’s Vodafone AirTouch, its 
partner in several European ventures. As the 
battle nears its end, scheduled for February 
7th, all eyes are on the German target’s cere- 
bral, mild-mannered chairman. Shareholders 
will choose the outcome, and their choice de- 
spends crucially on Mr Esser’s tactics. 

Mr Esser is in many ways an unlikely de- 
“fender of the status quo in the face of Anglo- 
Saxon barbarians. He speaks fluent English 
and has an mea from mit. When he took the 

reins last May after five years as chief financial officer, Mannes- 
mann had just completed a remarkable decade-long transforma- 
tion from a hidebound maker of steel tubes toa fast-growing com- 
munications group. As finance chief, he became a model for 
German proponents of shareholder value, as he shuffled assets to 
boost returns and his firm’s share price soared~-matching Voda- 
fone’s own wild career (see chart). 

Like DaimlerChrysler’s Jürgen Schrempp, who sits on Man- 
nesmann’s supervisory board, Mr Esser understood earlier than 
other German managers that with a high share price and clear ac- 
counts,a company could use the capital markets to finance foreign 
deals that would otherwise be tricky. Not that Mr Esser is as flam- 
boyant as Mr Schrempp. He is eloquent, but quiet; passionate, but 
bookish; and deeply private. Like Chris Gent, Vodafone's boss, he 
is uncomfortable in the limelight, as was evident at London’s Sa- 
voy Hotel in November, when he seemed startled by the scrum of 
reporters. His most useful qualities, say colleagues, are single- 
mindedness, bordering on the autocratic, and a clarity of strategic 
vision. He has consistently argued that Vodafone is weak in data 
communications and the Internet, and will be hampered by alack 
of control over its international operations. He believes that Voda- 
fone’s main reason for the bid is to break its own strategic impasse. 
In private, he compares Vodafone to the emperor with no clothes. 

Yet, for all his skill as a manager and communicator, Mr Esser’s 
back is against the wall. With the argu- 


ments finely balanced, hecanexpectGer- | Neck and neck ah 
“Share prices, $ terms, January ist 1989=100. 


f. 
many’s small investors and many of its | , 
fund managers toerron the sideofloyalty | ; 
to a management team that has done — osde 
them proud. But the foreign fund manag- | 
ers who hold up to 60% of Mannesmann | 
are not so sure. Fewofthemagree withMr | 
Esser’s assertion that expansion in Amer- | 
ica, where Vodafone is strong, is nota | 
pressing concern. Even those who accept | 
that Mannesmann deserves more than | 
half of a combined Mannesmann/Voda- | 
fone, because it is the faster-growing of | 
the two, think he should at least talk with | 
Mr Gent. The rise in Vodafone's share | 
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price this week, which lifted its all-paper offer 
as high as €305 ($309) a share, within the range 
that Mr Esser has said he considers fair value, 
suggests that Vodafone has the edge. Mr Esser 
dismisses the rise as part of a wider rally. 

On January 20th Mr Esser rebuffed Voda- 
fone’s offer of negotiations and a slightly high- 






will come in for closer scrutiny. The Vodafone 
camp complains that he keeps shifting th 
goalposts to avoid talking, initially sayingeach 
Mannesmann share was worth. €300, 4 
claiming a range of €340-390—and all thisjus 
a couple of months after swapping 
mann shares at €158 in: the take 
Orange, a British mobile operator. “He is aval 
ue purist,” insists an adviser to Mr Esser. How- 
ever, another admits that “having dug his 
heels in, he is loth to budge”. 

How far will Mr Esser go to repel Vodafone? Many observers 
(at least outside Germany} expected Mannesmann to erect a 
“barbed-wire” defence designed to fend off Vodafone. To Mr.. 
Esser’s credit, so far he has resisted the temptation, with the excep- 
tion of a failed court injunction against Goldman Sachs, Voda- 
fone’s main advisers. He has also listened to shareholders’ criti- 
cisms, for instance agreeing to float Mannesmann’s Internet 
operations, even though he worries that this may be premature. 
Just as important has been his refusal to stir up the political furore 
in Germany that greeted Vodafone's assault. Few doubt that he ` 
could have hurt Vodafone’schances by characterising its bid asan 
attack on Germany’s culture of consensus. Instead, he pleaded 


with politicians to stand clear. He has “an almost visceral antipa- | 


thy” to state interference in business, says a colleague. 


Lesser Esser 
Mr Esser’s biggest contribution might end up being similar tc that 
of Mikhail Gorbachev: the man who paved the way for change, 
however unexpected or unpalatable it turned out to be. But it is 
still too early to award this accolade. This week he leaked news of 
talks with Vivendi that could lead to the French group combining 
some or all of its telecoms activities with Mannesmann. Such a 
move would provide Mannesmann with the last big piece of its 
European jigsaw, because italready owns mobile networks inGer- 
many, Italy and Britain. Not incidentally, 
such a deal would probably also defeat 
Vodafone’s bid, since Vivendi would re- 
ceive a large stake in Mannesmann and 
would almost certainly back Mr Esser. 

He has hastily reassured sharehclders 
w0. that they could judge any deal during Vo- 
| dafone’s offer. Nevertheless, fears have 
grown that he may be tempted into this, 
or some other deal, to escape defeat. Yet 
that risks pulling the rug from under Man- 
nesmann’s shares, especially if Mr Esser is 
deemed to have put independence above 
shareholders. For a firm that needs highly 
rated shares as currency for expansion, 
such a victory would be Pyrrhic. 











er price. If he is too dismissive, his judgment | 






























The global connections to 
handle the largest FX transactions. 
Anytime, anywhere. 


Our global market presence, top-rated research and sophisticated analytics 
enable us to offer clients a unique combination of liquidity and strategic advice. 
That's why governments, asset managers and corporations around the world 
turn to Goldman Sachs for foreign exchange transactions. No matter how large 


the deal or how obscure the currency, clients look to us for the liquidity they need. 
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Sanking at your convenience 


DKYO 


iow the Internet is helping Japan’s corner shops become banks 


OODLES, newspapers, mortgages? As 
. N the financial industry deregulates, Ja- 
yan’s low-cost, high-tech and customer- 
riendly convenience stores (called konbini) 
seem the ideal businesses to be taking on the 
country’s dreadful banks. A flurry of recent 
announcements suggests this is just what 
the big chains plan to do. But their ambitions 
are not quite what they seem. In Europe and 
America, new entrants to the banking mar- 
Bket have used their powerful brands to pick 
Boff profitable banking businesses, such as 
personal loans and mortgages, 
leaving banks with the dull and 
costly task of handling pay- 
ments. In Japan, however, the 
konbini applying for banking li- 
cences are about to turn this 
model on its head. 

The reason is the Internet. 
With a neighbourhood shop on 
nearly every street corner, the 
konbini chains think they can fix 
two problems that have plagued 
Internet shopping elsewhere: dis- 
tribution and payment. Unlike 
many online retailers, the kon- 
bini have reliable and sophisti- 
cated distribution systems. For 
example, Seven-Eleven, Japan’s 
biggest konbini chain, has 8,000 
outlets—nearly three times as 
many as Wal-Mart, the world’s 
biggest retailer by sales. 
7dream.com, an e-commerce 
venture which Seven-Eleven un- 
veiled this month, aims to provide Internet 
shopping at home or on in-store terminals. 
Instead of offering door-to-door delivery, the 
firm’s parent, Ito-Yokado, wants to lure cus- 
tomers to the nearest Seven-Eleven shop to 
pick up their purchases. These could include 
many items not usually found at a comer 
shop, such as airline tickets, books or pop 
music, downloaded from the Internet at a 
terminal in the shop. 

The shops will be used not just as a dis- 
tribution channel but also to collect pay- 
ments. This is a business with big potential in 
Japan, where credit cards, the usual pay- 
ment method for goods ordered over the In- 
ternet, are widely held but rarely used. Re- 
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cent surveys suggest that fears about fraud 
and the misuse of personal information will 
prove an even bigger deterrent to Internet 
shopping in Japan than in Europe or Ameri- 
ca. Because of Japan’s low rate of street crime, 
people are accustomed to carrying thick 
bundles of bank notes, so cash is the obvious 
way to pay e-commerce bills. By transform- 
ing themselves into low-cost local commu- 
nity banks, the convenience stores can tum 
this national trait to their advantage. 


ATM developed jointly with Nec, a Japanese 
industrial-electronics company. Shops will 
also accept debit cards, the market for which 
banks such as Fuji and Sanwa are just begin- 
ning to develop. But Seven-Eleven’s own 
bank will also accept deposits and issue 
cards. That should save Seven-Eleven and its 
customers the other banks’ transaction fees. 
Dean Perry of ınG Barings, a Dutch invest- 
ment bank, suggests that schemes such as 
loyalty points to promote own-brand card- 
use could then reduce the labour costs in- 
curred in handling cash. 

Banking licences open up all manner of 
possibilities. They are a requirement, for ex- 
ample, for any company that wants to run 
ATMS. The new banks will also be plugged 
directly into Japan’s clearing system. This 
will make iteasier and cheaper to process the 
large volume of payments between the mil- 
lions of customers and hundreds of busi- 
nesses that Ito-Yokado hopes its e-commerce 
venture will attract. Other kon- 





Konbini already handle a lotof cash pay- 


i V 


ments for utility bills. Last year Seven-Elev- 
en, for instance, processed electronically 
80m payments (worth ¥6o0 billion, or nearly 
$6 billion). Itnow plans to extend this service 
to goods bought over the Internet—and not 
just at 7dream.com’s website. Last year, Ito- 
Yokado launched an Internet payments-ac- 
ceptance service open to any participating 
company. With the click of a button, shop- 
pers generate a bar-coded payment slip, 
which can be printed out and taken to their 
local shop. 

Customers will be able to pay for their 
goods by withdrawing cash from automat- 
ed-teller machines (arms). Ito-Yokado plans 
to install in all of its shops a new, low-cost 


bini chains are now following 
Ito-Yokado’s lead. On January 
13th, for instance, a consortium of 
five, led by FamilyMart, said they 
would set up a joint venture to 
develop Japanese e-commerce. 
Together, the consortium has 
about 12,500 outlets. And this 
week Daiei, a supermarket 
group, announced its decision to 
sell its 20% stake in Lawson, an- 
other konbini chain, to Mitsub- 
ishi Corporation, a big trading 
house. That deal may furnish 
Lawson with the right contacts to 
develop its own e-commerce 
business. 


Stored value 

This is undeniably exciting stuff. 
But the mystery is why Seven- 
Eleven is so scrupulously avoid- 
ing offering other financial ser- 
vices alongside payments and deposits. 
Maybe it has simply not heard of the money- 
spinning successes of Britain’s big supermar- 
ket chains, which offer a combination of 
high-interest savings accounts, adminis- 
tered at the till, with other products, such as 
loans, mortgages and insurance, sold over 
the telephone. 

More likely, Ito-Yokado has played its 
hand badly. Its first attempt to secure a bank- 
ing licence was to team up last September 
with the four banks who were part of its orig- 
inal atm project: Bank of Tokyo-Mitsubishi, 
Asahi, Sanwa and Sakura Bank. But the 
banks balked at the low fees Ito-Yokado was 
planning to charge for arm cash withdraw- 
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als. Since low fees were, after all, the point of 
the exercise, the company dropped its bank 
partners and joined a non-bank consortium, 
led by Softbank, a Japanese Internet compa- 
ny, which was bidding to buy Nippon Credit 
Bank, a nationalised lender. Soon came 
word that the financial authorities were not 
overly impressed with the thoroughness of 
Softbank’s plans, nor the clarity of its think- 
ing. So Ito-Yokado had to retur cap-in-hand 
toits erstwhile banking friends, finally secur- 
ing a deal last week. Restrictions agreed to as 
part of that deal could be what is tying the 
company’s hands. 

There are now accusations that Ito-Yo- 
kado has been stitched up by the govern- 
ment as part of a broader “backlash” against 
banking reform. In Japan, such suspicions 
are understandable. But no regulator wants 
to dish out bank licences to all-comers: gov- 
ermments guarantee deposits, and a failure 
of the payments system could be disastrous. 

In Britain, when the supermarkets 
opened their banking operations, it was in 
partnership with established banks, provid- 
ing the regulators with a considerable degree 
of reassurance. Ito-Yokado might have se- 
cured a better deal had it, like the British 
chains, played the banks off against each 
other. After all, good retailers everywhere 
have less to learn from banks than they have 
to teach them—clever branding, marketing 
and attentive service. And nowhere are those 
lessons more necessary than in Japan. 
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The Italian jobs 
| ROME 
Fe someone who is celebrating his 81st 

birthday this week, Luigi Lucchini keeps 
remarkably busy. Besides running his fam- 
ily’s large steel group, Mr Lucchini holds 
down several other big jobs.They include 
directorships of six firms that are among 
the blue chips of Italy’s stockmarket, and 
the chairmanship of three of these. Now, 
however, Mr Lucchini may find himself 
with some time on his hands. 

Thank the European Union’s competi- 
tion directorate. Not that Mario Monti, the 
EU’s competition commissioner, is con- 
cerned about Mr Lucchini’s overdoing 
things. Mr Monti has a gripe about the po- 
tential conflicts of interest arising from in- 
terlocking directorships. So one condition 
of the eu’s approval this month of the take- 
over by Assicurazioni Generali, Italy’s larg- 
est insurer, of ina, the fourth largest, is that 
members of Generali’s executive board 
should not hold other posts through which 
competition in the insurance market might 
be distorted. 

This will enforce some degree of retire- 
ment on Mr Lucchini. Besides sitting on 





Competition policy 
Competing 
Interests 


BRUSSELS 


Į YOU wanted to do some serious rigging 
of European Union markets by means of 
an illegal cartel, pushing up prices or sharing 
out customers, chances are that you would 
not send an advance memorandum describ- 
ing your intentions to the eu’s anti-trust au- 
thorities. You would keep your head down 
and pile up the profits until the day when the 
authorities came to find you. 

But say, on the other hand, you ran a big, 
law-abiding firm that was planning an en- 
tirely fair and commercial distribution ar- 
rangement with another firm. Your plan 
might, at first glance, seem to fall within the 
very broad prohibitions set down in the eu’s 
treaty of Rome designed to catch restrictive 
practices and abusive monopolies (see box). 

Very probably, your plan would qualify 
for one of many exemptions, whether the 
sweeping ones included in those same arti- 
cles or more specific ones in rules added lat- 
er. These include special rules for “vertical” 
agreements between distributors at different 
levels in a market, which the European 
Commission is currently simplifying. This 
week the commission said it was also con- 
sidering new rules for some “horizontal” 


Generali’s executive board, he is also a di- 
rector of its biggest shareholder, Medio- 
banca, an investment bank. In addition, he 
is chairman of Compart, a holding compa- 
ny that controls La Fondiaria, a big Flor- 
ence-based insurance company in which 
Mediobanca and Generali are the second- 
and third-largest shareholders. Mr Monti’s 
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[ The powers that be: Article 81 of the Treaty 
of Rome prohibits al] “agreements” and “con: 
certed practices” which “may affect trade be- 
tween Member States and which have as 
their object or effect the prevention, restric- 
tion or distortion of competition”. But excep- 
tions may be made for agreements and prac- 
tices which contribute “to improving the 
production or distribution of goods”, or to 
other forms of “technical and economic pro- 
gress”, and which give consumers “a fair 
share of the resulting benefit’. Article 82 bans 
any “abuse of a dominant position” in a mar- 
ket by a firm or group of firms, particularly 
abuses involving price-fixing or market-shar- 
ing arrangements, and which “may affect 
trade between Member States”. 





agreements between competing firms. 

In practice, you would follow your law 
yer’s advice and play safe. You would notifwy 
your plan to the sole authority able to gran» 
you an exemption, the European Commis 
sion in Brussels, and you would ask for con 
firmation that your plan was indeed legali 
You would be encouraged in this course by 
the knowledge that the application to Brus 
sels also shielded your deal from legal chal- 
lenge at home. 

The result is thatcompetition officials at 
the commission—153 civil servants—have’ 
been deluged with hundreds of dossiers: 
each year describing perfectly unobjection- 
able trading arrangements that they have 
scarcely time to read, let alone analyse fully. 
Usually, an official writes a quick letter back 
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ruling also stipulates that Generali must 
sell its stake in La Fondiaria. 

Of course, Mr Lucchini is doing no 
more than is expected of members of the 
“salotto buono” (good drawing-room) of 
Italian business. Interlocking director- 
ships, backed by a complex web of cross- 
shareholdings, have been used to protect 
many of the country’s big firms from some 
of the harsher effects of market forces. At 
the centre of the web is Mediobanca, 
whose 92-year-old honorary chairman, 
Enrico Cuccia, still pulls the strings. As well 
as Owning 12% of Generali and 14% of La 
Fondiaria, its portfolio includes significant 
stakes in many of Italy’s most prominent 
financial and industrial firms. 

Generali resents talk that it is under 
Mediobanca’s thumb. Gianfranco Gutty, 
its managing director, insists that the firm 
always acts in the interests of all its 150,000 
shareholders. Some may wonder, how- 
ever, if Generali is getting Mr Gutty’s full at- 
tention. He sits on the board of more than 
20 firms. To crown it all, he is also a director 
of Mediobanca in which Generali is a sig- 
nificant shareholder. However keen Mr 
Monti is to let in fresh air, the muggy, inces- 
tuous atmosphere pervading the “salotto 
buono” will be hard to disperse. 
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Monti sheds some power 


saying the plan looks all right at first glance, 
and both sides are happy. The plan goes 
ahead, and the dossier gets filed away. 

But every hour officials spend rubber- 
stamping these routine applications is an 
hour less they have available for seeking out 
the secretive and harmful cartels that ought 
to have first claim on their attention. The 
need for change of some sort has long been 
obvious. At last it is coming, if slowly, and 
not necessarily surely. 

This week the European Parliament de- 
bated and approved radical plans from the 
commission which would abolish the cen- 
tralised notification system. The commis- 
sion wants to share out to national courts 
and antitrust authorities the power to grant 
exemptions under articles 81 and 82, ending 
its own monopoly in this area. Firms that 
want clearance can seek it at home, not in 
Brussels. Commission staff will have much 
more time to pursue the firms with some- 
thing to hide. (Mergers are dealt with under a 
different regulation, and the commission’s 
rules for investigating them would not be af- 
fected by this reform.) 

The proposed changes will not pass into 
law until next year at best, and only then if 
governments agree. They also require all Eu 
countries to allow national competition au- 
thorities to apply community law as well as 
national law. Only eight of the 15 do so far. 

One deep worry voiced this week by 
Euro-mps, and also by some industry groups, 
concerns the uniformity of the new system. 
Can national authorities be relied on to im- 
plement £u rules identically? Or will some 
countries prove more lenient than others? If 
they do, that would threaten the integrity of 
the Eu asa “single market”. 

The Eu’s competition commissioner, 
Mario Monti, says the reforms address this 
danger adequately. Under the new rules, the 
commission would still set competition poli- 
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RITAIN may soon find life outside the 

euro rather lonely. The other three 
members of the European Union still 
clinging to their national currencies are all 
moving closer to jettisoning them in fa- 
vour of the euro. 

In Denmark, where the government 
promises a referendum on the euro by 
March 2002, latest opinion polls put the 
yes camp 13% ahead of the noes. In Swe- 
den, leaders of the ruling Social Demo- 
| cratic Party decided on January 14th to 
| backeuroentry, although they have yet to 
set a date for a referendum. And on Janu- 
ary 15th, Greece took a big step towards its 
aim of joining the euro in January 2001 by 
revaluing the drachma, which fluctuates 
in 15% bands around a central rate against 
the euro (see chart). Greece says it will ap- 
ply for euro membership in March; a deci- 
sion on whether it meets the requirements 
for membership is expected in June. 

Until recently, the only way for the 
drachma was down. Greece’s economy 
was the £u’s basket case, with double-digit 
inflation, whopping budget deficits and 
patchy growth. Its hopes of joining the 
euro were laughed at. No longer. Its econ- 
omy is booming, and its stockmarket was 
| among the £u’s best performers last year. 
Moreover, Greece now passes most of the 
tests for joining the euro. Its budget deficit 
is below the required 3% of cpr. Public 
debt as a share of cpp, though still huge, is 
falling and is below Italy’s. Inflation was 








Ever closer to the euro club 


2.6% last year, only a shade above the ac- 
ceptable level. But there is asnag: Greek in- 
terest rates, at 10°4%, need to fall to the 3% 
prevailing in the euro area by next Janu- 
ary without triggering inflation. 

That is a tall order. But the drachma’s 
revaluation will help. It allows Greece to 
maintain a tighter grip on the monetary 
reins—and thus to keep inflation under 
control—as interest rates fall towards 
those in the euro area. Once interest rates 
do start to come down, the drachma 
should resume its traditional downward 
course. But monetary policy will still be 
tighter than it would have been without 
the revaluation. Greece is not quite ready 
to take its bows yet, but the drachma is al- 
most played out. 








The Greeks are coming 


Greek drachma per euro oF; = 


~315 









Central rate 











POE OIC ST Tee vue i arr ve Al! Va 
3I FMAM) JAS ONDI 
1999 2000 














cy for the whole £u. It would issue notices 
and regulations to advise or bind national 
authorities when needed. It would have the 
power to overrule national proceedings and 
to impose its own decisions if it thought na- 
tional authorities were handling cases the 
wrong way. But mainly, the new system pre- 
sumes that the principles of eu competition 
policy are already well established, well un- 
derstood and well accepted by national au- 
thorities. That assumption may be sorely 
tested over time. 
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Asian currencies 


Keep down 


BANGKOK 


SIA’S central bankers will soon get a sec- 
ond chance. As their economies contin- 

ue to recover, their once-battered currencies 
are being tugged firmly upwards. Many of 
those currencies rebounded in the first half 
of last year, only to slide back in the third 
quarter. Since then, however, they have been 


climbing again; and with the region's econo- 
mies now on a sounder footing, most ana- 
lysts expect the upward pressure to be more 
persistent. Gloom and doom have been sup- 
planted by talk of rapid export growth, 
strong capital inflows, and a coming boom 
in Asian high technology. All this, of course, 
has a familiar ring—and with luck, Asia’s 
policymakers will recognise the chimes. 

The region’s governments could yet run 
into trouble if they do not respond sensibly. 
So far, many have been reluctant to let their 
currencies appreciate. Malaysia, despite 
loosening the currency controls it imposed 
in August 1998, is still pegging the ringgit to 
the low rate of 3.80 per dollar. South Korea, 
Taiwan and Thailand have allowed their 
currencies to rise a bit (see chart on next 
page), but they hesitate to take the reins off 
for fear that doing so will dent their export 
competitiveness and stall their recoveries. 

Last year, as hefty trade surpluses boost- 
ed foreign-exchange earnings, central banks 
held their currencies down by selling their 
own currencies for dollars, rebuilding their 
reserves in the process. This increased the 
supply of local currency; so to keep liquidity 
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in check, the central bankers borrowed some 
of that currency back from local banks. The 
precise extent of this “sterilisation” is hard to 
gauge. But Vincent Low, a currency strategist 
at Merrill Lynch in Singapore, reckons that 
last year South Korea, Malaysia and Thai- 
land each borrowed back about 50-60% of 
the net foreign-exchange assets they accu- 
mulated during their interventions: in effect, 
they chose a middle ground between com- 
plete sterilisation and easy money. 

With their economies caught in nasty 
slumps, these policies have had few ill ef- 
fects. But as demand grows, and Asia’s econ- 
omies return tofull capacity, sterilisation can 







beexpected toadd to upward pressureonin- 


terest rates. And if governments were to 
maintain weak exchange rates without steri- 
lising, inflationary pressures would quickly 
mount. It would be far better, say many 
economists, simply tolet currencies appreci- 
ate, which would reduce inflation and re- 
store a healthier balance to trade flows. 

Neil Saker, an economist at sc Securities 
in Singapore, points out that if Asian econo- 
mies gather steam, low exchange-rates will 
prop up inefficient industries, by raising the 
price of rival imported products. That is a 
danger for Malaysia in particular. If it main- 
tains its low peg for tao long, it risks a repeat 
of the property-driven borrowing binge seen 
afew years ago. That may be one reason why 
speculators have begun betting ona revalua- 
tion of the ringgit this year, in an ironic rever- 
sal of the months preceding the imposition 
of the peg in 1998. 

As for Malaysia’s neighbours, Mr Saker 
thinks central bankers will get the message 
and stop holding their currencies back. The 
question is when. Since Korea, Taiwan and 
Thailand must all hold elections this year, 
policymakers may resist appreciation for a 
while yet, assuming they still have some 
slack. They will probably get away with it. As 
Mr Low puts it, “they still have some leeway 
todo the wrong thing for a while longer.” 
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Investment banking 


The wisdom of Salomon 


Schroders, the biggest surviving British investment bank, has been bagged by 
an American. It will make a fine trophy 


T IS not going to change the world. It 

doesn’t involve the Internet. And, to be 
frank, it is, in the scheme of things, rather 
small. But the announcement on January 
18th that Salomon Smith Barney (sss), part of 
Citigroup, would buy the invest- 
ment-banking operations of 
Schroders, a British investment 
bank, for £1.36 billion ($2.2 billion) 
was intriguing nonetheless. And not 
only because this is the largest 
quoted investment bank still in Brit- 
ish hands—whose capture, follow- 
ing the sale of S.G. Warburg, Barings 
et al to foreigners, prompted, if not 
hand-wringing, then at least a cer- 
tain sadness. No, the deal provides 
another demonstration, if any were 
needed, that to succeed in the rapid- 
ly consolidating investment-bank- 
ing business three qualities are 
needed: be big, be global and, pref- 
erably, be American. 

These last two virtues are, of 
course, connected. Many foreign in- 
vestment banks have not penetrat- 
ed much further into America than 
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Plymouth Rock. Since America is home to 
the world’s biggest and most sophisticated 
securities market, its biggest companies and, 
lest we forget, its most wonderful technol- 
ogy (the Internet, of course), this is something 
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ofa handicap. America, indeed, was the roc 
on which Schroders’s ambitions founderec: 
The principal reason for the sale of its inves 
ment-banking operations, says one closel 
involved in the decision, was its inability te 
build or buy an American presence. 

Schroders has, in essence, three core, 
businesses: asset management, which it i 
keeping; mergers and acquisitions (Maa 
and securities, which since the sacking o 
two-thirds of its Asian team in late 1997 it ha 
built aggressively in Europe during the past 
couple of years. The first isa stand-alone and 
until lately, extremely successful busines: 
which the firm wants to develop. The sec 
ond, which focuses mainly on British, rather“ 
than continental European, work has pros- 
pered, but has seen the big American firms— 
notably Goldman Sachs, Morgan Stanley 
Dean Witter, and Merrill Lynch—eat into its 
market share. 

The third arm—Schroders’s securities 
business—-was supposed to help remedy 
this, by providing maa clients with dealing 
capacity and skilled industry analysts. At 
best, however, it has arrested the relative de- 
cline of the investment-banking operations, 
and added hugely to the firm’s costs because 
everybody is trying to hire good analysts. 
The maa industry is fast becoming more glo- 
bal. Firms that cannot offer truly interna- 
tional coverage are falling behind. In prac- 
tice, since noone else has much of a foothold 
in America, this means that the Americans, 
who do have footholds elsewhere in the 
world, are cleaning up. 

This lesson was not lost on Win Bischoff, 
Schroders’s chairman, nor on the rest of 
Schroders’s management. The question was 
how to respond. Schroders’s American oper- 
ation was based on Wertheim, an maa bou- 
tique in which it invested in 1986. Its perfor- 
mance has been lacklustre. “It doesn’t make 
any money. That’s pretty hard in the present 
environment,” says Mr Carpenter with 
some understatement. In 1998, the firm sent 
Richard Broadbent, head of its maa 
division, to sort itout. He wanted the 
firm to shed some staff, not least the 
head of the New York operation, 
Steve Kotler, who had come from 
Wertheim. Schroders’s manage- 
ment eventually supported Mr 
Broadbent, but he still resigned. A 
few colleagues quit in sympathy. At- 
tempts to buy Beacon, an American 
M&A firm, last year failed. Insiders 
think it was Schroders’ fault. Few at 
the firm doubt that Schroders’s 
American mishaps prompted its de- 
cision to sell. 

Enter ssa, which, though Ameri- 
can, also had problems. In 1997 Trav- 
elers, an insurance outfit that 
owned Smith Barney, a retail equity 
firm, bought Salomon Brothers. It 
thought it was buying an invest- 
ment bank; instead it bought a pro- 
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ietary trading outfit, most of which it has 
w closed down. Although this was not,on 
e face of it, a good deal for shareholders, it 
id not deter the firm. It then bought a size- 
le chunk of Nikko, a big Japanese securi- 
s firm, in the middle of 1998, and later that 
wear merged with Citibank to create the 
„world’s largest financial-services firm. Salo- 
enon Smith Barney, its investment- banking 
jarm, has done welleverywhere except in Eu- 
rope where, while its American competitors 
Ihave been lapping up business and staff, it 
„remains rather small: in fact, about the same 
size as Schroders. 

oo The claimed logic of this latest merger is 
‘that the whole will be more than the sum of 
the parts. Perhaps it will: the two banks are a 
decent fit. Both are too small to compete ef- 
fectively in Europe’s fast-changing invest- 
ment-banking business. “If there were not a 
bull market for everything, there would be 
only four or five companies in this business,” 
says Mr Carpenter. In M&A, ssB is uth in Eu- 
rope and Schroders is 16th. Putting the two 
operations together will push the combined 
operation up the league tables, though not to 
the top ranks. 







Schroders, moreover, has, in equities, a 
good local presence in Milan, Madrid and 
more recently Paris; ssg’s team is organised 
by industry rather than geography. Schrod- 
ers has very little trading expertise, and none 
at all in bonds—which ssp can bring to the 
merger. There are bound to be overlaps: it is 
unlikely that any of Schroders’s American 
operations will survive, for example. But sss 
thinks European markets will continue to 
grow swiftly. Mass sackings are unlikely: ssp 
apparently would like to settle personnel 
questions by the end of this month. 

Mass defections are another thing. On 
top of the £1.36 billion, sss is putting aside 
some £250m to entice Schroders’s 200 top 
staff to stay. Perhaps that will be enough, but 


investment bankers are in short supply, so. 


money, for good ones, is not a problem. They 
want a good life. Schroders was about to 
move from its rather drab and dated offices 
in Cheapside in the City to posher ones near- 
by, next to St Paul’s Cathedral. sss is about to 
move to Canary Wharf, a London location 
unlikely to appeal to Schroders’s toffs. Mr 
Carpenter claims that the new sss is very dif- 
ferent from the famously aggressive Salo- 


ee x 


Lions 3, tigers 1 


HICH will be the world’s fastest- 

growing economy this year? China? 
South Korea? Or perhaps the United 
States? The surprising answer, according 
to a new report, “World Outlook 2000”, 
from the Economist Intelligence Unit, a 
sister company of The Economist, is Mo- 
zambique. Even more startling to learn is 
thatno fewer than three of the world’s five 
fastest growers in 2000 are expected to be 
| in- Africa (see chart), against only one 
Asian tiger, Singapore. 

Nor, it seems, is this just a one-off. Mo- 
zambique has been one of the world’s 
fastest-growing economies for the past 
four years. Gpr growth there has averaged 
10%. Botswana, tipped to be second in this 
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year’s global growth league, has enjoyed 
average growth of 7% over that period. 

Despite Africa’s disadvantages, such 
as climate and disease, some political sta- 
bility, prudent fiscal policies and busi- 
ness-friendly reforms can work wonders, 
even in desperately poor countries. Afri- 
can countries are also expected to benefit 
this year from higher commodity prices. 
So even Angola, plagued by a long-run- 
ning civil war, is tipped to reach the top 
five in 2000, thanks mainly to rising oil 
prices and higher oil production. 

Indeed, the Eru expects sub-Saharan 
Africa to be the world’s fastest-growing re- 
gion in 2000, with average growth of 3.9%, | 
compared with 3.4% in Latin America, 
2.9% in North America, and only 2.7% in 
Asia, where strong growth in emerging 
Asia is likely to be offset by the continued 
sluggish performance of Japan, which has 
a big weight in the region. However, Afri- 
ca’s population is growing faster than in 
other developing regions, so cpr per head 
is likely to grow much more slowly, by an 
average of only about 1.5% next year. 

What about the economic snails? Ec- 
uador and Venezuela bagged that prize 
last year: the ziu estimates that their Gpps 
contracted by 8% and 6% respectively. 
And poor Yugoslavia probably saw its 
economy shrink by one-third. This year 
Jamaica and Moldova are expected to be 
bottom of the league—the only economies 
where the eru expects gpr todecline. 
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mon’s of old. But many at Schroders still 
think of it that way. And stolid Brits.seem 
miffed that an Italian, Panfilo Tarantelli, will- 
be the boss of investment banking in the: 
merged group. sse must hope that Ameri- 
cans are not beyond the pale. 
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Weather derivatives 


Cold comfort 
farm 

‘OU are a farmer or an energy company. 

Hedging the price at which you sell your 
wares is, thanks to forward contracts, fairly: 
straightforward. But how much will you sell? 
The quantity isat the mercy of the: weather. 
So why not develop derivatives that allow 
those affected to hedge themselves? As it 
happens, just such a market has been devel- 
oped. In the past couple of years the trade in 
weather derivatives has taken off in Ameri- 
ca; Sofar, there have been some 1,500 deals in 
the over-the-counter market, worth perhaps © 
$2.5 billion. 

‘Weather comes in many forms:cold, hot, 
wet or dry, to name but a few (Eskimos, sup- 
posedly, have masses of different words for 
snow). Last BR the Chicago Mercan- 
tile Exchange (cme) launched weather fu: 
tures based on cold weather. The market is 
based on the utility-industry’s benchmark 
of 18.3 degrees Celsius: below that tempera 
ture, reckon energy experts, customers: 
need to heat their homes (and so buy ener- 
gy). The contracts are based on temperatures 
in New York, Chicago, Atlanta and 'Cincin- 
nati; traders and hedgers bet on the number 
of days a month on which temperatures in 
these cities climb above or fall below the- 
contracts standard. On January 30th the 
cme will add six new cities to the four it al- 
ready covers. It will also begin trading deriv- 
atives tied to warm. temperatures, and 
lengthen the maturity of its contracts. 

Interest is growing elsewhere, not leastin ..- 
Britain where,aseveryone knows, weatheris ~ 
the main topic of conversation. On January 
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2oth, the London Intemational Financial Fu- 
tures and Options Exchange (Lire), among 
others, launched an Internet-based market 
for European weather derivatives. To be 
called -WeX.com (what else?), it will offer a 
way to trade derivatives in all sorts of 
meteorological conundrums. For a few 
weeks, the site will allow participants only p 
play at trading. Ifall goes well, they will be al- 
lowed to trade for real money. And if it goes 
really well, uirre will offer standardised con- 
tracts later this year. 

Who might be interested? Farmers, pos- 
sibly; electricity companies, probably; insur- 


Reinsurance in Latin America 
Re-opening 


SAO PAULO 








fivatives: contracts never work—who can 
forget the property futures listed on the then 
London Futures and Options Exchange in 
the early 19908? (No shortage of sellers; sadly, 
nobuyers.) Butin this case, there may be two- 
way interest since the weather affects people 
in different ways: farmers lose out in cold 
snaps; electricity companies gain. One 
trader on the cme thinks its market could be 
worth $2 billion to $5 billion within the next 
year or two. With luck this prophet will not 
be cold-shouldered in his lifetime. But so far 
the cme has traded only 347 contracts. 


Brazil is the last big insurance market to have a state monopoly on 
reinsurance. The sooner it ends, the better 


LOODS have caused losses of lives, 

homes and businesses in parts of Brazil 
this month. But the disaster was far less seri- 
ous than the floods that recently hit Venezu- 
ela; and unlike some of its neighbours, Brazil 
rarely suffers the terrors of earthquakes or 
hurricanes, the other two natural disasters 
that so often lead to huge insurance losses. 
One consequence of Brazil’s relative lack of 
such calamities, combined with its status as 
Latin America’s largest economy, is that it 
looks attractive to insurers, who are keenly 
awaiting the ending of the government's mo- 
nopoly on reinsurance. This is due in the next 
few months. 

Latin American countries opened their 
insurance markets to foreign firms during 
the 1990s as part of a general move towards 
liberal economic policies. But Brazil was 
slower than most others. Now it is the only 
country in the world with a significant insur- 
ance industry that still keeps a state monop- 
oly on reinsurance (insurance that insurers 
themselves take out, to share their biggest 
risks). The country’s constitution was 
amended in 1996 to allow the ending of the 
monopoly enjoyed by Instituto de Ressegu- 


ros do Brasil (irs) and its privatisation. But 


implementation of this change has been de- 
layed repeatedly. ırB says it now expects to 
be sold by July. 

In Brazil, as elsewhere in Latin America, 
people and firms are significantly under-in- 
sured by world standards: insurance premi- 
ums are equivalent to 2.2% of cpr in Brazil 
and 1.5% in Mexico (see chart), compared 
with almost 9% in America and 14% in South 
Korea. Across Latin America, allowing for- 
eign firms into the local insurance market 
has led to rapid growth in revenues. Brazil 
should catch up even faster once its reinsur- 
ance monopoly is ended. One reason, of 
course, is that competition will mean lower 


76 


costs for reinsurance, and therefore more af- 
fordable insurance. irg has already cut its 
prices on the largest risks, in an attempt to 
hang on to its biggest customers after privati- 
sation. But overall it is still charging as much 
as 30% above internationally competitive 
rates, reckons Erivelto Rodrigues of Austin 
Asis, a business consultancy. 

Itis not just a matter of prices. Shelly Har- 
ris, an insurance analyst at Standard & 
Poor’s, a credit-rating agency, says that per- 
haps as important is the technical help that 
big reinsurance firms offer insurers, so they 
underwrite risks more accurately and can of- 
fer better-designed products. Thus, allowing 
big international reinsurers into the Brazilian 
market should help the country’s clutch of 
strong local insurers to expand, as well as 
making the country more attractive for in- 
vestment by foreign insurers. 

Though it has been keen to open up the 
reinsurance market, Brazil's government has 
also worried that re would not be able to 
compete, and would be wiped out, as has 
happened in Argentina. The Argentine gov- 
ernment tried to give minder, the state-owned 
former reinsurance monopoly, time to ad- 
just to a competitive market by giving it the 
right to take on 30% of all reinsurance deals 








ance companies, certainly. Some quirky de- 

















during a two-year transition period. But 1s 
der’s finances were too weak. More impo 
tant, insurers regarded it as corrupt an 
therefore unreliable, and did their best tog 
around the rule. inder is now in liquidatio: 
and the Argentine reinsurance market 
dominated by foreign firms. 

The big international reinsurers have 
also taken over in most of the other Latii 
American countries. Chile’s former mono 
oly reinsurer, Caja Reaseguradora, was so 
to Mapfre, a Spanish insurer. In 1998 Swiss Ri 
bought Mexico’s biggest reinsurer, Resegur 
Alianza, and this month it acquired the en 
tire portfolio of Reacol, the largest reinsures 
in Colombia. It has also expressed interest ine 
buying IRB. 

Many Brazilian politicians still harbour’. 
the quaint idea (dating back to the 19308 di 
tator Getulio Vargas, who created res andi 
other state monopolies) that rather than sim- 
ply making the country attractive for eve 
potential investor, whether foreign or locals 
their government should. foster “national. 
champions”. irs is far bigger and stronger’: 
than inder or other Latin American equiva-* 
lents but, given the consolidation of the in- 
dustry intoa smallish number of global play- 
ers, it is probably not big enough to survive | 
on its own. Sothe government wantsasortof 
halfway house, with ire being taken over by 
a consortium of local firms plus a big foreign 
reinsurer, thereby ensuring its continuation 
as a Brazilian entity. 

It also plans a transition period, like Ar- 
gentina’s, except that in Brazil for a period of 
two years 60% of reinsurance business will 
have to be offered to any locally based firm— 
thereby creating an incentive for those for- 
eign reinsurers who do not buy a stake in ire 
to bring capital into Brazil and create local 
subsidiaries. 

Foreign reinsurers are certainly keen to 
get into Brazil. Carlos Caputo, a director of 
Bermuda-based Latin American Reinsur- 
ance, a firm set up specifically to enter the re- 
gion’s newly liberalising markets, reckons 
that his office in Rio de Janeiro is one of 17 
opened in Brazil by foreign reinsurers, ready 
for the end of the monopoly. But the contin- 
ual delays in privatising rp have given them 
time to poach many of its best staff and even 
to draw up draft post-monopoly contracts 
with the leading insurance firms. So IRB no 
longer has the exclusive hold it once had on 
local knowledge and contacts. “It is losing 
value by the day,” says Mr Caputo. 

Mr Rodrigues, who reckons irs is cur- 
rently worth around 800m reais ($445m), 
agrees that the government might not get this 
attractive price if it dithers any longer. The 
sooner Brazil opens up its reinsurance mar- 
ket, whether itends up foreign-owned or not, 
the better it will be for Brazil’s already strong 
home-grown insurers—and for all Brazilian 
businesses, who stand to gain from cheaper 
and better insurance. 
aniidae S araia aa a 
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insider trading 


The cost of 
inequity 


INEW YORK 


O MANY investors, insider trading re- 

mains one of those sins covered only by 
the eleventh commandment: thou shalt not 
get caught. Indeed, in much of the world, it is 
only recently that feathering your nest by 
trading on privileged information about a 
company has been seen as a crime. America 
banned most forms of insider trading in 
1934—though enforcement since has often 
lacked vigour—but it did not become illegal 
until 1980 in Britain and 1994 in Germany. 
During the 1990s, the number of stockmark- 
etson which insider trading is a crime soared 
from 34 out of 79 markets to 87 out of 103. 

This burst of legislative activity has al- 
lowed outside investors to compete on a 
more level playing field with insiders. Even 
so, economists disagree about whether ban- 
ning insider trading has actually been good 
for the equity market. Some reckon that in- 
sider trading is actually the quickest way for 
information about companies to reach the 
market, and so produces share prices that 
better reflect firms’ true values. Others reply 


Business, Indiana University working paper, January 2000. 
Available from ubhattac@indiana.edu 


that the possibility of being outfoxed by bet- 
ter-informed insiders makes shares riskier 
for outsiders, who are therefore not willing to 
pay as much, or may not buy at all. 

Which of these views is right is explored 
in a new study by Utpal Bhattacharya and 
Hazem Daouk, two economists at Indiana 
University*. Using monthly data for all 103 
stockmarkets (from 1969-98 for developed 
countries and 1988-98 for developing ones), 
they examined whether the existence of in- 
sider-trading laws lowered, or raised, the 
cost to companies of financing themselves 
by selling equity. 

There is no perfect way to calculate the 
cost of equity. The two economists em- 
ployed a crude but widely used formula: the 
average realised monthly return on a coun- 
try’s main stockmarket index. On this mea- 
sure, banning insider trading lowered the 
cost of equity. But then they re-crunched the 
numbers to take account of differences in li- 
quidity between stockmarkets—the more 
liquid a market, the lower the cost of equity. 
They found that the existence of insider- 
trading laws no longer made a difference. 
The same was true if they took into account 
other variables: the degree to which a stock- 
market was integrated into global capital 
markets, exchange-rate risk, and other share- 
holder-protection laws. 

So insider trading is ox, then? Not neces- 
sarily. Drafting insider-trading laws is very 
different from enforcing them. To gauge the 
impact of enforcement, the paper uses the 
occurrerice of an insider-trading prosecu- 





Inside out 


JOHANNESBURG 


NE of the things that scares investors 
away from emerging stockmarkets in 
particular is the fear that they may be 
rigged. The Johannesburg exchange is one 
of the many where insider dealing is wide- 
ly assumed to be rife. But the 
South African government 
seems, at last, to be fighting 
it. On January 15th, Brett 
Kebble, scion of one of South 
Africa’s best-known mining 
families, announced his res- 
ignation as deputy chair- 
man of Western Areas, a 
mining firm. He wasa victim 
of a scandal involving al- 
leged share-price manipula- 
tion ata sister firm fighting a 
takeover bid. Mr Kebble 
joins a growing list of South African busi- 
nessmen who have discovered that the old 
clubby ways are no longer acceptable. 
There are two reasons for predicting 
that dodgy dealing will diminish in South 
Africa. The first is that offenders are more 
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Kebble undermined 


likely to be punished. Under a new law, the 
state is able to pursue civil actions against 
suspected insider dealers. Previously, the 
only option was criminal prosecution, 
which demanded guilt be proved “beyond 
reasonable doubt”. In the 112 
years since the foundation of 
the exchange, nota single per- 
son was convicted. But in a 
civil case, the burden of proof 
isonly a “balance of probabil- 
ity”. Offenders cannot be 
jailed, but reputations can be 
ruined, and fines of up to four 
times the profits gained from 
inside information can be im- 
posed. Since May last year, 
South Africa’s insider-trading 
directorate has collected 2.2m 
rand ($360,000) in settlements from six 
cases, and is pursuing 30 others. 

The second reason for optimism is that 
corporate culture has changed since apart- 
heid ended. Under sanctions, South Afri- 
can firms could not easily expand abroad, 
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tion as a proxy—since a lack of prosecutions 
probably indicates lax supervision and en- 
forcement, rather than a lack of insider trad- 
ing. Before 1990, only nine countries had ever 
prosecuted anybody for insider trading; 
America was the first in 1961. By 1998, the 
number had jumped to 38. 

Even after adjusting for other differ- 
ences, it turned out that those countries 
which enforced their insider-trading laws 
had a lower cost of equity. On average, en- 
forcing insider-trading laws reduced the cost 
of equity by 5%. That may not seem like 
much: but 5% of total world stockmarket- 
capitalisation is around $1.75 trillion. For 
that, banning insider trading and then en- 
forcing the rules seems well worth doing. 


SS SS 


so they diversified at home instead. Excess 
cash was invested in unrelated businesses. 
A tangle of cross-shareholdings was spun, 
so that it was hard to tell who owned what. 
Directors often served on the boards of a 
dozen or more companies, and subjected 
none of them to proper scrutiny. The state 
was more concerned with suppressing rev- 
olution than curbing white-collar crime. 
Some officials even leaked sensitive infor- 
mation to favoured bankers. 

Since sanctions have ended, South Af- 
rican firms have sought to expand overseas 
and to attract foreign investment; some 
have listed their shares in London or New 
York. To satisfy global investors, they have 
had to simplify lines of ownership and 
adopt more open accounting standards. 

All this makes crooked deals harder to 
execute and easier to detect. Some observ- 
ers remain sceptical. “When I see people 
jailed for insider dealing, then I'll believe 
they are serious about stopping it,” says 
Deon Basson, a veteran analyst. But most 
observers are confident that the market is 
slowly getting clearer. The fear that others 
may be leaming crucial information first 
has not stopped investors pushing the 
market to record highs this month. 
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A or to many Wall Street ana- 
lysts, when the Fed shortly raises in- 
terest rates by the expected quarter or half 
of a percentage point, nothing much will 
change: the economy will carry on grow- 
ing, profits will carry on increasing and the 
stockmarket will carry on surging regard- 
less. As one such analyst put it this week, 
when investors expect annual stockmar- 
ket returns well into double figures, why 
should a barely perceptible rise in the price 
of money alter their behaviour? 

It is a good question. So long as the 
stockmarket and the economy at large are 
driven by boundless confidence, small 
changes in the price of money may have lit- 
tle direct effect. Of course, if the Fed set out 
to terrify the markets—raising interest 
rates, say, by two full points—it might burst 
the Wall Street bubble and bring the econ- 
| omy toa sickening halt. But even then the 
downturn would not be caused by dearer 
money itself so much as by the shock of 
bad unforeseen news. 

On the face of it, this is odd. Apart from 
knowing in advance about its own deci- 
sions, the Fed knows little or nothing about 
the economy that is not public informa- 
tion. The Fed’s influence on the economy 
ought therefore to be confined to the direct 
effects of interest-rate changes, effects that 
are already small and seem likely to get 
smaller. Yet the Fed’s influence goes be- 
yond this. Its indirect power to move the 
markets, and hence the economy, is great— 
despite being, as it were, a confidence-trick. 
Maybe the direct effects, albeit small, 
| are enough to give the Fed a fulcrum 
| against which to apply its indirect leverage. 
| This raises an intriguing question. What 
| happens if the direct effects of changes in 
li 
| 
f 











the Fed’s interest rates are zero? 
This is an imaginable state of affairs, as 
a recent paper* by Benjamin Friedman of 
Harvard University points out. Traditional 
| models put bank deposits and/or bank 
i lending at the centre of the financial sys- 


Who needs money? 





| Financial markets, primed to expect a rise in American interest rates, await 
| the Federal Reserve’s next announcement. In the not-too-distant future, 
| however, its actions may cease to count 





tern. The Fed exerts influence because it is 
the monopoly supplier of the reserves that 
back the supply of bank money. By reduc- 
ing the supply of reserves, it can cause the 
supply of bank money to fall—and market 
interest rates to rise. Sogoes the theory. 

But bank money already matters much 
less than it used to. For instance, consum- 
ers nowadays routinely pay for goods and 
services not with cash or cheques drawn 
on their bank accounts but with credit 
cards, including cardsnot issued by banks. 
Meanwhile, other innovations have at- 
tacked the demand for bank credit. Non- 
bank intermediaries—pension funds, in- 
surers and mutual funds—have greatly in- 
creased their share of the American credit 
market. These institutions do not hold bal- 
ances with the Fed; for them, its monopoly 
over reserves is already irrelevant. 

Furthermore, the advantage that banks 
traditionally enjoyed over non-banks in 
Judging borrowers’ creditworthiness has 
been eroded by information technology: 
products such as home mortgages have be- 
come automated and commoditised. Even 
when banks initiate loans, the resulting as- 
sets can be turned into a security and sold. 
More than half of all American home 
mortgages are now held by securities-mar- 
ket investors; smaller but fast-growing pro- 
portions of consumer credit, trade credit 
and ordinary commercial loans are also 
being securitised. Again, these loans create 
nodemand for reserves at the central bank. 

In judging the significance of all this, it 
is best not to get carried away. For instance, 
the development of non-bank money in 
the form of non-bank credit cards does nat 
entirely displace the Fed. Not yet, anyway. 
Final settlement of credit-card balances is 


“The Future of Monetary Policy”. International Finance, 
November 1999. 





78 


still carried out through banks: the demand 
for bank money (and hence reserves) has 
been reduced rather than eliminated. 
However, Mr Friedman argues that the 
trendcan go further. The crucial question is 
whether sellers will one day be willing to 
accept balances with non-banks, rather 
than only with banks, in final settlement. 
This is at least conceivable, as advances in 
information processing and encryption 
further erode the banks’ special position. 

If it happens, incidentally, this is what 
“e-money” will mean. There will be no 
need for new units of account with silly 
names: for reasons of convenience, e-mon- 








ey will be denominated in dollars (or yen | 
or euros). What matters about e-money is -| 
thatin principleitneed notbebankmoney | 
in any sense. To use an old-fashioned term, | 
it could take the form of purely private | 
monies, entirely unsupported by reserves | 


at the Fed. If the process went all the way, | 


and the lines between banks, non-bank fi- 


nancial institutions and other sorts of en- | 


terprise blurred into invisibility, the Fed 


would indeed be left with no direct way to | 


move the economy. And perhaps its indi- 
rect influence would then disappear as 
well: the chairman’s view on the cost of 
credit would have as much sway as his 
view on the Dow Jones Industrial Average. 

Would this matter? Maybe less than 
you might suppose. The Fed would lose its 





power to use interest rates to soften the _ 


business cycle. But during the current-ex- 


pansion it has chosen by and large:not to 
use this power: emphasising uncertainties 
about the “new economy”, the Fed has 
tended to follow market rates rather than 
lead them. (Mr Greenspan has no truck 
with the old maxim that a central banker's 
job is to take away the punch-bowl just as 
the party gets going.) 

The Fed's ability toactasalender of last 
resort would be missed, but the govern- 
ment could take on that job. And if banks 
fade away, that might be to the good. Banks 
are inherently fragile and systemically haz- 
ardous. Finance based less on deposits and 
more on securities might be less accident- 
prone. What about the risk ofever-expand- 
ing credit and persistently high inflation? 
Don’t worry too much. These were un- 
known before the 20th century—thatis, be- 


fore powerful central banks were invented. | 





| 
| 
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Holes in the heavens 


ATLANTA, GEORGIA 


Black holes, once seen as a hypothetical consequence of some arcane maths, 
are now turning up everywhere. They may, indeed, shape the visible universe 


ASK a person in the street what first comes 
to mind when the words “theory of rel- 
ativity” are mentioned, and the chances are 
that the answer will be “E=mc””. Yet the for- 
mula that related mass to energy, and thus 
foreshadowed the atomic bomb (not to 
mention explaining why the sun shines) was 
actually an unexpected and apparently mi- 
‘nor ‘consequence of Einstein’s work. Even 
the author considered it of little significance 
at the time. Similarly, when he published 
an expanded version of the theory a 
decade later, few thought it of much 
consequence that this allowed for 
concentrations of matter so 
dense, and thus with such 
strong gravitational fields, 
that light would be unable to 
escape from them. 
Black holes have come 
a long way since then. In- 
deed, at the meeting of the 
American Astronomical 
Society held in Atlanta last 
-week, they might be said to 
have come of age. For they 
“are now seen to be an inte- 
gral part of the universal bes- 
tiary—as significant in their 
way as stars, planets and galax- 
ies.In fact, it looks probable that 
without them galaxies would nev- 
er have formed in the first place. 
Lest there be any lingering doubt 
that black holes now have the status of 
“normal” astronomical objects which can 
pop up anywhere, an unofficial contest has 
begun to find the closest one to the earth. 
Two candidates were presented for the con- 
ference’s consideration. One, some 1,600 
light years (about 15,000 trillion kilometres) 
away, was bagged by Rod Stubbings, an am- 
ateur astronomer who studies variable stars 
and who lives in Australia. Sadly for the spir- 
it of amateurism, the other runner is cur- 
rently reckoned to be a mere 1,000 light-years 
from the earth. It was discovered by a team 
of professionals, led by Charles Alcock of 
the Lawrence Livermore National Laborato- 
- -tyin California. 
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Mr Stubbings’s black hole showed itself 
in September 1999 when a star in a constella- 
tion called Sagittarius suddenly got brighter. 
When he spotted this, he posted his observa- 
tion on the World Wide Web, whence it was 
picked up by the operators of a satellite 
called the Rossi x-ray Timing Explorer 



















(RXTE). As its name suggests, this satellite 
measures x-rays. When it was pointed at Mr 
Stubbings’s discovery, the pattern of x-rays it 
detected suggested he had seen what is 
known as a micro-quasar. 

Because black holes swallow light, they 
can only be observed indirectly. One way to 
do this is to look for signs of the radiation 
generated when matter such as gas from a 
neighbouring star falls into one. As the gas 
spirals in, it is heated to a temperature of sev- 
eral million degrees. That causes it to emit 


vast Quantities of radiation, including the. 
light that Mr Stubbings saw, the x-rays 
picked up by rxrte, and radio waves. It pe- 
comes, in other words, a micro-quasar. 

This makes it possible to detect those. 
black holes which have companions to feed 
them gas. Lone black holes, though, are likely 
to remain invisible. Indeed, Dr Alcock’s was 
found almost by accident, in a study of star- 
light from a galaxy called the Large Magel- 
lanic Cloud, which orbits the Milky Way (the 
earth’s home galaxy). eee 

Astronomers have long suspected that. 
there is more to the universe than meets the 
eye—in other words thata lotof the matterin | 
it is dark. One class of dark objects they are’ 
keen on finding are so-called macHos (Mas- 
sive Compact Halo Objects). These ave things 
the size of large planets, but which have no 
parent star to illuminate them. 

Dr Alcock is one of the leaders of a pro- 
ject that is looking for macHos by exploiting. 
yet another prediction of relativity the 
ory--gravitational lensing. Relativity 
showed that the path of a ray of | 
light is bent by a gravitational « 

field.One consequence of thati 
that if a MACHO wanders be 
tween a star and a telescop 
onearth, the macuo should: 
act as a lens, focusing and » 
brightening the light from 
the star, Stars in the Large 
Magellanic Cloud are ideal ` 
for this purpose. They are 
far enough away and nu- 
merous enough for there to 
be a good chance of a MA- 
cHo being found between 
a star and the earth {assum- 
ing there are any MACHOSout 
there). On the other hand they © 
are close enough to be visible in 
agood telescope. ae 
Dr Alcock did not find many... 
planet-sized macos, but he did find 
something that produced an effect so 
strong that it implied the intervening body 
weighed about six times as much asthe sun. 
If this body had been an ordinary star, it 
weuld definitely have been visible in itsown 
right. Given that it was not, it must be a black. 
hole, reasoned Dr Alcock, since any object» 
that massive could only be prevented from 
collapsing in on itself to form a black hole by 
the pressure of the starlight it was generating. 
Although it is impossible to draw strong con- 
clusions from a single observation, the tiny 
chance a black hole has of being discovered 
this way makes it plausible that such lone 
black holes are quite common. 
Black holes which weigh a few times the 
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by stars collapsing in on themselves) are, 
however, small beer compared with the 
ones at the centres of galaxies. As the confer- 
ence heard from Frederick Baganoff of Penn- 
sylvania State University, the nearest of 
these—the one at the centre of the Milky 
Way—has now been located precisely. 
The approximate site of Sagittarius A*, as 
itis called, has been known for some time. Its 
moniker originally referred to a strong radio 
source 26,000 light years away in that con- 
stellation—which was already known to be 
the direction and distance of the Milky 
Way’s centre. The first x-ray satellites were 
able to detect this source too, but they were 
not advanced enough to pin down its loca- 
tion precisely. 
The theory that there was a black hole 
out there was all but confirmed by studying 
the stars at the galactic centre. These travel so 
fast that the object they are orbiting is reck- 
oned to have a mass many million times that 
of the sun. Now, as Dr Baganoff explained, a 
new American satellite called Chandra has 
shown that the x-rays—generated in a simi- 
lar way to those from Mr Stubbings’s micro- 
quasar—-are coming from exactly this spot. 
The Milky Way’s central black hole is, 
nevertheless, comparatively quiet, as is the 
larger one at the centre of the nearby An- 
dromeda nebula that Stephen Murray and 
his colleagues at the Harvard-Smithsonian 
Centre for Astrophysics reported to the con- 
ference—even though the Andromeda neb- 
ula’s black hole is five times as massive as the 
Milky Way’s. And a wider survey of 100 near- 
. by galaxies, by Andrew Wilson and his col- 
leagues at the University of Maryland, had to 

_ rely on radio signals to detect their central 
black holes because their x-ray emissions are 
so feeble. (The team found such objects in 
about 30 galaxies.) 

The evidence suggests, however, that 
these are black holes that have been enfee- 
bled by age. Full-blown quasars—as op- 
posed to Mr Stubbings’s micro variety—are 
distant galaxies that pour out huge quanti- 
ties of radio energy. The most plausible ex- 
planation for them is that their central black 
holes are swallowing enormous amounts of 
matter. And because quasars are all so far 
away (and are thus seen as they were billions 
of years ago) this suggests that a central black 
hole is something which a galaxy acquires 
early in its existence—so early that many as- 
tronomers believe the hole is actually the nu- 
cleus around which a galaxy forms. These 
big black holes, in other words, predate gal- 
axies themselves. 

The Chandra satellite may be able to find 
out whether this theory is correct, according 
to Richard Mushotzky, of the Goddard 
Space Flight Centre in Greenbelt, Maryland. 
When the first x-ray measurements of the 
sky were made, only two things could be 
seen:a hotcloud left behind by a recently ex- 
ploded star, and a smooth “x-ray back- 
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mass of the sun (and are probably produced 








ground” spread evenly across the sky. Only 
now, using Chandra, is it possible to see that: 


the “background” is, in fact, a large number 
of distinct sources. 

Most of these do not show up in optical 
or radio telescopes, sait will be difficult to 
find out what they are. Some may be galaxies 
that contain large amounts of dust which 





obscure other frequencies and let only x 
rays through: But others may simply no 
shine much in “visible” light. In that case 
Chandra is looking right into the Dark Age 
of the universe, 14 billion years ago, whe 
galaxies or stars had yet to form. And when 
it now appears, there were only giant black: 
holes getting ready tocreate them. 


Panspermia 


Interplanetary migration 


ATLANTA, GEORGIA 


Life on earth may have an unearthly origin 


HEN you are in the business of send- 

ing spacecraft to other planets, it is 
probably wise to do everything you can to 
keep your space-probes sterile. NASA, Amer- 
ica’s space agency, certainly does so. After all, 
you would not want bugs from one planet to 
contaminate another where they might pos- 
sibly thrive. But according to Curt Mileikow- 
sky, of the Royal Institute of Technology in 
Stockholm, this may already have happened 
naturally billions of years ago when the solar 
system was young. For Dr Mileikowsky has 
taken a century-old idea called panspermia, 
and shown thatitis plausible. 

Panspermia is the theory that life does 
not start independently on each planet that 
has it (assuming that other planets do). Rath- 
er, it hops from place to place, “infecting” 
new worlds as it goes. Supported by experts 
in biology, geology and celestial mechanics, 
Dr Mileikowsky argued to the American As- 
tronomical Society meeting in Atlanta that 
this is not as outlandish as it sounds. 

Bungling space organisations apart, the 
only mode of travel open to microbes seems 
to be meteorites. Most of these are small bits 
of junk from the asteroid belt that have gone 
off course. But some are rocks that have been 
flung into space from the surfaces of planets 
as a result of those planets having been 
struck by even larger bits of rock—decent- 
sized asteroids or comets. 

If there is life on such a planet, micro- 
scopic forms of it will probably live deep in- 
side rocks, as they do on earth. The accelera- 
tion of lift-off would not kill something that 
size, and if a rock is large enough, the heat 
generated as it is thrown clear will be negligi- 
ble except at its surface—where, if anything, 
melting may even produce an airtight skin to 
protect any microbes deeper down from the 
unpleasant vacuum of space. 

Radiation, too, should not be a problem 
if a newly launched meteorite is at least the 
size of a soccer ball. Anexperimental colony 
of bacteria stranded in space by problems 
with the space shuttle survived for six years. 
Extrapolating from this result, Dr Mileikow- 
sky thinks that in a meteorite with a diame- 
ter.of 20cm it would take about im years for 





such a colony to be reduced toa millionth of 
its original size. 

The exchange of rocky migrants that in- 
terests people most is between the earth and 
Mars. (Only a few years ago researchers 
claimed to have found fossilised traces of 
microbes in one such meteorite, though this 
is hotly disputed.) With luck, 1m years is 
enough time to reach the earth from Mars. In 
the past 4 billion years, Dr Mileikowsky has 
calculated, about 5 billion “landings” on 
earth from Mars have occurred in which the 
“vessel” size and trave! time were just right. 
In the other direction, life could have made 
some 1 billion trips. That seems ample op- 
portunity for mutual seeding of the two 
planets to have happened. 

Indeed, Mauri Valtonen, of Turku Uni- 
versity in Finland, said that although he 
doesn’t feel particularly Martian, the inward 
route is actually the more probable one. Be- 
sides the larger number of emigrant rocks 
from its surface, Mars cooled faster than the 
earth after it formed, and so would have 
reached conditions favourable to life (a 
dense atmosphere, allowing for surface wa- 
ter) earlier. 

That would make it more likely that 
earth was the recipient, not the giver, of life. 
Afterwards, of course, Mars became the cold, 
apparently lifeless, bady that it is today. So 
for the past few billion years microbes have 
probably been travelling in one direction 


THE ECONOMIST JANUARY 22ND 2000 


| only—from earth to Mars. 
An even more intriguing question—and 
(the one that the original theory of pansper- 
E tried to address—is whether life might 
vearrivedon earth from another solar sys- 
Btem. In present circumstances, according to 
“Dr Mileikowsky’s calculations, that idea is a 
non-starter. The chance thata suitable mete- 
»orite could make the journey fast enough is 
virtually zero. But the sun was probably born 
in a cluster with many other stars. This 
would mean that 4 billion years ago, the age 
of the earliest signs of life on earth, interstel- 
lar distances weremuch smaller. In that case, 
he calculates, the chance of life having 
crossed to the earth from another solar sys- 
tem, or vice versa, is about 1%. That is still 
pretty unlikely in most people’s books. But it 
does make the seemingly universal two-leg- 
gedness of aliens in science fiction movies a 

tad more convincing. 

s 





Nuclear waste 


A torch song 


SING nuclear reactions to generate elec- 

tricity isa messy business. Reactors that 
exploit nuclear fission (in which energy is 
generated by splitting uranium atoms) have 
produced thousands of tonnes of spent fuel 
and other radioactive by-products. Mean- 
while, research into fusion power (in which 
energy is generated by fusing hydrogen at- 
oms together at very high temperatures) has 
leftbehind a different kind of debris:a trail of 
experimental reactors, none of which has yet 
reached the break-even point where the 
amount of energy that comes out exceeds 
the amount putin. Bernard Eastlund, a phys- 
icist and veteran of the American nuclear in- 
dustry, has proposed an ingenious way to 
deal with these nuclear leftovers. The experi- 
mental fusion reactors, he suggests, could be 
used to clean up the waste generated by the 
fission reactors. 

Dr Eastlund first came up with the idea 
for what he calls a “fusion torch” in 1968, in 
collaboration with an electrical engineer 
called William Gough. At the time, it looked 
as though practical fusion reactors were just 
around the corner, and the two physicists 
suggested that their surplus plasma—gas 
heated to around 10m’C, so that individual 
atoms have their electrons stripped off— 
might be used for recycling household and 
industrial waste. 

The idea works as follows. First, start 
with the plasma, confined in a doughnut- 
shaped magnetic “bottle” called a tokamak. 
Next, throw in some unwanted material. 
This will be reduced almost instantly to a 
soupof electrons and nuclei. It will alsocause 
the magnetic bottle to overflow and emit a 
stream of plasma through a special outlet. 
The plasma stream is then passed over a se- 
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ries of metal plates, held at particular tem- 
peratures, and arranged in descending order 
of temperature. 

Atoms of elements with boiling points 
below the temperature of a particular plate 
pass over it, just as water runs over a warm 
river-bed. But eventually, each atom en- 
counters a plate at a temperature lower than 
its boiling point, at which point it sticks to 
the plate, just as water freezes when poured 
on to dry-ice. In effect, the various plates act 
as an atomic distillation system which sorts 
the plasma into its constituent elements. 
Household waste, for example, would be re- 
duced to pure carbon, oxygen and hydro- 
gen, along with a handful of heavier ele- 
ments (tungsten, iron, aluminium and soon) 
which could then be re-used. 

The idea of the fusion torch attracted a 
lot of attention, and won its inventors an 
award from America’s Atomic Energy Com- 
mission. But nothing came of it, for two rea- 
sons. First, fusion research failed to progress 
as quickly as expected, so there were no 
power stations producing streams of surplus 
plasma to fuel fusion-torch recyclers. And 
second, researchers in the field disliked the 
idea of lobbing tennis shoes and old tyres 
into their pristine reactors. So the idea lay 
dormant for many years. 

The growing mountain of nuclear waste 
from fission reactors, however, has recently 
rekindled interest in the scheme. Last year, 
following a request from the American De- 
partment of Energy, Dr Eastlund delivered a 
detailed proposal explaining how the fusion 
torch could help to dispose of this waste. 

At present, the plan is for it to be repro- 
cessed using solvents and chemical process- 
es to separate it into high-level and low-level 
components. The high-level waste would 
then be enclosed in glass canisters and bu- 
ried deep underground while the low-level 
waste was stored above ground in special se- 
cure facilities. The cost of treating the waste 
from the decommissioned plutonium- 
manufacturing plant in Hanford, Washing- 
ton, alone is estimated at over $40 billion. 








Breaking Hanford down 


SCIENCE AND TECHNOLOGY 


Nationally, the energy department expects 
the bill to be around $400 billion. 

According to Dr Eastlund, breaking nu- 
clear waste up into its constituent elements 
using a fusion torch would havea number of 
advantages over the chemical approach. For 
a start, it would produce much less waste. 
Chemical reprocessing at Hanford would 
generate 22,000 tonnes of high-level waste 
and 500,000 tonnes of low-level waste. For a 
fusion torch the figures are around 5,000 
tonnes and 1,000 tonnes respectively. This is 
because the waste consists of barrels of 
sludge containing compounds such as ni- 
trides, oxides and water that are not, them- 
selves, radioactive. Another advantage is 
cost. The fusion torch could, he reckons, han- 
dle the waste at the Hanford plant for 
around $10 billion. 

A number of things have changed since 
the fusion torch was originally proposed. Ex- 
perimental fusion reactors reached tem- 
peratures of 10m’C in the mid-1980s, making 
the idea feasible. Many of those reactors, 
however, have now been mothballed, so us- 
ing them as fusion torches would probably 
encounter little opposition from their own- 
ers. Dr Eastlund has also been able to draw 
on subsequent research on turning solids 
into plasmas. (This method is, in factaused to 
apply coatings to the insides of tokamaks.) 
And the advent of supercomputers able to 
simulate tokamaks should also speed up the 
process of building a working prototype. 

Dr Eastlund’s proposal, which is now 
being circulated more widely withinthe de- 
partment, lays out a $70m research pro- 
gramme that would involve recommission- 
ing a tokamak at the University of Texas to 
test the concept, and then proceeding to a 
prototype system (capable of handling a bar- 
rel or two of waste per day) within five years. 
Waste-handling expertise would be provid- 
ed by Mississippi State University. If success- 
ful, the system could then be scaled up by 
building several such machines. 

But the wheels of government tum slow- 
ly, though Dr Eastlund says interestattheen- 
ergy department increases 
whenever there is a nuclear 
incident elsewhere in the 
world. Backing the fusion- 
torch would be politically 
difficult, because it would 
bean admission that chem- 
ical reprocessing, the cur- 
rently favoured approach, 
has its drawbacks. There 
would also be legal hurdles 
to overcome as reprocess- 
ing nuclear waste is one of 
the most regulated indus- 
tries in America. Even so, Dr 
Eastlund hopes that he will 
soon be able to hand on the 
torch to someone who can 
make real use of it. 

a 
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PARIS 


Joan of Arc has been many things in her death. Now, 570 years after she first 
hit the headlines at the siege of Orléans, she is being moulded into yet another 


icon for the times 


NTERVIEWED on French radio this 

month, the British novelist Julian Barnes 
spoke of the “iconic figures” that epitomise 
national identities. England, for example, 
has the royal family and Robin Hood; France 
has a peasant with a beret and a baguette— 
and it has Joan of Arc. 

The female warrior-cum-saint holds a 
central place in the French imagination. Stat- 
ues of “the maid of Orléans” adorn churches 
and public squares, and there is a rue or a 
place Jeanne d'Arc in almost every French 
town. Barely a week goes by without some 
new biography, novel or strip-cartoon ap- 
pearing about her. And since Georges Mé- 
liés’s jerky version in 1899, she has been the 
subject of at least 20 films. 

The latest is by Luc Besson, a French di- 
rector with a knack of making teenage cult 
movies. In “Jeanne d'Arc”, released in the 
United States as “The Messenger: The Story 
of Joan of Arc”, the maid is shown as the vic- 
tim of childhood angst. A witness of the 
murder and rape (in that order) of her sister 
by pillaging English soldiers (an event for 
which there is no historic evidence whatso- 
ever), Joan goes on to have visions of a 
glassy-eyed Christ who looks as though he’s 
just taken an illegal substance. 

But she snaps out of her dreaminess to 
become an impulsive young woman bent 
on revenge, hacking at her hair with her 
sword in the hope that she will be taken 
more seriously by the men whose world she 
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has chosen to share. She spurs on her horse 
and wields a sword with uncanny vigour; 
but she also breaks down and has girlish tan- 
trums, pouting and stamping when things 
do not turn out as intended. As played by 
Milla Jovovich, she’s very much a Joan for 
the nineties and the noughties. 

Over the years, however, the maid has 
shown a protean capacity for outliving and 
reshaping herself, particularly since the 
1840s when Jules Quicherat revived interest 
in her by publishing the first scholarly tran- 
scripts of her trial in 1431 and of the 1456 retri- 
al that rehabilitated her. She appealed to 
Quicherat’s secular, republican approach to 
history, as she did to a 19th-century histori- 
an, Jules Michelet, who attributed her charis- 
ma to patriotism (“she loved France so much 
that France began to love itself,” he wrote). 
Catholics, for their part, seized on the di- 
vinely inspired virgin as the best answer to 
Marianne, the female symbol of the republic. 

Presented as a figure of reconciliation in 
textbooks, she has however proved unwit- 
tingly divisive. She is commemorated on 
three separate days: on May 1st by the far- 
right National Front; on May 8th in Orléans, 
which has celebrated her almost uninter- 
ruptedly since 1429; and on the second Sun- 
day in May, her Roman Catholic feast day. 

She was fought over by both the defend- 
ers and accusers of Alfred Dreyfus, a Jewish 
captain wrongly found guilty of selling mili- 
tary secrets to the Germans at the end of the 


19th century. To the anti-Dreyfus Maurice 
Barrés, she “embodied resistance against the 
foreigners” —a view shared by Jean-Marie Le 
Pen, today’s leader of the far-right National 
Front, but not by Michel Rocard, a socialist 
and a former prime minister who points out 
that, “three-quarters of [Joan’s] troops con- 
sisted of foreigners”. Her values, says Mr Ro- 
card, “were those of France, which has al- 
ways absorbed its immigrants”. 

Charles Péguy, a writer and prominent 
Catholic supporter of Dreyfus, was fascinat- 
ed by Joan, and his “Mystère de la Charité de 
Jeanne d’Arc” (1910) deeply moved André 
Gide and marked Charles de Gaulle. “A 
proud, pure, saintly daughter of our people” 
and “a good, pure and saintly French girl” 
were recurrent phrases in de Gaulle’s 
speeches. In 1944, the London Times noted 
de Gaulle’s “trick of viewing himself as a sort 
of reincarnation of Joan of Arc”, which exas- 
perated the Allies but fascinated “many of 
the French [who] look on him as a real mod- 
ern Joan”. 

The emblem of France’s anti-Nazi resis- 
tance was a cross with a double honzontal 
bar that is associated with Lorraine, Joan’s 
home region. After the second world war, it 
became the Gaullists’ emblem. A 44-metre 
Lorraine cross dominates Colombey, where 
de Gaulle is buried. “The enemy are at Dom- 
rémy, Orléans, Reims,” wrote Maurice Schu- 
mann in 1941; “everywhere, Joan is a prison- 
er, but she tells us it won't be for ever.” 

The perennial fascination with Joan 
may seem out of proportion to the facts. Her 
career was brief. It began in 1429, when, aged 
17 or so, she left her home village of Dom- 
rémy; and it ended in 1431, when she was 
burned at the stake in Rouen after being con- 
demned for heresy and witchcraft. In those 
two years, she helped to lift the English siege 
of Orléans in May 1429, and she accompa- 
nieg Charles vi to Reims, where he was 
anointed king. 

In “Joan of Arc: A Military Leader” (Sut- 
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Metre reading 





ESPITE some French-inspired ru- 

mours to the contrary, the metre is not 
a divine creation. It was created by man, by 
Frenchmen to be precise, just 200 years ago. 
| And France is celebrating the fact. 

The diaries of Jean-Baptiste Delambre 
and Pierre Méchain, two late 18th-century 
| astronomers who spent seven years trek- 
king across France in order to measure the 
first metre, are the inspiration for a new 
play by Jean-Claude Bastos. “Les Mots du 
Mètre” will be playing in Paris, Barcelona 
| and a number of other towns from March 
| this year. Meanwhile, the route that the 

two men followed is being opened up to 
hikers. New trails are being created and ex- 
isting ones re-routed. 

Along them, thousands of oaks, syca- 
mores and long-lasting chestnuts are being 
sown. In Dunkirk, at one end of the route, a 
tree is being planted for every child that is 
born in the town this year. And an artist, 
Jacques Leclercq, is creating landscapes at 
20 points along the way. These are de- 
| signed to burst into bloom in time for July 
14th, Bastille Day. 

The date is appropriate, for the metre 
was a product of the French Revolution’s 
enthusiasm for unity and for centralisa- 
tion. The revolutionaries’ decision in 1792 
toestablish a standard measure of distance 
appealed to their ideals of universality, 
and it also made good trading sense in a 
country that boasted about 700 different 
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ton, $27.95), Kelly DeVries, a writer on medi- 
eval military history, describes Joan as “a 
soldier, plain and simple”. However, accord- 
ing to Roger Caratini’s recent biography, 
“Jeanne d'Arc” (L’Archipel, FrF139), she may 
have been little more than a standard bearer, 
escorting a train of supplies into besieged 
Orléans and Charles to Reims. 

Whatever she once was, she is today a re- 
markably popular character. Websites 


Letter from Ulan Bator 


Steppe dancing 
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measures at the time. A contemporary phi- 
losopher, the Marquis de Condorcet, saw it 
as a gift “for all peoples and all times”. 

Not all the revolutionaries’ attempts at 
decimalisation, however, were a gift for all 
times. They also tried to decimalise time it- 
self, but their calendar with a ten-hour day 
and a ten-day week was short-lived. Sever- 
al other measures in France have to this 
day resisted all attempts to force them into 
a decimal straitjacket. Eggs, for example, 
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like apostles, signs of the zodiac and wine 
bottles, still come in dozens. 

The length of a metre, it was eventually 
decreed, should be a ten millionth of the 
distance between the equator and the 
north pole. Attempts to measure this dis- 
tance were aided by the discovery of the 
fact that the distance along the meridian 
passing through Paris, from its northern- 
most appearance in hexagonal France (at 
Dunkirk) to its southernmost appearance 
(where the Pyrenees dip into the Mediter- 
ranean), was (give or take a bit of Spanish 
Catalonia) exactly one-tenth of the dis- 
tance from the equator to the north 
pole—ie, one million metres. For a brief 
heady moment, it did almost seem as if the 
metre were divinely decreed to be the stan» 
dard measuring rod of France. eae i 

The task of deciding, by triangulation, 
precisely where those million metres be- 
gan and ended (and hence of determining 
the size of one of them) fell upon Messrs 
Delambre and Méchain. And the task took 
them seven years. It was not until 1799 that 
their measurements were finally approved 
at a seven-nation conference convened by 
Talleyrand. 

The first standard metre was then cast 
in platinum and, at the International Con- 
vention of the Metre in 1875, it was recast as 
a platinum-iridium bar. Since 1983, how- 
ever, the metre has been officially defined 
as 1/299,792,458th of the distance that light 
travels ina vacuum in one second, a defini- 
tion silly enough, surely, to make revolu- 
tionaries see red. 











about her abound, and opinion polls con- 
firm her to be a favourite historical figure, 
ahead of Napoléon, Louis xıv and de Gaulle 
himself. Orléans simply dotes on her. Ségo- 
lène Royal, the current education secretary, 
sees her as a feminist “in a world confiscated 
by men”, There is evena current move to pre- 
sent the maid as a champion of Europe. The 
perpetuating and reinventing of Joan’s icon- 
ic Magic continues. 


eR a ic hen pena 


The artistic life of the Mongolian capital helps to make it one of the most 


European cities in Asia 


UTSIDE the Ulan Bator Hotel it is close 

to 30 degrees below zero. Inside, there is 
no hot water again. But there’s no point re- 
minding the plumber that he has to fix the 
boiler, a daily request. He’s already a little 
drunk in the Soviet-drab ballroom, at the ho- 
tel staff’s annual party. 
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Like all the men at the party, he’s rigged 
up in the habit of an 18th-century English 
gent, complete with breeches, frock-coat, 
powdered wig and beauty spot. And he’s 
showing a knee to the women who work at 
the hotel: a compendium of physical diver- 
sity, all dressed as princesses. They have, 


they all say, had a wizard day picking out 
costumes from the Opera House. 

The neo-classical Opera House sits on a 
square whose vast size hints at the country’s 
socialist past. In 1921, Mongolia was only the 
second country in the world to install a 
Communist regime, though a decade ago it 
broke its Soviet chains to declare itself firmly 
in favour of free-market democracy. 

Buildings like the Opera House on one 
side of the square and, on the other, that 
obligatory symbol of all “transition” econo- 
mies, the stock exchange—a former chil- 
dren’s theatre—lend Ulan Bator a curiously 
European air. In the last few weeks of 1999, 
“Bolero”, “Carmen” and “The Magic Flute” 
were all performed, along with some Schu- 
bert Lieder. The variable productions, the be- 
furred bourgeoisie mingling with friends in 
the interlude: all reinforced the illusion of a 
provincial European town. 

Mongolians educated in the Soviet era, 
and that includes academics-turned-taxi- 
drivers, speak Russian or German, while the 
younger generation tends to speak English, 
French, Japanese or even Korean. Mongo- 
lians have none of the prickly paranoia 
about the outside world that many of their 


THE ECONOMIST JANUARY 22ND 2000 






Out in the suburbs 


Chinese neighbours have. 

Except, that is, about China itself. Mon- 
golians ruled China for over a century, eight 
centuries ago, thanks to Kublai Khan. But 
they were subjugated by the Chinese for 
three times longer: until 1912, when the Qing 
dynasty collapsed. Half a century ago, Mao 
Zedong renounced China's claim to Mongo- 
lia. But Mongolians have never got over their 
paranoia. At the height of Sino-Soviet strains, 
during the 1960s, tens of thousands of ethnic 
Chinese were expelled. In 1918 there were 
100,000 ethnic Chinese Mongolians. By 1989 
there were (officially) 247. 

Some Mongolians say that what the Chi- 
nese failed to achieve by force they are now 
achieving by stealth. Petty trade and barter 
across the Chinese border have ballooned as 
Mongolia has opened up. The Chinese are 
the biggest buyers (and smugglers) of cash- 
mere, Mongolia’s best-known export, and 
some 20,000 Chinese nationals are now reck- 
oned to live in Mongolia, though you have to 
look hard to find them. In contrast to almost 
every big western city, and most Asian ones, 
there isno Chinatown in Ulan Bator. Indeed, 
there appears to be not a single Chinese- 
character sign in the city. 

Mongolia may justifiably feel itself in a 
precarious position, a sparsely populated 
buffer zone between two giants, China and 
Russia. Yet its paranoia cannot be wholly 
healthy. A fear that its 2.5m people, living in 
an area twice the size of France, might be 
swallowed up has led at times to an obses- 
sion with “racial purity”. Notions about pre- 
serving the Mongolian gene pool have even 
been enshrined in the post-Communist 
constitution, and politicians have called for 
men to be allowed two wives to increase the 
number of “pure” Mongolians. 

A fear of Chinese chauvinism has 
helped breed a Mongolian one. Mongolia’s 
own ethnic and cultural diversity (there is a 
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large Kazakh minority, and several cultural- 
ly distinct Mongolian groupings) is played 
down in favour of the Halh-majority lan- 
guage and culture. Inner Mongolians in Chi- 
naand “Buryat” Mongoliansin Russia are of- 
ten described as culturally and even 
biologically tainted: erliiz, or “half-breeds”. 

There is a positive side, however, to 
Mongolia’s heightened self-awareness, dem- 
onstrated in an artistic and cultural revival, 
albeit on a precarious financial base. New 
contacts with the outside world have helped 
show Mongolians how rich is their own tra- 
ditional heritage of song and dance. (In how 
many other countries do all the jockeys at 
horse races sing from the saddle?) 
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Crossword prize-winners 


THANK you, Helen 

Hogan, of Christchurch, 

New Zealand, for point- 

ing out that Johnson's 

return (in the Christmas issue) to old- 

world, up-means-up, non-antipodean 

crosswords doesn’t stop people from her 

part of the world solving them “standing 

on our heads”. As indeed she and many 

another solver there proved, though it’s 

uncertain whether it’s living upside- 

down thatis the brain stimulant or the sea 

air; a striking number of replies came also 

from British Columbia and the west coast 
of the United States. 

But alas—sorry, Dr Hogan—random 
chance isa hard master, and none of them 
came first or second out of the letter/fax/e- 
mail hat. Instead, a Mont Blanc pen and a 
copy of the “New Oxford Dictionary of 
English” will be winging their way to Lucie 
Tepla in Paris, and to Guy Zenaitis in Mon- 
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Foreign artists have started to visit. Ulan 
Bator held its first contemporary music festi- 
val last summer, and the cellist Yo-Yo Ma has 
commissioned a young Mongolian compos- 
er, Sansargereltekh, to write something for a 
ten-piece ensemble of Mongolian and west- 
em instruments that will be performed 
around the world later this year. Mr Sansar- 
gereltekh, who studied composition in Ma- 
drid, does not emphasise the Mongolian as- 
pects of his music, but most contemporary 
artists are beginning to place a sense of Mon- 
golian identity at the centre of their work. 

In dance this is sometimes difficult, 
thanks to the Russian influence. A dancer, 
Garsuren, now perhaps one of Mongolia’s 
best choreographers, says that the classical 
ballet taught to her contemporaries is too 
rule-bound. Traditional Mongolian dance, 
on the other hand, overly suppresses emo- 
tion. Ms Gansuren’s choreography attempts 
to mix and match, drawing not just from 
Mongolian and European sources, but also 
from Kazakh and other traditional dances. 

“People here criticise me when they say 
there is a lotof everything in my dance,” says 
MsGansuren. “Yet in my work I always think 
of myself as Mongolian. I'm notsaying I eata 
lot of meat and ride around on horses. But to 
be Mongolian, you have to be thinking and 
worrying about what that means.” Ms Gan- 
suren, whose historian father is half-Chi- 
nese, says that although she knows much 
about Chinese folk traditions, that is one in- 
fluence she tries hard toshun. 

Most artists, groping for a new Mongo- 
lian identity, can say more easily what it is 
not. In sculpture, for instance, it is not the 
bombastic statues from the Communist past 
that still litter the city. By contrast, the new 








treal. Whether either winner really needs 
the dictionary, for all their officially fran- 
copnone places of residence, Johnson 
must doubt; perhaps next year he should 
try his hand at mots croisés. and expect 
winners from Peterborough and Peoria. 
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statue commemorating Zorig, the country’s 
most popular democratic politician (who 
was assassinated in October 1998) is striking- 
ly humane. Zorig peers inquisitively through 
his spectacles, and a handful of flowers are 
always scattered on the low plinth. 
Common humanity, rather than some 
spurious national or racial creed, is also ex- 
plored in a new documentary, “The Poets of 
Mongolia”, made by a young local film mak- 
er called Sakhya Byamba. With a languid 
pace to match Mongolia’s expanses, the film 
explores the overturning of the old ways 
since Communism through a few “ordin- 
ary” people: a miner eking out a living in a 


Dogma films 


shaft abandoned by the state, a mathemati- 
cian-turned-coal-buyer,a blind singer. 
Works like this might at first seem bleak. 
But an optimism often shines through from 
the pure pleasure that Mongolians are seen 
to get from their own poetry and song. Con- 
firmation of that optimism can be found on 
the street outside the Ulan Bator Hotel on 
any freezing cold night. On their way home, 
everybody—from the herdsman in from the 
steppes to the city schoolchildren and gov- 
ernment employees—amuse themselves on 
the icy pavements in the same fashion. One, 
two, three steps, and then slide. One, two, 
three steps, and then slide. 
—————— 


The bare essentials 


COPENHAGEN 


A new form of minimalist movie is making big waves 


OGMA is the name for a stripped- 

down approach to making movies that 
isa million miles removed from the current 
big budget Hollywood blockbuster of the 
same name. What began as the casual, slight- 
ly tipsy rant of a couple of Danish directors 
in 1995 is on the verge of becoming the stan- 
dard “unplugged” version of film making. 
And in time, dogma will almost certainly 
find itself commercialised by the very Holly- 
wood moguls that it set out to subvert. 

Lars Von Trier, the acclaimed director of 
“Breaking the Waves”, had the initial idea 
and put it to his friend Thomas Vinterberg, a 
promising young director. Together, the two 
men drew up a plan of how they felt a film 
should be made. “It was easy,” says Mr Vin- 
terberg, “we just listed all the things we hated 
about modem cinema.” 

Two more Danish directors joined them, 
and a “vow of chastity” to which all dogma 
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A scene from (or is it of?) “The Idiots” 


films have to comply was formulated. 
Among other things, the vow pledged that 
shooting should be done on location; the 
sound should never be produced separately 
from the images; the film should be shot 
with a hand-held camera; and shooting 
should take place where the film takes place. 
In addition, the film must not contain “su- 
perficial action” (there must be no violence, 
for instance); it must be made in 35mm for- 
mat; there can be no flashbacks, no props 
and no make-up; and the director must not 
becredited. 

Dogma was a rescue operation, Mr Vin- 
terberg says. “We wanted to purge film so 
that once again the inner lives of the charac- 
ters justified the plot.” Thomas Vinterberg’s 
“Festen” (“The Celebration”), the first dogma 
film, does just that. It depicts a banquet cele- 
brating the 6oth birthday of the Klingenfeldt 
family’s puffed-up patriarch, Helge. Guests 





pile into a palatial country hotel and haves 
barely begun to enjoy the sumptuous spreat 
laid on for them when the eldest son, Chris 
tian, is invited to make a toast. He reveals 
that his father’s sexual abuse of both himes 
and his twin sister drove her to suicide ano 
him to despair. 

“Festen” is a deeply disturbing film, but il 
also looks and feels very different. The cam- 
era work is jittery and grainy. The sound—as 
dogma rules demand—is stripped of any 
musical score. It was shot for little money, on 
videotape, in Danish, and with a cast unrec- 
ognisable outside Scandinavia. Yet it is so 
compelling that audiences often sit in silence 
after watching the film, stunned by the emo- 
tional violence of it all. Dogma films make no 
presumption of what an audience will like; 
the audience itself, Mr Vinterberg points out, 
doesn’t know whatit wants. 

Dogma also offers some financial hope 
to European cinema. Instead of expensive 
pyrotechnics, stunt men and special effects, 
a dogma production needs only the basics:a 
camera, a cast, and a script. But it has its risks. 
To succeed at all, a dogma film has to be ex- 
quisitely crafted. 

For Mr Von Trier, dogma offers a struc- 
ture that he was never given in his “human- 
istic, cultural-leftist upbringing”. The frame- 
work, he says, liberates him from 
unnecessary choice. It also helps make the fi- 
nal cut more intimate. Mr Von Trier reckons 
that 80-90% of “The Idiots”, his first dogma 
film, was footage he shot himself with his 
own hand-held camera. But he was no con- 
ventional cameraman. One moming, for in- 
stance, he greeted the cast naked and an- 
nounced that “today is to be anudeday”. 

The four original dogma directors 
worked together on an interactive produc- 
tion that was broadcast on Danish television 
on new year’s day. The four separate 70-mi- 
nute films, each the work of one of the direc- 
tors, were shown simultaneously by Den- 
mark’s four television stations. Viewers were 
able to surf back and forth to create their 
own film. 

The stories were shot in real time with ac- 
tors and a theme chosen to symbolise Den- 
mark entering the new millennium. Over a 
third of Denmark tuned in and most, espe- 
cially the young, deemed it a success. The 280 
minutes of film are now being edited down 
for release in the cinema. 

But can dogma transcend Danish tastes? 
The signs are good. “Festen” received consid- 
erable international acclaim, including the 
Prix du Jury atthe Cannes film festival, anda 
dozen or so dogma productions are cur- 
rently under way in Europe alone. When Mr 
Vinterberg met Steven Spielberg in Holly- 
wood recently, the great narrator of popcorn 
sagas is said to have expressed an interest in 
proving that he stil! has the real directorial 
stuff by making a dogma film himself— 
Spielberg, as it were, revealed. 
= m 
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T THE end of the second 
world war most of the small 
number of Jews still living in Ger- 
many departed for more friendly 
countries. Estrongo Nachama de- 
cided to stay. Weak and sick after 
two years in Auschwitz, he was 
| nursed back to health by a Chris- 
tian family in Berlin. Not all Ger- 
mans had been followers of Hit- 
ler, he would tell sceptical Jews. 

Many remained sceptical. 
When Ezer Weizman, president 
of Israel, visited Germany in 1996, 
he said he could not understand 
why Jews still lived in the coun- 
try. His view was, and still is, 
shared by many members of the 
diaspora. Normally generous 
Jews decline to send money to 
Germany, although many of the 
country’s Jewish associations are 
heavily in debt. Mr Nachama said 
such an attitude was an insult to 
modern Germany, and added to 
the sense of isolation felt by those 
who had survived the camps. 

All the same, he could never 
entirely overcome his own 
doubts. His parents and sisters 
were gassed in Auschwitz. What 
would they have thought of his 
efforts to reconcile the Jews with 
their former oppressors? His post- 
Auschwitz life became a journey 
through a moral maze. Last year 
he sang the Kaddish, the Jewish 
prayer for the dead, at a cere- 
mony, lasting 28 hours, to com- 
memorate 56,696 Berlin Jews who 
died in the camps. But he also attended Christian meetings. His- 
tory could not be forgotten, he said, but reason prescribed that 
German Jews should have tolerable relations with other commu- 
nities whose hopes and fortunes they shared. Mr Nachama saw 
the Jewish community in Berlin grow from almost nothing after 
the war to perhaps 12,000 now, with his son Andreas its leader. It is 
still only a fragment of the population of the city’s old Jewish quar- 
ter, which first put down roots in the 17th century. But at least the 
roots have been saved. 


Song of survival 


As it happened, Estrongo Nachama became German by choice. 
He was born in Salonika, Greece, where his father was a grain mer- 
chant. In 1943, when Greece was under German occupation, the 
Nachama family was sent, with other Greek Jews, to Auschwitz. 
Mr Nachama was in his 20s, fit and strong. He was given work as a 
labourer, temporarily spared from the gas chambers. Escaping 
death in the camp often depended on an arbitrary decision by a 
guard. Musicians were in demand to provide entertainment. Mr 
Nachama was a fine baritone. His voice protected him. Later, in 
Berlin, he was the chief cantor for the Jewish community, and the 
leader of its choir. The world heard his voice, briefly, when he ap- 











Estrongo Nachama, a Jewish voice in 
Berlin, died on January 13th, aged 81 





peared as a cantor in “Cabaret”, a 
film about pre-war Germany 
made in 1972. He was a frequent 
broadcaster and, even when Ber- 
lin was divided, a familiar perso- 
nality both sides of the wall. 

But German unification in 
1990 created a new and unusual 
difficulty for Mr Nachama and 
others who had worked to restore 
stable Jewish life in the country. 
Some 50,000 mainly Russian- 
speaking Jews have settled imGer- 
many, outnumbering those who 
were there before by nearly two to 
one. They were drawn to Ger- 
many largely for economic rea- 
sons, partly because of anti-Semi- 
tism in the Soviet Union. Our 
Berlin correspondent notes that 
many of the newcomers know lit- 
tle about Jewish religion or cul- 
ture. Few speak German. Most do 
not have jobs and depend on wel- 
fare. The older German Jewish 
community, by now integrated 
and well-accepted, tends to re- 
sent the newcomers from the east. 

It is a problem that Mr Na- 
chama’s son Andreas and others 
will have to battle with. Some 
German Jews welcome the rising 
numbers, wherever they come 
from. Before Hitler came to power 
in 1933 there were about 600,000 
Jews in Germany. 

The German government 
gave Mr Nachama a number of 
awards for his community work. 
He spent some time in his moral 
maze before accepting them. To have declined might have rekin- 
dled the ill-feeling that he nas sought to soothe. The government 
was relieved. Anything to do with the Holocaust continues to be 
treated as an issue of the utmost national importance. 

When Ignatz Bubis, chairman of the Central Committee of 
Jews in Germany, died last August, flags flew at half-mast on gov- 
ernment buildings. The chancellor attended his memorial service. 
Mr Bubis was buried in Israel. Other German Jews, apparently 
heeding President Weizman’s call, have also declined to leave their 
bones in German soil, perhaps to be desecrated, as more than 100 
Jewish graves were in October, at Weissensee, in eastern Berlin. 

Two generations after the end of the war, some anti-Semitism 
persists in Germany. Hitlerstill has his admirers. But some entirely 
respectable Germans feel that successive governments havedone 
more than enough penance for the Holocaust. A prominent Holo- 
caust memorial designed by an American, to be built in the centre 
of the city at an estimated cost of $26m, is too overwhelming for 
many Berliners, including the mayor, who says he will not attend 
the dedication ceremony on January 27th. Mr Nachama was of 
course aware that he was leaving behind plenty of worries. But he 
declined to withdraw the trust he had placed in the Germans. He 
was buried in Berlin. 
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The Oxford Senior 
Executive Finance Programme 


9 — 14 April 2000 


Is a finance programme with a difference. Building on proven elements in the Oxford 
Advanced Management Programme, it has been specifically designed to take senior 
executives, general managers and fast-track talent from a standing start to a strong and 
broadranging competence in modern financial management and strategy. 


Name 
Please send details of: 


The Oxford Senior Executive Finance Programme Address 


Return to: 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0x1 5NY, England Tel 


Tel +44 (0/1865 422767 Fax +44 (0)1865 422501 
Email SEFP@templeton.oxford.ac.uk 
www.templeton.ox,ac.uk Email 


Fax 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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MSc Trade, Transport & Finance 
MSc Shipping, Trade & Finance 


If you bring the talent we'll provide the knowledge for Call us for more information on: 
a successful international business career in banking, 


finance, international trade and transport or stockbroking. +44 (0)207 47 7 8606 


We have 850 graduates in over 75 countries who enjoy 
an international career. E-mail: stf@city.ac.uk 


But success is not easy. Our 14 month course is intensive http://www.city.ac.uk/cubs/stf 

and demanding, pulling in practitioners from the City 

of London as well as our own City experts, many with Our next Information Sessions: 
international reputations. 4th Feb 2000 and 3rd March 2000 


Yy City University Business School The University for business and the professions 
London 


When you invest 
in your l ae, i 
choose the right 
placement. 


Do your MBA at E.M.LYON: the school of management at Europe’s cosmopolitan 
hub. Culturally-mixed. Entrepreneurial. 1 year full-time, 2 year part-time. 
Teaching in English or French. Worldwide network of exchanges. Emphasis 
on personal development. Nearly four job offers for every graduate from a ; R i 
who’s who of multinationals. Call Jacqueline Del Bello on 334 78 33 78 65 Ecole de Management 
or e-mail: mba4@em-lyon.com. es kee 


Cesma MBA at E.M.LYON EUROPEAN 


: ENTREPRENEURIAL 
Do it for yourself. LEARNING 
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THE MASTER OF MANAGEMENT - 
KIEL INSTITUTE 
IN TH E N Jatin NOMY OF WORLD ECONOMICS 





In the emerging digital economy; : 

managing organizations is a totally l i Advanced Studies 

new ballgame. You need to : i Paa 

understand Information Technology, The Master of MINE Program ie | in International Economic Policy Research 

know where it’s going, and find ways the result of collaboration | August 1, 2000 - May 31, 2001 

to, exploit it for the benefit of your between the Center for Research 

enterprise. on the Applications of Telematics | * concentrated courses on important areas of international economics; 
~The Universit’ Cattolica at Piacenza t° Organizations and Society 

offers a new program leading to the (CRATOS), Universita Cattolica 

Master of Management in the at Piacenza, Italy and the School 

Network Economy (MINE) degree. of Information and Management 
Systems (SIMS), University of 


* profound training of skills in economic analysis, methods of empirical research 
and economic policy evaluation; 


+ designed for economists holding a university degree who are interested in a 


The aim of this program is to career with international organisations, domestic policy and academic 


produce managers who can score 
higher than their competitors within 
the context of the new economy. 


California at Beri keley, USA. institutions, international corporations ete. 


Courses: Lecturers: 
Macroeconomics in Open Economies Richard Clarida (Columbia) 


® Location: Universita Cattolica del Sacro and Aaron Tornell (Harvard) 


Cuore, Piacenza, Italy F O N D A7] O N E i nternational Financial Markets Richard Levich (New York) 


2 Language of Instruction: English SIACENZA E VIGEVANO Global Banking Ingo Waiter (New York) 
| @ Duration: 16 months : Empirical Methods in Finance Stefan Mitenik (Kiel) 


B) Starting Date: i i Environmental Economics Geoffrey Heal (Columbia) 
September 18, 2000 i 


®. Applications: 
March 1- May 15, 2000 Cana eh Ragpterrena dlh Rouino Lamda 


ei esde E T OBV 71 Alec Sa 


FUJITSU compurens TELECOM 
SIEMENS An For detailed information write to: 


hove! Sa a E 4 pary p Deg : 1 Institute of World Economics « Advanced Studies e D-24109. Kiel + Germany 
e http://mine.pc.unicatt.it e info.min nicatt.it Bs Goeman LAA LESS e IAIEMeE INTS DEIKA aaki geht! 


nternational Trade David Greenaway (Nottingham) 
European Economie Integration Richard Baldwin (Ceneva) 


alitical Economy in Open Economies Roberto Perotti (Columbia) 





Economic Growth and Development Sebastian Edwards (UCLA) 


Unleash the potential of 
e-business for your organisation 





















i] 
e-business@londonbusinessschool: | E-business is about far more than having a corporate website. It is about re-inventing business and creating | 
Strategies for the New Economy | pew management models. . | 
3- 5 May 2000 Designed for general managers and senior functional managers, this programme will provide participants 
pr r ey o with an understanding of the tapidiy evolving world of electronic business and e-commerce. It will cover 
at London Business Schoo! | business-to-business and business-te-consumer e-business, future media and e-business leadership. | 
| Directed by Michael Earl, The multi-disciplinary faculty team, all professors at London Business School, have researched, 
| Professor of Information Management | Published and consuited widely on the information age and the new economy. They will encourage you to 
|» For traditional businesses who want | @Pply strategic thinking to your business and to the transition of becoming an e-business. | 
| take advantage of e-business You will be able to innovate and implement e-business strategies quickly after attending this programme, | 
| opportunities | ensuring that you can respond effectively to e-business opportunities and threats. 
| Not designed for internet start-ups | 
| ; nat Regent's Fark 
| s Takes an holistic approach to a | 
e-business involving strategy, konaan we ASA, UK 
| marketing, branding, operations rey hes eee. : 
and. webmetrics. el : 
l eed TETEN Fax: +44 (9):20 7724 6051 Business 
ondon Business School 
E x E C U T | V E exists to advance learning i , School 
and research in email: execinfo@london.edu 
EDUC. ATION business and management 
| EB9901 www.london.edu/execed _Ltznsterning 
| J 
i 
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he MIT Department of Urban Studies and Planning and the Special Program 
Irban and Regional Studies of Developing Areas (SPURS) announce 

w workshops offered at MIT, Cambridge, MA, USA between 

@- 19 and June 30, 2000. Designed for professional planners, environ- 
ental design professionals, government officials, and university faculty. 


DEVELOPMENT WORKSHOPS 


PLANNING FOR RESOURCES, COMMUNICATIONS AND 
CHANGE IN DEVELOPING COUNTRIES 











“* New Information Technologies for Planning and 
Community Decision Making 
2o-(dune 19-23) 
. Water and Sanitation Infrastructure Planning in 
Developing Countries 
(June 19-30) 
+ Small Firms, Local Economic Development, and 
Regional Planning 
(June 19-23) 
-. Urban Conservation: Revitalization Issues and 
< Practice 
(June 26-30) 



















http://web.mit.edu/spurs/www/ 
“Contact: Nimfa de Leon, Massachusetts Institute of Technology, Rm. 10-400, 
77 Massachusetts Ave., Cambridge, MA. 02139. USA. 

“Phone: (617) 253-5915 Fax: (617) 258-0382, Email: nvdeleon@mit.edu. 
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Initiatives in Conflict 
Management: Planning for 
Civil-Military Cooperation 


< April 30-May 7, 2000 


- This highly participatory program is designed specifically for mid- to 
upper-level civilian and military officials from all countries, international 
“organizations, and nongovernmental organizations who are involved 

in conflict intervention and reconstruction. 


In any intervention, success or failure often depends on the degree 

to which organizations in the field can cooperate and work together 
effectively, This executive program helps participants achieve consensus 
and cooperation despite cultural differences among organizations and 
nations. In particular, you will learn: 


® strategic approaches to improve effectiveness during 
conflict intervention 

© how to negotiate, formulate, and implement a sound and 
comprehensive plan which incorporates different organizational 
and national cultures. 


a Presented jointly by the National Security Program, John F. Kennedy 
-< School of Government, Harvard University and the Conflict 
Management Group. 


Jennifer Stichweh (617) 495-1331, ext. 113 
Email: jennifer stichweh@harvard edu 
ioternet www.ksg.harvard.edu/execed 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


WOMIST JANUARY Z2ND 2000 




























Having an MBA is no longer = 
what's: most important, 
it’s having the right one. 






* Essec is the first European Business School 







to be accredited by AACSB : the International 





Association for Management. Education. 











e Our reputation is built on innovation, rigorous 













selection, academic excellence and close 


international corporate partnerships: 


- ESSEC MBA. is ap experience-integrated MBA 
for young professionals | 
- ESSEC Executive MBA is a part time bilingual 
MBA for confirmed professionals 
- ESSEC specialized MBAs, taught in English, 
are for professionals who want to become experts 
in their chosen field: 
International Agri-Food Management 
International Luxury Brand Management 


International Hospitality Management 

























ESSEC es 
ACTI NG FIRST | indigo@essec.fr 


Call 00.33.1,34,43,39.90 in marie 
fax : 00.33.1.34,43.39.91 


ESSEC BUSINESS SCHOOL, PRIVATE ONSTITUTION OF HIGHER EDUCATION, APFIUATED WITH 
THE CHAMBER OF COMMBPRCE AND INDUSTRY OF VERSAILLES. VAL D OISE + YVELINES 
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Masters in Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full-time 
study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 

Information about our MBA and Sloan programmes will also be available 
at all sessions 

Madrid London 

Monday 24 January, 7.30 pm Thursday 7 February, 6.15 pm 

Palace Hotel, Plaza de las Cortes London Business School 

Milan Sussex Place, Regent's Park, NW1 


Tuesday 25 January, 6.30 pm Frankfurt 
Four Seasons Hotel, Via Gesu 8 Tuesday 8 February, 6.30 pm 
Lisbon Steigenberger Frankfurter Hof 

Wednesday 26 January, 7.30 pm Am Kaiserplatz 
Lapa Palace, Rua do Pau de Zurich 
Bandeira Wednesday 9 February, 6.30 pm 

Rome Baur Au Lac, Talstrasse 1 

Wednesday 26 January, 7.00 pm Paris 
Officers’ Club Thursday 10 February, 6.30 pm 

Ministero della Marina Hotel Inter-Continental 

Piazza della Marina 1 3 Rue de Castiglione 


Sussex Place 

Regents Park 

London NW1 4SA 

Tel: +44 (0)20 7706 6840 
Fax: +44 (0)20 7723 1788 


London 
Business 
School 


email: mifinfo@london.edu 


www.london.edu 


Please send me information on the Masters in Finance: {full-time [_|part-time 
MBA: |_|full-time [_|part-time Sloan Masters L] 

Mr/Ms _First Name 
Family Name 
Job Title 
Company 
Address: Work L] Home C] 




















Postcode. Country. 

Tel Fax a 
email _EC21/01/00 
London Business School exists to advance learning and research in business and management 
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YOU CAN DROWN IN THE 
FLOOD OF NEW BUSINESS 
INFORMATION 


OR YOU CAN HARNESS 
AND DIRECT IT 

STERN SELECTS EXECUTIVE 
DEVELOPMENT PROGRAMS 
FILTERS THE LATEST 
NFORMATION NECESSARY 
FOR SUCCESS AND PUTS 

T WITHIN YOUR GRASP. 


STERN SELECTS EXECUTIVE DEVELOPMENT PROGRAMS SPRING 2000 


March 22-24 
MANAGEMENT: 
Protecting the Firm from Situational and Social Risks 


April 3-4 in NYC, May 1-2 in London 

VALUATION OF HIGH TECH STOCKS 

Offered jointly with The London School of Economics 

April 5-7 

MARKETING: 

Creating Competitive Advantage in Financial Services 

April 13-14 

PRACTICAL ADVICE FOR M&A PRINCIPALS: 

What Works and What Doesn’t 

Offered as part of the Salomon Center Frontiers in Finance Series 


June 5-16 
MANAGEMENT: Essentials for the Experienced Professional 


Jur professors are versed and versatile enough to create and present any program 
your company may need. Inquire about Executive Development Custom Programs 


To receive more information on these and other courses 
call 1.888.NYU.EXEC, fax 212.995.4502 
exec-dev@stern.nyu.edu 
www.stern.nyu.edu/executive 


EXECUTIVE 


DEVELOPMENT 
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A successful executive is 
a successful negotiator. 
And a master strategist. 


z Strategic Public Sector Negotiation, May 22-26, 2000 


SPSN is a powerful and fast-paced short program which uses top 
Harvard faculty to help experienced executives move to new levels 
-cF of negotiation skill, add strategic dimensions to their negotiations, 

-A and strengthen their analytic abilities to produce successful and lasting 

~ agreements. Designed for those at the public-private interface, 

each year SPSN gathers distinguished executives from governments, 
corporations, NGOs and international organizations~those who must 
produce formal agreements or contracts, structure complex financial 
transactions, resolve disputes, or negotiate within their organizations 
for authority and resources. The fightly organized session moves from 
simple negotiation exercises to complex strategic multi-party agreements. 
The actual negotiation exercises and role playing help executives 
internalize the tactical skills needed to produce successful agreements. 


For brochure and application, please contact: 
~ Enrollment Services, Phone: (617) 496-0484, ext. 112 
‘email: KSG_ExecEd@Harvard.edu 

Internet: KSG_FxecEd@Harvard.edu/execed 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


Carnegie Mellon 


Program for Executives 
Ranked Number 1 by a Wall Street Journal Survey 
April 16 - May 12, 2000 
September 24 - October 20, 2000 


Leadership in the 
Global Marketplace 


Strategic 
General Management 
Competitive 
Global 


Also Ask About the Modular Program 
for Executives ~ Delivered in. — 
One-Week Modules 


Contact: 

Director of Executive Ecucation 

Graduate School of Industrial Administration 
Carnegie Mellon University 

Pittsburgh, PA 15213 


phone: (412) 268-2304 
fax: (412) 268-2485 
email: jri@cmu.edu 


web: hittp://cmu-execnet.gsia.cmu.edu 


Syracuse University 
Master of Social Science 


Work provides reality. 

Academia is where fresh thinking 
and research emerge. 

This innovative program makes it possible for you to 
earn an accredited master’s degree from a prestigious 
university, even if your job leaves little free time or 
involves extensive travel or overseas location. Learn 
from an internationally renowned faculty, and meet 
talented highly motivated fellow students from around 
the world. Study an interdisciplinary, international and 
multicultural approach to complex global issues for 
insights that will change the way you see your world. 
And isn’t that where the real change begins? 


The Maxwell School 


OF CITIZENSHIP AND 
PUBLIC AFFAIRS 


LIMITED RESIDENCY 
DEGREE PROGRAM 


FOR PROGRAM AND ADMISSION INFORMATION 
p2 Write to: Syracuse University M.S.Sc. Inquiries, 700 University Avenue, Syracuse, NY 
p= 13244-2530. Phone: 1-800-442-0501 (U.S. only) or 315-443-3480, Fax: 315-443-4174, 
E-mail: suisdp@uc.syredu Visit our web site: www.suce.syredu/isdp/mssc 


wet 
5 
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Department for 
] International 
Development 





to five Renewable Natural Resources Advisers and Field 
Managers to provide professional advice for programmes 
which aim to improve the livelihoods of the rural poor and 
reduce poverty in developing countries. Up to four of the 
vacancies will require expertise in land and water resource 
management, including sustainable systems of agricultural 


The Department for International Development is recruiting up 





TECHNICAL CO-OPERATION 


RENEWABLE NATURAL RESOURCES 


ADVISERS/FIELD MANAGERS 


e Provision of advice on the multilateral component of the 
development programme, and 

* Represent DFID at national, regional and international 
meetings. 

QUALIFICATIONS 

Candidates must possess relevant post-graduate (or equivalent) 

qualifications reflecting knowledge of appropriate natural 


production, and in the management of aquatic and terrestrial 
common property resources. Qpe vacancy is for a specialist in 
forestry policy and communit 


sciences and will be expected to have full understanding of the 
sustainable livelihoods approach to poverty reduction, You will 
have at least three years relevant experience, preferably in 
tropical developing countries and be able to demonstrate that 
this has resulted in a beneficial impact in terms of poverty 
reduction and natural resources management. You will also be 
expected to understand the impact of international and 
national policies on rural communities. 
You must possess qualities of leadership, influence and political 
awareness coupled with a commitment to DFID’s development 
“programme and an understanding of the challenges faced by 
n communities in developing countries. Tact and diplomacy are 
+ important attributes. 
“TERMS OF APPOINTMENT 
Salary will be in the range of £36,000-£42,000 per annum 
„dependent on qualifications and experience. 
es, ¿Candidates should either be nationals of Member States of the 
aland European Economic Area (EEA), or Commonweatth. citizens 
who have an established right of abode and the right to work in 
the United Kingdom. 
Closing date for receipt of completed applications: 11 February 
2000. 







































Fulfilling Britain’s commitment to {ELEI Gh ET ETIES] 


ting reference AH304/3B/AH/TE clearly on your envelope, from: Department 
bie House, Room AH304, Eaglesham Road, East Kilbride G75 3EA or 
hone) or e-mail: group3a1@dfid.gov.uk  http://www.dfid.gov.uk 







telephone (01355) £ 









sector and institutions such as the World Bank, UN agencies 
and the European Commission. Most of our assistance is 
concentrated on the poorest countries in Asia and sub- 
Saharan Africa, but we also work in middle income countries, 
and in Central and Eastern Europe. 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is 
committed to the internationally agreed target of halving the 
proportion of people living in extreme poverty by 2015. 
DFID works in partnership with governments, international 
and national non-governmental organisations, the private 


DFID is committed to a policy of Equal Opportunities and 
encourages applications from members of ethnic minorities. 



















COURSES 
om s vik ae perched oa cen 
HAST. nra, p CLASSIFIED SECTION, CONTACT: 
; It’s great to. : Philip Wrigley 
have the flexibility fet: 44-171) 830 7000 






Fax: (44-179) 830 77411 
Email: PhitipWrigky@economist.com 








| to go to class wh 


: Month M:S. in | _ Some of the finest | 
4 COMP TATION AL private villas, | 
: farmhouses and | 
] FI NAN CE ko a _ castles Wib 
swimming pools, 
apply new throughout Italy. 
for Fall 2000! RN REUSCAR POW EGO H 
USA (EUROVILLAS) 
Tel/Fax 800 767 0275 
TUSCANY NOW (UK, EUROPE) 
T:+44 (O)207 292 $469 F244 (0207 272 1R 





Accredited bythe 
| Distonce Educction Training Council 
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USING ECONOMICS AND FINANCE TO INFLUENCE POLICY 


The. Bank of England’s Monetary Analysis (MA) and Financial Stability (PS) areas wish to recruit 
economics and finance graduates. Analysis and original research are undertaken at the Bank to the 
highest academic standards, so that policy decisions are informed by the best possible. advice. | 
Economists and finance professionals play a vital role. The positions will appeal to individuals with. 
an interest in, and talent for, the application of ideas to the formation of practical public policy. 


a The key task of MA is to provide the analytical support to the Bank's Monetary Policy. 
Committee. It therefore offers an unrivalled opportunity-to influence monetary policy, 
combined with a unique insight into policy-making in one of the United Kingdom's most 
important public institutions, Each position offers a mix of research and analysis, but th 
common theme i is providing advice and informing the debate on monetary policy. 


The Financial Stability area is responsible for promoting. ‘the averall stability of the financial 
system as a whole, and also the effectiveness and efficiency of the UK. financial services 
industry. The work has an international as well as a domestic focus, reflecting London’s | 
position as a major international financial centre. Related research and analysis covers systemic | 
risk, regulatory policy, international and domestic finance, emerging markets, payment systems 
and other market infrastructure, and financial intermediation. Staff advise the Bank’s Financial 
Stability Committee, and represent the Bank on a wide range of international committees. 


Research is focussed on the policy agenda, but staff also make a wider academic contribution, 
publishing in the Bank's own Working Paper Series, Quarterly Bulletin and Financial Stability 
Review. For further details, see the Bank's website at http://www.bankofengland.co.uk/. 


As examples of the types of specialist work areas, there are currently vacancies for: 


monetary and international macro-economists 


an experienced economist to focus on the US economy within the International Division 
a labour market economist to join the UK labour market team 

an economisV/econometrician to join our forecasting Division 

a micro-economist to work on analysis of payments and settlement systems 


an experienced economist, specialised in the analysis of US financial developments, to assess 
risks arising for global systemic stability 


° an analyst of corporate finance issues, including law, accounting, tax and governance, 


For these posts, candidates should ideally have at least a Masters degree in economics, finance or a 
closely related subject, and two years' experience in an academic environment (PhD/lecturing), | 
working on applied policy, or in the financial sector. The successful applicants will have strong 
communication and presentation skills. 


Salary and benefits offered will be commensurate with qualifications, experience and the 
requirements of each particular job. 


To apply, please send your CV with full salary history, quoting job reference MA/FS2000 to 
Mrs J M Williams, Personne! Division (BB-3), Bank of England, Princes Street, London EC2R 8EU. 
Fax 020-7601 3911. The closing date for applications is 5 February 2000. ait Boy, 
“efx 
A 


The Bank is an equal opportunities employer. DAG 
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COMMONWEALTH SECRETARIAT 


CHIEF PROGRAMME OFFICER, 
POLITICAL AFFAIRS DIVISION 


The Commonwealth Secretariat, established in 1965, is the main intergovernmental 
agency of the Commonwealth, facilitating consultation and co-operation among member 
governments and countries. The Political Affairs Division facilitates such consultation 
and consensus-building, monitors international political developments, conducts research 
and prepares briefings on political issues which are of interest to member countries. 


‘Tasks of the post include: Monitor international develapments, relevant to 
Commonwealth member states in Asia and the Pacific. Prepare briefs, background 
papers, short-term research projects and longer term in depth research studies on a range 
of international issues. Contribute to the development of policy in assigned areas of 
responsibility by way of advice and recommendations, Assist in arrangements for 
queetings of Heads of Government, Ministers, etc. including preparation, editing co- 
ordination of documentation. Keep abreast of research in specialized areas, develop 
expertise on specilaized subjects that assume importance in Commonwealth context, 
Participate in seminars in both government and non-government sectors; represent 
Secretariat at international organizations. 


Applicants must be nationals of a Commonwealth country with a good honours degree ar 
equivalent with relevant experience and familiarity with international relations, 
preferably with expertise in the Asia/Pacific region. Experience of negotiations with 
governments is also required. 

Three year appointment in the first instance. 


Salary: £39,132 - £51,467 p.a. gross for UK residents, 
£37,992 - £49,968 p.a. gross plus housing & other allowances for overseas 
appointee. 

Full details from: 

Anuja DeSilva 

Personnel & Staff Development Department, Commonwealth Secretariat, 

: Marlborough House, Pall Mail, London SWLY SHX, United Kingdom 

Tek: +44 020 7747 6178 Fax: +44 020 7747 6520 

E-mail: a.desilva@commonwealth.int 

Commonwealth Secretariat Website: http://www.thecommonwealth.org 


Closing date; 3 March 2000 


The Commonwealth Secretariat is an Equal Opportunity Employer 


International Institute of Tropical Agriculture 
Regional Program Coordinator 
Sustainable Tree Crops Program 


The International Institute of Tropical Agriculture, with 

headquarters in Ibadan, Nigeria, seeks qualified candidates for the 
position of Regional Program Coordinator of the Sustainable Tree 
Crops Program (STCP) in West and Central Africa. 


IITA is an international agricultural research institute in a 
worldwide consortium of 16 centers co-sponsored by the World 
Bank, FAO, UNDP and UNEP and supported by over 40 doner 
countries and institutions. For more information on ITA and a 
detailed position announcement, visit out website at 
http://www.cgiarorg/iita or contact the International Recruitment 
Officer at the email address listed below. 


The preferred candidate will possess a Ph.D. in an appropriate 
discipline with 10 years experience in the tree crops or related 
sectors. Specific experience in smallholder production and/or 
“marketing sub-sectors of cocoa, cashew, and coffee is highly 
desirable. This appointment is for an initial period of three years. 
The Regional Program Coordinator will be based at ITTA’s Humid 
Forest Ecoregional Center (HFC) in Yaoundé, Cameroon. 


Applicants for this position are invited to send their curriculum 
vitae, date of availability, and names and addresses of three 
professional referees to Mrs. Frances McDonald, International 
Recruitment Officer by fax to 234-2-241-2221 or email 
FE. McDonald@CGIAR.ORG Applications will be received for 
three weeks following the publication of this announcement. 


98 


UNIVERSITE DE NEUCHATEL 
SWITZERLAND 


CHAIR IN ELECTRONIC COMMERCE 
(MARKETING) 


The University of Neuchatel is one of four French speaking State 
Universities in Switzerland. As part of our development, we wish 
te appoint a Professor of Marketing specialized in Electronic 
Commerce. The post is available as of October 2000 or a date to be 
set by mutual agreement. The appointee will have a Ph.D. 
(or equivalent) and a strong commitment to research and teaching | 
(7 hours weekly). Salary is in the range of CHF 1327000.- 160°000.- 
(USD 82°000.- 101°000.- exchange rate 11/29/1999), 


The beautiful and convenient location of Neuchatel offers superb | 
facilities and quality of life. Internet address for full information 
about the school : http://www.unine,ch, 


Information enquiries can be made to Professor Michel 
Kostecki, Director of the Enterprise Institute, email; 
michel .kosteckif@seco.unine.ch. 


Application (a letter stating interest and qualification for the 
position, curriculum vitae, a list of publications and research 
projects and names of three referees) should be sent before the 31st 
of March to; 

Département de l Instruction 

Publique et des Affaires Culturelles 

Chateau, 2001 Neuchatel 

Switzerland 





ActionAid worka with ove over five. million of the world’s 
poorest people in more than 30 countries across the 
world. ActionAid’s mission is to work with poor and mar- 
ginalised people to eradicate poverty by overcoming the 
injustice and inequality that cause it. 


Country Director 


Vietnam - based Hanoi 


A dynamic and visionary leader, you will inspre our team in 
Vietnam. Responsible for overall strategic management of pover- 

ty focused programmes, including advocacy work at all levels...) 
you will further develop and strengthen our strategy and approach <` 
as well as our staff, organisation and partnerships in Vietnam. 


Your considerable development experience will have given you 
a deep understanding of the causes of poverty particularly with 
regard to gender inequalities and marginalisation. Experience of 
developing close working relationships and alliances with other 
NGOs will be coupled with sound fundraising skills. Five years’ 
senior management experience is crucial and will be coupled 
with fluency in written and spoken English. Experience of work- 
ing in South East Asia and of transitional economies will be a 
distinct advantage, as, in partnership with the Regional 
Director, you will take an active role in our overall Asia region 
development strategy. 

This appointment will be on ful international terms ane! conditions. 
Application packs can be obtained electronically (MS 
Word only) from: jobs@actionaid.org.uk or by contacting 
Lesley Halliwell, ActionAid, Chataway House, Leach 
Road, Chard, Somerset TA20 1DL. Please quote refer- 
ence 9912-5. Closing date: 15 February 2000. 
Only shortlisted applicants will be contacted, Please note that we 
only have the resources to respond to specific job applications. 


For further information abaut. 
ActionAid please visit our web 
site: www.actionaid.org 
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- HM Treasury 


STATISTICS COMMISSION 


_ Following publication of the recent White Paper Building Trust in Statistics, the Government is _ 
| setting up a Statistics Commission to advise on the quality, integrity and planning of Nationa 
Ẹ Statistics output. It will comprise a Chairperson and 6 Members. The Commission will be 
I independent, must be able to command authority and embody a thorough understanding o 
statistical issues in order to promote the value of trustworthy statistics in democratic decision 
taking. 


CHAIR . COMMISSION MEMBERS 
Salary: c. £28,000 Salary: £5, 000 ; 


The Commission 


_ The main role of The Commission is: to consider and comment to Ministers on the forward work 
-< programme for National Statistics, drawing on the views of users and suppliers, and to advise on the 
scope of National Statistics; to comment on the quality assurance processes of National Statistics, as well _ 
as being able to carry out spot checks on departmental or other audits of National Statistics and to carry 
out or commission its own audits on areas of concern; to comment on he appli i lication of procedures 

fl. designed to promote statistical integri y. currently: set out in the code of practice: for official statistics: to 
- prepare and submit to ministers and Parliament an annual report on National Statistics. The chair will. 
have a commitment to the Commission of 5 days a month each year on average and the Members a- 

commitment of 20 days a year on average. ` 


Qualifications 


It is essential that the collective skills of the Commission be sufficiently balanced for it to operate © | 
effectively. It will certainly require professional statistical expertise. However, it will also need to have a 
definite user focus; members need not all be professional statisticians = they may have economics, 
- business or social science backgrounds with experience of using statistics for analysis and presentation. 
- Commission members will also need the necessary skills to communicate effectively with the public, the 
| public and private sectors, the Government and Parliament. Accordingly applications are sought from E 
potential candidates who have backgrounds in a wide variety of disciplines. Applications from non-UK: $ 
nationals are welcome. ae 


The information pack, together with an application form, can be obtained from Leonard Hull International Pic, 
46-47 Mount Street, London W1Y 5RD. Tel: 0171 499 4339.. Fax: 0171 499 4332. Email: — 
LHI@leonardhull.co.uk. Applications should be supplemented by a c.v. which adaresses the requirement of the job. 
description. Completed applications should be returned no later than 31st January 2000. Applicants should specify 
whether they wish to apply for the Chair, to be a member of the Commission or whether they would like to be. 
considered for both. : 


HM Treasury will be responsible for the appointments process. HM Treasury is committed to the principles of public 

“appointments based on merit with independent assessment, openness and transparency of process. Political activity. 
will not be a barrier for appointment but candidates must subscribe to the objectives of the Statistics Commission. 
We welcome, in particular, applications from suitably qualified women, disabled people and members of ethnic. 
minority groups; who are currently under-represented on the boards of public bodies. 


LEONARD HULL 
INTERNATIONAL PLC 
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LECTURESHIPS IN ECONOMICS B | A EUROPEAN 
The Department of Economics is seeking to fill two posts, one permanent i 
and one for three years. Candidates must have demonstrated commitment 
to teaching, research and publication and show evidence of being able 

to publish in top journals. The Department's main research areas are 

in macroeconomics/international, business/industrial, regional and 
development economics with interests also in environmental, health 
economics and econometrics. Outstanding candidates in any area of 
economics will be considered. However, for one of these posts preference 
|: may be given to candidates who are willing to work with members of our 
research groups in macro/international finance or industrial/business. 












For the implementation of Technical Assistance Projects 
financed by. the European Commission we are seeking the 
following staff: 


















O Senior Vocational Training Specialist (minimum 10 years 
experience) with good Arabic language skills for a long-term 
assignment in Yemen 






E Proven European Union Accession Specialists (minimum 7 
years experience) for short-term assigriments in Central 
and Eastern Europe 


Salary in range: £17,238-£30,065 per annum. 





Informal enquiries may be made in the first instance to Professor 
P McGregor, tel: 0141 548 3848, email economics @strath.ac.uk. 
Also note the department’s world wide web page at 
http://www.economics.strath.ac.uk/. 


>For application form (Ref: 3/2000) and further particulars (available 

on request in alternative format for,applicants with a disability) 

contact the Personnel Office, University of Strathclyde, 

-Glasgow GT 1XQ. Tel: 0141 553 4133 (24 hour 

“Voicemail Service). Applications closing date: 4 `X 

18th February 2000. N. 
COMMITTED TO EQUAL OPPORTUNITIES INVESTOR IN PEOPLE 


O Junior Secretary, English speaker with good typing skills for 
our Frankfurt (Germany) office 










Please send your application including detailed CV by e-mail only to: 











HR-Manager@epc-eu.com, Attn. Ms. N. O'Driscoll 


epc - European Project Consultants S.A. 
Avenue des Arts 50 
B - 1000 Bruxelles 











BIBIC NVOLIEDK Ve: 


Senior Advisor 
Strategy 



























VIENNA UNIVERSITY OF 
ECONOMICS & BUSINESS ADMINISTRATION 


Professorship in Entrepreneurship and Business Start-up Research 
(Fixed-term appointment} 






Salary according to experience, Central London. 


BBC World Service is embracing the opportunities of the 
Internet and other digital media to build a daminant position in 
the 2!st century. 


Applications are invited for the above endowed post in the Faculty of Business 





Administration (Department of Small Business Management), which is to be 
assumed immediately for an initial term of five years. 

Working to the Head of Strategy, you will co-operate closely with 
senior management in developing and formulating the BBC World 
Service strategy within the framework of the BBC's overall 
international strategy, the global media and political environment, 
and regional market conditions. You will monitor developments in 
new media and contribute to the ongoing development. of the BBC 
World Service internet and digital media strategy. 





The successful candidate will have responsibility for teaching and research in the 





area of Entrepreneurship and Business Start-up Research, and will also be 
expected to contribute to teaching and examining in the field of General Business 
Administration. He/she will be in possession of a post-doctoral qualification 





(Halilitation or equivalent) in a relevant area. 


It ig the policy of Vienna University of Economics and Business Administration to 
increase the proportion of females among faculty, and accordingly women are 
especially encouraged to apply. Where candidates have identical qualifications, You will have 2-3 years’ experience of high-level strategy 
development within a blue-chip strategy consultancy or major 
media company, strong analytical, quantitative and communication 
skills and be able to work effectively in small teams and with 
people from a variety of backgrounds, including board-level 
management. A good knowledge of media markets, and especially 
new media, would be an asset, 


preference will be given to females, 


Details of formal requirements for the post, and of the strategic considerations 
underlying its advertisement, are available at the website “www.wu- 
wienac.at/inst/kmb/LehrstEntreprenearship. html’, Further information may be 
obtained from the Chair of the Selection Committee, Professor josef Mugler (Tel. 
(+43 1) 31336-4592: Fax (+43 1) 31336-715} e-mail Josef. Mugler@iwu-wien.ac.at’}. 
Applications, accompanied by the usual WIRTSCHAFTS 
documentation (Carriculum Vitae, description of UNIVERSITAT 


neti jon 


To apply, please send your CV with covering letter (quote 
ref, 435 10/EC), including current remuneration, to BBC 
World Service Recruitment, Room IHI NE, Bush House, 
Strand, London WC2B 4PH. Closes: February 4th. 


BAG 


Working for equality of opportunity 


previous research and teaching activity, details 








of any practical experience, list of publications) 
should be directed to Professor Hans Robert 
Hansen, The Rector, Vienna University of 
Economics and Business Administration, 
Augasse 2-6, A-109 Wien, Austria, to arrive no 
later than 15 February 2000, 


The Rector 
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We are looking for an enthusiastic and self-motivated individual to take over as 


Deputy Head of Treasury Risk Control 


in a small team in charge of monitoring and controlling market and liquidity risk 


. S ettl e m e n ts Your tasks Our expectations 










« Support line managers in development 
of a risk and performance measurement 
framework and recommend limits for 
certain business activities. 

+ Assist in overview of compliance with all 
market exposure and risk limits 

“Select and implement relevant 
methodologies and IT solutions 

* Give guidance to other team members 
in addressing issues regarding the 
monitoring of risks 

*Deputise for Head of Treasury Risk 
Control in his absence 


« Strong academic qualification (ideally. 
scientific’ back-ground with a 
soécialisation in finance) 

«A minimum of- four years’ relevant. 

experience in. a bank or financial 

institution. ; 


“Strong ana lytical skills and thorough 
understanding of fixed. incom 
financial instruments and derivative 
as well as of financial performance 
and: market risk measurement 
methods 


«Excellent writing skills in English, 
Working knowledge of another major 
world language would be a plus 



























The Bank for International Settlements is 
an-international financial organisation 
¿that promotes central bank cooperation 
and provides banking services to central 
banks and international organisations. 
‘Based in Basel, Switzerland, with a 
-_tepresentative office for Asia and the 

Pacific in Hong Kong, the BIS has 
around 500 staff from some 35 
countries. 









The BIS offers attractive conditions of employment in an international environment: 
and excellent welfare benefits. 








Candidates should send their application.and detailed curriculurn vitae together. with 
references to Human Resources, Bank for International Settlements, CH-400 
Basel, Switzerland, quoting reference 00628. Please note that applications received 
after 31 March 2000 cannot be considered. 


www.bis,org 





OXFORD ECONOMIC FORECASTING 


SENIOR ECONOMISTS 
JUNIOR ECONOMISTS 


OEF provides economic forecasting and consultancy services to 
“companies across the industrial spectrum. and to governments and 
international institutions. We are currently looking for economists to 

ff join-our expanding Oxford office. 


NUFFIELD COLLEGE 
OXFORD 


Appointment of Research Officer 


Applications are invited for a’ Research Officership attached to.an ESRC project, 
“Econometrics of trade-by-trade: price dynamics”. This is being by Professor Nell 
Shephard (www. nuffox.ac. uk/users/shephard/). The appointment will be for acfixed term of: 
three years from around tst April 2000." 





“The Senior Economists will be responsible for key aspects of our 
forecasting services, contributing to our regular publications and 
conferences, and helping to improve our model systems. In addition, 


The project aims at further developing some econometric models Professor Sheptiard has 
they will take a leading role in consultancy projects. 


been working on for the evolution of the prices of speculative assets using transaction data. 


The Junior Economist positions would particularly suit those 
completing post-graduate studies this summer, and looking for a career 
in business-orientated international economics. 


Please send a CV to: 


Applicants should have (or be about to complete) a doctorate in Econometrics or Statistics, 
The salary is on the Nuffield scale starting at hig797 pa. 


Applications, including a ‘CV and. the names. and addresses of two referees, should be 
sent to Claire Bunce, Nuffield College, Oxtord)OX1 INF, UK by 15th Februasy 2000 (email | 
claire.bunce@nuf.ox.ac.uk} Applicants should get their referees to forward their | 
references directly to Gre Bunes informal i a ema 


The Secretary, Oxford Economist Forecasting, Abbey House, 121 St 
Aldates, Oxford, OX] 1HB 







INTERNATIONAL 
PROPERTY 


SWITZERLAND 


Lake Geneva & Alps 
Attractive pr , Overlooking views, 1 to 
5 bedrooms, from SFr 250'000. Sale to Non- 
Swiss citizens authorized. Leading company 


COURSES 
WASHINGTON INTERNATIONAL UNIVERSITY 


“I earned my American degree in 
Ly Ere 
just one year...at home! 


D You study ar beme - no classroom. atrendange 2) Earn your Bachelor, 


Needed World Wide For 
Marketing Visa Cards, U.S. 
Dollar Accounts, High 
Yield Investor. 
Serious Inquiries. 
{336} 297-4800 
Fax: (336) 297-0085 





“Master, PhD. ix one. year. 3) Enrollment epen now in Business 

{6 MBA fields of study). - Eogiaccring - Diplomacy - Counseling - Computer Systems - and 

more, 4) One-on-one faculty advisors 3) Graduates in 112 countries and 36 stares in the USA, 

To request your. catalog and application: 
P.O. Box 1138 Bryn Mawr, PA 19010-USA 

FAX: 610. Bor 1008. e-mail: admissions@washint.edu 


established in 1975. Experience. Discretion. 
REVAC S.A. 

52, Montbrillant, CH-1211 GENEVA 2 

Tel. +441 22/734 15 40, Fax 734 12 20 
www.revac.net 
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SECTOR 

VELOPMENT CORPORATION 
Looking for energetic professional with track record of success. Director 
needs to be good communicator who can work with industry decision-makers, 
community and public partners, and board of directors. Responsible for 
diverse portfolio including 130 employees, $18 million budget, business 
attraction and expansion, financing and bond programs, tourism, technology 
transfer, port and commerce park, and urban and rural development. Bachelor 
degree, master’s preferred in business administration or related discipline, 
with at least 10 years of progressively responsible experience. Please send 
resume to Geri Guardino, Office of the Governor, State House, Providence, 
Rhode Island, 02903, 

















QUEEN’S COLLEGE 


OXFORD 


Lecturership in Economics 

The College proposes to elect a Lecturer in Economics for three years from 
ist October 2000. The Lecturer will be required to teach nine hours per week 
and the basic stipend will be on a scale from £12,928 (under review) p.a. 
Further particulars and application forms may be obtained from the 
College Secretary, The Queen's College, Oxford OX1 4AW (email: 
college.secretary@queens.ox.ac.uk). The closing date for applications is 
18th February 2000. 


The Queen’s College is an Equal Opportunities Employer, 


Working for conservation 


Economists 


Sandy, Bedfordshire 

Salary £16,000-£23,000 per annum 
The RSPB is the charity that takes action for wild birds and the 
environment. It is the largest wildlife conservation charity in Europe 
with over one million members and 1,000 staff. We have vacancies for 
two economists to work in our Environmental Policy Department. 
The RSPB’s Economics team provides economic analysis and advice 
to support the Society's work on a wide range of policy areas, 
including agriculture and rural development, water and wetlands, 
energy and transport, utilities regulation, international development 
and trade, planning, and marine and fisheries. The team also leads the 
RSPB's environmental economics work, researching and advising on 
issues such as green taxes, economic appraisal, the costs of 
biodiversity conservation, and the impact of conservation policies on 
employment and local economies. 
The ideal candidate will have a degree, and preferably a higher degree, 
in Economics, experience in economic analysis, and dealing with 
relevant issues, a strong interest in conservation and environmental 
policy and excellent oral and written communication skills. 
For further information and an application form please send an A4 
SAE to Personnel, RSPB, The Ledge, Sandy, Beds SG19 2DL, 
quoting ECON 
Closing date for compieted application forms: Friday 11 February 
2000 gr 
THE ROYAL SOCIETY FOR THE PROTECTION OF BIRDS $ y 

od 


Registered Charity Number 267076 
rept org.uk. INVESTOR IN PEOPLE 
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| Eligible candidates are the authors of proj 
i Ue ca ies in henve years precedite t 
| which have made a si 


| for Information Systems (computer science 


Secretary of the Italgas Prize; applications arriving after 15 February 2000 will not be 
‘international arin ca and the most important daily newspapers, and can be found on the 


italgas 


BUSINESS & PERSONAL 





Italgas Prize for Research 
and Technological Innovation 





























Official Announcement {abstract} 


Furpose 
The purpose of the Prize is to take account of research applied ta technological innovation. 


Candidates and subject areas 
or reseach initiatives carried out in European. f 

e date of publication of this Offidal Announcement, 

ificant contribution in the following three sectors: Science and 

i anid Technology for the Enyirorimeng, “deneg and T 

communications). Particular attention will 

paid to applications pertaining to the field of natural gas. 

The Prizes 

Two prizes will be awarded, each worth 80.000 Euro, to the two ai designated by the 

Ttalgas Prize Committee in June 2000, The prizes will be awa at a formal ceremony 

in Torin in October 2000. 


Applications 

Applications must be submitted and guaranteed exclusively by: Academies of European 
Union countries, Universities, Polytechnics and Research Centres of European Union 
countries. 

Self-applications will not be accepted. The following documentation in Italian and/or 
English must be presented for each candidate: Application form, Project summary form, 
ist of publications pertaining to the project, Curriculum(a) Vitae of the Representative(s) 
of the project, list of publications of the Representative(s) of the project, 

Documentation should be sent by registered letter by 31 January 2000 addressed to the 





Technology for Energy, 


considered, 


The Official Announcement of the Prize is sent to all Academies, Universities, Polytechnics, 
Departments and Centres of Research in the European Union. It is also published in the leading 
internet at the Italgas Prize web site: www italgas.it{prize 

Information 

Italgas Prize Secretariat 

Via XX Settembre, 41 -1 - 10121 Turin, Ital 

Tel. +39.011.2394226 - Fax +39. O11 

www italgas.it/prize - E-mail: Prize Secretariat@italgas.it 
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Gi . 
Chatsworth of. London 


WE ARE HONOURED TO PRESENT FOR SALE 


3 British Crtles 

OF GREAT RESPECTABILITY AND STANDING, 
Ownership of any of these rare and valuable “Lord” Titles confers 
substantial social and business benefits worldwide, whilst 
demonstrating a continued increase in value over the past 35 years, 
These esteemed Titles are fully recognised under English Law and 
include the Right to: use the word “Lord”/“Lady” in your name; pass 
the Tide onto your heirs; and use the Title on all your documents (e.g. 
Passport, LD. and credit cards.) 


Ladies and Gentlemen of any nationality may apply for purchase, but 
only those of impeccable integrity, honour and standing will be 
accepted, as the new Lord/Lady will form an important part of British 
history and tradition. 

The prices of these Lordship Titles range from $18,650 to $25,600 


which includes all legal fees, transfer and registration charges, 
Certificates and delivery. They each come with a comprehensive 
history of their illustrious previous holders, and a detailed description 
of the area in which they lie. All transfer documents are prepared by a 
leading UK law firm, and we will be pleased to have the Tile put in a 
passport on your behalf. 


For further details, please contact the 
Chief Heritage Officer at Chatsworth of London: 
Tek + 44 20 7665 6638 Fax: + 44 20 7491 3880 
Berkeley Square, London, U.K. 


All enquiries will be handled with the utmost discretion and contidentialiny. 
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fae nd costrefecti è solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating.in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and 
trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: Stuart Stoble ; a Bill Andrews GIBRALTAR: Diane Dentith UK.: Simon Denton TCL: Poul Winder 

7. Tel: +1 7573639669 Tel: +350 76173 el seas Tel +] 849 946 3056 
8 +380 70188 1 649 948 S652 
Vere gneroup.cant i sovereigi On Osovereigngraug., com, 





















na 





hk @sovereigngroup. con: 





Sovereign Trust (Gibraltar) Li is Beene by the 


“www.sovereigngroup. com 


Innovative solutions to reproductive health 


Options is aleading provider of project management and consultancy services 
in reproductive health, We have undertaken 
more than 400 assignments in aver 40 countries, 


& 4 
Our clients include: national governments: + the Options 


World Bank + EC » DFID + GTZ + KIW » UNFPA « 

$ 
Sida + SCF « IPPF. For details of our work and De ee ae 
current activities, visit our website, : mait: Info@options.co.uk 


www.options. co. uk Tel - + 44 171 383 2494 
OFFSHORE 
TAX - FREE 


Companies world - wide 
ss 3 Formation and a i 
www. worldtariff.com/econ companies, opening of bank 
















tel/ mail forwarding i 


UNITED KINGDOM 
~ Head Office - 


LAVECO Ltd 


Clos de Suignic, Sark, 
United Kingdom, GY9 OSF 
Raymond Terry Gibson 
fel: 44-148 1-832-$42 
44-481 -B32-1 16 






































CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satelite T.V., 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by At»-Maik 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7-1AQ. 
TEL: 0171 584 4123, Fax: 0171 584 9958. 
info@ksflats,demon.co.uk 
www.ksflats.demon.co.uk 




























Publish Your Work 


ALL SUBJECTS CONSIDERED 





40-021-726-3229 
4)-92-1 34-605 
Esmail: lavecoroiiixr 



























write or send your manuscript to: 
MINERVAPRESS 
315-317 REGENT STREET, 
LONDON WIR 7YB, ENGLANO 
www.minerva-press.co uk 


BUSINESS 


@WorldBid | OPPORTUNITES 








r to Buy 
FABRIC/TEXTILES 
View details at: 
www.worldbid.com 


FOR nAaR 


NEED AN OFFICE IN THE HEART OF THE 
CITY OF LONDON? 

THE NEXT GENERATION OF BUSINESS CENTRES HAS ARRIVED: 

state of the art IT infrastructure interesting es to meet and entertain 
+Open plan and executive suites eClub and conference facilities 

SPACE NOW AVAILABLE. CALL +44 (0) 20 7648 8400. 
6 Or E-mail info@corpnex.com. 
THE CORPORATE NEXUS. BUSINESS CENTRES FOR BUSINESS LEADERS 


W CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your immigration 
process. Applications professionally and confidentially prepared. Our 
money-back guarantee ig your assurance of success. Fast internet and email 
service, Specialists for skilled workers, businessmen and investors, 


OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669:0389 FAX: (604) 669 3905 

INTERNET:- www-.oiccanada.com E-MAUL-passport@infoserve.net 


1 million wil 
ally 1 
O plus catthe-f nB operation 
annually with auxiliary buildings & Equipment 


i “is mM T jhadcof 
AN NOUNCEM ENTS = ata hadeoWhadcgtaren com ee 
ee AE E tebax: 392-277871 


European contact: Branko Kolaric 
email: bkolaric@hotmail.com 



















GR europe investor DIRECT 





Winners in the free Prize Draw 
1999. 
The Stockholm Stock Exchange 
went up 65,9 % for the year 1999. 


OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Albion Plaza 2-6 Granville 
Road, TS.7., Kowloon, Hong Kong 
E-maiinacs@hk super net 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 













Ist prize) Mr E. Studd 
Southampton 
Great Britain 



















E 





2nd prize: Mr John Axelsson 
Stockholm, Sweden 


The winners will be notified by mail. 
Congratulations! 


ÉRE ECONOMIST JANUARY 22ND 2000 


BUSINESS & P 






IMMIGRATE TO CANADA the -€ p conrOnans : CANADA I MIGRATION 









“We Can Help” 
25 Years Experience in fnengration Matters ‘ 
The law fh om al’ eas Peterson, TO ADVERTISE WITHIN THE 
j CLASSIFIED SECTION, CONTACT: 















TE Nathalie Henault, Paris 

; MAR 2A? J A 3 Siversite Re, AE N 810 

Tek (416)922 16922 4234 Tel: (33-1) 53 93 66 04 Email: 3024779800 a BOOS) CORP fk Sa 
nathaliehenault@economist.com Email opleen 






TURKISH OFFSHORE 
TRANSLATIONS CREDIT CARDS 
AVAILABLE BY | 
EUROPEAN BANK The ultimate authority on the world’s best hotels 


FAX APPLICATION TO BANK: 


aa) hideawayreport.com 


E-MAIL: info@fmb-cards.com 


(€A OFFSHORE COMPANIES TRUSTS FOUNDATIONS fi 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 

tax/low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Qur corporate aim: to provide Quality Service at Reasonable Cost. 


£7.50 per 100 words 


NO JOB TOO BIG 
Tim Drayton +44 181 8140667 


http://web.ukonline.co.uk/drydrayton 


























CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Lid Iberia Companhia de Servigaos Lida. Internationa] Company Services (UK) Led 
‘Tel: +1 450 679 7452 Fax: +1 450679 4263 Tels +351 71 314 2030 Fax: +351 213142081 Tel: +44 171493 4244 Fax; +44 171 491 0605 






Email: iescanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BRA URUGUAY - DR, CARLOS QUERALTO 
International Company Services (USA) Inc International Company Services (USA) Inc. International Company Services S.A. 

Tel: +1 310 550 8712 Fax: +1310 2057973 Yel: +t 954943 1498 Fax: +19549431499 Tel: +598 2902 1165 Fax: +598 2 902 1191 

Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com 












Use your PC to make 
phone calls over the 
Internet and save big! 


The UK & Offshore 
Company Specialists 


HORRORS ATHFOESHEEHHEHHOHRTAOOCHEHEHHE OD 


Supply us with your 
telephone or fax number 
and we'll get right back to you. 





The Company Store Group Ready made & own choice of name 

International is one of the longest Co's available in UK & worldwide, 

established professional firms Free advice & colour brochure. 

graning n worldwi ar are E Free name check, 

company and trust en TAL; g We guarantee the 

formation. We oe 7 = lowest fees, 

believe that we offer "m a Complete 

the quickest service confidentiality, 

and the most LA g Full nominee 

competitive fees, with services, domicilation, 
no hidden extras, We bank introductions, 

idle to refund the difference, mail, tel, fax, email and 

if you can obtain the same services associated services. 

elsewhere at a lower cost. Ail major credit cards accepted, 


a 
a minute Þa COT hur 
(ef-s | l is Australia Be | Hungary = ae 


Austria 3¢ India 790 
Lie) the Bahamas 21¢ | Indonesia 49¢ 
Belgium eo 


Sao Paulo = 29e Ts 10r 





Buenos Aires 25¢ | Haly La 
Canada ge | Jordan Boe 
Cayman Is, 25¢ | Mexico 19 
Chile 20¢ = = Moscow p 
| | China a6¢ = Netherlands 
Colombia 22¢ | Norway 


Croatia 33€ Pakistan = 78 
Czech Rep. 27 Philippines 36¢ 


Denmark gor _ Spain Be 
Pai AER fee | Sweden ge 
France ge | Switzerland 8e 
Germany gp ‘Thailand 45e 
Greece z0 | Tokyo 9.9¢ 
Haiti ese = Turkey 33¢ 
HongKong 8 : UK ae 


Call: 1-201-530-4756 Fax: 1-240-255-5903 
http://www.onlinecalls.net/econ 


THE COMPANY STORE GROUP 


saseroasnas errr corr 


26 North John ‘Street, liverpool 12 ORU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 


Lined to Peto hone ale ony 
E a7 D aa NG CANS Only. 
J net2phone New customers oni 


cust 
Rates subject io change without notice. 
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OFFSHORE CO ip. 


AND T 
F 
N 


For over a quarter of the century, 
OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients. 

Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, 
the collective experience, skills and 
resources of more than 300 multi- 
disciplined OCRA professionals 


including lawyers, chartered 
accountants and secretaries, 
economists and bankers are 


instantly accessible - wherever 
you are. 

For our FREE 110 page 
full colour brochure contact 
Colin W Forster (Director) 
ISLE OF MAN 
PO Box 55 Companies House 
Tower Street Ramsey 
Isle of Man IM994JA 
British Isles 
Telephone +44 1624 815544 
Facsimile +44 1624 817080 
E-mail: economist@ocra.com 


FREEPHONE UK 
0800 269 900 
FREEPHONE USA 
+1800 283 4444 


All major credit cards accepted. 
A member of the Estate and General Group 
Established 1935 


LAN 
E WORLD S. 


PROVIDER 





ww VA 


WORLD WIDE 


The Definitive Offshore Information Website 
www.ocra.com 


Instant Response 
immediate Action 
29 Languages Spoken 











The most comprehensive 

range of offshore services 

* Personalised Tax 
Planning Advice 


* 750 Ready Made 
Corporations from US$350 
* Bank Introductions/ 


Corporate Credit Cards 


* Offshore Trusts and 
Licensed Trustee Services 


* Professional Directors and 
Nominee Services 


* Incorporation Services in 
more than 100 Jurisdictions 


* Management and 
Administration Services 


* Full Accountancy and 
Audit Services 





LONDON 
Richard Cook BSc(Hons) 
Phone +44 207 355 1096 
Fax +44 207 495 3017 
E-mail ilon@ocra.com 


MADEIRA 


Dr David de Gouveia mis use, maa 


Phone +351 291 201700 
Fax +351 291 227144 
E-mail imad@ocra.com 
CYPRUS 
Christos Vassiliades Attorney 
Phone +357 2 673 2n 
Fax +357 2673 28 
E-mail icy@ocra.com 
HONG KONG 
Raymond Choi MLIA (Dip) 
Phone +852 2522 0172 
Fax +852 2521 1190 


E-mail ihk@ocra.com 
| 


a 


LUXEMBOURG 
Eveline Karis 
Phone +352 224 286 

Fax +352 224 287 
E-mail ilux@ocra.com 
HUNGARY 
Laszlo Kiss BSc Econ 
Phone +36 1351 9959 

Fax +36 1 3519958 
E-mail in@ocra.com 
MAURITIUS 
Ashiq Bacha ACCA 
Phone +230 211 5100 
Fax +230 211 5400 
E-mail imr@ocra.com 
USA AICS Ltd 
Kevin Mirecki 85, JD, Esq 
Phone +1 949 979 3344 
Fax +1 949 979 3300 
E-mail iusa@ocra.com 
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FINLAND 
Till Sahigren BSc (Econ) 
Phone +358 9 6969 2569 
Fax +358 9 6969 2565 
E-mail if@ocra.com 
BULGARIA 
Stoyan Mavrodiev UM 
Phone +359 2 980 86 65 
Fax +359 2 989 16 63 
E-mail ib@ocra.com 
SINGAPORE 
Florence S V Nathan ACIS 
Phone +65 535 3382 
Fax +65 535 3991 
E-mail isin@ocra.com 
AUSTRALIA 
Malcolm Cooper 
Phone +61 2 9251 5822 
Fax +61 2 9251 5050 
E-mail ia®@ocra.com 





OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today 


+ 100’s of Companies immediately available! 
e Full Management & Nominee Services 
e Secure Bank Introductions 
+ Family Settlements & Asset Protection 
+ Trust & Foundation registration 


s Fiscal Migration 
e Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
e ULTRA COMPETITIVE FEES 


oe eal ee 
For the ultimate yee A pannag / offshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
ma m = aa arm = am = as = 
FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL US AT Offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA 
90-100 Sydney St 27-29 Lower Edifico Marina Forum 
Chelsea, London Pembroke St Avenida Arriaga 77 

SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 305, 
Tel:+44 207 3522274 — Tel: +353-1-662 1388 9000 Funchal 
Fax:+44 2077950016 Fax:+353- 1-662 1554 Madeira, PORTUGAL 

e-mail Tel: +351 291 202 840-8 
offshore @sctint iol. ie Fax:+351 291 202 849 
e-mail: 
scf@hibernian.pt 


THE SCF GROUP 
EX HIBERNIAN TRUST & MANAGEMENT LDA — 


“Pe (A Futty LICENSED Tri went Co) 


Lazenda Commercial 
Centre, Phase 3, Jalan 
Okk Abdullah, 8 
Labuan FT, MALAYSIA 
Tel: +60 8 742 1644 
Fax: +60 8 742 1646 
e-mail: 
seftrust@tm.net.my 


e-mail: 
offshore@scfgroup.com 





BANKS & INSURANCE Co. 


order 
Banks for US $ 19,950 
Insurance Co. for US $ 15,500 
info at: http://www.montenegro: 
banks.com 
507) 213 03 38 - from USA 


11 
0-507) 213 03 38 - from Europe 


COMPANY & 
TRUST SERVICES 









ap -Ê companies and tru 
T pared hot weed, private ga EEES 
heating yvator 
ie Centrally located in Kensington area a vill 
677948 
fa Tourist Board Approved W 677949 
Ashburn Garden Apartments , SLANE 
E 3 Ashburn Gardens E enterprise.ne 
p S0uth Kensington, London SW7 4DG, UK gy ‘Chesterfiely 
www.ashburngardens.co.uk 


E info@ashburngardens.co.uk a 
Tel: ++44 207 370 2663 
LS Fax: ++44 207 370 6743 
BEEBESBEBEEE 


Group 


y House, Victoria Street 





Salisbur 
Douglas 


Isle of Man IMI 2LW 
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-ECONOMIC INDICAT 


OUTPUT. DEMAND AND JOBS Annan industrial Bodu a grew by 5.0% in the year to 

| December. The “claimant count’ rate of British unemployment reached a 20-year low of 4.0% in 
December, while the 10 rate stayed at 5.9% in the three months to November. The Dutch jobless 
rate fell to 2.7% in the fourth quarter, also the lowest for 20 years. 


i 
l 
| 
| 
| % change at annual rate 
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i 
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The Economist poll industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) %rate 
3mthst 1 year 2000 3mthst 1year 4 year latest year ago 
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COMMODITY PRICE INDEX 
The price of Brent crude oil ha 
risen by 13% in nine days to a new nine-year 
high of $26.30 a barrel in London on Janu- 
ary 19th. In New York, West Texas Interme- 
diate oil hit $29 a barrel, spurred by severe’ 
cold weather in north-eastern America. The 
market fears shortages after opec, the pro- 
ducers’ cartel that supplies 40% of the 
world’s oil, hinted that it would extend its 
supply cutbacks beyond March. The curbs, 
introduced last March, cut opec output by 
4.32m barrels a day. World demand, then 
75rn barrels, is now 78m barrels a day. In the 
next few weeks stocks of crude oil in Ameti- 


| ca are likely to fall below end-1996 levels, 


and some urge sales from the stategic oil re- 
serve tocontain prices. A fall in Iraqi output, 
which is likely unless the uN allows its oil 
producers to buy more spare parts, could 

































































{ 
t 
| | 
i | 
| | give prices a further boost. 
i | 1995=100 % change on 
| | Jan ith Jan18th* one one 
| PRICES AND WAGES America’s12-month rate of consumer-price inflation quickened ORT a eet ea Oh | year 
| in December. In the same month its producer-price inflation rate slowed to 3.0%. British work- a index fas gs m 
| ers’ earnings went up by 5.0% in the year to November, or 3.6% in real terms, Consumer-price in- eee ae eT eT = 
| flation in the Netherlands and in Denmark stayed the same, at 2.2% and 3.2% respectively. Gane i i 
Al 788 + 36 +144 
| % change at annual rate The Economist poll , 7 Niat 7 312 zio BD 
Consumer prices* consumer prices forecast Producer prices* _.Wages/earnings m~ ~ ~ me 
3 mths? 1 year 3mthst 1year Metals ti S 5A 
Australia z337 407G “Ty + 09 Sterling index 
Austria +16 +09 Now “hana -~ , ka oe. 220 > + is 
442. pee Bes she ee. 
n 2 y 2a 2 industrials 746 75.9 + 21 +159 
Euro index 
All items 942 972 BF 4G 
| Food Leg E eB 
| industrials 896 1026 +34 + 8 
| | Yen index 
| | All gems 820 839 +67 -72 
l | Food O76! i el cl a A 
| | Industrials 2B de RB De SEI e pE 
0.7 1998 | $ per oz 281.70 286,25 + 12 + 01 i 
3.7 Dec | Crude oil North Sea Brent 
2.2 gar 24,38 


















@ COMMERCIAL PROPERTY Office rents 
have risen sharply in the main cities of 
Western Europe and the United States over 
the past year, according to Richard Ellis St 
Quintin, a property consultancy, because 
speculative development has failed to keep 
pace with demand. Central Tokyo is the 
world’s dearest location, with annual rents 
of $1,392 a square metre, followed by Lon- 
don, where a square metre in the West End 
costs $1,102. But taxes and service charges 
add $276 a square metre to costs in London, 
compared with only $208 in central Tokyo. 
Midtown Manhattan costs less than either, 
although a 24% rise in the past year has 
brought it level with the City of London. 
Rents in Amsterdam have risen by 22.7% in 
| the past year to $321 a square metre; those in 
| Hong Kong have fallen by 25% to $717. 
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FINANCIAL IN DICATORS 


MONEY AND INTEREST RATES The vield on saye American Treasuries rose to 6.72%. In 
the year to December America’s broad-money growth rate reached 8.2%, while Japan’s broad- 
‘money growth slowed to 2.6%. 





























































_Money supply* a interest rates % p.a. Uan 19th 2000) 
% rise on year ago — over- 3-mth money mark market banks 2-year 
„Narrow: broad night 

Australia HIF ocra Now 503 
Britain +88 +32 Nw 625 606 572 675 655 579 4.26 . 
Canada +29 452 Ne 465 614 655 “Sir 749 
Denmark ma +20 Oto 330 363 3.84 489 584 407 747 
Japan #124 +26 de 001 005 052 138 048 172 1.93 0,22 
Sweden 412.0 +104 Dec 3.25 357 325 47159) 404 589 
Switzerland +9.0 +04 Nov 139 181 2.59 ma 253 420 
“United States +29 +82 de 550 5 642 687 474 783 
Euro-t) +123 +62 Nw 282 331 321 365 430 55} 3267 590 











tErance 5.62%, Germany 5.51% -italy 5 84%. Benchmarks: Japan No.219 1.76%, US 30-year 6.72%. 
b A Narow: M1 except Britain MO, broad: M2 or M3 except Britain Ma-Sources: Commerzbank, Den Danske, 1P. Morgan, Royal Bank ¢ of Canada, Svenska 
“Handelsbanken, Warburg Dillon Read, WEFA Group, » Westpac, Primark Datastream Rates cannot be construed as banks’ offers. 











STOCKMARKETS The bulls still have it on Wall Street: the Dow Jones Industrial Average 


reached yet another record high, of 1,723 on January 14th. But Rome, up 3.9%, and Madrid, up 


3.7%, notched up the biggest gains. 



















































































Market indices % change on 
1999-2000 one one record Dec 3ist 1998 
Jan 19th high low week year high infocal in $ 
Sr ta Nag a EINA: currency _terms 
Australia (Ail Ordinaries) 3,105.4 3,164.6 2,779.7 +00 +81 ~ 19 +104 +194 
Austria (ATX) «44688-13263. 10113 -31 +106 -327 +43 -103 
Belgium (Bel 20) 29775 36819 28656 - 43 -147 -191 ~153 -27l 
Britain (FTSE 100) 64454 69302 57702 - 13 +56 -70 + 96 + 80 
Canada (Toronto Composite) 8,635.1 8,635.1 6,180.3 + 33 + 28.6 nil +33.) +409 
Denmark (Copenhagen SE) 7720 7910 5655 -04 +204 - 24 +211 + 46 
France (SBF 250) 3,6498 38109 25000 + 11 +390 ~- 42 +460 +256 
Germany (Xetra DAX) 7,0910 7,258.8 46685 +26 +379 - 23 +416 +218 
italy (BCI) 1,766.4 1,8212 1,396.6 +39 +169 ~ 30 +188 + 22 
Japan (Nikkei 225) 18,897.8 19,0029 13,2327 +12 +347 =514 +365 +456 
ou Mop) 1834. 3 1,722.2 1,048.3 ~ 15 +496 ~ 435 +50.1 + 60.1 
Netherlands (EOE) 6426 6754 5073 +07 +162 -49 +194 + 27 
Spain (Madrid SE) 996.5 10146 8236 +37 +121 - I8 +148 -12 
Sweden (Affarsvariden Gen) 5,475.4 5,712.5 3,268.4 +06 +612 ~ 42 +652 +577 
Switzerland (Swiss Market) 7336.8 7,668.8 6,616.7 ~14 405 -128 + 25 -119 
United States (DHA) 11,4894 11,7230 9,120.7 -05 +231 ~ 20 +251 +251 
ae (S&P 500) 1,455.9 1,469.3 1,212.2 +17 +159 - 09 +184 +184 
Europe (FTSE Eurotop 300)" 1,525.5 1,583.6 1,1649 +09 +240 ~ 37 +290 +109. 
~: Euro-11 (FTSE Ebloc 100)" 1,3498 13848 9715 +149 +298 =- 25 +35.2 +163 
‘World (MSC)? 1386.2 1,422.2 1,123.5 +06 +181 -25 na +205 
World bond market (Salomon) 4326 4598 4195 -08 -53 -59 m -53 





"irera terms. t Morgan Stantey Capital i international index includes individual markets listed above plus eight others, in dollar terms. 
 Phalorion Brothers World Government Bond index, total return, in dollar terms. 

















INVESTMENT INCOME Japan, the 
world’s largest international creditor, 
earned $55 billion in net investment income 
last year, according to OECD estimates. Swit- 
zerland and Britain also earned tidy sums 
from their net overseas assets. But America, 
the world’s biggest net debtor, shelled out 
$19 billion in net investment payments. Al- 
though America became a net debtor in the 
1980s, the receipts from its foreign. assets 
continued to exceed its payments to for- 
eigners until1998 because its overseas assets 
earn a higher rate of return than foreigners’ 
assets: in America do. Germany also made 
net payments to foreigners last year. 























stimate | 











TRADE, EXCHANGE RATES AND BUDGETS Sterling continued to rise against theeuro,reachinga record high. The pound’st trade-weighted 


value increased by 0.9%, taking it to its highest level since December 1988. The dollar rose by 0.6% in trade-weighted terms and the yen by 0.7%. 


France’s current-account surplus widened to $39 billion in the year to October. 


Current account 
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| 
H 
| 
| 
_Trade balance*, $bn = Exchange rate _______Currenty units Budget | 
latest latest 12 $bn The Economist poli trade-weighted? per per per per balance | 
month months latest 12 mths % of GDP, forecast Jan 19th year ago $ £ DM euro % of GDP | 
1999 2000 Jan 19th — year ago 1998) j 
Australia -= 0.65 Nov - 95 = 220 93 58 58 835 796 ANRE 2.47 078 152 05 | 
Austria Q: ~ 64 = 420g -2.2 -2.2 100.8 103.2 ne 9 2238 704 1376 EEN 
Belgium + 162008 +158 +123 99.7 103.2 399 349 6551 2062 40.34 1.0 
Britain ~ 374 oa ~ 426 184 1088 995 061 061 ~ 031 062 02 
Canada + 1.81 Oct +194 ~ 44 809 76.3 145 153 238 O75 147 0.9 
Denmark + 047 oc + 36 + 05 102.0 1064 737  &43 1209 38i 744 05 
France +246 00 + 232 + 39.0 102.7 106.7 5.50 567 1065 335 656 “27 
Germany + 650 Now + 698 thw 04 99.7 1045 T94 1.69 3e = na ae 
italy + 0.77 Gat +163 + 105 : 733 760 4,917 1,674 3145 990 1,936 27 
Japan + 9AB nov +1243 FTO NW 28 28 150.5 134.1 106 O14 173 5460 107 0 
Netherlands + 136 0c + 133 + 24g 45 45 “986 1027 218 190 358 113 220 08 
Spain ~ 340 0a - 33) - 87 se 10 EK AD T2 165 144 270 85.06 166 2a 
Sweden + 152 nov + 164 + 69 Nov 19 19 826 833 849 774 1393 438 858 i o} 
Switzerland + 0.68 Nod + 01 + 316 Q3 3.1 CS1 O 100 1077 160 139 262 082 16i na 
United States -32.00 oa 325.0 -3120G 36 36 105.7 1043 - ~ 164 052 101-04 
Euro-44 + 7.14 0a! + 68.0 + 527 0a 10 To ao 97 o9 ose 162 05i 20 











Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifffob *1990=100, Bank of England. 4O8CD estimate. 
Snot seasonally adiusted. **New series. 
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MECONOMIC FORECASTS Every three 
months The Economist polls a group of 


their predictions for growth and current- 


casters have increased their estimates of 


ezuela. They have become cheerier about 
growth this year, raising their forecasts for 
22 countries and cutting their forecast for 
only one country, Brazil (and then by only a 
little, from 3.0% to 2.9%) 


forecasters and calculates the average of | 


GDP growth in 1999 for 15 countries, includ- | 
ing all four East European countries in the | 
table and most Asianones, and cut them for | 
seven, including Chile, Colombia and Ven- | 









Latest 12 months, $bn 


Trade Current 
balance account 





Foreign reserves*, St 


ECONOMY Poiand’s industrial output rose by: §,7%in December and by 19.1.%o0ver the year, as 
the economy rebounded from the slump induced by the 1998 Russian crisis. In December the- 
| 42-month inflation rate rose to 9.8% in Poland and 11.2% in Hungary; it fell to 1.3% in Israel, the > 
| lowest for 32 years. 
account balances in 25 emerging econo- | 
mies. Since our last pall in October our fore- | 











| China 
Hong Kong 
























































Sachs: Tepe: EP, MOR: 
‘Warburg Ditag Read. 
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| 

| @ ASIA’S REVIVAL The economic recovery 
| of East Asia in 1999 took forecasters by sur- 
| prise. A year ago, our panel predicted that 
| five of the six countries in the chart would 
| see their economies shrink last year. Now 
| they think that only Indonesia’s economy 
contracted, and then only by 0.1%. Our pan- 
el now reckons that South Korea’s Gop grew 
by 9.2% in 1999, compared with the measly 
0.7% forecast a year ago. 


GDP . 

1999, % change on year-earlier 
4. n 
South Koreai >] 





i 


Singapore 





Thailand 
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FINANCIAL MARKE) 
















r$ 


Aires was the week’s star performer, with a gain of 12.1%. 


Currency units 





Jan 19th year ago 


Jan 19th 








Interest rates Stockmarkets 
“short-term Jan 19th 
% p.a. one 
week 


in local 


currency 


anaes saicehy faltered following the election of a socialist as 
Chile's new president; it ended the week up 4.5%. Sao Paulo hit a new record high and notched 
up gains of 5.1% on the week. Istanbul’s impressive rise continues: it was up 8.7%, But Buenos 
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Investing in bonds? 


Charles Schwab. 


For investors 
who want to find their 
own direction. 





When you're looking for more stable investments, such as bonds, 
you'll find Charles Schwab most helpful 


We give you access to powerful research and analysis 
just the right information and tools that you need to make 
an investment decision — at no charge 


And as well as bonds ard other fixed income investments, through 
Charles Schwab you cén invest in US equities, ADRs, options 
and over 200 Hong Kong-registered mutual funds 


And you can trade at your own convenience in person, or at any 
time of the day or night by phone or through the Internet. Vith our 
commitment to serving investors worldwide, we now handle over 
6 million active accounts, and our clients have entrusted us 

with more than US$590 billion worth of assets. 































Charles Schwab - better information, better service, 
at a better price. 


Investing in bonds? Talk to Charles Schwab. 

You'll receive a complimentary pack of investment information 
and a guide to the services and investment choices we can 
offer you. 


Visit us at www.schwab-worldwide.com/asia, call 

(852) 2101 0510, fax (852) 2537 1025 for a reply form, 

or e-mail at contact @ schwab-worldwide.com, or return this 
coupon today. 


To: Charles Schwab, Hong Kong, Ltd 
3301 Two Exchange Square, Central, Hong Kong 


Please contact me as soon as possible to discuss the benefits 
of opening an account 


Family name 
ziven names 


Address 


Telephone (Home/Office/Mobile) = — 
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issued by Charles Schwab, Hong Kong, Lid. Regulated by the Secures ard Futures Commission Charles Schwab 


im” fi WW 


covered by Securities Investment Protection Corporation (SIPC). 





Fast forward. Pressing the two Vs speeds you ahead. Watch us while we merge VEBA and VIAG 


and speed into the ranks of Europe’s premier industrial groups. Fast forward. The symbol for our 
merger. To find out more, write to VEBA AG, Bennigsenplatz 1, D-40474 Düsseldorf or VIAG AG, 


Brienner Straße 40, D-80333 Munich. 





vEIBA VY IAG 


THE MERGER 





At last, the benefits of greater 
liquidity come on stream. A clear 
advantage trom Cedel Internationa 


and Deutsche Borse Clearing. 











Clearstream is a merger of Cedel International and 
Deutsche Borse Clearing, combining nearly seven 
trillion euros in assets under custody and more than 

yhty million transactions a year. That brings greater 
liquidity and economies of scale which drive down cost 
Can anyone halt our progress as the premier global 
learing house 
Not likely 


Jur f 


ICUS NOW IS on successfully meeting the challenge: 
jf the future and on breaking down the boundaries 
between financial markets, both international and 


domestic, to provide a faster, more efficient service at 


a global level 


clearsfream 


streamlined systems for clearing, settlement and custody 
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of today's leading financial institutions. 
It is with this same philosophy that we look to the future 


bi 5 








with great optimism and enthusiasm. 
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MILLENNIUM LETTER 


Western triumph 


Sir—Having read your leader in 
the millennium edition (Decem- 
ber 31st 1999) I am now wonder- 
ing, where does that leave “us”, 
the millions of migrants (and the 
assimilated rest), who are work- 
ing towards some shared goal of 
spreading the idea of market- 
oriented liberal polity all over the 
world—including Japan, China 
and India? Are “we” strengthen- 
ing “you” unknowingly? What- 
ever happened to modernity? 
Should it be treated as being syn- 
onymous with ali that is western? 

ELANJELIAN 


New York VENUGOPAL 


Sir am bothered by your as- 
sessment that the West's triumph 
might not endure in light of the 
astonishing ascent of Japan and 
its neighbours. On the contrary. 
Even if Asian economies overtake 
those of the West, the West will 
still have triumphed. The context 
and principles on which Asian 
economies are based have been 
devised and developed in the 
West. 

DAVID AIRTH 


Rights and votes 


Sir-—-You say that belief in 


individual rights is a quite recent 


invention. Not so. Around 200AD, 
Ulpian was expounding Roman 
law as a system based on the Stoic 
idea that we are all born free and 
equal, that slavery is against na- 
ture, and that all people, includ- 
ing slaves, possess a dignity that 
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can be vindicated in legal pro- 
ceedings. Do not underestimate 
the deep roots of human rights in 
European culture; even if the 
phrase itself is fairly recent: 

Oxford Tony HONORÉ 


Sin--Your table states that, Aus- 
tralian aboriginals were enfran- 
chised in 1967. Although this view 
is widely held, it is not correct. 
They were enfranchised in 1962, 
by amendment of the Common- 
wealth Electoral Act, although at 
that time their enrolment was 
voluntary rather than compul- 
sory, as with all other voters. 

Melbourne PETER COATMAN 


Sin—The first political jurisdic- 
tion to give women the vote was 
the Territory of Wyoming (which 
now styles itself the “Equal Rights 
State”), in 1869, New Zealand 
waited 24 years to see if Wyoming 
was going to come apart at the 
seams before taking the step itself. 
Colorado, Utah, and Idaho fol- 
lowed Wyoming’s lead about the 


same time that New Zealand did. 
Stinson Beach, 
California GARETH PENN 
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Computer memory 


$Sir--You repeat the standard 
claim that Babbage’s ill-fated at- 
tempt to build a computer cost a 
fortune and was eventually aban- 
doned. You should have added: 
“by Babbage”. In Stockholm, Ge- 
org and Edvard Scheutz, father 
and son, inspired by Babbage’s 
writings (sometimes intentionally 
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misleading; to avoid copycats), 
built not one but several calculat- 
ing engines. (One is on display in 
Stockholm, another at the Smith- 
sonian in Washington, pc.) While 
Babbage repeatedly asked for vast 
sums of money from Parliament, 
the Scheutzes succeeded on a 
small budget, 

You are right that Babbage 
should be forgotten; had he suc- 
ceeded, he would have met the 
same fate as the two Swedes. Just 
as Babbage had proposed, the 
machine was employed to calcu- 
late astronomical and mathemat- 
ical tables. When you have one 
table there is no need for a repeat 
calculation, and the market 
turned out to be meagre indeed. 
So much for the suggestion that 
the information age would have 
been jump-started had Babbage 
succeeded in seducing Parliament 


yet again. 

Stockholm BENGT-ARNE VEDIN 
haps iy AA EN A A eet AONNE RONE LAN ll 
Le grand caporal 


Sir~You repeat the myth that 
Napoleon was short. This miscon- 
ception arose when early biogra- 
phers equated French and English 
feet. Napoleon was sft 2in (170m) 
in the French system and sft éin 
in the British, about average for 
his time. 


Montego Bay, KEVIN 

Jamaica O'BRIEN CHANG 
hittin nianiar aria ny AL 
Merger or acquisition 


Sin—The Republic of Texas was 
not “annexed from Mexico in 
1845”. Rather, Texas gained inde- 
pendence from Mexico in 1836 
and: after nine years.as an inde- 
pendent nation, we Texans prefer 
to say that the Republic of Texas 


and the United States of America 


Kyrre VoLiuz 


l James | and Catholics 


Sir~Writing. on the union be- 
tween Englatid and Scotland you 
say that “James. 1...was. fiercely 
anti-Catholic, and recruited Prot- 
estants from Scotland, far more so 
than. from England; to settle on 
land in Northem. Ireland. from 
which Catholic families had been 
removed.” You are mistaken. 
James. was one of ‘the greatest 
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advocates of ecumenism in 17t 
century Europe. He acted as ani 
biter in two major confessior 
crises in Europe. His wife hi 
converted to Catholicism arour 
1600. Even after a group of Engli: 
Catholics tried to blow up Parli 
ment in 1605, he sought to mar 
his son, Henry, to a Catholic pri 
cess; after Henry's death | 
worked towards a Spanish Cath 
lic marriage for the future kir 
Charles 1. 

He was keen to settle just 
many English Protestants as Scc 
tish ones in Ireland. In most cast 
Catholic families stayed on tl 
land; only ‘the owners hi 
changed. Two of the leading Sec 
tish planters, the Earl of Aberco 
and his brother, Sir George Har 
ilton, were Catholics themselv 
and settled their lands in Straba1 


almost entirely with Scotti: 
Catholic families. 

Portrush, Trista 
pi Antrim MARSHA 
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The Kaiser's wa 


Sirin casting the: blame for ti 
first world war you are too kit 
to Kaiser Wilhelm. We tow kne 
that he and his military cabir 
were ready to begin war early 
1913, aware ‘that neither. Fran 
nor Russia was ready. The on 
hold-up was the insistence of A 
miral Tirpitz that it would be bi 
ter to. wait for the Baltic-North $ 
canal to be widened and dee 
ened (due in July 1914) and a su 
marine harbour on Heligoland 
be completed. This was relu 
tantly conceded. But instructio: 





¿were given fora press campaij 


to prepare Germans for the ri 
ours of a just war. Preparatio 
were made for the supply of arr 
ies in the field, and the Reick 
bank started buying and hoar 
ing gold without regard to cost. 
German diplomacy was { 
cused on what was deceiving 
called a policy of “localisatior 
representing the murder of Arc 
duke Ferdinand as. a purely At 
tro-Serbian. matter, with possit 
input from Russia but no subje 
for intervention by other powe 
Even so, the peace initiative of | 
Edward Grey, Britains. fore 
secretary, came close to succe 
but the Kaiser wanted war. 
The British Foreign Office h 
changed its.tone since the 18¢ 
from, suspicion of France and Ri 
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= E Director of Business School 


Attractive Package 


The Univeristy of Buckingham, founded in. 1976, is the UK's only independent Chartered University and provides 
undergraduate and postgraduate courses for full and part time students. The Business School, incorporating 
Accounting & Finance, Economics, and Management Studies, has a growing international reputation and 
offers a unique two year degree course as well as innovative post graduate degrees including. anew MBA 
programme. 


¢ THE RESPONSIBILITY is to enhance the Business School through continuing its development as an 
institution offering high quality, flexible programmes of study relevant to the needs of business and to provide 
strategic input as a member of the Vice Chancellor's Senior Management Team. 


+ THE REQUIREMENT is for a dynamic and successful business professional, iho is entrepreneurial by 
nature and has a real interest in education. Strategic vision, diplomacy, leadership and strong 


interpersonal skills are essential, together with the ability to establish credibility and respect. 


Nominations and applications, enclosing a CV and 
details of remuneration, should be sent by lOth 


February, quoting reference T8860 to: 


WHITNEY TYZACK SELECTION, 8 HALLAM STREET, LONDON WIN 6D]. Fax: 0171 631 5317. E-mail t 


McKinsey & Company 


Research Manager, Istanbul 


0 McKinsey & Company is a leading international management 

consultancy with over 70 offices in 38 countries. We provide wide- 

ranging advice on strategic, organisational, technical and operational 
issues to leaders of many of the world’s major companies. 

Functioning as an integral part of our unique global network of 700 

knowledge professionals, the Research Manager will lead a team 

of professionals providing high-quality information and research on 

a wide range of industry and service sectors, as well as on 

general business and financial issues. 

Your primary responsibilities and goals will be to: 

* enhance the analytical, quantitative, problem-solving and 
presentation skills of our research team, and lead recruiting 
efforts to attract high-calibre personnel 

* serve as a senior researcher by assisting consultant teams 
with their research-related problem-solving 

+ establish strong links with experts in research houses, public 

agencies, trade associations and academia 
* expand and manage our state-of-the-art research infrastructure, 
covering both printed and electronic information materials 

; manage a first-class business intelligence service. 

Your profile and credentials: 
oe ideally at least 5 years’ professional research and analysis 
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WHITNEY 


zackselection@whit 2y.CO.tiK 


experience in a leading-edge research organisation, financial 
institution, major corporation or respected government’ 
multilateral institution 
+ advanced university degree from a highly respected university - 
preferably in a quantitative discipline 
* superb skills in communication, problem-solving, coaching and 
people management 
«high proficiency with spreadsheets, graphics, statistical and 
word processing software 
* fluent spoken and written English. Turkish language skills 
are essential. 
We offer an exciting, challenging and rewarding work environment, 
with ample opportunity to take the initiative. We provide a 
competitive compensation package, excellent benefits, training 
programmes and the chance to be part of a worldwide network of 
knowledge management professionals. 
To apply, please send your CV and a covering letter to the R & | 
Manager, McKinsey & Company, Boyacyk6y Caddesi No. 46, 80850 
Emirgan, istanbul, Turkey. 
You can find out more about McKinsey by visiting our website at 
www.mckinsey.com 














‘Sia to suspicion of Germany, But 
Grey had worked tirelessly to im- 
¿prove relations, not only in the 
naval field but to give Germany 
the “place in the sun” that it so ar- 
dently desired. Unfortunately, 
Germany did not understand 
that Britain did not have a lien on 
the whole world, and that (British 
interests apart) the views of other 
powers had to be taken into ac- 
count, so that the desired terri- 
torial concessions could not be 
slipped into Germany’s pocket 
without demur. This was taken in 
Germany as a deliberate snub, in- 
creasing anti-British feeling. 

The allies rejected efforts for 
peace. But the German leader- 
ship, until the desperate days of 
late 1918, had made it perfectly 
plain that the only peace it would 
accept would be on its own terms: 
what it had won by force it 
would keep. The leadership at 
once disowned the (powerless) 
Reichstag’s peace resolution of 
April 1917. 

In sum, the Kaiser’s Germany, 
following a course at least partly 
set by Bismarck’s earlier brutal 
wars of conquest, destroyed Eu- 
¿ṣo ropes chance of 100 years of 

“peaceful development. Your title 
should have been not “Attempted 
suicide” but “Attempted murder”. 
London BRIAN GILL 





Sır—Your chart puts total British- 
empire deaths in the first world 
war just below im. This figure is 
only for confirmed military dead; 
add those missing in action, mer- 
chant seamen and others, and the 
total is well over 125m. 

Your “German general’s” sup- 
posed description of British 
troops as “lions led by donkeys” 
was in fact fathered on him by 
Alan Clark in a book of 1961. The 
lions-donkeys concept, ascribed 
to various nationalities, goes back 
well into the 19th century. 
Sandhurst, STEPHEN BADSEY 
Berkshire Royal Military Academy 


- A little learning 


Sir--You imply that the first 
European university was founded 
in Bologna in noo. In fact, Em- 
peror Michael m refounded the 
Imperial School of Magnaura at 
Constantinople in 863 and 
named Leo the Mathematician as 
its head. In 1043, Emperor Con- 
stantine ix reformed the school— 
parts of which have been 
unearthed in Istanbul recently 

and endowed it with a new- 


A 





charter. The institution was 


known as the Pandidacterion (lit: 
erally: university). 


Athens SPYROS VRETOS 


Sir—The university of Heidelberg 
was founded in 1386, and not in 
1366 as you Say. 

Puchheim, 


Germany THomas REUTER 


Sir—The implied logic of your list 
indicates that you omit Charles 
University in Prague, founded in 
1348. 

Sanibel, 


Florida TOMAS FREJKA 


Sm—The first Spanish university 
was founded not at Salamanca in 
1218 but at Palencia in 1208. More 
important, the first New World 
university was founded by Spain 
at Santo Domingo in 1538. By the 
time Harvard was founded in 
1636, there were seven more Span- 
ish universities in the Americas. 

Madrid ALVARO DE ALEDO 
hai Sol ta ta Sa ya Recah ct wll 


God isn't dead 


Sin—-My death is slightly exagger- 

ated. I am alive and kicking in the 

hearts of billions of My creatures. 

Their finitude, fragility and frailty 

bring them to Me. Their need for 

self-transcendence dissolves them 
in Me. 

Gop 

(Revealed to Her loyal 

and obedient servant 


Honolulu = Majip TEHRANTAN) 


Sir—I have no doubt that you 
published God's obituary to chal- 
lenge your readers. Equally, I have 
no doubt that you did so in the 
conceit of thinking that to be pub- 
lished was not to be damned. The 
undoubted strengths of The 
Economist are its greatest undo- 
ing: its intellectual rigour; its dis- 
tillation of dizzying amounts of 
information into concise prose; 
and its rationality. This makes The 
Economist required reading, but 
also explains why you often miss 
the point in the subjective world 
of the emotions which the bulk of 
mankind inhabits and in which 
you fear to tread. 

When you do address matters 
of faith or other subjects about 
which people feel passionately 
yet subjectively, you do so with 
the arrogance of the quick yet 
solely rational mind. Essentially 


the obituary talked entirely of re- 
ligion—man’s effort to bin 

self to God--and not of the re 
elation whereby God has made 
Himself known to man, and con- 
tinues to do so. 
Southampton 





Jonn Puiturrs 


Sir —You do not relate the decline 
of the notion of God to another 
seminal event unique to Europe: 
the Enlightenment. The main 
stages are simply stated: the open- 
ing of religious tradition to schol- 
arly critique by Luther; the con- 
clusive demonstration of the un- 
workability of existence proofs of 
God by Kant; the absorption of 
religion into secular philosophy 
by Hegel; and the announcement 
of what had become obvious by 
Nietzsche. You mention only 
Nietzsche. Omitting the rest ob- 
scures a gradual, rational process 
that cannot be undone. 

Pittsburgh ALEX VISKOVATOFE 


Sir~You even put Satan to 


shame. Satan dared to defy God; 


you deny God's very existence. 
Karachi SHER MOHAMMAD 


Six-—Fortunately, God has a good 
sense of humour. 

Dunedin, 

New Zealand SUSAN FRYKBERG 
Siete babes bent tell 


Sir—You forget... 


One thing that propelled the great 
scientific, commercial, and cul- 
tural thrusts of the past 1,000 
years: time and time-keeping, 
which have given us navigation, 
the factory clock and the dimin- 
ishing attention span. 

New York James CIMENT 


1054. when the Bishops of Rome 
and Constantinople simulta- 
neously excommunicated each 
other. This really was the begin- 
ning of the schism of Christen- 
dom. 

Medford, 

Massachusetts Sor GITTLEMAN 


The Norman defeat of the Anglo- 
Saxons at the battle of Hastings. 
Vaulnaveys-Le-Haut, 
France 


Martin Field 


The discovery of quantum me- 
chanics and Einstein's theory of 
relativity, vital to much of mod- 


including the transistor, 
ser and the atomic bomb. 
Fremont, 
California 


RAMESH GOPALAN 





The discoveries of the Portugue 
in the 15th century. 
London GILBERTO FERRAZ 


The destruction and survival of 
Jewry. 

Bethesda, 
Maryland 


PAUL GREEN 


The major physical programmes 
that occurred during the millen- 
nium, none of which could have 
been undertaken. before 1000. My 
candidates are the Panama Canal, 
the Thames Barrier and the Chan- 
nel Tunnel. 

Palm Desert, 


California VANCE HOLDAM 


The vastly increased access to.a 
major art form. that resulted from 
the introduction of audio record- 
ings of music in the zoth century.. 
Helston, 


Cornwall Prine GASKELL 


The lunar landing of 1969: just 
three lines for an event represent- 
ing the culmination of all the sci- 
entific, political and economic ad- 
vances of the past 1,000 years. 
Hertford RICHARD REIDINGER 
pic epee iit malo i sing eb asie val 





Skirmish at sea 


Sin—1 do not want to fight but... 
. by jingo if we do, 7 
we've got the ships, we've got the 
men... 

in that order, ships first, men sec- 

ond, not the other way about, as 

you misquote that Victorian mu- 
sic-hall song. 

Portsmouth JOHN Farr 

Meteraetasraa peana aiaa N e a e i 


Early edition 


Sir—Many thanks for sending my 
millennium edition-a year early. 
Hong Kong RICHARD GIBSON 


Sik—-One good thing about issu- 
ing your millennium edition at 
the end of 1999 i3 that it will allow 
me to while away the last year of 
the 20th century absorbed in it 

New York GEORGE PERRIN 
saci halite asim sae cc ade esis cn iar a 
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London/Cambridge, MA Highly Competitive Salary 


New technologies, evolving markets, expanding customer needs, regulatory changes 
and global competition have combined to create an environment in which the course 
forward is difficult to chart and even more difficult to follow. 


Cambridge Strategic Management Group (CSMG) is.a highly respected strategy 
Cambridge Strategic consulting firm advising telecom and high-tech companies. We provide our clients 
Management Group with strategic direction based on detailed analyses, a sound understanding of the 
industry and clarity of vision. Our global client base includes wireline/wireless, 
internet and voice/data operations in local, long distance and global markets as well 
as major equipment vendors, infrastructure developers and software providers. ‘ 
CSMG works extensively throughout Europe, North America, Latin America, Asia and 
Australasia. ‘ l ; 


r Neeion isa : As a company experiencing explosive growth, we need outstanding individuals to 
DUC sstOr isa lea One! fill Analyst and Associate positions in the U.K. and America. As an Analyst you. will 
To help our | have a strong academic record as well as excellent problem solving and analytical 
high-technology skills plus a minimum of two years of strategy consulting or relevant industry 
clients outperform experience. Associates will, in addition, possess proven communication and 
their competitors. presentation skills and preferably an MBA from a top business school. 


if you possess the skills, drive and clarity of vision to succeed, please send your CV 
and current salary details to: 


l UK Office: US Office: 
Recruiting, CSMG, Pentagon House Recruiting Co-ordinator, CSMG. 
52-54 Southwark Street One Memorial Drive 

London, SET TUN Cambridge, MA 02142-1311 


E-mail: recruiting@csmg.co.uk -maik recruiting@csmgusa.com 


www.csmg.co.uk www.csmgusa.com 


Senior Economic Adviser 


London £45,000 - £50,000 Office of Telecommunications 


OFTEL is at the forefront of developing regulatory frameworks to deliver consumer protection and fair competition in the rapidly 
changing world of telecommunications. 


Working within OFTEL's Compliance Directorate, you will be part of a multi-disciplinary project team, taking the lead in providing 
economic analysis in investigations of anti-competitive behaviour. You will also provide economic input on a range of other issues 
including policy development, broadcasting, convergence, UK and EU Merger/Joint Ventures in the telecoms arena. 


Educated to degree level, preferably Masters’, you will have at least 5-6 years’ experience working in government, consultancy, 
industry or financial institutions. You will have a sound grasp of the principles of industrial economics and the economics of 
competition. You will also possess excellent interpersonal skills, including the ability to translate complex economic arguments to 
non-specialists. Proficiency in managing the work of other economists is also important. An understanding of accounting, corporate 
finance and competition law would be advantageous. 


There are also vacancies for Economic Advisers (salary range £34,000-£40,000), criteria as set out above except your degree will be 
supported by at least 3 years’ non-management experience. 


This post is offered on a five year fixed term basis, with the possibility of extension or permanence, A higher salary may be available 
to an outstanding candidate. Excellent benefits include pension scheme, 27 days annual leave, subsidised restaurant and gym. 
OFTEL's economists are members of the Government Economic Service and are part of the Department of Trade and Industry Group. 


For more details and an application form (to be returned by 18th February 2000), write to Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB or telephone 01325 745170 (24 hours) or fax 01256 383786/383787. 
Internet: http://www.rasnet.co.uk Please quote reference B4797. 


OFTEL is an equal opportunity employer. œ C A P I T A RA S 
te senile” 


INVESTOR IN PEOPLE 
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AFRICAN DEVELOPMENT BANK | 


The AFRICAN DEVELOPMENT BANK is the prenter paa-African development finance institution established in 1964 to foster economic 
growth and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia, and the Americas. It is based in 
Abidjan, Cote d'Ivoire, West Africa, 

Nationals af member countries are invited to apply for the following positions. 























Under the general supervision of the Division Manager, the incumbent will: Define objectives for the section, set work program priorities, assess resources equipment 
vin terms of staffing, equipment and IT resources, assign tasks and provide the relevant resources; Mentor and coach team members; Initiate the preparation and review: 





-ADB/99/175) 





NT UNIT (V) 


Under the supervision of the Head, Risk Management Unit, the principal commercial risk officer plays a lead role in the Bank's commercial credit risk management 
functions for private sector operations. The incumbent will: Spearhead the formulation and updating of policies and guidelines for commercial credit risk. and 
exposure management; Analyze the commercial credit risks associated with private sector or other commercial operations throughout the project cycle and participate 
in any relevant Management committees: Monitor the commercial credit risks in the Bank's portfolio of private sector projects. In co-operation with OPSD 
information management team: develop and maintain a database on the Bank’s private sector portfolio credit of risks; analyze the country, regional, sectoral, and other 
concentrations in the portfolio; Analyze the evolution of the portfolio risk profile and propose adjustments: analyze the adequacy of the capital and loss provisions to 
support the Bank’s credit exposures, Qualifications: At least a post graduate/Master’s degree in Finance, Accountancy, or related areas. A prefessional qualification 
such as CPA considered an asset; at least 6 years of relevant experience assessin ‘managing commercial credit risk in an emerging/ransition economy environment; 
experience covering credit assessment ef project finance transactions, financial intermediaries, and small to medium scale enterprises desirable; experience in the 
international capital markets considered an 























CHIEF EDUCATION SPECIALIST - CENTRAL OPERATIONS DEPARTMENT {VN.ADB/99/176) 





Under the general guidance of the Manager of Operations Policies & Procedures Division, the incumbent will: Provide leadership in the development of education 
policies, guidelines and standards for Bank lending; Advise the Division Manager and Director on project/program analysis to ensure acceptable standards and best 
practices: bring to bear leading education issues that are a major preoccupation of both education experts and practitioners; draft the initial policy proposal or develop 
terms of reference for the hiring of consultants; organize internal and inter-departmental working groups to review the initial draft.and obtain input from the 
operational staff; finalize the documents and defend it with the Division Manager tothe Board of Directors for consideration and approval; Provide advice to the 
Division Manager and Director on the implementation of the Bank Group’s policies, guidelines and procedures: advise on difficulties-or problems encountered during 
project/program cycle; develop innovative techniques.approaches to education problems facing Regional Member Countries; suggest policy/guidelines to improve 











of all policies, administrative procedures and manuals, and standard documents on property management for the Bank Group, and collaborate with the fixed assets 
disposal committee in the disposable of fixed assets, ete.; Plan, monitor and conduct the execution of property management activities such as: manage the 
performance of activities related to Bank properties; the conduct of physical inventory of Bank fixed assets and maintenance of the register, implement systems for 
the management of fixed assets; Plan the acquisition of fixed assets in collaboration with Procurement of Goods and Services Team; plans, prepare and monitor the 
execution of budget for the acquisition of fixed assets; prepare technical specification for the purchase and assist in the procurement process; monitor the movement 
of Bank assets; Assess the requirements for Information Technology systems, define the systems specifications, propase systems to improve the management of 
Bank's property management function and supervise the implementation and operation of the systems, Qualifications: At least a a post graduate/Master’s degree in 
Business or Public Administration, Finance, or related areas; At least 6 years of relevant experience, preferably in the management of properties. 








FIXED ASSETS MANAGEMENT OFFICER - ADMINISTRATION DEPARTMENT (VN,ADB/99/ 169) 





Under the general supervision of the Division Manager, the incumbent will) Plan and organize the work of the Bank fixed assets business function; Monitor and 
supervise all movements, assignments and usage of the Bank fixed assets; Handle administrative matters and resolve problems related to the field offices: prepare 
budget and purchase furniture and equipment for the filed office, keep stock of assets and operate the fixed assets information systems; Provide to FACT information 
on depreciation of Bank fixed assets, Plan and organise regular evaluation of Bank fixed assets for insurance purposes, preparing terms of reference for auditing the 
function and for conducting regular property valuations and oversee the work of consultants and short term staff on contracted services. Qualifications: At least a post 
graduate/Master’s degree in Business or Public Administration, Finance, or related areas: At least 5 years of experience in assets management. 





SENIOR PUBLIC UTILITIES ECONOMIST - OPERATIONS DEPARTMENT SOUTH (VN.ADB/00/01) 








Under the supervision of the Division Manager OCDS.4, the incumbent will: Participate in identification/preparation, complex.multi-disciplinary appraisals and PCR 
missions and undertaking the economic analysis of energy. water and telecommunications projects to determine their viability and suitability for Bank Group 
financing and their contribution to economic growth and poverty alleviation. This can be achieved through the economic and institutional analysis calculation of 
Economic Internal Rate of Retum; Administer the active project portfolio and evaluate the institutional and economic performance of the projects to establish the 
extent to which the goals, objectives and outputs were achieved as planned. This can be achieved through regular field supervision missions (preparation of project 
supervision reports), review of the project progress reports, preparation of the project matrix an preparation of the project portfolio reports (with project rating); | 
Contribute in sector and special economie studies (Sector Policy Papers, Country Strategy Papers etc.). This can be achieved through, participation of sectoral and | 
economic missions; Co-ordinates actions required for the implementation of on-geing projects. Qualifications: At least a post graduate/Master's degree in | 
Economics, preferably with concentration in one of the public utilities sub-sectors, or related ares; At least 5 years of relevant experience with specific references in at 
least one of the areas of the public ut sub-sectors 


















General Requirements: At least, a post graduate/Master’s degree; Ability te communicate and write effectively in English and/or French, with good working 
knowledge of the other language; Proficiency in both languages will be an added advantage. The Bank offers an internationally competitive salary and attractive 
benefits package. Applicants must be nationals of ADB member countries. Information-on ADB Membership and the Bank Group can be found on the ADB internet 
web site. Applications with complete curriculum vitae in French or English (please indicate nationality) must be sent by 25 FEBRUARY, 2006 to the address 
indicated below. Women are encouraged to apply. Due to the large number of applications expected, only shortlisted candidates will be acknowledged. 





Division Manager 
Recruitment and Staff Development Division 
African Development Bank 
01 BP 1387 ABIDJAN 01 -COTE D'IVOIRE 
FAX (225) 20 49 43 ADB Homepage: hitp:/Avww.afdb.org - E-mail: recruit@afdb.org 
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Better training for better trading 


CHIEF EXECUTIVE 


£67,500 to £75,000 Simpler Trade Procedures Board Central London 


kad SITPRO is the DTI’s public interface on trade facilitation. It helps and encourages business to trade more effectively 
by simplifying, automating and streamlining the processes and documentation associated with international trade. 
ale It seeks to improve the competitive position of UK traders, by promoting best practice through offering business 
3 solutions including publications, training ete. 


A new Chief Executive is required, who will be keenly committed to supporting UK business in successful and cost 
effective international trading. You will need sound experience of the international trading environment and a good 
understanding of the pressures and priorities involved in such work. You will need to beable to contribute a great 
deal to policy making and strategy development across domestic and European trade bodies and standards, arid will 
need extensive command of the relationships, protocols and procedures adapted by the EU and UN. 


With excellent high level communi ications, presentation, consensus build ing and management skills, your organising 
ability will have been proved over several years’ experience in international: trade. You will be expert in harnessing 
the potential of the information society. Good knowledge of French, or an alternative second main European 
language, would be desirable (although not essential). 

This position is offered on a fixed-term basis of up to 4 years. 

For more details and an application form (to be returned by 17th February 20C0), please write to Capita RAS, 
Innovation Court, New Street, Basingstoke, Hampshire, RG21 7JB or telephone 01325 745170 (24 hours) or 

fax 01256 383786/383787. Internet; http://www.rasnet.co.uk/ Please quote reference B4794, 


The DTI is an equal opportunity employer. Its policy is to provide equal opportunity for employment, career development and 
promotion to all who are eligible, on the basis of ability, qualifications and suitability for the post irrespective of yender, 


sexual orientation or ethnic origins. A S 





ZN The World Markets Research Centre team of regional research analysts to maintain 
me (WMRC) is a specialist independent publisher macro-economic information and economic risk 
focusing on the world’s emerging markets. It assessment profiles for each country within their 
publishes high-calibre special reports and particular región, 


business briefings on key regions, countries and 5 
ching PY regions, You will also be asked to prepare monthly and 
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industries around the world for global 
institutions, governments and trade 


».arganisations, as well as for a full range of 
foreign investors, 


Chief Economist - Ref: CE 


Salary: £ negotiable plus share options 
immediate start 


Your role will be to develop ‘and implement an 
economic research policy and strategy for the 
company with particular relevance given to World 
Markets Online, a subscription based service 
providing intelligence and information to national 


“and international blue-chip clierits. In addition 


you willbe asked to train and assist the existing 


quarterly reports on regional and global economic 
conditions, primarily focusing on emerging 
markets as well as being asked to make 
presentations at conferences, seminars and 
workshops, 


You will be educated to Masters or PhD level in 
economics with particular emphasis.on 
international finance, emerging market economies 
and financial economics. You should also have had 
a minimum of three years commercial experience 
and possess excellent written and oral 
communication skills, good interpersonal and 
team working abilities, as well as being flexible 
enough to cape with competing demands on both 
your time and resources. 


Pledse apply to the Managing Director, Gino Ussi, on 0171 428 3030 and fax 
oremail your CV and a covering letter stating your current salary. 


fax 0171 526 2360, or email: gino.ussi@wmrc.com 


© Academic House, 24-28 Oval Road; tendon NWP 7DP 


WORLD MARKETS 
RESEARCH CENTRE 


A division of Ambient pic 








Financial Sector/) Banking Regulatory Specialists 


‘Deloitte Touche Deloitte Touche Tohmatsu is one of the world’s leading professienal 


services firms, delivering world-class assurance and advisory, tax, and 
sulting servic than 90,000 people in over 130 counwes 
serve nearly one-fifth of the world’s largest companies as well as large 
[A] national enterprises, public msuturions, and successful fast-growing 
companies. The growth of our global financial services practice continues 
to outpace our competitors and, in emerging markets, we a 
becoming a leading provider of services to banks and securities 
pension funds, as well as central banks and financial seceor regulators. 


Deloirte Emerging Markets, the specialized consulting arm of Deloitte Touche Tohmatsu, an 
immed need for Senior Consultants to work in Asia, Prior international consulting experience, 
ideally in emerging economies with multilateral and bil ial institutans, is required, 
Ability to lead and manage multicultural teams must be shown, Experience in Asia and language 
proficiency in Thai, Bahasa, and/or Mandarin is preferred 


Accounting and Internal Audit Specialist 


Developing and assessing financial transaction records and reports while providing 
foternal “external audit c his CPA should possess the following: 


He vrs, wi x financial institution, strong knowledge in design and implementation of 


accounting ems and intemal controls 

Erperien asset management companies and/or bank regulators sought 

Recent experience developing accounting “audit policy, procedures and gaming manuals 
Knowledge of microfinance or small business keaders 


Management Information System Specialist 

Requirements inchide: 

» Strong exp. analyzing, designing, and implementing management Information systems for asset 
management companies, banks, or bank regulators in asser resolution 

* Knowledge of current IS hardware, softy security, reporting, and ste: retrieval issues 

Bank Supervision/Bank Examination Specialist 

Requirements include: 

* 10+ years experience in bank supervision /exatrnation with regulatory agencies in the US, 
Europe or Australia 

* Prior experience in one or more of the following: state-owned bank, development finance, risk 
based supervision methodology, and/or assessment of bank risk management system 


Bank Supervision Training Specialist 


Requirements include: 

* 154 years experience in bank supervisory/examination with 
Europe, or Australia, preferably with strong knowledge in cre 
imanagement 

$ Recent experience developing training curriculum, placing interns, and delivering training 

w Previous experience as Director of Training or Professional Development in bank regulator 

v. prefirred 


necies in the WA, 
cation and visk 


Please email resumes (ava Word or text attachment) ro emergmarkets@dttus com referencing rhe 
‘email subject as vither “Edar, Auditor”, “E-MIS", “E Bank Supervision”, or “E-Bank Training”. 
Multiple other senior level consulting opportunities exist and we welcome you to visit our webs 

7 hen, ‘/www.deloitte,com/emergingmarkets for more information. BOE M/F/D/V 


AFRICAN DEVELOPMENT BANK 


GE ENERGY 
ASSOCIAT 


Associate Director European Power 


Cambridge Energy Research Associates is seeking an Associate 
Director, European Power to assume a key role in its growing 
European Energy service. The position is based in CERA’s 
European head office in Paris. The candidate needs to have 
a proven track record in generating high-quality research 
and incisive industry analysis. He or she must be able to 
undertake independent research, to lead project teams and 
communicate clearly in writing and orally. The ideal candidate 
will have an advanced degree in engineering, mathematics 
or economics and have a minimum of 5 years of power 
industry or equivalent experience. Language skills and 
international experience are desirable. 


Please send CV and cover letter to Micheline 
Manoncourt, Cambridge Energy — Researe 
Associates, 21 boulevard de la Madeleine 
75038 Paris Cedex O01 or e-mail to 
mmanoncourt@cera.com 


Cambridge Energy Research Associates (CERA)-is the leading 
energy research and consulting firm providing insight into the 
energy future. CERA’s web-based services on all energy 
markets are delivered globally. 


You can find out more about CERA by visiting our website at 
; www.cera,com 


The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution established in 1964 to foster economie 
growth and social progress in Africa, The Bank is owned by 77 member states in Africa, Europe, Asia, and the Americas. It is based in Abidjan, 


Céte d'Ivoire, West Africa. 


Nationals of member countries are invited to apply for the foduwing positions 





ATIONS DEPARTMENT) -3 POSITIONS (Ref. ADB/99/22-24-25) 


al Sector and Finance. Under the supervision of the Director, and.as the intellectual leader and | 


SENIOR GENDER SPECIALIST. PARTMENTS No. ADB/00/02 (Ref. ADB/00/02) 


Under the supervision of the Director, Country Department, the incumbent will: Promote the mainstreaming of gender issues at all stages of the project evele, from. planning 
through evaluation; collaborate with other staff in the CD to ensure the incorporation of gender issues in its work: participate in operational missions and the drafting of project | 
documents in order to promote the implementation of the Bank's gender policy, ensure that women are consulted and enhance the level of gender analysis: of progran projects; 
assist in developing indicators to monitor the gender impact of Bank-supported proj: with key gender-related NGOs, multilateral organizations and national institutions in 

| countries served by the CD for purposes of information-sharing, networking and operational collaboration; ensure that Project Completion Reports specifically idemify gender gaps | 
and reflect gender related project success and learning experience; represent the Bank in seminars and conferences related to gender and social sector activities, Qualifications: At -) 
least a post graduate’Master’s degree in Gender studies, economics, rural development, social development, social studies or related areas; at least. 5 years of experience in Gender 

| analysis, research and advocacy skills, conducting gender impact assessments and/or designing‘implementing gender and development project, : j 








General Requirements: Master's degree; Ability to communicate and e effectively i gl neh, with good knowledge of the other langusge: Proficiency in poth 
languages will be an added advantage. The Bank offers an internationally competitive salary and attractive benefits package. Applicant must bé nationals of ADB member 
countries. Information on ADB Membership can the Bank Group can be found on the ADB internet web site, Applications with complete curriculum vise in French oF English 
must be sent by 25 FEBRUARY 2000 to the address indicated below. Women ere encouraged to apply. Due to the darge number of applications expected only shortlisted 
candidates will be acknowledged. ; aor 











Division Manger, Recruitment and Staff Development Division 
African Development Bank 
Of B.P, 1387 ABIDJAN 01 - COTE D'IVOIRE Or FAX (225) 20.49.43 
ADB Homepage: http:/'www.afdb.org 
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; : applications from suitably qualified candidates to fill vacancies in the Middle Office Division. 
ds a Division of the ECB, which provides organisational support and proposes policies and pro 


: -number of methodological issues for the ECB foreign reserves and own funds operations. 


|» Advanced University degree in economics, finance, or comparable qualification. 


_°* Very strong quantitative background as regards financial statistics, econometrics and new financial instruments. 


quoting the appropriate reference number, to the European Central Bank, Directorate Personnel, Postfach 16 03 

















EUROPEAN CENTRAL BANK 


VACANCIES AT THE EUROPEAN CENTRAL BANI 


we The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, i 
Th 


management. It is responsible for the management of market risk in the ECB‘s investment operati 
in the investment, monetary policy and foreign exchange operations of the ECB. 


"The ECB has its own terms and conditions. of employment, including a competitive salary struc re, 
> plan, health insurance and relocation benefits. Candidates must be a national of a Member 
a Busppeats Union. 


FINANCIAL ECONOMIST] 


(Ref.: ECB/119/00/TE) 


. The holder of this position will participate in running the ECB Middle Office fimnction 1 in naai in the area ofrisk 
management for investment operations. The position implies preparation of proposals and analysis on market risk 
_ issues, performance measurement and attribution, benchmark construction and optimisation and related studi 


Qualifications and Experience 


* Proven experience as senior professional within the portfolio and asset management areas in the 
fields: market risk analysis, asset allocation, optimisation and simulation techniques, iapemenaann n of 
models and financial analysis and reporting. 


* Strong interpersonal and communication skills and ability to work in a team and under pressure. 
+ Experience in an international environment would be an asset. s 
* Advanced user of statistical, mathematical and econometric software and the standard office software packages. ae 
(especially Excel and VBA). 
* Very good command of English with proven advanced drafting ability. Working knowledge of at least one other i 
official Community language is required. The candidate should be able to write clearly and concisely. 


Applications 


| Applications should be submitted in English and inc lude a covering letter, a curriculum vitae and a recent. 
_ photograph, together with references confirming the required experience and skills. They should be addressed, 


19, D-60066 Frankfurt am Main. Applications should reach us no later than 18 February 2000. 
To meet the deadline, applications may be sent beforehand by fax to fax number +49 69/1344 - 7979. However, ve 
this is not a substitute for the original, which must still be submitted by mail. Applications will be treated in 
the strictest confidence and will not be returned. 


The vacancies are also published on Internet at http://www.ecb.int but applications should only be submitted 
-on paper via surface mail. 
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‘The International Potato Centér (CUP), headquartered in Lima, Pera, 

is one of the 16 Centers supported by the Consultative Group on 

international Agricultural Research (CGIAR). CIP’s mission is to 

alleviate poverty and contribute to sustainable food security tbrough 

the improved production and utilization af potato, sweetpotato and Col 
other root and tuber crops in developing countries and by be gg 7 
improved management of natural resources in mountain regions. qe TAR 
CIP is seeking a well-qualified candidate for the position oF 


Deputy Director General, Finance and Administration 


The DDG-F&A is responsible for providing financial and administrative leadership to CP's 
headquarters in Pera and its regional and liaison offices in Latin America, Africa and Asia. The 
DDG-F&A also supports the development and oversight of C IP's scientific projects and 
initiatives in donor relations, Specific responsibilities inchide: 


* To provide leadership and oversight in the planning, monitoring and reviewing of the 
5 financial, purchasing, warehousing, maintenance, and security operations of the Center and 
its experimental farms, greenhouses, and laboratories. 
'o develop. with CIP’s Chief Financial Officer, the Center’s financial strategy, medium 
term plans, budgets and financial reports. 
o provide leadership and oversight to the management of human resources, the 
development and review of employment policies, salary structures, the management of 
benefits and hiring. 
To assist in fund raising through the identification of appropriate projects and funding 
opportunities through the maintenance of donor relations and by contributing to the 
evelopment of high quality and timely proposals. 
o advise the Director General on institutional and diplomatic relationships in Peru. in 
other countries where the Center operates, and with relevant international and non- 
governmental organizations. 
To assist the DOG of Research in the development, monitoring, and evaluation of agreed 
upon program components. 





Quatifications and experience: Demonstrated leadership, planning, management and 
analytical skills; excellent written and oral communication skills, understanding of the 
agricultural development process and the role of research; experience in agricultural research 
and development; fluency in English and Spanish and thorough knowledge of Latin America 
and Pern, The candidate must have; a Ph.D. or equivalent in a field related to developmental 
agriculture; experience with programs in Africa or Asta; and extensive senior management 
experience, The candidate must be familiar with CIP's donor community and the CGIAR 
constituencies. 

Term and conditions: CIP offers an attractive internationally competitive salary and 
benefits package. The initial contract will be for three years, renewable. 

Applications; Letiers and curriculum vitae, with names and full contact addresses of three 
or more referees, including phone and fax and e-mail address, should be send to: 

Hubert Zandstra, Director General, CIP, Apartado 1558 Lima 12, Peru; 
FAX (51) (1) 3495632; phone (51)(1) 3492124 or e-mail CWP-DG@egiarorg, 
by no later that February 29, 2000. 


CIP strives for diversity in staff gender and nationality. 







VICE PROVOST FOR 
INTERNATIONAL STUDIES AND 
OVERSEAS PROGRAMS 












critical part of the university’s mission. 










Title VI funds; six other centers focus on China, Japan, Korea, Southea: 








community organizations-active in international and foreign area studies. 


The Vice Provost, who has administrat! 










planning in the College and with the deans of the professional schools. 













commensurate with background and experience. 


UCLA invites nominations and. applications for the position of Vice Provost for Inrernational Studies and Overseas Programs (ISOP), effective July 1, 2000. 


‘The Vice Provost has responsibility for the coordination and direction of UCLA’s programs in international and area studies, In June 1999, the new positiag oF Vice Provost was 


created to strengthen UCLA’s commitment to international and area studies and to enhance opportunities for effective collaboration among all academic: units active in this 


ISOP includes eleven multidisciplinary research centers: five centers on Africa, Latin America, the Near and Middle East, International Relations and Bast Asii are supported by 
Agia and the Pacific Rim, As a central part of its mission ISOP works close’ 
professional schools, including the Center for International Business and Education Research (CIBER) in The Anderson School of Management. 


ISOP also includes the International Development Studies Program, the South Asia Studies Committee, the Education Abroad Program and the Language Resource Program. 
ISOP coordinates the activities of the International Visitors Bureau and the International Student Center, oversees all formal tI 
research agreements, and provides liaison with extramural agencies--Pederal government, other institutions of higher education, learned societies, private foundations and 


e, budgetary, personnel and physical resource responsibility for ISOP and its various components, reports to the Provost of the College 
of Letters and Science. An internal advisory committee of deans and faculty advises the Vice Provost on matters of policy, governance and resource 4 


advisory council advises and assists the Vice Provost in developing and maintaining relationships with external constituencies, "The Vice Provost participates in campus-wide 


Applicants should have qualifications appropriate to the rank of full professor and high visibility in scholarly and other communities of importance. to international and area 


studies, Candidates should have demonstrated capacity for academic leadership and for engaging constituents at the local, state, national and international levels, Salary will be 


For additional information, please go to: httpd/www.apo.ucla.edulapowebivice provost-isop/ 


‘To be ensured full consideration, nominations and applications should be sent by March 15, 2000 ta: 


Ms. Shelly Weiss Storbeck 
Vice President and Managing Director 
AT Kearney, Inc. 
ISOP Vice Provost Search 
333 John Carlyle Street 
Alexandria, Virginia 22314 
Facsimile: (703) 518-1782 
E-mail: shelly.storbeck@atkearney.com 


Please review the Position Description as well 


The International Trade Centre (ITC) 
in Geneva, Switzerland 
is looking for a 
WTO OMG Senior Market Analyst, P.4 level, for its 
Division of Product and Market Development 
The incumbent will be responsible for Strategic Market Research in the Div sion. 
His/her duties relate to a variety of market research activities such as assessing 
market prospects for export products from developing countries, identifying 
priority products and markets for trade promotion and international business 
development, undertaking national export potential. surveys, and reviewing 
national and sectoral trade performance of partner couniries. He/she will be 
responsible for producing a variety of multi- and sirgle-client market reports based 
on qualitative and statistical analysis of international trade. 
Qualifications and Experience required: University degree, at the advanced 
level, in Economics, Bus Administration. or similar discipline. At least 10 
years experience in the design, implementation: and/or dissemination of market 
research and advisory services at the national and international levels, preferably in 
relation to developing countries and economics in transition, Authoritative 
professional expertise on international trade: and marketing issues, Excellent 
drafting abilities. High level computer literacy, Ability to work: with minimum 
supervision with people of different national backgrountds, i 
Languages: Excellent knowledge of English; working knowledge of French; 
knowledge of another UN language an asset. 
Date of Entry: As soon as possible; 
Type of appointment; two-year fixed-term, renewable; 
Indicative minimum gross annual remuneration: approximately USD94,000 with 
dependants, UDS92,500 without dependants, including. post adjustment, plus a 
number of additional benefits where applicable, e.g education allowance, repatriation 
grant, six week’s annual leave. Post adjustment element is subject to change. 





Applications should be mailed to: 
The Chief, Personnel Section 

International Trade Centre UNCTAD/WTO, Palais des Nations 

CH-1211 Geneva 10, Switzerland, or faxed. toc +41 22 730 DESIRI 
E-mailed applications will not be considered. Applicants arè requested to 
complete a United Nations Personal History form (P.11) available, on. the ITC 
website: www.intracen.org/news/vacancies, or upon request; either at local UN 
offices or from ITC. Please elaborate, in a concise statement NOT 
EXCEEDING ONE PAGE why you consider yourself qualified for this 
particular position. 

: 24 February 2000 





UNIVERSITY OF CALIFORNIA, LOS ANGELES 


vith: programs in the 








LA imernational academic exchange and 


ovation, An external 








UCLA i an Emal Oppostunity Employer 
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EUROPEAN CENTRAL BANK 


VACANCIES AT THE EUROPEAN CENTRAL BANK 


| ar The European Central Bank (ECB), established in Frankfurt am Main on I Jane 1998, is: currently seckin 
-applications from suitably qualified candidates to fill vacancies in its Language Services Division. The Languag 


“Services Division is a central service unit which provides linguistic expertise and support in the 11 officia 
Community languages to all the business areas of the ECB. The ECB has its own terms and conditions of 
employment, including a competitive salary structure, retirement plan, health insurance and relocation benefits. 


Candidates must be a national of a Member State of the European Union. 


TRANSLATORS 


(Ref.: ECB/01/00/TE) 


` The vacancies are for translators of English mother tongue whose duties will include the translation of texts into 
English out of at least two other official Community languages, the editing of texts drafted i in English by native and | y 
_ non-native speakers and the proof-reading of English texts destined for publication. 


mand of English and an excellent command of two other official Community languages. A working 
e dditional official Community language would be an advantage. 
An honours university degree in two modern languages which are official Community languages (excluding i 
English). A postgraduate diploma in translation would be an advantage. : 
Several years‘ professional translation experience, preferably in the economic or financial field. 
+ A sound background knowledge of financial, economic and legal affairs. 
» Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team in a 
multicultural environment are very important. 
Advanced PC skills and a practical knowledge of standard MS Office applications are essential. Familiarity 
with a terminology management package such as TRADOS MultiTerm and translation memory software such. 
as TRADOS Translator‘s Workbench would be an advantage. 


Starting Date 
As soon as possible. 


Applications 


Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent 


photograph, together with references confirming the required experience and skills. They should be addressed, 
quoting the appropriate reference number, to the European Central Bank, Directorate Personnel, Postfach 16 03 
19, D-60066 Frankfurt am Main. Applications should reach us no later than 18 February 2000. 

To meet the deadline, applications may be sent beforehand by fax to fax number +49 69/1344 - 7979. However, 
this is not a substitute for the original, which must still be submitted by mail. Applications will be treated in 
the strictest confidence and will not be returned. 


~“ The vacancies are also published on Internet at http://www.ecb.int but applications should only be submitted 
on paper via surface mail. 


NOMUST JANUARY. 29TH, 2000 
































EXECUTIVE FOCUS 


UNITED NATIONS INTERNATIONAL 
DRUG CONTROL PROGRAMME 
(UNDCP) 






























Candidates are sought for the position af UNDCP Represeniative, Myanmar 
Duration of appointment: Initially two years with the possibility of an extension 


DUTIES include: Provide advice in the development of sustainable capacity- 
building in drug contro! policy at the national level, analyze trends in drug abuse, 
trafficking and production; conduct research of existing economic and social 
conditions in the country as well as current policies and development plans relevant 
to drug control; assist the Government in the assessment of planning, design and 
management of response measures, including developing and proposing national 
strategies. Prepare programme frameworks on envisaged UNDCP-assistance; 
negotiate or determine project execution and project funding modalities, coordinate 
and integrate envisaged UNDCP programmes with activities of the United Nations 
agencies present in the country, international financial institutions, bilateral: aid 
programmes and NGOs. Coordinate, monitor and evaluate the overall progress of 
ongoing UNDCP-financed activities in the country. Promote a better understanding 
of the importance of drug control and advocate its inclusion in government planning 
documents; represent UNDCP’s position and views in drug control matters in the 
country. 
























QUALIFICATIONS: Advanced university degree in political or social sciences, 
public or business administration, economics, law, international relations or similar 
academic preparation, Fifteen years of professional experience, including at least 
nine years experience in a development-related area, ManageriaV/leadership abilities. 
Adept at advocacy, “lobbying” and resource mobilization. Sensitivity to cultural, 
gender and political issues. Knowledge and practical experience of UN programme 
policies, guidelines and procedures, Fluency in English. 

indicative minimum net annual remuneration. USS 76,163 with dependents, 
USS 70,756 without dependents (plus a number of additional benefits, when 
applicable, such as rental subsidy, dependency allowance, education grant for 
| children, repatriation grant, 6 weeks paid vacation, ete.) 


All applications should be sent to: VA-99-VI-28, Human Resources Management 
Section, United Nations Office at Vienna, Room 1043, Vienna Intemational Centre, 
P.O. Box 500, A1400 Vienna Austria. Telex: 135612 uno a; Fax: (431 26060-5886), 
Closing date for applications: 6 March 2000. Preference will be given to equally 
qualified women, 


NORTHWESTERN UNIVERSITY 
DIRECTOR, 
TRANSPORTATION CENTER 
Northwestern University, a leading private research university with 


campuses in Evanston and Chicago, invites nominations and appli- 
cations for the position of Director of the Transportation Center. 










The director provides leadership for the Center; guides the develop- 
ment and implementation of research, education, and outreach 
programs that link the Center to business, government, and the 
community at large; and secures the resources needed to achieve the 
Center’s mission. 


















Qualifications: An earned doctorate preferred; substantial 
experience in transportation and logistics; experience in or proven 
knowledge of university environment, research, industry, and 
government; strong managerial, organizational, and communication 
skills; ability to work effectively with students, faculty, administra- 
tors, industry representatives, and government officials. Depending 
on credentials and experience, an appropriate faculty appointment 
may be arranged. 


By March 17, 2000 please send two copies of CV with cover letter 
in confidence to; 
Professor Joseph L. Schofer, Chairman 
Transportation Center Search Committee 
Civil Engineering Department 
Northwestern University 
Evanston IL 60208-3109 


Northwestern University is an equal opportunity employer. 













Global Advocacy Director 
£34,975 pa, 3 year contract 


This is an exciting new post that continues our leadership 
and commitment to influencing policy makers at the 
British, Irish, European and global levels an international, 
economic, and social justice issues. 


You wil direct staff in research, analysis and promoting 
agreed advocacy and policy positions. As a member of the 
senior management team, you wil share in strategic 
organsational development and the management of 
resources. You will need to be commited to justice, poverty 
eradication and enable the churches to make a difference. 


You will have management experience at a senior 

level, and hold an appropriate qualification, relating to 
development, economics, politics and ecumenical work. 
Chrisitan Aid is looking for a person who can lead and 
inspire, and who will be a key spokesperson for our 
agenda to build a more sustainable and just society, 
Closing date: 21 Feb. Interview date: 13 March. 
To find out more pease send a 39p SAE (A4 size) marked 
56/ASDI to The Personnel Dept, Christian Aid, PO Box 100, 
London SE1 ZRT or email postal address to 
jnerbert@christian-aid.org 

Christian Aid works with poor communities overseas to nelp Iham overcome 
poverty and improve their own fives. We work with pearie- of all faiths and none, 


We also campaign to tackle the global causes of poverty We. ate an equal 
opportunities employer. Registered charity no. 258008 


ChristiantrAid 


We believe in life before death 































UNOPS @ | untes aon Fico ror Proiect Servcss 


AUG Lender Anerian, atte Fee 





Thay Cheyates Braiding, 
ete York, NY IOIA 


UNOPS - Mine Action Unit 


Request for Expression of Interest 
Mine Action Programme Managers and Related Programme Positions 


The United Nations Office for Project Services (UNOPS) manages and implements technical and 
financial assistance to support nations in their quest for stistainabte development. The UNOPS 
Mine Action Unit (MAU), principal service provider within the United Nations (LIN) system for 
integrated mine action and capacity building programmes, implements mine action programmes 
im collaboration with concerned partners (Department of Peace-Keeping Operations/United 
Nations Mine Action Service (UNMAS), United Nations Development Programme (UNDP) and 
others). The MAU is requesting Expression of Interest for Programme Managers and Related 
Positions for UN mine action programmes worldwide, 
Duties : 
Programme Managers (PM) are responsible for project implementation, including: 
the development of a national plan on mine action and capacity building; 
the supervision of all UN finance, human resources and mine ection operations, 
Related positions involve operations, quality assurance, training, geographical information 
systems for mine databases, mine awareness, victim assistance, finance, administration and 
logistics. 
Qualifications ; 
Fluency iss English, both oral and written, Knowledge of Arabic, French, Portuguese, Russian 
or Spanish could be an asset 
- 10-25 years relevant work experience (depending on position}, part of it im developing 
countries 
For the PM positions, a proven record in management and administration, as well as in public 
relations 
Knowledge of or exposure to mine or unexploded ordnance cheurance operations is essential 
for PM, operations, training and quality assurance positions 
- Demonstrated skills in effectively building/working. in s team and in a moltcultaral 
environment 
Strong communication skills 
Excellent computer skills 
~ Knowledge of the UN system and familiarity with UNOPS procedures in particular is highly 
desirable 
- Be available to take up a position in any of the mine-affected countries worldwide, where 
living and working conditions may be difficult 
Applications ; 
These individuals who meet the qualifications outlined above are invited to register in English 
directly into the general UNOPS personnel roster through the iaternet at Kttp://www.unops.org/ 
under the heading “The Marketplace”. Successful candidates wil be short-listed in the MAU 
personnel database and contacted when vacancies arise. 
Tor more information on the UN's involvement within the global landmine issue kindly visit the 
JN landmine home page at http:/hwww.un.org/depts/Landmine std the UNOPS home page at 
Bit /Awww.unaps.orgy 
UNOPS - Mine Action Unit - 405 Lexington Avenge dth floor -Chrysler uikling «New York NY 10174- USA 








THE ECONOM 




















Office of the 
High Representative 


DIRECTOR OF PERSONNEL, SARAJEVO 


The Office of the High Representative (OHR) was established in 1995 to oversee 
the. implementation of the Dayton Peace Accord in Bosnia and Herzegovina. tts 
Headquarters is in Sarajevo, with offices in 17 other locations throughout Bosnia. OHR 
currently employs about 250 intemationals, some seconded from donor governments but 
some on international contract and about 450 national staff. 


retinas and Aursanities” 





record of “scholarly 
publications and experience in postgradu: aching and. doctoral 
supervision, to fill ; : : i 




















The Robert Schuman Centre for Advanced St 
Economics wish to appoint to a joint chair in economi 












This ds a new key appointment and an opportunity to contribute to a committed and 
| worthwhile organisation in an environment of change. As Director of Personne! you will 
‘work. directly to the High Representative. Candidates should have a successful track 
record in the field of Personnel Management and Human Resources preferably gained in 
-Fan Intemational Organisation, of at least 15 years. 















which involve European policy issues. The salier i 

policy for the future of Euroge is such as to make proven skills in fiscal 
policy analysis of particular value in this appoinim jevertheless, other: 
fields of interest within a European policy fame ar c ; 






Candidates will be expected to develop personnel policies, procedures and practices 
“eonsistent with the rest of the Organisation. Specific emphasis on recruitment of 
personnel both on secondment and on contract and staffing and strategic human 
resources matters. Successful applicants should have a personal gravitas with a ‘can- 
do’ attitude, intellect, energy, integrity, political, diplomatic and cultural skills. Another 
European language and knowledge of relevant employment laws would be useful. An 
attractive remuneration package is offered. 
















opportunity employer. 





To apply, please send (in English) full personal and career details 
with covering letter to: 










Roger Short 
Chief of Staff and Deputy High Representative 
Emerika Bluma 1, 71000 Sarajevo 
Fax: +387 (0)71 447 420 £-mait: application@ohr.int 























Tel: +39-055-4685.332 

Fax: +39-055-4685.444 

Email: applypro@datacomm.iue.it 
Internet: www.iue.it 

Address: European University Institute, Via dei Roccettini 9, +50016 
San Domenico di Fiesole, Italy 





Please quote Reference No. 104/00 











Closing date for applications: 14 February 2000 





Further information about OHR is available from www.ohr.int 










Marie Stopes International is a marketing focused, 
results oriented social business working. in over 30 
countries world-wide to enab'e couples to have children 
by choice not chance and to provide reproductive health 
services. We have two exciting opportunities. to make a 
difference in these key roles. 


DIRECTOR OF ASIA PROGRAMMES 


Federal Housing Finance Board 











2- Executive Employment Opportunities 
($100,153 - $150,230) 
























<- The Federal Housing Finance Board, a Washington DC based, 
‘pon-appropriated Federal Banking Regulatory agency 
- responsible for ensuring the safety and soundness and mission 
‘achievement of the Federal Home Loan Bank System (the 
FHLBank System is a network of 12 district banks that provide 
lending, deposit, and other services to mortgage-lending 
institutions) is seeking to fill two Deputy Director positions in 
the Office of Policy, Research & Analysis. The combined asset 
base of the 12 FHLBanks is in excess of $500 billion. 





To strengthen and develop our regional activities; 
research, develop and sell new projects to funders; 
provide technical support to new and existing 
programmes. You will also manage and develop the 
regional support team and will be required to undertake 
extensive travel from your Central London base, 


SOCIAL MARKETING MANAGER 


To develop & execute non-clinical & clinical social 
marketing strategies, build & maintain donor relations 
and secure funds, you will have the proven ability to 
interpret verbal, written and numerical data, to ‘sell 
ideas and to produce effective proposals and reports. 




























The Deputy Director, Program Assistance Division is 
responsible for providing expert assistance with regard to the 
various aspects of Affordable Housing, Community Investment 
and Membership programs of the FHLBank System. 






















The Deputy Director, Market Research & System Analysis 
Division is responsible for the overall planning, development, 
and management of analyses and information resources related 
to housing, mortgage market. banking, banking regulation, and 
finance issues of the FHLBank System. 


For each position you will rave a projecl/programme 
management background, experience of fundraising and 
institutional donors, keen business acumen and financial 
skills, have worked overseas and be educated to at least 
degree level. Experience gained within the reproductive 
health care sector or a related field would be ideal. 



















Copies of the vacancy announcements outlining the specific 
duties and experience required of these positions as well as the 
“mandatory application procedures can be obtained by calling 
A. -(202) 408-2808 or by accessing the Finance Board website at 

| www.fhtb.gov or USAJOBS at www.opm.gov. EEO Employer. 






In addition, for the position of Director of Asia 
Programmes you will need strong team leadership skills, 
whereas marketing experience would be a distinct 
advantage for the other post. Preference will be given 


to non-smokers. . 
http://www. mariestopes.org.uk 
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INTERNET STARTUPS 


Senior management to chief executive level 





eSouk.com is an Internet startup 
accelerator. Our aim is to create 
innovative Internet businesses, 
bring them to market very quickly 
and help them to raise 
subsequent funding. We provide 
seed capital, a creative 
environment, support and advice, 
and vital business infrastructure. 


Over the next year, we will be 
creating eight to ten new Internet 
companies from scratch in both 
the business-to-business and 
business-to-consumer space. 

We have already helped create 
nutravida.com, a market-leading 
online vitamins store 

(see www.nutravida.com). 

Other projects we have underway 
are an Internet business online 
community, Netimperative.com, 
and an exciting consumer-to- 
consumer marketplace. 


Each of these startup businesses will 
require senior management who wish 
to work in a high-growth 
entrepreneurial environment. 





We have around ten posts to 
be filled in the following 
categories: 

e chief executive 

* operations director 

chief technoloay officer 
marketing director 

chief financial officer 


business development 
director. 








+ 


* 


* 


Exciting opportunities in Europe 


You will be of the highest calibre, 
having a proven track record of 
world-class achievements in 

your sector. 


* You will be energetic and 
open-minded. 


® You will be passionate about 
‘creating a new business. 


* You will be flexible and willing to 
werk in a startup environment. 


Previous internet experience is 

not necessarily a prerequisite. 
Experience of the wider European 
market is a plus for some positions. 


Remuneration packages will be 
excellent. Salaries will vary from role 
to rele and company to company. 
All pasts will carry substantial 
equity-based participation. All our 
businesses are currently based in 
London. You will have to be able to 
work inthe EU. 


Even if you are not ready to leave 
your current position, get in contact 
with us. When you are ready, whether 
that is in six months or two years 
time, we can discuss some of the 
opportunities we have available. 


Send a CV and a brief description 
of your core skills and the sort 

of opportunity you are looking 
for to Azeem Azhar, 

chief executive, eSouk.com, 
tazeernazhar@esouk.com) 

or visit our Web site, 
www.esouk.com, 

for more details. 





TRE BOSOM IS. F 


Arthur Andersen's 


Henley’s DBA Programme, 
run in conjunction with Brunel University, is Global Conference for 
designed to develop personal, consultancy and Educators and Community Le 


research competences in relation to career 


LEARNING FOR THE 21st CENTURY 





objectives. 





April 26-28, 2000 St. Charles, Illinois 


@ Understand the coevolut 
education and business tre 


¢ Russell Ackoff — Professor, 








Yam eee with your DBA Business 
programme. The curriculum is + Peter Block — Author and Cor 
excellent and the students and faculty * Richard Boulton = Arthur A de en 
are outstanding" — Prof. Joseph F Hair, Jr., Planning 
Director, Entrepreneurship Institute, Louisiana State e Peter Drucker — Father of M er 
University, author of Multivariate Data Analysis. ¢ Morton Egol— Arthur Anderser Schoo 
Future E 
This international, part-time programme * Dan Greenberg — Founder of Sudb f 
incorporates research focusing on the School 
management issues facing global commercial * David Langford — School 
and public sector organisations. * Drew Lebby ~ School 
e Nicholas Negroponte ~ a 
"For me, it's the leading edge Lab 
programme for lifetime learners e Mark Russell ~ Humorist y 
wanting to maximise their personal Visit the Arthur Andersen Com t 
potential" — Peter Finnegan, Consultant, Center via videoconference with faci 
DBA participant. learners. This modern version of 
schoolhouse for multiage, self-di recte 
Apart from formal workshops and linkages with evolving toward a learning environment for all ages. 


other institutions, the use of electronic media hs 
Participate in workshops on Global Best 


Practices for learning in schools, higher 
education and business. 


Phone 630-444-4987 


To be eligible, candidates must have an MBA Fax 630-444-4975 
E-Mail school.of.the.future@arthurandersen.com 
www.arthurandersen.com/schoolofthefuture 


enhances networking opportunities globally. 
The programme attracts high calibre candidates 
and contributors from all over the world. 


or equivalent. For more information, please 
contact Jackie Coleman. 


Please send me _ ___.__. registration forms, 
Name (Mr./Ms.) - eee nn ene Siete Sone cr gS tne 
\ Company/Org. __ . 
te, H E N L E Y A Address ___ Te Ar E 
Vag e co et ay ce 
ment State/Country_—s— Zip/Postcode _...— 


Tel: +44 (0) 1491 571454 Telephone 
Fax: +44 (0) 1491 571574 
Email: dba@henleyme.ac.uk 
Internet: www. henleyme.ac.uk E-Mail C 

















Fax 























| Come to the HANNOVER FAIR and 
| experience the true meaning of the word | 
| 
| 
| 





| partnership. Six leading trade fairs with 
| more than 7,500 exhibitors will show- 

| case an unrivalled cross-section of 
industrial technology. 


W Factory Automation 


Mi CeMAT - Materials Handling | 
and Logistics | 

M@ Energy | 

E Surface Treatment | 

a SubconTechnology 

W Research and Technology 











For further information: Areas 
Deutsche Messe AG - Messegelände - D-30521 Hannover -Tel. +49-511/89-0 . Fax +49-511 £89-326 26 - hannovermesse@messe.de 
























































The world’s view of multinationals 


YAKE the bosses of the world’s 1,000 largest 

; companies, accounting for four-fifths of 
world industrial output, and 33 national lead- 
_ers, including the president of the United 
States. Assemble them in a secluded Swiss ski 
resort, and then surround them with gun- 
toting police. Is it any wonder that the annual 
‘meeting of the World Economic Forum in Da- 
vos. this week has become, to some, a sign 
that there is a global economic conspiracy 
perpetrated by the white men in dark suits 
who run the world’s multinational corpora- 
tions? Many people—and not just the folk 
with ponytails and placards who disrupted 
last December's meeting of the World Trade 
Organisation in Seattle~-now think of multinationals as more 
powerful than nation states, and see them as bent on destroy- 
ing livelihoods, the environment, left-wing political opposi- 
tion and anything else that stands in the way of their profits. 

None of this is new. Three decades ago, multinationals 

already widely denounced as big, irresponsible, mono- 

pol istic monsters. But they then went through a period of be- 
‘ing sneered at as yesterday’s clumsy conglomerates, before 
being lauded in the 1990s (including by third-world leaders in 
Davos) as the bringers of foreign capital, technology and 
know-how. Yet now the hostility has returned. One explana- 
tion is the sheer speed at which multinationals have recently 
expanded abroad. This has made them the most visible as- 
pect of globalisation, buying some local firms and driving oth- 
_ers out of business. Even to rich, well-run countries, their 
sheer size can seem threatening. Thus the Irish sometimes fret 
about the fact that foreign firms account for almost half of 
their country’s employment and two-thirds of its output; and 
Australians point nervously to the fact that the ten biggest in- 
dustrial multinationals each has annual sales larger than their 
government’s tax revenue. 

Such clout needs to be used with care, if it is not to be seen 
as:a threat to national sovereignty and democratic account- 
ability. For example, countries may feel that their freedom to 
set taxes as they wish is threatened by the ability of multina- 
tionals to shift profits, or operations, from one country to an- 

“other (see our survey of globalisation and tax in this issue). Ev- 
ery so often, too, a multinational does something stupid. Nike, 
Shell, Enron, Monsanto, McDonald’s: each has recently made 
errors of judgment that united opposition at home and 
abroad. And multinationals face strong incentives to behave 
badly. Thus those in the natural-resource and mining busi- 
ness often cosy up to whichever regime is in power, however 
nasty, in order to protect their investment. Those making con- 
sumer goods frequently flit to whichever country offers the 
best deal on labour costs at the moment. 

“What most companies fear more than resentment abroad, 
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though; is the protest at home: ‘Typically, they 
still employ two-thirds of their wo rkforce and 
produce more than two-thirds | t 
in their home country which, in the 
85% of multinationals, is one of the wealthy 
members of the orcp. Here, they hay 
the easy targets of non-goveram 
nisations (NGos), which underst: 
well the value to themselves, i 
membership, of running a camy 
succeeds in humbling a migh: 
(see pages 25-27). Paradoxically, 
been able to harness both the 
those who believe globalisation d 
and the ill-focused unhappines 
children of the prosperous baby-boom ge 

John Kenneth Galbraith warned their paren 
would soon be run by huge, unaccout 
this new generation seizes on the sim 
books such as Naomi Klein’s “No Log 








Meaning well 


To the well-meaning, ionodk folk 
tinationals, all this is a travesty. The 
Economic Forum has invited represen 
put their case. They try: they set guidelii 
environmental safety and: sexual harassmen’ 
where no such words exist in the local tongue. Their corporate 
morality is a great deal better than that of the average gov- 
ernment: most would kick out a: chairman who behaved like 
Bill Clinton or Helmut Kohl. They are at least as accountable”. 
(to their shareholders and. the law) and a good deal more: 
transparent than the average NGO. 

Individual firms are as capable of doing harm as is any 
other entity. But as a class the multinationals have a good. 
story to tell. In the rich world, according to oEcD research, for- 
eign firms pay better than domestic ones and create new jobs _ 
faster. That is even more true in poorer countries: in Turkey 
for example, wages paid by foreign firms are 124% above ayer- 
age and their workforces have been expanding by 11.5% a 
year, compared with 06% in local firms. Big foreign firms arè 
also the principal conduit for new technologies, as is clea 
from the fact that 70% of all intemational royalties on téch 
nology involve payments between parent firms and their for- 
eign affiliates. As for the environment, most research suggests 
that standards tend to converge upwards, not downwards. 

In other words, the NGos, also as a class, often get their ` 
way. The campaigners need big business as a tic-bird needs a 
wildebeest. By alighting on big companies, they can often © 
force through changes that would be hard to achieve through . 
the political process alone. They can claim a seat at interna- 
tional negotiations, even though they represent nobody but 
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their members. They can even influence what happens in dis- 
tant countries: it is easier to change things in Nigeria by boy- 
cotting Shell than by lobbying the Nigerian government. 
More broadly, the balance of power is not what it seems. 
Big companies now come and go at lightning speed: one-third 
of the giants in America’s Fortune 500 in 1980 had lost their in- 
dependence by 1990 and another 40% were gone five years 
later. Globalisation is as much of a threat to lumbering giants 
as to smaller folk, and often a boon for the nippy little firms 
that create most of today’s new employment and wealth. The 











~ merger waves that attract so much attention, and fear, 









amore 
often reflect defensive efforts by the corporate establishmen 
than the predatory acts of world-dominating devils. 

Multinationals should continue to listen, to try to do ni 
harm, to accept the responsibilities that go with size-an 
wealth. Yet, in the main, they should be seen as a powerfu 
force for good. They spread wealth, work, technologies that _ 
raise living standards and better ways of doing business. Per- 
haps if a few bosses took to the streets with placards, that 
message might more readily get across. 





Four principles by which to judge your breakaway brethren ~ fess 


S THERE a right to secede? Many Chechens, Acehnese, 

Montenegrins, to name but a few, evidently believe so, and 
it is not hard to see why. Governments exist to serve their 
peoples, not vice versa, so if a group of people wish to be gov- 
emed in a unit different from the one presented to them by 
< history, why should they not arrange their affairs according to 
their wishes? This is simply the principle of self-determina- 
tion. Abe Lincoln disagreed with it, but times have moved on. 
Modern, sophisticated states are no longer neurotically at- 
tached to bits of territory. If Norway wants to leave Sweden 
(1905), Ireland to leave the United Kingdom (1921), 14 republics 
to leave a Russian-dominated Soviet Union (1991), Slovakia to 
leave Czechoslovakia (1993) or Eritrea to leave Ethiopia (1993), 
they can do so without a civil war. Good luck to them. 

But what about the people they leave behind, and those 
they take with them against their will? If Catalonia pulled out 
of Spain, or “Padania” out of Italy, would it owe nothing to 
the country it had abandoned? If Quebec quit Canada 


: „against the wishes of its indigenous peoples, would it just be 
tough luck for the Crees, whose lands make up almost half 
= the province? Or should they then secede? And who, inciden- 


tally, is “they”? Does any self-selected group anywhere have 
the right to declare independence? If so, the richest corners of 
many a country—the Acehs, Katangas, Biafras and Bougain- 
villes, maybe even the Belgravias and Beverly Hills—have a 
licence to go it alone, and thus to impoverish their ex- 
compatriots. Even if greed is ruled out as an acceptable mot- 
ive for secession, in favour of mere nationalism, a new profu- 
sion of tiny tribal states might make the world an uglier place. 

Or a prettier one? A few principles are needed. The first is 
that secession should neither be encouraged nor discouraged. 
However painful, it is in itself neither good nor bad: like di- 
vorce, it may make people more content or more unhappy. 
Second, it should be carried out only if a clear majority (well 
over 50%-plus-one of the voters) have freely chosen it, ideally 
in an unbiased referendum held in tranquil circumstances. 


That means that some time should elapse before any vote is 


held in Aceh, so that Indonesia’s new government can show 
itself to be more benign than its brutal predecessor. 

Third, the secessionist territory must offer guarantees that 
any minorities it drags along—Crees in Quebec, say, Russians 
in the Baltic states, or English in Scotland—will be decently 
treated. Common assets must be divided fairly and com- 
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pensation given for any losses. Some new countries should 
also accept restraints upon their sovereignty: Palestine should 
forswear an army, Montenegro might offer Serbia access to 
the sea, Chechnya should respect pipelines across its territory. 

Enough? Not quite. These three principles still leave the 
way open for selfish groups to gouge out micro-states at will. 
It is possible to argue that the resulting world would be no 
worse than the world as it is. After all, globalisation and the 
new supranational clubs mean that sovereignty is increas- 
ingly diffused and nation-states are not as self-sufficient as 
they were. And if Chechnya, say, broke away, so what? Few 
other Russian republics would follow suit, and they would 
anyway be places of little consequence. True, Aceh’s secession 
might lead to a more general unravelling of Indonesia (see 
page 32), and Africa’s fragile polities might crack up com- 
pletely, but maybe that, in time, would all be for the better. 


The trouble with fission 


Maybe. But in the meantime a secessionist free-for-all would 
surely lead to violent instability. States that have successfully 
reassured their minorities would suddenly become tense, as 
formerly quiescent groups (Turks in Bulgaria, Ibos in Nigeria?) 
came to be eyed as potential secessionists. Old-fashioned ter- 
ritorialists, such as China, would go berserk. And if the bullies 
turned nasty, neither the big powers nor the supranational 
clubs could be counted on to come to the rescue. They did, 
eventually, and amid much bloodshed, in. Kosovo and East 
Timor. But don’t bet on similar noble ventures in half a hun- 
dred other places. 

A fourth principle is needed. It is that the secessionists 
should be able to make a reasonable claim to be a national 
group. Nations need not be ethnically based; few are. But 
most have a unifying glue that is the product of language, op- 
pression or some other force of history. On this—admittedly 
subjective—measure, Chechnya would qualify as a nation. So 
would Montenegro (see page 22), which is a republic of Yugo- 
slavia, as Slovenia, Croatia, Bosnia and Macedonia once were. 
East Timor would likewise qualify: until Indonesia grabbed it 
in 1975, it was a Portuguese colony. Aceh, by contrast, would 
not: little except its wealth differentiates it from other Indone- 
sian provinces. A Utopian might:wish it otherwise, but the 
world is not yet ready for secession.on demand. 
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Out of lowa 





_ narrowing down quickly to a two-way fight 


"T FEELS inappropriate to use the phrase that is normal for 
¿such moments during other election campaigns: “they're 
off’. America’s election campaigns seem never to have a 
¿proper beginning, moving as they do from preparatory com- 
mittees to non-declarations to further fund-raising and on, at 
~ last, to declarations—all amid votes by what, to outsiders, 
seem bizarrely small and unrepresentative groups of people, 
` starting with the “straw poll” in Iowa last August and, well, 
‘starting again with the Iowa “caucuses” this week, in which 
fewer than 180,000 people turned out to vote. 

Yet, as is traditional, this small oddity in one of America’s 

least-populated states has carried the proud badge of being 
the beginning of the campaign proper. And, though New 

< Hampshire's vote next week will offer more solid evidence of 
_ how the battle is proceeding, the results in Iowa do offer that 

_ most crucial of assets—or liabilities—in a campaign, namely a 
psychological advantage—or disadvantage. 

‘On that measure, however, the lowa vote was a tad 
dispiriting. Clear victories, and thus psychological advan- 
tages, were won by the candidates who, for as much as two 
years, have always been the nominees-presumptive, namely 
‘Al Gore and George W. Bush. Indeed, there were even signs 
after the vote that Messrs Gore and Bush felt it was already 
time to train most of their fire on each other, rather than on 
their Democratic and Republican rivals respectively (see page 
37). That feeling may change, amid the snows of New Eng- 
land. The hope must be that it will. 

For the most interesting, and potentially healthiest, battles 
are those between the nominees-presumptive and their clos- 

_ est rivals, not between Mr Gore and Mr Bush. An early defeat 


Pray that America’s election debate will stay broad and open, rather than 






of Bill Bradley by Mr Gore, and of John McCain by Mr Bush 
would stifle at birth a debate that in any case has been pain 
fully stunted by the compression of the primary season. 

Ideally, this would be a debate that put some of the big is- 
sues of American public policy squarely in front of the public. 
One would be health care, notably how to improve the car 
available to America’s 40m uninsured. Mr Gore, knowing 
trouble Bill Clinton got into; would sooner play 
The great advantage of Mr Bradley’s prominence so far i 
campaign has been to force health care back on to the ag 

On the Republican side, three issues stand to 
Bush runs swiftly to victory. One is foreign polic 
Mr Bush prefers vagueness while Mr McCain spe 
more forthright way. Another is campaign fin: 
McCain’s trademark issue, but one the well-pa 
(like Mr Gore) would rather not examine: to 
third, and most prominent, is tax. The danger h 
Bush may win too easily with an irresponsi | 
then get stuck with it during the fight against Mr 
summer and autumn. 






























taxes, even though, with the economy steaming ahead, | 
taxes are the last thing America needs (unless they 
nanced by big cuts in spending). Mr McCain’s 
page 38) is at least more responsible than Mr 
publican front-runner has not, it seems, leam 
the 1986 Gramm-Rudman tax reform (which 
supported): that to simplify the tax code, f 








A warming from Ecuador 


Latin American democracy is not in mortal danger, but neither is it thriving 


OR a few chaotic hours last weekend, Ecuador was 

gripped by the kind of tragi-comic political drama that 
was commonplace in Latin America a generation ago, but 
that many hoped lay in the past. Indian farmers joined a 
nationalist army colonel to seize the Congress, proclaim a 
“unta of national salvation”, and force the overthrow of Ja- 
-mil Mahuad, the country’s elected president. The armed 
forces’ commander at first joined the coup, but, pressed by 
the United States, restored civilian government by handing 
the presidency to Gustavo Noboa, the vice-president. 

All’s well that ends well? No. Certainly, bloodshed was 
averted, and democratic appearances have been preserved. 
Mr Mahuad, decent but weak, was deeply unpopular. Ecua- 
-doreans’ living standards have been devastated by disasters, 
natural and financial. Efforts to stabilise the economy were 
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not helped by the mmr, which first encouraged Ecuador to de 
fault on some of its debt, then dallied over coming to its aid. 
Mr Mahuad’s final, desperate, decision to junk: Ecuador's sa 
sucre and adopt the dollar infuriated the Indian. pretesters.. 

But none of that remotely justified his overthrow. In ef- 
fect, Ecuador has seen the first successful Latin American mil- 
itary coup since Haiti’s in 1991. It sets an ugly precedent. Mr 
Noboa, who has pledged to push ahead with dollarisation, 
may for a while fare better (see page 47). But the armed forces 
are now clearly the arbiters of Ecuador’s political life. In fact, 
they began to assume that role in 1997, when they consented 
to the dismissal of another elected president, Abdala Buca- 
ram, though he had at least been (hastily) impeached by Con- 
gress, for “mental incapacity” and corruption. 

Admittedly, Ecuador's politics have long resembled a 
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tropical opera buffa. The country’s deep regional cleavages ex- 
acerbate the fragmentation of its party system, denying its 
presidents reliable legislative majorities, and blocking all ef- 
forts at economic reform. But Ecuador’s coup comes on top of 
other recent setbacks to Latin American democracy. In Peru, 
an autocratic president, Alberto Fujimori, is seeking a third 
term, though all but his own lackeys hold this to be uncon- 
stitutional. In Venezuela, Hugo Chavez, once a coup leader 
and now an elected president (admired by Ecuador's sedi- 
tious colonel), has aroused fears of dictatorship. And Colom- 
: x bia’s democratic government has turned to the United States 

~ for massive military aid in an effort to control leftist guerrillas. 


o Caudillos v consensus-builders 


Some pundits have started to write obituaries for Latin Amer- 
ican democracy. That is mistaken. Worrying as these setbacks 
are, they need to be put in perspective. The authoritarian 
threat is largely confined to the much-troubled Andean coun- 





tries (and Paraguay). Elsewhere, a contrary trend is at work. It 
involves the strengthening of such democratic institutions as 
legislatures and local government, at the expense of all- 
powerful presidents, capable of decreeing market-opening re- 
form from above. That may worry some investors, but it is en- 
couraging a more consensual kind of politics. To take two re- 
cent examples, in both Argentina and Mexico governments 
lacking legislative majorities have approved austere and 
responsible budgets with the support of some of their oppo- 
nents. In many countries in the region, a military coup re- 
mains almost unthinkable. 

Even so, Ecuador offers a warning. The severe recession 
that struck South America last year has damaged, though not 
destroyed, the enthusiasm for both economic reform and 
democratic government. That should not come as a surprise: 
only the naive ever thought democracy would effortlessly 
flourish in countries that are still mostly poor and unequal. 
The good news is that it is not about to wither. 





A peaceful split between Serbia and Montenegro would be fine. Another 


Balkan war would not 


ALF a year on, it looks as though the cries of relief and 

self-congratulation of last summer, after Nato had 
forced Slobodan Milosevic to withdraw his forces from Ko- 
sovo, were premature. Emboldened by Russian energy sup- 
plies and loans from China, the Yugoslav leader looks as con- 
fident as ever. In Kosovo, Nato’s failure to protect minorities, 
or curb crime, has been grist to Serbia’s propaganda mill. And 
there are new war clouds in the skies, this time over Montene- 
gro, which fears it could be Mr Milosevic’s next victim. 

That, at any rate, is the signal western governments are re- 
ceiving from Milo Djukanovic, the Montenegrin president, 
who has evolved over the past decade from loyal supporter 
of the Serbian cause to strident westemiser. Having paid a 
heavy price, economically and militarily, for being the last 
constituent of Tito’s federation to remain yoked to Serbia, 
Montenegro says it now wants closer links with the European 
Union and America; and if that means killing off the creaky 
Yugoslav state, so be it. The other part of Mr Djukanovic’s 
(rather contradictory) message to NATO is that, given the disar- 
ray of Serbia’s opposition, he offers the only real counter- 
weight within Yugoslavia to Mr Milosevic. 

Is this alarmism, or a cynical pitch for aid, on Montene- 
gro’s part? It is certainly true that the bullies of Belgrade have 
been testing Montenegrin resolve in various ways, including 
economic warfare. If Montenegro steams towards full inde- 
pendence, Mr Milosevic may retaliate by stirring up a civil 
war. Montenegro’s Slav majority divides equally between 
those who see themselves as Serbs and those who do not. 

It is easy to imagine another Balkan tragedy unfolding. 
Montenegro declares independence—either after a ballot, or 
in response to'a move from Belgrade to reassert control. If the 
latter, and especially if it involves violence, Nato responds by 
bombing targets in Serbia and perhaps Yugoslav military 
bases in Montenegro. Fighting erupts in Montenegro’s villages, 
but Mr Milosevic denies responsibility. He then provokes 
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even more bloodshed, perhaps victimising Muslims in Serbia. 
Fearing this ghastly turn of events, western governments 
have been urging Mr Djukanovic to tread cautiously—to 
which he retorts that his patience has limits. In fact, his own 
room for manoeuvre is quite small. His coalition partners are 
even keener on independence than he is, while his pro- 
Serbian opponents are in full voice and having some success 
in challenging his authority. They argue that singing a pro- 
western song has done ordinary Montenegrins little good. 
They also point triumphantly to recent claims by Italy's judi- 
ciary that the government is deeply involved in smuggling. 


The West can help 


What can the western world do to reduce the chances of a 
fratricidal war in which narto (for good legal, moral and geo- 
political reasons) might feel obliged to intervene, only to find 
itself unable to stem the tide of blood? The best hope lies in 
trying to strengthen Mr Djukanovic’s hand at home—and at 
the same time to disprove his opponents’ claim that leaning 
westwards gets you nowhere. Throwing aid at a corrupt state 
like Montenegro is a hazardous business, but it should be of- 
fered some carefully controlled humanitarian assistance. Bet- 
ter still, European governments should wean Montenegro off 
smuggling by buying more of its legal exports. 

At the same time, whatever Mr Djukanovic says, the West 
should not write off the hard-pressed dissidents of Belgrade, 
or dismiss their argument that clumsy sanctions against Ser- 
bia may simply strengthen Mr Milosevic’s hand. As it refines 
the art of going after members of the Serbian elite (by denying 
them visas, for example), the West should also be lightening 
the burden on ordinary Serbs, by making it easier for them to 
travel, and making sure the most vulnerable are not hungry or 
cold. Their suffering only strengthens Mr Milosevic—who re- 
mains the main threat to Yugoslavia’s unstable equilibrium. 
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Maybe you should be here t00. sw yae.cs/som 


The opportunity: Europe. 
The investment: Newton. 


Restructuring, consolidation, attractive 
valuations. Continental Europe remains an 


attractive investment theme for 2000. 


The Newton Universal Growth Fund 
Continental European Equity Fund has an 
award-winning performance record. Return 
over 3 and 5 years as at ist December 1999 ona / 
bid to bid basis is as follows:* 


Newton Universal Growth Fund Continental 
European Equity Fund 





Three Years 100.73% 





Five Years 218.53% 


66 We believe that Europe offers some of the 
world’s most promising opportunities for 
enhanced returns through 2000 and that the 
Newton Continental European Fund continues 
to be well placed against this background.39 


For more information eontact Rachael 
Glover Wright in Jersey: 


Tel (+44) 1534 285707 
Fax (+44) 1534 285751 


or Connie Fung in Hong Kong on: 


Tel (+852) 2824 84283 
Fax (+852) 2824 8076 
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Keiran Gallagher, Fund Manager 
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“We have a single aim at Newton: to increase the real wealth of all of our clients.” 











Sins of the secular missionaries 


Aid and campaign groups, or NGOs, matter more and more in world affairs. 
But they are often far from being “non-governmental”, as they claim. And 


they are not always a force for good 


YOUNG man thrusts his crudely 
printed calling card at the visitor. After 
his name are printed three letters: NGO. 

“What do you do?” the visitor asks. 

“Ihave formed an NGo.” 

“Yes, but what does it do?” 

“Whatever they want. I am waiting for 
some funds and then I will make a project.” 

Once little more than ragged charities, 
non-governmental organisations (NGOs) are 
now big business. Somalia, where that ex- 
change took place, is heaven for them. In 
large parts of the country, western govern- 
ments, the United Nations and foreign aid 
agencies cannot work directly; it is too dan- 
gerous. So outsiders must work through local 
groups, which become a powerful source of 
patronage. “Anybody who's anybody is an 
NGO these days,” sighs one uN official. 

And notjust in Somalia. NGos now head 
for crisis zones as fast as journalists do:a war, 
a flood, refugees, a dodgy election, even a 
world trade conference, will draw them like 
ahoney pot. Last spring, Tirana, the capital of 
Albania, was swamped by some 200 groups 
intending to help the refugees from Kosovo. 
In Kosovo itself, the ground is now thick 
with foreign groups competing to foster de- 
mocracy, build homes and proffer goods 
and services. Environmental activists in Nor- 
way board whaling ships; do-gooders gather 
for the Chiapas rebels in Mexico. 

In recent years, such groups have mush- 
roomed. A 1995 UN report on global gover- 
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nance suggested that nearly 29,000 interna- 
tional NGos existed. Domestic ones have 
grown even faster. By one estimate, there are 
now 2m in America alone, most formed in 
the past 30 years. In Russia, where almost 
none existed before the fall of communism, 
there are at least 65,000. Dozens are created 
daily; in Kenya alone, some 240 NGOs are 
now created every year. 

Most of these are minnows; some are 
whales, with annual incomes of millions of 
dollars and a worldwide operation. Some are 
primarily helpers, distributing relief where it 
is needed; some are mainly campaigners, ex- 
isting to promote issues deemed important 
by their members. The general public tends 
to see them as uniformly altruistic, idealistic 
and independent. But the term “ngo”, like 
the activities of the NGos themselves, de- 
serves much sharper scrutiny. 


Governments’ puppets? 


The tag “Non-Governmental Organisation” 
was used first at the founding of the un. It 
implies that NGos keep their distance from 
officialdom; they do things that govern- 
ments will not, or cannot, do. In fact, NGOS 
have a great deal to do with governments. 
Notall of it is healthy. 

Take the aid NGos. A growing share of 
development spending, emergency relief 
and aid transfers passes through them. Ac- 
cording to Carol Lancaster, a former deputy 
director of usap, America’s development 





body, NGos have become “the most impor- 
tant constituency for the activities of de- 
velopment aid agencies”. Much of the food 
delivered by the World Food Programme, a 
UN body, in Albania last year was actually 
handed out by NGos working in the refugee 
camps. Between 1990 and 1994, the propor- 
tion of the Ev’s relief aid channelled through 
NGOS rose from 47% to 67%. The Red Cross 
reckons that NGOs now disburse more 
money than the World Bank. 

And governments are happy to provide 
that money. Of Oxfam’s £98m ($162m) in- 
come in 1998, a quarter, £24.1m, was given by 
the British government and the £u. World Vi- 
sion us, which boasts of being the world’s 
“largest privately funded Christian relief 
and development organisation”, collected 
$55m-worth of goods that year from the 
American government. Médecins Sans 
Frontières (MsF), the winner of last year’s No- 
bel peace prize, gets 46% of its income from 
government sources. Of 120 NGOs which 
sprang up in Kenya between 1993 and the 
end of 1996, all but nine received all their in- 
come from foreign governments and inter- 
national bodies. Such official contributions 
will go on, especially if the public gets more 
stingy. Today’s young, educated and rich 
give a smaller share of their incomes away 
than did—and do—their parents. 

In Africa, where international help has 
the greatest influence, western governments 
have long been shifting their aid towards 
NGos. America’s help, some $711m last year, 
increasingly goes to approved organisations, 
often via usap. Europe’s donors also say 
that bilateral aid should go to NGos, which 
are generally more open and efficient than 
governments. For the UN, too, they are now 
seen as indispensable. The new head of the 
un’s Development Programme says the 
body “will put a lot more emphasis on rela- 
tions with NGos”. Most such agencies now 
have hundreds of NGo partners. 

So the principal reason for the recent 
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boom in NGos is that western governments 
finance them. This is not a matter of charity, 
but of privatisation: many “non-govern- 
mental” groups are becoming contractors 
for governments. Governments prefer to 
pass aid through NGos because it is cheaper, 
more efficient—and more at arm’s length— 
than direct official aid. 

Governments also find NGos useful in 
ways that go beyond the distribution of food 
and blankets. Some bring back useful in- 
formation, and make it part of their brief to 
do so. Outfits such as the International Crisis 
Group and Global Witness publish detailed 
and opinionated reports from places beset 
by war or other disasters. The work of Global 
Witness in Angola is actually paid for by the 
British Foreign Office. 

Diplomats and governments, as well as 
other NGos, journalists and the public, can 
make good use of these reports. As the staff 
of foreign embassies shrink, and 
the need to keep abreast of 
events abroad increases, govern- 
ments inevitably turn to private 
sources of information. In some 
benighted parts of the world, 
sometimes only NGos can now- 
adays reveal what is going on. 

Take, for example, human 
rights, the business of one of the 
biggest of the campaigning: 
NGOs, Amnesty International. 
Amnesty has around ım mem- 
bers in over 162 countries, and its 
campaigns against political re- 
pression, in particular against 
unfair imprisonment, are 
known around the world. The 
information it gathers is often 
unavailable from other sources. 

Where western govern- 
ments’ interests match those of 
campaigning NGos, they can form effective 
alliances. In 1997, a coalition of over 350 
NGos pushed for, and obtained, a treaty 
against the use of landmines. The campaign 
was backed by the usual array of concerned 
governments (Canada, the Scandinavians) 
and won the Nobel peace prize. 

NGOs are also interesting and useful to 
governments because they work in the 
midst of conflict. Many were created by 
wars: the Red Cross after the Battle of Solfe- 
rino in 1859, the Save the Children Fund after 
the first world war, msr after the Biafran war. 
By being “close to the action” some NGos, 
perhaps unwittingly, provide good cover for 
spies—a more traditional means by which 
governments gather information. 

In some cases, NGOs are taking over di- 
rectly from diplomats: not attempting to 
help the victims of war, but to end the wars 
themselves. Some try to restrict arms flows, 
such as Saferworld, which is against small 
arms. Others attempt to negotiate ceasefires. 
The Italian Catholic lay community of Sant’ 
Egidio helped to end 13 years of civil war in 
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Mozambique in 1992. International Alert, a 
London-based peace research group, tried 
the same for Sierra Leone in the mid-1990s. 
Last year, Unicef (a part of the un) and the 
Carter Centre, founded by ex-President 
Jimmy Carter, brought about a peace deal of 
sorts between Uganda and Sudan. There are 
now roughly 500 groups registered by the 
European Platform for Conflict Prevention 
and Transformation. “Civil war demands 
civil action,” say the organisers. 

Larger NGos have pledged not to act as 
“instruments of government foreign policy”. 
But at times they are seen as just that. Gov- 
ernments are more willing to pay groups to 
deliver humanitarian aid to a war zone than 
to deliver it themselves. Last autumn, Amer- 
ica’s Congress passed a resolution to deliver 
food aid to rebels in southern Sudan via 
usAID and sympathetic Christian groups (re- 
ligious NGos earn the labe! r1NGos, and are 


The Red Cross code for NGOs 
The humanitarian imperative comes first EA 
Aid is given regardless of race, creed or nationality on 
_the basis of the need alone 
Aid will not be used to further a particular 
political or religious standpoint 
We shall endeavour not to act as instruments 
of government foreign policy 
We shall respect culture and custom 
We shall attempt to build disaster response 
on local capacities 
Ways shall be found to involve programme 
beneficiaries in the management of relief aid 
Relief aid must strive to reduce future 
vulnerabilities as well as meeting basic needs 


We hold ourselves accountable to both those 
we seek to assist and those from whom we 
accept resources 

10 We shall recognise disaster victims as dignified 
humans, not hopeless objects 








found everywhere). 

Perhaps the most potent sign of the 
closeness between NGos and:governments, 
aside from their financial links, is the ex- 
change of personnel. In developing coun- 
tries, where the civil service is poor, some 
governments ask NGos to help with the pa- 
perwork requested by the World Bank and 
other international institutions. Politicians, 
or their wives, often have their own local 
NGOS. In the developed world, meanwhile, 
increasing numbers of civil servants take 
time off to work for NGos, and vice versa: 
Oxfam has former staff members not only in 
the British government, but also in the Fi- 
nance Ministry of Uganda. 

This symbiotic relationship with gov- 
ernment (earning some groups the tag 
GRINGO) may make the governments of de- 
veloping countries work better. It may also 
helpaid groups todo their jobeftectively. But 
it hardly reflects their independence. 

NGOs can also stray too close to the cor- 
porate world. Some, known to critics as 
“business NGos”, deliberately model them- 


selves on, or depend greatly on, particular 
corporations. Bigger ones have commercial 
arms, media departments, aggressive head- 
hunting methods and a wide array of private 
fund-raising and investment strategies. 
Smaller ones can be overwhelmed by phil- 
anthropic businesses or their owners: Bill 
Gates, the head of Microsoft, gave $25m last 
year to an NGO that is looking for a vaccine 
for aips, transforming it overnight from a 
small group with a good idea to a powerful 
one with a lot of money to spend. 


The business of helping 


In 1997, according to the OECD, NGos raised 
$5.5 billion from private donors. The real fig- 
ure may well be higher: as leisure, travel and 
other industries have grown, so too have 
charities. In 1995 non-profit groups (includ- 
ing, but not only, NGos) provided over 12% of 
all jobs in the Netherlands, 8% in America 
and 6% in Britain. 

Many groups have come to 
depend on their media presence 
to help with fund-raising. This is 
bringing NGos their greatest pro- 
blems. They are adapting from 
shoebox outfits, stuffing enve- 
lopes and sending off perhaps 
one container of medicines, to 
sophisticated multi-million- 
dollar operations. In the now- 
crowded relief market, cam- 
paigning groups must jostle for 
attention: increasingly, NGOS 
compete and spend a lot of time 
and money marketing them- 
selves. Bigger ones typically 
spend 10% of their funds on mar- 
keting and fund-raising. 

The focus of such NGos can 
easily shift from finding solu- 
tions and helping needy recipi- 
ents to pleasing their donors and winning 
television coverage. Events at Goma, in 
Congo, in 1994 brought this problem home. 
Tens of thousands of refugees from Rwanda, 
who had flooded into Goma, depended on 
food and shelter from the un High Commis- 
sioner for Refugees and from NGos. Their 
dramatic plight drew the television cameras 
and, with them, the chance for publicity and 
huge donations. A frantic scramble for funds 
led groups to lie about their projects. Fearful 
that the media and then the public might 
lose confidence in NGos, the Red Cross drew 
up an approved list of NGos and got them to 
put their names to a ten-point code of con- 
duct, reproduced above. 

Since then, NGos have been working 
hard to improve. More than 70 groups and 
142 governments backed the 1995 code of 
conduct, agreeing that aid should be de- 
livered “only on a basis of need”. “We hold 
ourselves accountable to both those we seek 
to assist and those from whom we accept re- 
sources,” they pledged. Yet in Kosovo last 
year there was a similar scramble, with 
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groups pushing to be seen by camera crews 
as they worked. Personnel and resources 
were even shifted there from worse wars and 
refugee crises in Africa. 

As they get larger, Gos are also looking 
more and more like businesses themselves. 
In the past, such groups sought no profits, 
paid low wages—or none at all—and em- 
ployed idealists. Now a whole class of them, 
even if not directly backed by businesses, 
have taken on corporate trappings. Known 
collectively as BINGos, these groups manage 
funds and employ staff which a medium- 
sized company would envy. Like corpora- 
tions, they attend conferences endlessly. 
Fund-raisers and senior staff at such NGOs 
earn wages comparable to the private sector. 
Some bodies, once registered as charities, 
now choose to become non-profit compa- 
nies or charitable trusts for tax reasons and 
so that they can control their spending and 
programmes more easily. Many big charities 
have trading arms, registered as companies. 
One manufacturing company, Tetra Pak, has 
even considered sponsoring emergency 
food delivery as a way to advertise itself. 

Any neat division between thecorporate 
and the nco worlds is long gone. Many 
NGOS Operate as competitors seeking con- 
tracts in the aid market, raising funds with 
polished media campaigns and lobbying 
governments as hard as any other business. 
Governments and uN bodies could now, in 
theory, ask for tenders from businesses and 
NGOs to carry out their programmes. It 
seems only a matter of time before this hap- 
pens. If NGos are cheap and good at deliver- 
ing food or health care in tough areas, they 
should win the contracts easily. 


Good intentions not enough 


It could be argued that it does not matter 
even if Ncos are losing their independence, 
becoming just another arm of government 
or another business. GRINGOs and BINGOS, 
after all, may be more efficient than the old 
sort of charity. 

Many do achieve great things: they may 
represent the last hope for civilians caught in 
civil wars, for those imprisoned unfairly and 
for millions of desperate refugees. There are 
many examples of small, efficient and inspi- 
rational groups with great achievements: the 
best will employ local people, keep foreign 
expertise to a minimum, attempt precise 
goals (such as providing 
clean water) and think 
deeply about the long-term 
impact of their work. Some of 
these grow into large, well- 
run groups. 

But there are also pro- 
blems. NGos may be as- 
sumed to be less bureau- 
cratic, wasteful or corrupt 
than governments, but un- 
der-scrutinised groups can 
suffer from the same chief i 
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In the business of staying in business? 


failing: they can get into bad ways because 
they are not accountable to anyone. 

Critics also suspect that some aid groups 
are used to propagate western values, as 
Christian missionaries did in the 19th cen- 
tury. Many Ncos, lacking any base in the 
local population and with their money com- 
ing from outside, simply try to impose their 
ideas without debate. For example, they of- 
ten work to promote women’s or children’s 
interests as defined by western societies, 
winning funds easily but causing social dis- 
ruption on the ground, 

Groups that carry out population or 
birth-control projects are particularly 
controversial; some are paid to carry out ste- 
rilisation programmes in the poor parts of 
the world, because donors in the rich world 
consider there are too many people there. 
Anti-“slavery” campaigns in Africa, in 
which western NGos buy children’s free- 
dom for a few hundred dollars each, are no- 
torious. Unicef has condemned such groups, 
but American NGos continue to buy 
slaves—or people they consider slaves—in 
southern Sudan. Clearly, buying slaves, if 
that is what they are, will do little to discour- 
age the practice of trading them. 

NGOs also get involved in situations 
where their presence may prolong or com- 
plicate wars, where they end up feeding 
armies, sheltering hostages or serving as 
cover for warring parties. These may be the 
unintended consequences of aid delivery, 
but they also complicate foreign policy. 

Even under calmer conditions, in non- 
emergency development work, not all sin- 
gle-interest groups may be the best guaran- 
tors of long-term success. They are rarely ob- 
liged to think about trade-offs in policy or to 
consider broad, cross-sector approaches to 
development. NGos are “often organised to 
promote particular goals...rather than the 
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broader goal of development,” argues Ms 
Lancaster. In Kosovo last spring, “many gov- 
ernments made bilateral funding agree- 
ments with NGos, greatly undermining 
UNHCR’ ability to prioritise programmes or 
monitor efficiency,” says Peter Morris of sr. 
This spring in Kosovo, “there were instances 
of several NGos competing to work in the 
same camps, duplication of essential ser- 
vices,” complains an Oxfam worker. 

And whatever big international NGos 
do in the developing world, they bring in 
western living standards, personnel and 
purchasing power which can transform 
local markets and generate great local resent- 
ment. In troubled zones where foreign NGOs 
flourish, weekends bringa line of smart four- 
by-fours parked at the best beaches, restau- 
rants or nightclubs. The local beggars do 
well, but discrepancies between expatriate 
staff and, say, impoverished local officials 
trying to do the same work can cause deep 
antipathy. Not only have ngos diverted 
funds away from local governments, but 
they are often seen as directly challenging 
their sovereignty. 

NGOS can also become self-perpetuat- 
ing. When the problem for which they were 
founded is solved, they seek new campaigns 
and new funds. The old anti-apartheid 
movement, its job completed, did not dis- 
band, but instead became another lobby 
group for southern Africa. As NGos become 
steadily more powerful on the world scene, 
the best antidote to hubris, and to institu- 
tionalisation, would be this: disband when 
thejobis done. The chief aim of Ncosshould 
be their own abolition. 
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More dirt 


A party-finance scandal af- 
flicting Germany’s Christian 
Democrats worsened when 
auditors found further sums 
that had not been accounted 
for. A French company, Elf 
Aquitaine, was also accused of 
bribing the party, which ruled 
Germany for the 16 years be- 
fore 1998, in return for con- 
tracts in eastern Germany. 





As the eu prepared for a con- 
stitutional conference next 
month, the European Com- 
mission said majority vot- 
ing should become “the gen- 
eral rule” for eu law-making, 
displacing unanimity. It rec- 
ommended a “double major- 
ity” system: a simple majority 
of countries representing over 
half the ev’s population. 
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A bomb in the Spanish capi- 
tal, Madrid, killed an army of- 
ficer, marking the end of a 
ceasefire by ETA, a Basque 
separatist group. Two days 
later, more than 1m people 
protested in the capital. 


Stipe Mesic, a middle-of-the- 
road candidate, won the first 
round of Croatia's presiden- 
tial election. The candidate of 


lost the general election earlier 
this month, was knocked out. 


In Austria, a coalition gov- 
ernment made up of Wolfgang 
Schiissel’s mainstream conser- 
vative People’s Party and the 
far-right Freedom Party, led by 
Jorg Haider, seemed likely, 
after talks between Mr Schiis- 
sel and Viktor Klima, the cur- 





the former ruling party, which | 








rent Social Democratic chan- 
cellor, had broken down. 


In the lowa caucuses, both 
front-runners emerged trium- 
phant. On the Democratic 
side, Al Gore won 63% of the 
vote to Bill Bradley's 35%. 
Among the Republicans, 
George W. Bush gained 41%. 
His nearest rival, Steve Forbes, 
got 30%. Senator Orrin Hatch 
of Utah, whose persistence in 
the Republican race had baf- 
fled both friends and enemies, 
said he was withdrawing. 


America’s Supreme Court 
ruled in favour of state caps 
on individual donations to 
political candidates. This 
made no difference to the 
flood of “soft” money flowing 
to parties. Both sides of the 
campaign-finance debate 
claimed victory. 


Federal authorities in America 
ruled that, despite a tear-jerk- 
ing visit from his two grand- 
mothers, Elian Gonzalez, a 
disputed Cuban refugee, could 
not return to Cuba for the mo- 
ment. Congress prepared to 
grant him speedy citizenship. 
President Bill Clinton said he 
might veto it. 


Gustavo Noboa, Ecuador's 
vice-president, was sworn in 
as president after his unpopu- 
lar predecessor, Jami] Mahuad, 
was overthrown in a blood- 
less military coup. Mr No- 
boa has backed plans for Ec- 
uador to adopt the dollar. 


President Fernando Henrique 
Cardoso's efforts to cut Bra- 
zil’s fiscal deficit got a 
boost, when the lower house 
of Congress approved a “fiscal 
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Kofi Annan, the uN secre- 
tary-general, went to Moscow 
in the hope of bringing a 
peaceful end to the war in 
Chechnya, where Russian 
troops have been battling sep- 
aratists for four months. 
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About time too 


The un Security Council at 
last managed to agree on who 
should head the new arms- 
inspection body for Iraq. The 
| unanimous choice was Swe- 
den’s Hans Blix, who until 
1997 was head of the Interna- 
tional Atomic Energy Agency. 


} 


responsibility bill” restricting 
unfinanced spending by all 
tiers of government. 


President Andres Pastrana, in 
Washington, said he hoped 
Colombia's rarc guerrillas 
would soon accept foreign 
mediation in peace talks. Mil- 
lions of Colombians switched 
off their electricity for two 
minutes to protest against the 
ELN, another guerrilla group. 


After a heated debate, Egypt's 
parliament passed a law al- 
lowing women to sue for 
divorce on grounds of in- 
compatibility. Previously they 
had to prove ill-treatment. 





Sudan's President Omar 
Bashir sacked his cabinet, 
state governors and senior ad- 
visers but key ministers got 
their jobs back. He also ap- 
pears to be reconciled with 
Hassan Turabi, an Islamist 
ideologue, recently dismissed 
as speaker of parliament. 


Sierra Leone's President Ah- 
med Tejan Kabbah and Foday 
Sankoh, a rebel leader now in 
charge of minerals, said they 
would travel the country to- 
gether urging militias to dis- 
arm and fulfil the terms of last 
year’s peace agreement. 














Islamic law (sharia) cam 
force in Zamfara state i 
Nigeria. Two other stati 
islatures have passed lav 
adopting sharia and thn 
have committees studyir 


Hate thy neighb: 


India’s celebrations to m 
50 years as a republic we 
overshadowed by rising 
sion with Pakistan. Five 
stanis and one Indian w 
killed in a clash in Kashi 
a separate incident, Indi 
Pakistan had fired four r 
into its territory. 





Staff and patients of a TI 
hospital were held host: 
by ten members of a Ka 
ethnic group demanding 
port for their base in My 
mar. Thai soldiers storm: 
hospital and shot dead < 
intruders. 


At least ten people were 
and about 70 injured v 
bomb exploded in a tor 
the north of Sri Lanka. 


Japan's opposition part 
said that they would bo 
parliament. They were p 
that the government hac 
forced through a bill red 
the seats elected by prog 
tional representation, be 
ing, they said, big parties 


Pakistan’s chief justice, S 
Zaman Siddiqi, and five 
Supreme Court judges re 
to take an oath of alle- 
giance to the military a 
istration which replaced 
elected government in a 
last October. He was rep 
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| announced it would merge its 
| record business with that of 





Playing a duet 


Time Warner, an American 
media giant which 


| agreed to the world 


nerger; with America Online, 


MI, a British firm, to become 


| the world’s largest record com- 


ny. The deal was partly in 
sponse to the challenge of 


| direct sales of music over the 
|. Internet, admitted the compa- 
‘nies’ managers. 


Merger and Acquisition 
Consulting, a Japanese in- 


vestment firm, made a hostile 


bid of ¥14 billion ($132) for an- 
| other Japanese company, 

| Shoei, a property and elec- 
“tronics firm. Hostile bids are 
“very rare in Japan. 


Britain’s Natwest, trying to 


| fend off two hostile bids, from 
“Bank of Scotland and 
Royal Bank of Scotland, 
[promised to return up to £7 
‘billion ($11.5 billion) to share- 


holders. sos improved its of- 


fer; but both have until Janu- 


ary 31st to make final bids. 


Poland’s Bank Handlowy 


‘| and BRE shelved efforts to 

-| merge and form Eastern Eu- 

| rope’s biggest publicly quoted 
| bank, after talks with dissent- 
ing shareholders broke down. 


Citigroup quickly emerged as 
a bidder for Handlowy. 


Procter & Gamble, a big 
American consumer-products 
firm, withdrew from talks to 


“take over two American drug 


companies, Warner-Lam- 


“bert and American Home 


Products. This clears the way 


L for Pfizer’s $78 billion bid for 
|. Warner-Lambert. 


€-business 


Deutsche Telekom, partially 


“|: state-owned, announced an 
| initial public offering of 10% of 
“its Internet business, T-On- 
-| line, Europe's largest Internet- 
_ | service provider. The company 


f 





i 





is expected to be valued at up 
to. €4o0 billion ($40 billion). 














Singapore qTelecommunk 
cations and Cable and 
Wireless held talks to discuss 
a merger between HKT, a 
Hong Kong telecoms company 
54% owned by caw, and Sing- 
Tel, the two leaders in their 
own markets. 


France Telecom is taking 
full control of Global One, a 
loss-making corporate-tele- 
coms company, by paying 
$3.88 billion for the stakes of 
Sprint and Deutsche Tele- 
com. The three-way joint ven- 
ture, formed in 1996, has been 
plagued by differences be- 
tween the partners. 


The European Commis- 
sion said it aimed to pass a 
mass of new e-commerce laws 
before the end of this year to 
help the ev catch up with the 
us in the Internet business. 


A subsidiary of Telecom Italia, 
Italtel, a telecoms-equipment 
manufacturer, confirmed it 
was in talks with Cisco Sys- 
tems, America’s dominant 
networking-equipment manu- 
facturer, which wants to buy 
20% of the company, with in- 
vestment funds acquiring a 


| further 60%. 


Gemplus, a French smart- 
card maker, announced an in- 
vestment of up to $500m from 
Texas Pacific Group, an 
American private-equity com- 


pany. The deal will help Gem- | 


plus establish links in the Un- 
ited States, where the smart 
card is yet to be embr. 
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Qualcomm, a mobile-phone 
technology company, said it 
would buy SnapTrack, a 
maker of mobile-phone loca- 
tion-equipment, in an all- 
share deal worth around $1 


| billion. SnapTrack’s. technology 


allows those making emer- 
gency calls to be quickly lo- 
cated, but could also allow. 
customised local advertising. 


| on wireless Internet devices. 


Whoops 


Shares in British Biotech fell 
40% after the release of clini- 
cal-trial results showing that: 
marimastat, its cancer drug, 
had no effect on survival rates 
for patients with advanced 
pancreatic cancer when used 
in combination therapy. 








Coca-Cola said that it 
would cut 6,000 jobs from its 
worldwide workforce o? 


| 29,000, including 2,500 at its 


Atlanta headquarters, after an- 
nouncing a net loss of $45m 
for the last quarter, despite.an 
11% rise in revenues to $4.9 bil- 
lion. The lay-offs are part of a 
wide-ranging restructuring of 
the company by Douglas Daft, 
the new boss, aimed at im- 
proving sales and profits. 


Foreign creditors of Daewoo, 
South Korea’s debt-ridden 
chaebol, have agreed in prin- 
ciple to sell their outstanding 
loans to Daewoo to South Ko- 
rean banks for around 40% of 
the loans’ face value, less than 
had been hoped. Restructuring 
the ailing conglomerate will be 
considerably eased once the 
threat of legal action by for- 
eign creditors i is lifted. 













| Ford, the world’s second-larg- 

est car company, announced 

| that its fourth-quarter profits 

for 1999 rose 73% from the pre- 

vious quarter, to $18 billion, 

and full-year profits to $7.2 

billion, an industry record. 

Car and lorry sales have 

| boomed in America along | 
with the economy. i 





| Ever upwards 





America’s consumers are 
still very optimistic about 
‘their country’s economic pros- 
pects. The Conference Board 
Consumer Confidence Index: 
jumped by three points in De- 
cember to the highest level in, 
its 32 years of existence. 





‘Alan Greenspan, chairman 
of America’s Federal Reserve, 
said he was worried about a 
sharp rise in borrowing to buy | 
shares and said for the first 
time that the central bank is 
considering ways to curb such 

| “margin” trading. : 


Euro-zone inflation rose. 
1.7% year-on-year in Decem- =- 
| ber, its highest since August 
| 1997, as oil prices, which con- 
tinued to hover around a 
nine-year peak, started to < 
make themselves felt. Prelimi- 
nary data from Germany sug- 
gested that inflation in Janu- 
ary may also reach 1.7%, a 
two-year high. 





The euro plumbed new 
depths against the dollar, 
again trading at below parity. 
This meant that, compared 
with the deutschmark, the 
dollar was at its highest rate 
for more than ten yers 
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onset of the 1997 Asian financial crisis worsened a bad 
situation. Consequently, there was a need to study these 
developments in the trade regimes of the Asian econo- 
mies. This book does that. 


After discussing policy-related issues, Asian Exports 
provides an analysis of the past and present trade re- 
gimes in five Asian economies, focusing on the causes 
of the deceleration in 1996 and the impact of the 1997 
financial crisis on export performance. It also suggests 
remedial measures for revitalizing the export sectors in 
these economies. Other areas examined are the determi- 
nants of export growth, how exports influence economic 
growth, why outer-oriented policies matter, and the simi- 
larities in regional export patterns as well as sector char- 
acteristics. The international trading environment and 
recent changes in it—all of which have a direct impact 
on Asian exports—are also discussed. 


Philippine Education for the 21" Century 
1998 Philippines Education Sector Study 


ISBN 971-561-254-7 

Publication Stock No. 080599 

The book is the result of a joint study of ADB and World 
Bank 

Price: US$15 per copy, includes postage 


The Philippine Education Sector Study (PESS) is a 
comprehensive overview and analysis of the main 
issues in the education sector, from basic to higher 
education. The study builds on the 1998 sector study 
and the work of the Congressional Commission on 
Education, assessing progress and pinpointing the 
direction for future reform efforts. PESS focuses on the 
Philippine Government's education and training 
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service 
from my |. 
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South Asia’s ugly truce 


DELHI 


Relations have deteriorated, but India and Pakistan may stop short of war 


| [iem paraded its missiles and tanks along 
with its singers and dancers in the celebra- 
tions in Delhi on January 26th to mark its 
soth anniversary as a republic . But there is a 
grim sense in the capital that the hardware 
may soon be pointed north and west, to- 
wards Pakistan. Relations between the two 
nuclear powers, never good, have worsened 
steadily since Pakistan tried unsuccessfully 
to seize a chunk of Kashmir, a disputed 
northern state, from India last spring. The 
general regarded by India as largely 
responsible for the invasion has since taken 
power in Pakistan in a coup. A group of ter- 
rorists hijacked an Indian Airlines jet in De- 
cember, an operation planned, 
India alleges, by Pakistan. 

More battles, real and rhetor- 
ical, have since erupted. India 
and Pakistan have accused each 
other's armies of crossing the 
“line of control”, which divides 
Indian Kashmir from the part of 
the state administered by Pak- 
istan. India claims that at least 25 
Pakistani soldiers were killed in 
their unsuccessful raid on a bor- 
der post. The defence minister 
said on January 24th that Pak- 
istan’s nuclear weapons would 
not deter India from fighting a 
limited conventional war in self- 
defence. General Pervez Mush- 
arraf, Pakistan's ruler, was as 
blunt: “We will teach [India] a 
lesson” if it crosses the line of 
control, he said. 

Is the “ugly stability” bet- 
ween India and Pakistan about 
to degenerate into something 
still uglier? There is a feeling in 
Delhi that Indian patience with 
Pakistani provocation is about to 
snap. Pessimists point out that 
the prime minister, Atal Behari 
Vajpayee, was humiliated by the 
hijacking, which ended with In- 
dia surrendering three militants 
who had fought Indian rule in 
Kashmir in exchange for the pas- 
sengers’ lives. One of the freed 
men has been touring Pakistan 
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unmolested calling for a jihad (holy war) 
against India. Another has reportedly 
slipped back into Indian-controlled Kash- 
mir, where there is already mayhem enough. 

Militancy in Kashmir has become more 
lethal since Pakistan pulled out in July. Last 
year was a bleak one for killings of Indian se- 
curity personnel in Kashmir’s decade-long 
insurgency. An observer says that the ratioof 
militants to security personnel killed has 
changed from three to one to two to one. 
There is a lot of anger in Delhi, says one ana- 
lyst, and “anger is nota strategy”. 

Stability has hinged mainly on India’s 
willingness to restrain its anger. Pakistan has 





Kashmir—divided, disputed, dangerous 


long supported insurgency in Kashmir, and 
possession of nuclear weapons may have 
made it bolder. You do not have to take In- 
dia’s view of Pakistani perfidy to believe that 
idea. The United States, for example, says it 
has no evidence that Pakistan’s government 
planned the recent aircraft hijacking but ac- 
knowledges that it has provided “general 
support” to groups active in Kashmir, in- 
cluding Harkat ul-Mujahideen, which has 
been linked to the hijacking. Certainly, Pak- 
istan’s army would not have trespassed so 
blatantly into Kashmir last spring without 
the comfort of a nuclear shield. India man- 
aged to expel the intruders without crossing 
into Pakistani territory, winning world sym- 
pathy in the process. 

Now parts of India’s establishment seem 
to be arguing that Pakistan's nukes and a de- 
sire for world approbation should not in- 
hibit India’s response to provocation. Gen- 
eral V.P. Malik, chief of India’s army, said 
recently that India’s restraint “may not be 
applicable to the next war”. 

In contrast with Pakistani soldiers, how- 

ever, Indian military men take 
their orders from the civilian 
government. And until now, at 
least, Mr Vajpayee has ordered 
them to fight back only on In- 
dian territory. One western dip- 
lomat argues that pressure on Mr 
Vajpayee to cross the border, say 
by bombing one of the militants’ 
camps, is less than it was last 
summer, when Pakistan had oc- 
cupied Indian territory and a 
general election in India was in 
the offing. He believes that Mr 
Vajpayee and his foreign minis- 
ter, Jaswant Singh, will continue 
to resist the soldiers and hard- 
liners who want India to retaliate 
more sharply. 

India’s threats may in fact 
make war less likely. Pakistan's 
provocations are intended to 
keep world attention on Kash- 
mir, but it is not in Pakistan’s in- 
terests to push too far. Officials 
in Pakistan acknowledge that it 
has nothing to gain from a war, 
especially when it faces interna- 
tional pressure to restore democ- 
racy and to fight terrorism, and 
needs foreign loans to keep its 
economy going. 

The most influential out- 
sider of all, Bill Clinton, is about 
to step into this mess. An an- 
nouncement is expected any 
day now, of dates for the first 
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visit by an American president to South Asia 
in 22 years; it will probably take place in the 
second half of March. The original idea had 
been to correct America’s neglect of India, a 
friend of the Soviet Union during the cold 
war (though Bangladesh is also thought to be 
on the itinerary). America wants to improve 
ties to the second-most-populous nuclear 
power and to get India to uphold interna- 
tional non-proliferation agreements, espe- 
cially the Comprehensive Test-Ban Treaty. 

After the flare-up between India and 
Pakistan, the bridge-building visit is in dan- 
ger of turning into a fire-fighting mission. Mr 
Clinton’s advisers seem undecided whether 
to put Pakistan on the president's itinerary. 
India has been hoping that the coup, the hi- 
jacking and stern American words about 
links between agencies of government and 
Harkat ul-Mujahideen will persuade Mr 
Clinton to shun Pakistan. But the United 
States has been reluctant to isolate Pakistan, 
for example, by branding it a state supporter 
of terrorism, lest that should set off unrest in 
which even more objectionable leaders 
could supplant General Musharraf. 

If, however, Mr Clinton does visit Pak- 
istan, especially without some big conces- 
sion by the Pakistanis, India is bound tocon- 
clude that America is so worried about war 
that it will try brokering peace. Pakistan 
would claim that as recognition that Kash- 
mir is dangerous enough to warrant interna- 
tional intervention. India would seethe. 

There is little hope of Pakistan and India 
making peace on their own any time soon. 
Amid the sabre-rattling, General Musharraf 
has been suggesting that they should at least 
start talking. Like every other Pakistani 
leader, he insists that Kashmir is the main is- 
sue. He recently told the Hindu, an Indian 
newspaper, that issues of more interest to In- 
dia could be discussed at the same time. In- 
dia says there is no point in talking again un- 
til Pakistan stops cross-border terrorism. 
This the general is unlikely to do. South Asia 
will therefore be lucky to keep the violence at 
its current horrible pitch. 
= = — 


KARACHI 


HE trial of Nawaz Sharif, Pak- 

istan’s deposed prime minister, 
at last opened on January 26th ata 
special “anti-terrorism” court in 
Karachi. But the first day’s proceed- 
ings were overshadowed by a deci- 
sion by Pakistan's chief justice, 
Said-uz Zaman Siddiqi, and five 
other Supreme Court judges, to re- 
fuse to take an oath of allegiance 
that would have in effect bound 
them to the army-led administra- 
tion that has run the country since 
the coup in October. All the judges 
stepped down and the chief justice 
was replaced. 

The events in the Karachi court 
and the Supreme Court are not dir- 
ectly connected. However, the Su- 
preme Court is considering a claim 
by Mr Sharif that the military gov- 
ernment is illegitimate. A judge 
who took the oath of allegiance 
would find it difficult to concur. 

It seems unlikely that the 
judges’ resignations will bring any 
comfort to Mr Sharif, who is ac- 
cused of attempted murder, hijack- 
ing an aircraft, kidnapping and ter- 
rorism. The charges carry a possible 
death sentence. It is contended thatan air- 
craft carrying General Pervez Musharraf 
home from Sri Lanka was refused permis- 
sion to land by Mr Sharif’s government, 
endangering the lives of the 200 people 
aboard, including the general, now Pak- 
istan’s military ruler. On the first day of 
the trial, Aminullah Chaudhry, who was 
Pakistan's civil aviation chief under Mr 
Sharif, said he had been instructed not to 
let General Musharraf's aircraft land any- 
where in Pakistan. It was to be diverted to 
Ex Middle East. The aircraft did in fact 
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Sharif should be worried 








land in Karachi because, while it was in 
mid-air, the army launched acoup. 

This week’s events are an echo of Pak- 
istan’s gloomy past. Several judges during 
the dictatorship of General Zia ul Haq, the 
last soldier to rule the country (from 1977 
to 1988), refused to take similar oaths and 
lost their jobs. General Zia also put on trial 
the prime minister he had deposed, Zulfi- 
kar Ali Bhutto. Despite international pleas 
for Bhutto’s life to be spared, he was 
hanged for, it was alleged, ordering the 
murder ofa political opponent. 








Indonesia 





A president on a limp mission 


SABANG 


President Wahid finds little to offer his increasingly restive provinces 


r WAS an inappropriate place for an inap- 
propriate ceremony. Indonesia’s presi- 
dent, Abdurrahman Wahid, was making his 
first visit as head of state to the troubled 
western province of Aceh, where thousands 
of people have died in fighting between sep- 
aratist guerrillas and the security forces since 
the 1970s. Mr Wahid had been under pres- 
sure tocome since beingelected last October. 
The local people have intensified their de- 
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mands for a referendum on independence, 
similar to the vote held last year in East Ti- 
mor, which has now broken away to become 
a separate state. 

A huge demonstration in the provincial 
capital, Banda Aceh, last November height- 
ened anxieties that Indonesia was beginning 
to disintegrate, especially when sectarian vi- 
olence also erupted in the Molucca islands. 
After postponing the visit several times, Mr 


Wahid eventually decided to go on January 
25th, having confidently predicted in a televi- 
sion interview that the conflict in the region, 
and the killings between Christians and 
Muslims in the Moluccas, could be resolved 
within a matter of months. 

Yet his visit turned out to bea huge disap- 
pointment for the people of Aceh. Mr Wahid 
travelled not to Banda Aceh, but to Sabang, a 
remote island off the province’s northern 
coast. He did this, it is believed, because of 
concerns for his safety. Sabang has not ex- 
perienced the almost continual violence that 
has afflicted the rest of Aceh. The locals 
seemed rather bemused that he had chosen 
their small island for a visit of such signifi- 
cance. Only a few hundred people turned 
out to give a half-hearted cheer as the presi- 
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Political observers in the 
province also expressed their 
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dent’s motorcade sped through the main 
town toa parade ground beside the port. 

Here there were yet more surprises in 
store from Indonesia’s unpredictable presi- 
dent. Instead of holding talks with commu- 
nity leaders or with members of the guerrilla 
movement on ways to find a solution to the 
conflict, which is what most people had 
been expecting, Mr Wahid gave a speech toa 
selected audience of dignitaries. He told 
them that Sabang’s former status as a free 
port would be restored. He also promised 
economic aid. Any reference to the matter of 
secession was limited to banal appeals to the 
local leadership to resolve the problem 
themselves and to expressions of confidence 
that they would soon doso. 

In less than three hours, Mr Wahid was 
back on his aircraft and returning to the capi- 
tal, Jakarta. Hundreds of heavily armed pol- 
ice and troops, who had been patrolling the 
streets, also quickly packed up their equip- 
ment and headed back to the mainland. “I 
am alittle disappointed,” said one local poli- 
tician tactfully. “A dialogue would have 
been an opportunity for us to express what 
we want, which would have been good for 
us as Acehnese people, and it would also 
have been good for the president.” 


Movementare suspected of hav- 
ing carried out the attack. 

As Mr Wahid was visiting Aceh, his vice- 
president, Megawati Sukarnoputri, was trav- 
elling in the Moluccas. But her visit revealed 
little more about the government's ideas for 
ending the Muslim-Christian fighting there. 
To be fair, both Aceh and the Moluccas 
present complex problems, not least because 
the armed forces, which the government 
must rely on to keep the peace, have long 
been accused of stirring things up and com- 
mitting atrocities. On top of that, the Free 
Aceh Movement will accept nothing less 
than independence. Many student and reli- 
gious leaders say they will negotiate with the 
government only if a referendum on inde- 
pendence is on the agenda. 

Mr Wahid has already ruled this out 
categorically. He believes that, if Aceh were 
to become independent, it could lead to the 
break-up of Indonesia. And he is right: if 
Aceh went, many other regions, such as Irian 
Jaya, would also ask to leave. Moreover, 
Aceh’s secession would be a devastating loss 
to the national economy: it produces much 
of the nation’s gas and oil. 

Some steps have been taken to appease 
the Acehnese. An official inquiry is currently 
investigating some of the most serious alle- 
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gations of atrocities that have been levelled 
against the armed forces. A number of sol- 
diers are expected to go on trial shortly. The 
government has also announced that more 
meney will be given to provinces such as 
Aceh and Irian Jaya, as well as more auton- 
omy. It may be that Mr Wahid hopes that his 
steps to improve the local economy in Aceh 
will undermine the independence cam- 
pa:gn there. That is a huge gamble. But it may 
beall he is prepared to offer. 


———) 


Thailand 


God, what an 
army 


RATCHABURI 


T DAWN on January 24th, ten armed 
young men slipped across Thailand's 
border with Myanmar and hijacked a bus. 
They seemed confused, unsure of where to 
go, and anxious to get medical attention for 
comrades who had been injured in several 
days of fighting with Myanmar government 
troops. Eventually the hijackers descended 
on a hospital in the provincial capital of 
Ratchaburi. They stormed the emergency 
room and surgical ward. trapping inside 
about 900 patients and staf. 

It soon emerged that the kidnappers 
were members of God’s Army, a funda- 
mentalist Christian group based in a region 
of Myanmar populated by ethnic Karen. The 
group had broken away from the main Ka- 
ren guerrilla organisation, which has long 
been fighting for a separate state. The figure- 
heads of this splinter group are 12-year-old 
cheroot-smoking twins, Johnny and Luther 
Htoo. The black-tongued twins, whoare sup- 
posed to possess divine fighting powers, 
stayed in the jungle with other followers. 

Among the group, however, were three 
or more of the student rebels who had seized 
the Myanmar embassy in Bangkok last Octo- 
ber. They had been set free in return for re- 
leasing their hostages unharmed. They had 
taken refuge with God’s Army in Myanmar. 

In the confusion within the hospital, 
many of the hostages managed to escape, 
and several policemen were able to enter, 
disguised as patients or doctors. One genu- 
ine doctor successfully completed a brain 
operation on a ten-year-old child. 

When the group announced their de- 
mands, it became clear that, in addition to 
wanting doctors to treat their wounded, they 
were angry with Thailand’s soldiers. Since 
the hostage-taking at the embassy, the Karen 
and other rebel groups fighting Myanmar’s 
military regime have been prevented from 
using Thailand as a sanctuary. Thai forces 
have shelled God’s Army positions to keep 
the guerrillas inside Myanmar. 

Within 24 hours, the hostage drama was 
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Direct foreign investment 
Gung ho on globalisation 

Multinationals much reviled on the streets of 
Seattle during the WTO's November meeting 
might take comfort in that countries making 
progress against poverty are still happy to have 
them. Take Hungarians, who readily 
acknowledge in the local vernacular of having 
come from a point “lower than a frog's 
bottom” to the doorstep of the EU in large 
part because of foreign direct investment. 

“Hungarians are fairly pragmatic people, 
avers Péter Balas, deputy state secretary in the 
Ministry of Economic Affairs. “All 
parliamentary elections this past decade prove 
this. Extremism gets very little support here.” 

Thar elections have propelled to power 
successive governments from both sides of the 
political divide, each of which has served its 
full rerm, is testimony to political stability. 

Even more rare is the political maturity 
successive governments have manifested: 
regardless of how much aversion an incoming 
regime harboured toward its predecessor, it 
always carried out the country’s major 
commitments ~ repayment of state debt; rapid, 
market-based privatisation; NATO 
membership and early EU accession. Now that 
the private sector accounts for 75% GDP, Mr 
Balas says, “the transition to a market 
economy is essentially completed.” 

Nothing demonstrates this more clearly than 
the level and nature of foreign direct investment, 
$21 billion of which has flowed into the 
country since 1990, the highest level per capita 
in Central and Eastern Europe. According to 
Ernst & Young's European Investment 
Monitor 1998, the latest available, Hungary 
accounted for 5% of all FDI projects, on par 
with Ireland and not far behind Germany's 8%, 

Much of this investment is concentrated in 
the technologically advanced, export-orientated 
automotive, electronics and informatics sectors, 
which has contributed to the dramatic shift of 
the composition and direction of exports. Ten 
years ago exports mostly comprised industrial 
semifinished products, raw materials and 
agricultural commodities. Last year 85% were 
highly processed products, with machinery and 
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transport equipment accounting for 35%, Low 
value-added or commodity type products, 
including the stagnating agricultural and food 
gene a strength ~ 


products sector - pot 





shrank to below 15 
of its 
imports are with EU countries, replacing 


75% of Hungary's exports and 65% 


former Soviet markets, This economic 
reorientation was demonstrated by Hungary’s 
continued rapid economic growth throughout 
the Russian financial crisis of 1998. 
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a rgest foreign direct investors: in Hungary 


Magy: itom (Ameritech, Deutsche Telek kom) $4397 
Genera! Electric 776 
RWE Energie pase 720 


440 
430 
384 
“804 
200. 
800 
900. 
270 
270 
260 











The Vienna Institute for Comparative 
Economic Studies projects Hungary's GDP 
growth to accelerate from an estimated 3.7% 
in 1999 to 4.0% in 2000. The larest GDP 
figures indicate that growth could even reach 
5-6% this year, according to György Matolcsy, 
the new minister of economic affairs. 

Il of this would have been unthinkable 
without FDI, initially attracted to Hungary by 
its high-quality, productive and stable labor 
force that loses very few days due to strikes. 
Just as important are strategic considerations, 
such as Hungary's central location between the 
huge west European market and as a foothold 


for expansion to markets to the east and south, 


The trend is set to continue. A panel of 
economists assembled by Central European 
Economic Review to compare the region’s 27 
economies on ten factors voted Hungary the 
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best overall investment destination for 2000, 
reckoning it to be in first or second pasition in 
eight of the ten factors ~ economic strength, 
business ethics, integration into the world 
economy, liquidityfease of buying equities, rule 
of law, productivity, currency stability/ 
investment climate and political stability. 

As the bulk of Hungary's privatisation has 
taken. place, new FDI is now coming from 
teinvestment by profitable operations of 
existing multinational investors, greenfield 
projects and medium-sized foreign investors. 
Another trend is the development of a 
domestic supplier base supporting FDI 
operations, organically linking indigenous 
world economy. 

“Initially, multinationals operated like an 
island,” says Mr Balás, “sourcing nearly all 
materials from abroad, labour being the only 
indigenous ingredient.” But gradually 
Hungarian content has increased. “At Suzuki, 
for instance, local content has grown to 40% 
from around 10% at the start in "91,” notes 
Mr Balas. That means a lot to Hungarian 
small and medium-size enterprises and their 
employees. Definitely a message worth bringing 
up at the next debate on globalisation. 


Hungarian firms to the 


Matav 
Hello? Please cancel my monopoly 

When a trustbuster goes after a cornered 
market, that’s business as usual. But when the 
holder of a national telephone concession says 
it had enough, that is worth a double-take. 

The state granted such a concession to 
Matáv in 1993 for eight years, until the end of 
2001. Since then in a two-stage, $1.7 billion 
privatisation MagyarCom, a consortium of 
Deutsche Telekom and Ameritech, established 
a stake of 59.5% — with the government 
retaining a golden share. 

Now, Matdy has served notice that it would 
like to move up liberalisation by a year. 

The move makes sense for a number of 
reasons, One is logistical. EU conform telecom 
policies, which take some time to implement, 
must be firmly in place before accession. 
Another is operational. As a monopoly, Matav 
is subject to regulations, including pricing. 
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Matav’s boss Elek Straub says, “the problem 
is not with the size of rate adjustments, but 
with the inflexibility and temporisation 
inherent in any bureaucratic process.” The 
company also is subject to cumbersome public 

procurement rules. 

= Matav’s expansion initiatives are also 

“circumscribed, currently barring diversification 

“into cable television, a hot area. 

i0 Mr Straub puts customer perception of the 
company high on the list of items he hopes will 

“be improved by liberalisation. “It is very 
important for us what the public thinks of us, 
and ‘our monopoly status impedes our ability 

“to improve our image.” 

1o Infact the public would likely benefit from 
early liberalisation, which will improve service 
anid lower overall prices. Matav has begun to 
¿revamp its tariff structure to make it EU- 
compatible (and increasingly competitive), 
recently announcing a nearly 50% hike in the 
basic service charge while allowing usage fees 
to trail inflation projections by 2.5-3.5 

» percentage points, substantially under what 
regulators had approved. For customers whose 
finances might be strained by the higher base 

fee, Matáv is introducing a budget package 
based on limited outgoing usage. 

The new rate structure may be indicative not 
only of where Matáv is headed with its PR 
policy, but also future market dynamics. It may 
also put a few regulators out of a job. 


Securities markets 
Birthday bounce on the bourse 
Zsigmond Járai, Hungary's current finance 
minister, drew polite smiles in October 1987 
when he told western visitors of his dream to 
expand a fledgling securities quotation system 
into a stock exchange one day. Who would 
have thought then that three years later he'd 
~ be. the founding chairman of the Budapest 
Stock Exchange? 

Launched in 1990, it wasn’t until 1994-96 
that the BSE hit its stride after a spate of 
privatisation-spawned offerings of Matav as 
well as chemicals and pharmaceuticals firms. 
The BUX share index has hardly paused since, 
helping to toast the exchange’s tenth 
anniversary year by breaching the 10,000- 
mark, a tenfold appreciation since its launch. 
Today there are about 70 equity issues on the 
exchange, 90 open-end funds, plus futures and 
corporate- and government-bond trading. 

While subject to external event-driven 
volatility, recovery from corrections caused by 
the Russian financial crisis and the wars in 

` Bosnia and Kosovo was quick. The 
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explanation might be in the fundamentals. 
First, several BSE-listed companies can be 
categorised as “big-cap Blue Chips,” that have 
rapidly driven up liquidity and the BSE’s 
capitalisation to 30% of GDP, the highest in 
Central Europe. And if that trails the 80-100% 
levels of many EU countries, fine: it leaves 
more room for growth. 

“BSE as a result has been a very easily 
investable market,” says Tamas Szalai, senior 
analyst for Concorde Securities in Budapest, 
“as improved efficiency from restructuring has 
been supplanted by organic growth. Size alone 
has attracted many foreign institutional 
investors to stocks listed on the BSE as 
opposed to other bourses in the region.” 


Source: Budapest Sok Exchange 


“The economic watershed event was the 
reform package of 1995,” says Istvan Zsoldos, 
Concorde’s senior economist, “whose 
stabilisation effects ~ slowing inflation, 
sustainable budget and current account deficits 
— have continued to the present.” 

Concorde cites the financially troubled 
health care system, which negatively impacts 
the pharmaceutical sector, as an area ripe for 
reform. But Mr Szalai remains bullish: “EU 
convergence will drive the future and will 
naturally favour long-term investment inflows.” 

However, some see trouble over Hungary’s 
increasing public sector spending as highlighted 
in a recent report of Wood & Co. analysts 
Marcin Mroz and Krzysztof Bledowski, who 
don’t believe the country can meet its budget 
deficit target of 3.5% of GDP. Nevertheless 
Wood also remains upbeat overall and expects 
Hungary “to remain one of the fastest growing 
economies in the region in 2000,” with foreign 
direct investment covering much of the 
expected trade deficit. 

Reason enough for celebrations in the house 
that Járai built. 
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over. Thai commandos moved in and 
killed all ten rebels. Some were shot in 
the head at close range, though they 
offered no resistance, said some of the 
hostages. Thai military officials de- 
nied that the kidnappers had been 
murdered. 

The fierce military response was 
very different from that in the em- 
bassy incident, for several reasons. 
The first was outrage at the group’s 
capture of a hospital. The embassy 
was technically part of Myanmar and 
the gunmen who took it over were de- 
scribed by a Thai minister at the time ab 


as “students fighting for democracy”. Jungle fighters about to die 


But this group was seen as rag-tag jun- 
gle fighters. Thailand’s prime minister, 
Chuan Leekpai, described the incident as an 
ungrateful act by a group that had been tak- 
ing shelter on Thai soil. 

Another reason was deterrence. The Thai 
government took a chance when it released 





| 
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| VERY year or so, Japan’s loony right 
meets for an orgy of collective amnesia. 
| They eat, drink, sing patriotic verses and 
| deny that the emperor's soldiers butchered 
thousands of innocent people when they 
stormed through China in 1937. At their lat- 
est gathering on January 23rd, held—to the 
great embarrassment of the local 
mayor—at the Osaka International Peace 
Centre, they managed to do what they 
| have not been able to achieve in ages: stir 
| upahoret’s nest of interest. 
| The ultra-nationalists’ main bone of 
contention is that the Rape of Nanking, 
during which the Chinese claim some 
| 300,000 men, women and children were 
slaughtered, was a figment of foreign pro- 
paganda. The international military tribu- 
nal held in Tokyo after the Japanese sur- 
render in 1945 put thedeath toll in Nanking 
at140,000. In recent years, the right’s efforts 
to rewrite history has diminished as youn- 
ger Japanese have found their rantings ob- 
noxious. Besides, serious scholars in Japan 
and elsewhere reckoned they had man- 
aged to piece together what had really hap- 
pened. The atrocities, they think, probably 
involved 40,000-60,000 deaths. 

All this seemed to have laid the myth of 
innocence to rest. At least it had until “The 
Rape of Nanking” was published in 1997 by 
Iris Chang, an American author. She 
| claimed the number of victims was 
260,000-350,000. Even though scholars 
have taken issue with her over the way in 
which she arrived at her numbers, her 
claims have fuelled the paranoia among 
the ultra-nationalists and encouraged fac- 





Ghosts from China and Japan 


the hostage-takers last October, hoping it 
would not provoke more incidents. Now 
that it has, a firm stand was needed. “It is a 
statement from Thailand that you can no 
longer do this kind of thing to us,” said the 
prime minister’s national security adviser, 


tions in China, who still reckon that the 
atrocity can provide justification for some 
sort of moral blackmail against Japan. It 
does not. When Jiang Zemin, China’s presi- 
dent, visited Tokyo in 1998, he publicly 
demanded, and failed to get, another apol- 
ogy from Japan for its past aggression. 

This miscalculation by China has 
marred relations between the two coun- 
tries ever since. Even so, the belief seems to 
persist in Beijing that the Chinese need to 
show that they suffered more from the im- 
perial army than the Japanese did from the 
allies. Under this cynical calculus, the hu- 
man tragedy at Nanking has therefore to be 
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Buried alive in Nanking 









Prasong Soonsiri. The incident seems» 
to have had some effect across the 
border: on January 27th, the main Ka- 
ren guerrilla group announced it had 
anew, more moderate leader. 

Yet it is far from an end to Thai- 
land’s Myanmar-inspired troubles. 
Thailand must still cope with the 
100,000 or so refugees and about half 
a million illegal workers who have 
crossed into the country from Myan- 
mar. It has also witnessed a recent 
flood of cheap drugs from next door. 
The Thai authorities used to see the 


«| ethnic insurgents that operated along 


the border as something of a buffer 

against Myanmar’s security forces. 
Clearly, no more. Thailand is taking firm 
control of the frontier. And those Thais who 
want to engage the Myanmar regime in a 
more direct manner will have been strength- 
ened in their convictions. 


seen as greater than the number of deaths 
caused by the atomic explosions at Hiro- 
shima (where 140,000 civilians died) and 
Nagasaki (70,000). Hence the Chinese gov- 
ernment’s official figure of 300,000 deaths 
at Nanking. 

The Chinese government, along with 
Chinese communities in Japan, called for 
the weekend’s forum to be cancelled, de- 
spite Japan's constitutional guarantees of 
freedom of speech for all—right-wing loo- 
nies included. In China, protesters took to 
the streets to condemn the Japanese ex- | 
tremists for claiming that the atrocity was 
“the biggest lie of the zoth century”. Unfor- 
tunately, reinvigorated by all the fuss, Ja- 
pan’s ultra-right are now cranking up their 
efforts to have the pages on Nanking torn 
from their country’s history books. 
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In the heartland, contrary winds 


DES MOINES 


Bradley chilled, Gore heartened, Bush unsurprised: the lessons, and the 
doubts, thrown up by the voting in lowa 


HE main result of lowa’s voting, if you 

are a realist, is that it probably brings the 
expected presidential contest between Al 
Gore and George W. Bush a step closer. The 
front-runners’ own reactions showed that 
they are already thinking this way. Even as 
they savoured their midnight victories—Mr 
Bush’s distinctly the more modest—both 
men looked beyond the nomination process 
and began attacking one another. 

This might smack of over-confidence. 
The voting season has barely begun, and the 
unpredictable New Hampshire primary is 
just around the corner. The campaign will 
change many times between this week and 
the vote that really matters, in November. 
Yet, even as the memory of the lowa cau- 
cuses fades and the campaign moves on, it is 
worth reflecting on some lessons that lowa 
holds for the rest of the nomination process 
and the general election beyond. 

First, as Bill Bradley said, “Iowa rewards 
entrenched power.” In a small state, where 
fewer than 10% of the 1.8m registered voters 
turned out to show their preferences on the 
usual freezing winter's night, the established 
power of party organisations and unions 
proved decisive on the Democratic side. The 
local branch of the Service Employees Inter- 
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national Union trundled around the state in 
a purple truck stuffed with laptop comput- 
ers which volunteers used to locate union 
members and then to e-mail them into vot- 
ing for Mr Gore. Largely as a result of such 
help, he won 63% of the vote. 

By American standards, Iowa is heavily 
unionised. More than a quarter of Demo- 
cratic households have at least one union 
member. Union influence will be less impor- 
tant in New Hampshire, where cussed liber- 
tarian voters glory in snub- 
bing establishment figures. 
But Iowa could prove more 
like the nation as a whole, 
where organisational power 
counts for much more than a 
sudden surge of popularity. 

This was true, too, on the 
Republican side, where sheer 
local organisation—or the 
lack of it—had much to do 
with the closeness of the re- 
sult. Mr Bush’s team, so seem- 
ingly formidable as a govern- 
ment-in-waiting, proved less 
powerful in the mundane 
business of getting supporters 
tothecaucus meetings. Before 


Strolling on 





the result, some local worthies, such as Terry 
Branstad, a former governor of lowa, had 
forecast that Mr Bush would defeat Steve 
Forbes, his nearest rival in Mr McCain’s ab- 
sence, by a Gore-like two to one. He fell far 
short of that. Instead, it was Mr Forbes, a bil- 
lionaire publisher, who showed what lavish 
spending, allied to a committed and organ- 
ised group of supporters, could do. 

Thanks to a grass-roots movement put 
together by conservative religious groups, 
Mr Forbes won a surprising 30% of the lowa 
party’s vote, giving him a claim to be the 
right’s standard bearer, albeit one disputed 
by Alan Keyes (see Lexington). In particular, 
Mr Forbes won the support of 41% of those 
who listed abortion as their most important 
concern, three times as many as Mr Bush. 
And he was backed by nearly as many Chris- 
tian conservative voters. 

Since Mr Bush’s appeal depends largely 
on his reputation as a winner, he probably 
did just about well enough. His qualified vic- 
tory, though, reveals the second general les- 
son of the vote. Both front-runners are being 
damaged by the primary battles, and the 
damage could get worse. In most American 
campaigns, the candidates begin by lurching 
to the extremes in order to appeal to the 
party faithful during the nomination pro- 
cess; they must then scramble back to the 
centre to attract voters during the general 
election. This time, unusually, both men 
sought to run general-election campaigns 
from the start. lowa has knocked them to- 
wards the extremes again. 

Under pressure from Mr Forbes, Mr 
Bush conceded, for the first time, that he 
would supporta constitutional ban on abor- 
tion, without exceptions. Under pressure 
from Mr Bradley, Mr Gore said that he 
would move towards allowing homosexuals 
to serve openly in the armed forces. These 
are the sorts of “wedge issues” that the front- 
runners originally sought to 
fudge in order to look mod- 
erate, not divisive. 

Mr Gore has the better 
hope of ridding himself of 
his challenger and getting 
back to the centre quickly. 
Mr Bradley failed to give the 
lowa party faithful a com- 
pelling reason to abandon 
the vice-president. Despite 
large, enthusiastic rallies 
during the final days, and 
the endorsement of the 
state’s biggest newspaper, 
the Des Moines Register, 
the former New Jersey sen- 
ator did no more than avoid 
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humiliation. That has raised Mr Gore's hope 
that, if he can achieve an lowa-sized victory 
in New Hampshire next week, he will knock 
Mr Bradley out of the race. 

To be sure, Mr Bradley has more money 
than Mr Gore, has done enough to stay in the 
race, and could significantly erode the vice- 
president's support if he reacts to his Iowa 
defeat by getting off his high horse and re- 
sponding more aggressively to Mr Gore’s 
criticisms (he began to do this in the televised 
debate on the eve of the New Hampshire 
primary). The possibility of such conflict is 
greatly cheering for Republicans. 

On their side, one of the main questions 
has been whether the party's more conserva- 
tive supporters would give Mr Bush a tough 
time. They did. On the night, he failed to end 
Mr Forbes’s challenge and could face a small 
surge from Mr Keyes. And he must now fight 
on a second front: against Mr McCain, with 
his interesting platform of modest tax cuts 
and campaign-finance reform. lowa has re- 
vived a nagging doubt that Mr Bush is more 
deceptive surface than substance. 

The third lesson from Iowa is that Mr 
Gore and Mr Bush want to fight the election 
, on completely different grounds. Mr Gore 
has started to unveil his. In the early part of 
the campaign, when attacking Mr Bradley, 
he talked mostly about health care and lead- 
ership styles. But, in the weekend before the 





‘Towa vote, he started to talk more about the 
economy and the risk to America’s present - 


economic contentment of changing parties 
in this year’s election. 

In his stump speech now, he points to 
the times when drift and disenchantment 
have followed periods of prosperity in 
American history. He is seeking to scare vot- 
ers into believing that the Republicans 
would put America’s prosperity at risk. This 
is MrGore’s strongest card: the Clinton presi- 
dency, whatever else you say about it, has 
been a time of astonishingly prolonged 
boom. Mr Gore is playing the card early. 

Whether it works depends not only on 
how far Americans believe the Republicans 
would be a risk to the boom, but alsoon how 
important they think economic’ issues are. 
So far, conventional wisdom holds that the 
economy—maybe just because it has gone 
so well for so long—-will take second place to 
a contest between personalities, between 
plodding Mr Gore and at least superficially 
commanding Mr Bush. Mr Gore’s task is to 
change that, Mr Bush's to prevent the 
change. Mr Gore comes out of Iowa pretty 
well. The struggle resumes in New Hamp- 
shire next week. There the presence of 
straight-jawed Mr McCain, who did not 
bother about lowa, may seriously start to 
chip away at Mr Bush's facade, 


z 








Republican fiscal policies 





Sense and 
surpluses 


WASHINGTON, DC 


F THERE was any lingering doubt that fis- 

cal policy would take centre-stage in this 
year’s presidential campaign, the Congres- 
sional Budget Office removed it this week. 
On January 26th the budgetary watchdog 
announced that the federal budget surplus 
(excluding Social Security) could reach $1.9 
trillion over the next decade, almost double 
theestimate of only six months ago. With the 
sea of black ink swelling so dramatically, the 
candidates are bound to get excited. Less ob- 
vious is whether good sense will prevail. 

So far, the new budget figures have in- 
spired a lot of virtuous talk. Bill Clinton im- 
mediately unveiled, on January 25th, a plan 
to eliminate the national debt by 2013. Al 
Gore, the Democratic front-runner, said 
paying down the debt would be his priority. 
On the Republican side, George W. Bush 
used the new figures to portray his tax-cut 
plans as prudent. The spin was tougher for 
John McCain, who has campaigned as the 
stricter Republican with the smaller tax cut. 
But he reiterated his determination to set 





incomprehensible remark of the week 
“What I am against is quotas. I am against 
hard quotas, quotas they basically deli- 
neate based upon whatever. However, 
they delineate, quotas, I think vulcanise 
society. So I don’t know how that fits into 
what everybody else is saying, their rela- 
tive positions, but that’s my position.” 
George W. Bush, quoted in Slate 

i kik 

| Quoteof the week 

| “I was his regular supplier, I didn’t deal 
dope, I just gave it to him. We smoked more 
i 





than once, more than a few times, we 
smoked a lot. We smoked in his car, in his 
house, we smoked in his parents’ house, in 
my house.” 

John Warnecke, a former close friend of Al 
Gore, on their recreational activities 














Foreign-policy insight of the week 
“When I was coming up it was a dangerous 
world and we knew exactly who the they 
were. It was us versus them and it was clear 
who them was. Today, we're not so sure 
who the they are, but we know they're 
there.” 
George W. Bush, quoted in the New York 
Times 

tok 
Fundraiser of the week 
Gary Bauer charged $250 a head to visit the 
home of the McCaughey septuplets in Car- 
lisle, lowa. 

kik 
Changed opinionof the week 
“It’s sort of like a roulette game. It’s not de- 
mocracy in action. It's something alto- 
gether different.” 
Al Gore on the lowa caucus, 1988. 
“Tove lowa!” 
Al Gore on the lowa caucus, 2000. 

kek 
Inadvertent truth of the week 
“You know your favourite teacher at 
school? He’s running for president.” 
Official Bill Bradley poster at Drake Uni- 
versity, Des Moines 

ttk 








| Source: University 
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if 
Bumper-sticker of the week | 
“If we stop voting, will they allgoaway?” | 
Observed on Route 35 between Ames and | 
Waterloo, lowa 

kko | 
Dangerous drink of the week | 
Cream soda, blamed by Bill Bradley for his | 
recent bouts of irregular heartbeats. Mr 
Bradley's usual drink is Gatorade, which, | 
unlike cream soda, contains no caffeine to | 
pump you up. 
Wik 

Poignant moment of the week 
Orrin Hatch, wishing to announce his | 
withdrawal from the Republican race, calls 
a press conference in Washington. The city | 
is hit by a fresh snowstorm and nobody 
comes. | 
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aside money for debt reduction and for bol- 
stering, in the long term, the Social Security 
` (public pensions) system. 

Prudence is necessary, partly because an 
overheated economy hardly needs extra fis- 
cal stimulus; partly because the ageing 
population means America’s long-term fis- 
cal situation looks much less healthy; and 
largely because the headline estimate of a 

_ potential $1.9 trillion surplus is closer to fic- 
tion than fact. Quite apart from the forecast- 
ing risks involved in estimatingeconomicac- 
tivity a decade hence, the estimate assumes 
that Congress sticks to the strictures im- 
posed by the 1997 budget caps. America’s 
lawmakers have failed to do that for the past 
two years. It is inconceivable that they will 
cut spending to do that now. 

Acknowledging this, the cso has also of- 
fered two other forecasts. One, preferred by 
Republicans, assumes that spending is fro- 
zen at the levels agreed in the budget for fis- 
cal 2000 (without adjusting for inflation). 
That yields a surplus of $1.86 trillion. This, 
too,demands large spending cuts (inflation- 
adjusted discretionary spending would 
need to fall by about 25% by 2010). The cBo’s 
third and most realistic estimate expects 
spending to grow only at the rate of inflation 
after this year. Here, too, some budget ex- 
perts are sceptical, since actual non-defence 
spending has been rising by almost 5% a year 
since 1991, rather more than the rate of infla- 
tion. That estimate, however, yields a sur- 
plus, excluding Social Security, of “only 

$838 billion. 

Given these figures, today’s saintly rhet- 
oric needs to be taken with a pinch of salt. Mr 
¿Bush's tax plans—-which his campaign advi- 

~ sors estimate will cost $1.3 trillion over ten 

~years, and which outside estimates suggest 
could cost even more—still seem danger- 
ously large. So far, it is still Mr McCain’s plan, 
which explicitly aims to pay for the transi- 
tion to a partly privatised retirement system 
and places more emphasis on debt reduc- 

‘tion, that remains the more hard-headed on 

«the Republican side. 

The candidates’ tax talk is also mislead- 
ing. Leave the size of the cuts aside, for the 

~ moment. Judged on three basic criteria of tax 
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HEN Zev David Fredman first de- 

cided to run for the Republican 
nomination for Missouri state auditor, he 
little thought his race would go to the Su- 
preme Court. When it did, thecourtdisap- 
pointed him by doing the last thing he 
wanted: upholding Missouri’s limit on 
contributions to political campaigns. 

Mr Fredman, an accountant from St 
Louis, found that the limit cramped his 
style and challenged it in federal court. 
With the help of Shrink Missouri Govern- 
ment, a conservative political-action com- 
mittee, he won his case. The shackles off, 
he and his rivals took rather more from 
individual donors than the $1,075 limit for 
statewide candidates. But the state then 
appealed toa higher authority. 

In 1976 the Supreme Court, in 
Buckley v Valeo, equated cam- 
paign expenditures with the po- 
litical free speech protected by 
the constitution’s first amend- 
ment. The court also decided, 
however, that campaign dona- 
tions needed a limit toavoid the 
appearance of corruption, and 
that such a limit did not in- 
fringe the right to free speech. 
Since then, almost everyone 
has attacked Buckley. 
Would-be tighteners of the 
campaign-finance laws 
| want to strike down the de- 
| finition of spending as free 
speech; would-be loosen- 
ers want to strike down 
the limit on donations. 
Meanwhile, donors hand- 
ily get round that limit by 
giving so called “soft”, or 





policy—promotion of economic growth and 
efficiency, simplicity, and fairness—most of 
the proposals are thinner than-they seem. 
Unlike the second-tier Republican can- 
didates, Messrs Forbes, Keyes and. Bauer, 
who all favour some kind of radical shift to- 
wards a flat tax or national sales tax, the 
front-runners have few ideas for reforming 
the current tax system. The main provisions 
of Mr McCain’s plan are toextend the 15% tax 
bracket to cover 25m taxpayers, raise stan- 
dard deductions for couples, and introduce 
a Family Security Account, into which mid- 
dle-class families can place up to $6,000 a 
year and pay taxes only when the money ts 
withdrawn. The benefits of these tax cuts 
would be concentrated overwhelmingly 
among middle-income taxpayers. They 
would ensure that millions of people in ef- 
fect paid tax only on their consumption. The 


A cap on free speech? 


In a concurring opinion, Justice Stephen 
















f 4 publicfinancing of campaigns: 


“than income. 


unrestricted, money to parties for “party- | 
building” activities, which often turn out = 
to be closely connected to individuals 
running for office. 

Inthe Missouri case, the court decided 
by 6 to3 to leave Buckley as it was (dis-.” 
pleasing the reformers), but upheld: the. 
cep on donations both in Missouri and in. 
the 30$tateswith similar laws, Ina spirited | 
dissent, the minority said that restrictions 
on donations violate the fre h 
rights of. candidates as well. 
Such restrictions, wrote Justic 
Taomas, who once worked 
attorney-general in Missouri 
harder for unknown candida 
on incumbents. But the maj 
that line. “Money: is property, A 
speech,” wrote Justice John Paul Stevens: 






‘Breyer encouraged Congress to consider 


The action now moves to Cali- 
an where on March th=; 
primary day—voters will: 
consider a referendum to 
set limits on donations. 
“Meanwhile, in Missouri, 
» the decision has amore im- 
mediate effect. Candi: 
dates can keep any dona- 
tion received before gam. 
on Monday, January. 
24th—in some cases, as 
much as $100,000. But: 
any donations received 
after the deadline will 
have to conforrn to the: 
$1,075 limit. Any excess 
will be forfeited to the 
state treasury. 
Ae eee J 
























McCain camp touts this tax cut, with som 
justification, as a middle-class tax cut that is 
a step towards taxing consumption. rather 


Mr Bush’s tax plan places mostemphas 
on reducing marginal income-tax rates 
would replace the current five tax brac 
ets—-15%, 28%, 31%, 36% and 39.6%—with fo 
lower ones: 10%, 15%, 25% and 33%. Although - 
this plan does less than Mr McCain's to shift 
taxation from income towards consump: 
tion, the reduction of marginal tax rates 
could have a bigger effect on economic 
growth. 

The fairness of the proposals is harder to: 
judge. The Bush plan mostly benefits the” 
rich, but also does something for poorer 
working Americans. Mr McCain's proposal. 
helps the middle class. Neither is aimed at- 
the poorest Americans (most of whom, after’ 
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all, don’t pay income tax). According to Citi- 
zens for Tax Justice, a Washington think- 
tank, 5% of Mr McCain’s tax cuts go to the 
bottom 60% of America’s taxpayers, com- 
pared with 11% of Mr Bush’s cuts, But Mr 
Bush’s plan does more for the rich: the 
wealthiest 1% of Americans receive 36.9% of 
Mr Bush’s tax cuts; they would only get 1.8% 
of Mr McCain’s. 

Simplicity, sadly, is not top of either of 
the main candidates’ lists. Mr Bush removes 
a tax bracket and eliminates the inheritance 
tax; Mr McCain would also reduce the num- 
bers of people paying inheritance tax and 
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cut the number of Americans who file ite- 
mised deductions. But neither Democrats 
nor Republicans can resist using the tax code 
as an instrument of social policy. Al Gore 
wants to give more tax credits for education; 
both Mr McCain and Mr Bush want to in- 
crease the scope of child tax credits. Mr 
McCain also wants to expand education sav- 
ing accounts and introduce a tax credit for 
donating to schools, while Mr Bush wants to 
make charitable giving tax-deductible. This 
profusion of tax credits and deductions may 
be voter-friendly, but it makes the tax code 
even more labyrinthine than it already is. 





The homeless 


A bum rap in the 


NEW YORK 


HIS is not the weather to be down and 

out in New York. Yet, compared with the 
complaining commuters, the homeless peo- 
ple bedding down on the church steps in the 
most luxurious stretch of Fifth Avenue are 
admirably stoical. A young black couple 
erecting a cardboard barricade against the 
snow say they will be warm enough, and 
would rather sleep rough together than be 
apartin the city’s single-sex shelters for child- 
less adults. On another step, Dave, a middle- 
aged white man homeless since his divorce, 
lies wrapped in blankets, reading Stephen 
King’s death-row novel, “The Green Mile”. 
He says he will get a job, and a home, once his 
teeth are fixed. Meanwhile, he would rather 
brave the elements than go to the city’s shel- 
ters, which he doesn’t like for reasons he is 
too embarrassed to describe. 

These people seem a world apart from 
the stereotypical homeless who pepper 
what has suddenly become one of New 
York’s hottest political debates. Hillary Clin- 
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Out you go, and get yourself a job too : 


Big Apple 


ton, cheered on by everyone from the Rever- 
end Al Sharpton to chat-show host Rosie 
O'Donnell, has accused her likely Senate- 
race opponent, Rudolph Giuliani, of trying 
to criminalise homelessness. A Jimmy Bres- 
lin column began, “Next, they'll arrest Christ 
and his family for being homeless.” Andrew 
Cuomo, Bill Clinton’s secretary of housing 
and urban development, recently took con- 
trol of the federal government's $60m in 
homeless funds for the city away from Mr 
Giuliani. For his part, New York’s mayor de- 
scribes his policy on the subject as “the high- 
est form of compassion aimed at ending a 
cycle of dependency.” 

Until last November, people seemed to 
have lost interest m homelessness. Com- 
pared with Washington, pc,San Francisco or 
even London, the panhandlers in Manhat- 
tan’s main commercial and tourist areas 
seemed fewer, and certainly much less ag- 
gressive. People who remember the early 
1990s increasingly found themselves won- 
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dering, “Where have all the homeless gone?” 

Because there are no good data, it is hard 
to know—though part of the explanation is 
probably that some homeless people have 
moved to peripheral parts of the city. The 
rest have been better behaved; and that, in 
in-your-face New York, is the surest way to 
get forgotten. As part of Mr Giuliani’s “qual- 
ity of life” policies, in 1994 the police tore up 
their implicit contract with the homeless, ef- 
fectively abolishing shanty communities by 
requiring that the homeless sleep in groups 
of nomore than twoor three, and thatall evi- 
dence of their makeshift shelters be re- 
moved by dawn. Any homeless person mak- 
ing a nuisance, especially with persistent 
begging, would be arrested. This approach is 
being widely imitated in other big American 
cities, most recently Cleveland, Ohio. 

But when homeless Paris Drake attacked 
acommuter with a brick on November 16th, 
public concern was suddenly reignited. “Get 
the Violent Crazies Off Our Streets,” thun- 
dered the tabloid Daily News. The mayor re- 
sponded at once. Having arrested barely 100 
homeless people in the ten months before 
the attack, the police took in 361 between No- 
vember 23rd and January 12th. 

This has drawn attention to Mr Giu- 
liani’s other policies towards the homeless. 
They are an extension of the “tough love” ini- 
tiatives that have helped to reduce the num- 
ber of New Yorkers receiving welfare by 
540,000 (45%) since 1995. In 1979, New York 
became the first city in America to grant a 
guaranteed right to shelter. Mr Giuliani 
wants to end this, by making shelter condi- 
tional on the homeless person working. 

Linking shelter to work may not be as 
heartless as it seems. The city will provide a 
job, if a private alternative is not available. 
And it will provide childcare for homeless 
mothers while they work (though a sugges- 
tion that mothers refusing to work might 
have their children taken into care when 
they are put out on to the streets has gener- 
ated some hostile publicity). The require- 
ment to work would apply only to the “able- 
bodied”—probably less than 20% of those in 
single-person shelters, and slightly more in 
family shelters, says a city official. 

“There are two contradictory policies on 
the homeless,” says Mary Brosnahan, execu- 
tive director of the Coalition for the Home- 
less. “One is to get the homeless off the street 
into shelters; the other would force people 
out of the shelters on to the streets.” She 
thinks a dawn police raid last week on shel- 
ters, to round up people faced with criminal 
charges, will further discourage the use of 
shelters. The city replies that it should en- 
courage their use, by demonstrating that the 
police will not let them be a safe haven for 
criminals, According to Ms Brosnahan, a lon- 
ger-term solution requires much more 
money for housing, particularly for the 
homeless who are mentally ill. 

The mayor's plans to make the homeless 
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work are currently tied up in court. Suppor- 
ters of the homeless freely admit that their 
aim is to keep them there until Mr Giuliani is 
out of office. But legal delays may suit him. 
They allow him to go on using the radical 
rhetoric of tough-love welfare reform, thus 
impressing out-of-city voters, without actu- 
ally putting more people on to the streets and 
so probably upsetting voters in the city. 





Missile defences 


Countdown 


T COULD not be described as a success. 

An interceptor missile missed an incom- 
ing dummy warhead by six seconds, mean- 
ing that the test failed. But even those who 
oppose the idea of some sort of anti-missile 
defence for America are starting to realise 
that its time may have come. 

The next such test is scheduled for April. 
In June the Department of Defence is to re- 
port to President Clinton on the technologi- 
cal feasibility of a limited national missile 
defence. Mr Clinton promised last year, 
when he signed the National Missile De- 
fence Act, that, once the Pentagon had pon- 
dered, he would decide by “the summer” 
(possibly as late as September) whether or 
not to start building the first stage of a thin 
defensive shield that would aim to protect 
all 50 states from a limited missile attack by a 
country such as North Korea or Iraq. 

The president insists that he will base his 
decision on three criteria, besides the tech- 
nological one: an assessment of the threat 
facing America, the cost of the proposed sys- 
tem, and its impact on national security, 
meaning the implications for arms control 
with Russia and relations with America’s al- 
lies. However, feasibility comes first. Two 
successful tests, one of them of the inte- 
grated system tested last week, are needed 
for the project to pass that hurdle so faras the 
Pentagon is concerned. There are at least an- 
other 16 tests to come; a much more limited 
one last year succeeded more by chance 
than design. So, if the April test fails, the cal- 
endar will slip, though the law still obliges 
Mr Clinton to press ahead as soon as the 
technology allows. 

He had hoped that by signing the mis- 
sile-defence act he could avoid a row about 
thisissue in election year. Nosuch luck. Scep- 
tics are worrying vociferously not only 
about the hit-and-miss progress so far but 
alsoabout the damage a decision togo ahead 
could do to the Anti-Ballistic Missile (Asm) 
treaty and other stability-preserving arms- 
limitation agreements with Russia. Enthusi- 
asts among the Republicans are also now 
calling publicly for adelay. But they want Mr 
Clinton’s successor (a Republican, they pre- 
sume) to build more robust defences than 
those currently envisaged. 
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Ms Swift's dilemma 


BOSTON 


HINGS had been go- 

ing swimmingly for 
Jane Swift, the young lieu- 
tenant-governor of Massa- 
chusetts. Since she an- 
nounced her pregnancy 
during her campaign two 
years ago—and then gave 
birth just before election 
day—she has been hailed 
as a model for all working 
women, But that was be- 
fore the scandal known, to 
literary-minded Bosto- 
nians, as “Jane Air”. 

It turns out that Ms 
Swift, in her quest to have 
it all, needed extra help. She used a state 
helicopter one day to get home quickly 
when her daughter Elizabeth was ill. She 
got staff members totake in her dry-clean- 
ing and watch “adorable” Elizabeth in the 
office. When she moved house, she per- 
suaded her aides to use holiday time to 
pitch in. And when the news broke, she re- 
fused to say sorry. 

A few people defended her, sayingshe 
was only using the sorts of perks that pow- 
erful men have always enjoyed. But many 
more remembered that Ms Swift has liked 
to paint herself as lily-white in the matter 
of political ethics. A few grumbled, too, 
that a lieutenant-governorship seems the 
perfect job to mix with family duties, since 








Baby or job? 






























it is never quite clear ex- 
actly what a lieutenant- 
governor does. 

Ms Swift has now 
apologised, but the deeper 
issue rumbles on. Do her 
difficulties prove that 
motherhood and power 
are still an impossible 
combination, even in pro- 
gressive Massachusetts? 

Many feminists would 
say so. Americans act as if 
work and family life were 
divided by a wall, says 
Sharlene Hesse-Biber, a so- 
ciology professor at Boston 
College. If you’re serious about your busi- 
ness, she says, you're not supposed to care 
if you haven't seen your baby for a day. 
Men, after all, have forfeited seemg their 
offspring in daylight hours for years. 

Others say Ms Swifts travails are 
proof that the playing field is levelling. “If 
you really want women to be equal play- 
ers in the political system, they should ex- 
pect and want to be treated like every- 
body else,” says Mickey Edwards, a 
former Republican congressman who 
teaches at the Kennedy School of Govern- 
ment. That means, he says, that they will 
be scrutinised just like men for their be- 
haviour and their use of taxpayer dollars, 
and a cuddly baby will be no excuse. 





Senior administration officials insist that 
the limited defences being planned will nei- 
ther undermine Russia’s nuclear deterrent 
nor kill the asm treaty, assuming that Russia 
will agree to some changes. Signed in 1972, 
this treaty is said to be the “comerstone” of 
strategic stability, since by strictly limiting 
the scope of missile defences (though not 
banning them outright) it reassured both 
America and Russia during the cold war that, 
if either were to launch a missile attack, the 
other could respond with equal devastation. 

That was nearly 30 years ago. What con- 
cerns the administration now is the growing 
threat from increasingly long-range missiles 
in the hands of hostile regimes such as North 
Korea’s, Iraq’s or Iran’s. It used to be assumed 
that America would have at least five years’ 
warning of a serious missile threat to its own 
territory. No longer. North Korea’s firing of a 
rocket over Japan into the Pacific in 1998 was 
a rude wake-up call. Recently the intelli- 
gence services admitted they could no longer 
be assure as they used to be that Iran, a client 
for North Korean missile technology, did not 
have access to nuclear weapons. 

Will Russia strike a deal? Talks continued 





this week but have not yet got very far. For 
America simply to tear up the ABM treaty 
would destroy hopes for further cuts in Rus- 
sia’s nuclear arsenal. Russia has also said it 
would consider itself free to abandon previ- 
ous arms agreements. But Russia faces a diffi- 
culty, too. It lacks the funds to maintain the 
weapons it has, and may itself face similar 
missile threats from unpredictable states. 
Going along with some modifications to the 
ABM treaty would enable it to keep a negoti- 
ated cap on defences, while no doubt win- 
ning some technical help and new limits on 
strategic weapons that it would find more 
comfortable to live with. 

And the wider impact? China is hopping 
mad at the thought that future theatre mis- 
sile defences in Asia, along with national 
missile defences for America, could under- 
mine its smaller nuclear deterrent. That may 
be why, this week, China resumed the secu- 
rity dialogue with America that was broken 
off after a missile hit the Chinese embassy in 
Belgrade last year. Like Amenca’s sceptics, 
China says it doesn’t think missile defences 
will work. But it also fears they might. 

— m = = m s 
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iL days the surprises in American politics all seem to come 
from the right. It was surprising enough that the animatronic 
Steve Forbes should have garnered 30% of the vote in lowa. It is 
| even more surprising that the next name on the list, ahead of two 
| of the country’s most distinguished senators, was that of a black 
| man who has never held elective office. After all, publishing-bil- 
lionaire Mr Forbes has been carpet-bombing the state with dollar 
| bills since 1996. Alan Keyes, a member of that rarest of breeds, 
| hard-rightists of colour, has nothing to offer but himself. 
l A fortnight ago nobody would have predicted the Keyes 
| boom. But since then 4,000 volunteers have signed up with his 
| campaign and ululating crowds have started to appear wherever 
| he speaks, This is unlikely to stop 
| with lowa. In a straw poll at the 
-Southern Republican Leadership 
| Conference on January 22nd, Mr 
Keyes came second to George Bush 
| for the presidency (albeit by a mod- 
| est 8% of the vote to a thumping 
| 79%) and second to Elizabeth Dole 
for the vice-presidency. A Zogby 
| poll on January 25th showed Mr 
| Keyes in a statistical draw with Mr 
| Forbes for third place in New 
Hampshire. 

Which is all very peculiar, 
given that Mr Keyes makes aneven 
odder politician than the blink-free 
billionaire. Mr Forbes is merely 
gauche when it comes to dealing 

| with the press. Mr Keyes is fero- 
| cious. Ask him some trite question 
| about his favourite dessert (apple 
| pie with a crumbly crust, for the re- 
| cord) and he is likely to accuse you 
| of moral and intellectual bank- 
ruptcy, Praise him for his silver tongue and he is likely to accuse 
you of racism. 

| Mr Keyes can even be tough on his supporters. During a recent 
| rally he ordered his fans to stop applauding. “Tve seen it all be- 
| fore,” he thundered. “People stand up and applaud for things and 
| say they believe them. And then they go out and they cast their 
| vote in ways calculated todo God knows what.” 

| Mr Keyes is a man of contradictions: a Roman Catholic who 
| draws much of his support from evangelicals; an opponent of 
| multilateral institutions who puts great store on being called am- 
| bassador,a title he earned while working at unesco;and a conser- 
| vative who plays the race card with even more enthusiasm than 
| Jesse Jackson. In one of the presidential debates he addressed 
| George W. as “Massa Bush” to ridicule his timidity on taxes. When 
| a chat-show host praised him for his eloquence he likened the 
| compliment to saying, “Oh, he dances real well.” 

| Nor is he shy when it comes to direct action. Four years ago a 
| television network in Atlanta made the mistake of restricting a 
| televised Republican debate to the four leading candidates, The 
| ambassador, who was then making his first bid for the presidency, 
| setupa campsite outside the studio and stormed itrepeatedly. The 
l embarrassment of seeing the country’s.only black presidential 
| candidate carted off to prison in handcuffs so traumatised the net- 
| works that they are never likely to make the same mistake again. 

l Worse still, Mr Keyes is anintellectual in a party that is pro- 
! foundly suspicious of any ideas that do not lead to tax cuts. Itis not 





The admirably astonishing Mr Keyes 


just that he has a PhD in political theory from Harvard University 
(where, incidentally, he shared a room with a conservative pundit, 
Bill Kristol). Itis also that he cares so visibly about ideas. 

He regards the time he spent studying political theory with Al- 
lan Bloom as a life-transforming experience, and the spirit of the 
author of “The Closing of the American Mind” can be detected in 
almost everything he says. Most politicians like to relate abstract 
questions toconcrete problems. Mr Keyes is incapable of hearing a 
concrete problem (a case of flu? a burst water main?) without 
thinking about its abstract significance. 

So why is the ambassador such a hit with the right? The simple 
answer is that he is a mesmerising speaker, a man whocan hold his 
audience spellbound for hours 
without the benefit of a note. But 
before Mr Keyes eviscerates us for 
racism, we should add that his suc- 
cess depends as much on content 
as on performance. 

Mr Keyes is as vehement in his 
opposition to abortion as anybody. 
He wears a gold lapel-pin in the 
shape of a ten-week-old fetus’s feet. 
But he rests his case both on the Bi- 
ble and, more originally, on the 
Declaration of Independence, ar- 
guing that you need to apply the 
declaration to unborn children in 
exactly the same way as Lincoln ap- 
plied it to slaves. He weaves his 
anti-abortion sentiment into a ma- 
jestic disquisition on the nature of 
freedom. The cheapening of life in- 
evitably leads to the corrosion of 
liberty, he argues; and, as the de- 
scendant of slaves, he has more in- 
terest than most in saving America 
from “the howling moral void”. 

It is not clear what Mr Bloom would have thought of his pro- 
tégé’s decision to engage in a bit of body surfing this weekend, to 
the raucous accompaniment of Rage Against the Machine. But it is 
understandable that Mr Keyes should be elated after so many 
years in the wilderness. He will now have several months to do 
what he likes doing best: exercise his rhetorical gifts before a na- 
tional audience. There is no reason why he should not goon. 

But is what is good for Mr Keyes good for the conservative 
movement? The problem with the ambassador is that the very 
qualities that endear him to true believers—his silver tongue and 
moral absolutism—tend to terrify the rest of America. Mr Keyes 
may he perfectly logical when he calls for the complete abolition 
of the “slave” income tax (why bother with half-measures like the 
flat tax?) or when he argues that the division between church and 
state hasno basis in the constitution. But most Americans smell ex- 
tremism. The simultaneous rise of Mr Keyes and Mr Forbes has not 
only left the right divided. It has left it divided between two leaders 
who, for very different reasons, have precious little chance of 
breaking into mainstream politics. 

Enoch Powell, a British politician to whom Mr Keyes bears a 
remarkable resemblance, once observed that “all political careers 
end in failure.” Mr Keyes’s own career has never been more suc- 
cessful than itis at the moment. The worry, from the point of view 
of his legacy, is that his rise is both a symbol and aguarantee of the 
marginalisation of the conservative movement that he loves. 
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=cuador’s post-coup reckoning 


umo 


E new president of Latin America’s most unstable country must deal with 
e same economic problems that defeated his ousted predecessor—plus a 


æoliticised and divided army 


OLITICAL crises in Ecuador 
have a deceptive habit of dissi- 
dating as quickly as the sun reap- 
spears after an Andean downpour, | 
sometimes only to recur with | 
sreater force at a later date. And soit 
seemed this week, as the country 
squietened after the coup that over- 
mhrew its democratically elected 
sident, Jamil Mahuad. In a nat- 
Bonai mood of shocked conciliation, Vice- 
President Gustavo Noboa, who had on Janu- 
ary 22nd become Ecuador's fifth president 
in four years, seemed assured of a few 
months of tentative political support. But he 
must deal with the same devastating econ- 
omic and financial problems that defeated 
Mr Mahuad, and will face some new politi- 
cal ones as well. 
Mr Noboa’s elevation to the presidency 
was the unintended consequence of a 
bloodless coup staged by an opportunistic 
alliance between a well-organised move- 
ment of poor Indian farmers from the An- 
dean highlands and a group of nationalist ju- 
nior army officers. Colonel Lucio Gutierrez, 
an admirer of Hugo Chavez, Venezuela’s 
paratrooper-president, hatched the coup 
plotin conjunction with Antonio Vargas, the 
farmers’ leader. The two proclaimed a “junta 
of national salvation” on January 21st, after 





Mr Noboa signs up to the army’s script 
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Fragmentation bomb 


Seats in Ecuador's Congress, 1998 


Popular Democracy 33 ——~ 


Democratic Left 16— fits 


Pachakutik 6— as 


Popular Democratic 
Movement 2 





Total seats: 121 


thousands of Indians had occupied the Con- 
gress building, assisted by troops. 

Their plan appears to have been to re- 
place Mr Mahuad’s floundering 17-month 
old centrist government with a populist reg- 
ime. It backfired. General Carlos Mendoza, 
the head of the armed forces, quickly took 
over leadership of the junta, and forced Mr 
Mahuad out of the presidency. But on being 
told by United States officials that a military 
government would face international isola- 
tion, General Mendoza quickly turned over 
power to Mr Noboa and had Colonel Gutier- 
rez arrested. 

Ecuador has emerged from this turmoil 
with a government of the centre-right that 
may, for a while at least, command greater 
political support than that enjoyed by the 
hapless Mr Mahuad. Mr Noboa is a 62-year- 
old law professor and former university rec- 
tor. He has close links to the powerful busi- 


Roldosist Party 21 
Social Christian Party 26 | 


Alfarist Radical | 


Conservative Party 2 | 


— Independents anc 
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nessmen of Guayaquil, Ecuador’s main 
commercial centre, which mistrusted Mr 
Mahuad, a former mayor of Quito. 

Mr Noboa has said he will not reverse Mr 
Mahuad’s last-ditch proposal that Ecuador 
should adopt the dollar in place of its much- 
devalued sucre. A team of ımF advisers is 
working on the details. But it seems more 
likely that the new government will eventu- 
ally adopt an Argentine-style currency 
board, in which the sucre is permanently 
pegged to the dollar and the domes- 
tic money supply is limited to the 
level of foreign reserves. Outright 
dollarisation would, in theory, re- 
quire changing Ecuador's much- 
broken constitution. 

Mr Noboa may be better placed 
than Mr Mahuad to take decisive 
measures. Unlike his predecessor, 
he has the support of all the main 
private-sector business groups, 
which published a joint statement on Janu- 
ary 26th backing him. “Before this, our view 
was ‘right programme, wrong man’,” says 
Joaquin Zevallos, the head of Guayaquil’s 
chamber of commerce. 

Mr Noboa starts with the support of the 
right-wing Social Christian Party (psc) and, 
more hesitantly, of the populist Roldosists. 
Between them, they dominate politics in the 
coastal lowlands. They did much to under- 
mine Mr Mahuad’s presidency, though they 
favour dollarisation. Together with his own 
Popular Democracy party, they would give 
Mr Noboa the strong congressional majority 
that eluded Mr Mahuad (see chart). 

Mr Mahuad was also hobbled by his 
own indecision and divisions among his ad- 
visers. Mr Noboa will have a freer hand. The 
man he has appointed as his finance minis- 
ter, Pablo Concha, backed a currency board 
when he held the job in 1996-97 under Ab- 
dala Bucaram, a disgraced former president 
and a Roldosist. Supporters of the new gov- 
ernment also say that it will try to make 
economic reform more palatable to Con- 
gress: whereas Mr Mahuad proposed the 
new exchange-rate regime as part of a pack- 
age including telecoms and energy privatisa- 
tion and changes in the labour laws, the new 
team may try todo things in stages. 

That may make acurrency board harder. 
Time is hardly on Mr Noboa’s side. The econ- 
omy is a mess: GDP fell by 7% last year, after 
much of the banking system collapsed in the 
wake of El Nino flooding and the 1998 fall in 
the price of Ecuador's oil exports. The fiscal 
deficit reached 5% of cpr, inflation was 61%, 
and the sucre lost 65% of its value against the 
dollar. (It lost a further 21% this year, before 
being fixed at 24,975 to the dollar). Mr Ma- 
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huad, like several of his 
predecessors, found his 
efforts to stabilise and re- 
form the economy de- 
feated by a fragmented 
political system and en- 
trenched interest groups, 
ranging from the bankers’ 
friends in the psc to their 
detractors among the In- 
dian farmers. Mr Noboa, 
who has little political ex- 
perience, may also find 
that political alliances in Ecuador tend to be 
short-lived. 

If he is wise, he will keep an eye on three 
groups: the trade unions, the Indians and the 
armed forces. Last year, two general strikes 
defeated Mr Mahuad’s efforts to reach a defi- 
cit-cutting deal with the mmr. Like the Indi- 
ans, the unions oppose dollarisation. The In- 
dians have returned to their villages for now, 
but perhaps only for now: Mr Vargas has 
given the new government six months toim- 
prove matters or face a “social explosion” or 


Colombia 
Switched off 


MEDELLIN 


N THE night of January 23rd, several 

million Colombians turned off their 
lights for two minutes in a protest organised 
by No Mas (No More), a civic movement 
dedicated to peace. This tirne their target was 
not the rarc, Colombia's main guerrilla 
movement, but its smaller twin, the National 
Liberation Army or ELN. Unlike the FARC, 
with which the governmentof President An- 
dres Pastrana has been holding slow-mov- 
ing talks, the ELN seems positively eager for 
peace. But there are many obstacles to 
achieving it, not least a seeming lack of gov- 
ernment resolve. 

In an attempt to force the government to 
take more notice of it, the ELN last year staged 
several mass kidnappings. One involved hi- 
jacking a plane, another the seizure of wor- 
shippers from a city church, a third the cap- 
ture of a group of sports fishermen. The 
guerrillas also turned to blowing up electric- 
ity pylons--267 of them in the past year. On 
January 17th, they plunged into darkness 
much of north-west Colombia, including 
Medellin, the second city, where electricity 
rationing had to be imposed. 

What the etn, which has about 5,000 
fighters, wants is equal status with the 15,000- 
strong FARG: In July 1998, shortly before Mr 
Pastrana took office, a proposal for talks 
with the eN was drawn up by a group of Co- 
lombian dignitaries at-a meeting in Ger- 
many. They suggested holdinga “national 
convention” involving the eLn, government 
and pressure-groups, to discuss peace. 
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“civil war”. Those may not 
be empty threats: the coup 
showed that the indige- 
nous movement has at 
least some support within 
the armed forces, many of 
whose junior officers are 
of Indian blood. 

The armed forces had 
enjoyed a reputation for 
constitutionalism. Now 
they look divided, and 
politicised. Paco Moncayo, 
a respected former army commander, 
claimed the coup was a spontaneous effort 
by a handful of officers, not a sign of a real 
split. But he supported it, and has been 
forced to resign his seat as a social-demo- 
cratic congressman. Mr Mahuad, whose big 
achievement was to end a futile 60-year bor- 
der dispute with Peru and cut military 
spending, claims he was the victim of army 
revenge. Ecuador may have a new president, 
but it is not yet clear whether he is in full 
charge of the country. 
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But Mr Pastrana has given priority to 
dealing with the rac, perhaps partly be- 
cause a well-publicised meeting with Man- 
uel Marulanda, its leader, on the eve of the 
election is widely credited with helping him 
win power. Mr Pastrana agreed to withdraw 
the government's troops froma large zone to 
allow talks with the farc to start. 

The etn complains that it has been wait- 
ing since February 1999 for a similar demili- 
tarised area in which to hold its national con- 
vention. Last June, Mr Pastrana promised to 
start peace talks with the ELN once it had re- 
leased all those it had kidnapped. Almost all 
have since been freed. 

But the government is reluctant to grant 
the ern the haven it wants~—or at least toletit 
be established where the guerrillas want it, 
in a mountainous tract in the south of Boli- 
var department. That is partly because mili- 
tary chiefs object. They claim that the FARC 
has used its demilitarised zone to launch at- 
tacks, train recruits and traffic in drugs. They 





also argue that the ELN is militarily wea 








and see no need to give ita base-in which» 
might regroup. 

But the strongest resistance to the ELM 
has come not from the armed forces, bu 
from the extreme right-wing paramilitaries 
of the United Self-Defence Forces (auc), le 
by Carlos Castaño. Mr Castafio’s forces hav: 
been waging a murderous campaign rec 
ently against the civilian population om 
southern Bolivar, who have traditionally 
sympathised with the etn. 

The EtN’s leaders have vowed to con 
tinue their campaign against the electricity) 
grid until they get their haven. The auc hav 
vowed retribution, threatening to kill ter@ 
“sympathisers or rural guerrillas” for each 
pylon or sub-station that is hit. The paramil~: 
itaries have murdered at least 30 people 
since January 18th. 

Mr Pastrana was in Washington this: 
week for talks with President Bill Clinton, 
who has offered him $1.6 billion in military’ 
aid to fight drug-trafficking and, in practice, 
the FARc. He claimed the talks with the Farc) 
were going well, and that the guerrillas: 
would soon accept his proposal for foreign: 
mediators to get involved. Many Colombi-: 
ans are more sceptical. And little or none of 
the American money is likely to be used 
against the auc, which has also been ac- 
cused of involvement in the drugs trade. Un- 
less the ELN drops its demand for a haven in 
southern Bolivar, the prospects for a second 
set of peace talks are likely to remain dark. 
amarenean reaa a 







Brazil 


Teaching the 
teachers 


SAO LUIS 


To fidgety ten-year-olds are giving 
Elizabeth Santos a tough time as she tries 
to deliver a geography lesson on Brazil's 
main rivers. “Pay attention!” she says, a little 
wearily, as chattering drowns out those pu- 
pils called to the front of class to read out 
their work. Typically for a trainee teacher 
here in Sao Luis, the capital’ of the northern 
state of Maranhao, Ms Santos herself has 
only a secondary-school education. 

Until recently, Brazil's most glaring edu- 
cational problem was that the supply of 
primary-school places failed to match a rap- 
idly growing population. In 1970, oniy 67% of 
children aged 7 to 14 (the period of compul- 
sory primary education) were in school; in 
1985 the figure was only 82%. But by last year, 
enrollment had climbed to aver 96%, thanks 
to government efforts to create new places 
(and to encourage poorer parents to use 
them) anda falling birthrate. 

That leaves Brazil with two fresh educa- 
tional challenges. One is to expand second- 
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y places. The second, and 
Wore difficult one, is to im- 
rove the quality of educa- 

on. This is urgent:almost half 
fai Brazil's pupils are at least 

e year behind in their stud- 
œs, and are having to repeat 
Mne or more years. Poorly pre- 
[wared teachers seem to be the 

nain cause. Studies by INEP, 
“ne federal agency responsible 

or research and standards, 
ow that the pupils of teach- 
rs with university-level edu- 
ation make much faster pro- 
ress than those whose 
iweachers lack it. But only about 
ralf of the 1.5m teachers in Bra- 
kils public primary schools 
mave a higher-education qual- 
ication; in Maranhao, the 
sackhander in this respect, the figure is 7%. 

President Fernando Henrique Cardoso’'s 

vernment wants all schoolteachers to 
Fv university degrees by 2007. That will be 

ard. Low pay discourages well-educated 
cruits. The worst-paid among teachers in 
zil’s poorest states, got big pay rises in 
1998 after the government changed the con- 
sstitution to mandate a minimum level of 
spending per pupil across the country. In 
Maranhao, primary-school teachers now 
typically earn between 200 and 300 reais 
($112-169) a month. That is double what some 
earned before, but still hardly generous. The 
result is that many primary-school teachers, 
almost all of whom are women, need to find 
other jobs to earn a living. Ms Santos, for ex- 
ample, has a less-skilled but better-paid eve- 
ning jobasa hospital nursing auxiliary. 

In the long run, the government could 
pay teachers better by reallocating educa- 
tion spending; for example, by cutting subsi- 
dies to universities and by trimming a 
bloated educational bureaucracy. But in the 
short run, the government's effort to cut its 
fiscal deficit gives it little margin for further 
rises in teachers’ pay. Instead, official efforts 
are concentrated on trying to improve the 
skills and qualifications of the current teach- 
ing force. This includes a national on-the-job 
training scheme for teachers, using satellite- 
delivered television programmes. 

But in Maranhao, making graduates of 
the 50,000 primary-school teachers lacking 
degrees is way beyond the capacity of the 
three local universities. So one of them, the 
State University of Maranhao (uema) is de- 
veloping a low-cost on-the-job training 
scheme, encouraging 3,000 teachers among 
its recent graduates to train as roving tutors, 
giving classes to their less-qualified col- 
leagues. But at most, this scheme will train 
only 25,000 teachers by 2007, according to Iva 
da Silva, its organiser. 

In Brazil, however, as elsewhere, making 
schools better is not simply a matter of 
money. iner has found that schools in the 
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Neglected heroine of the classroom war 


same district, with similar resources and 
similar levels of teachers’ pay, have widely 
differing results. To level up those results, the 
education ministry has sent every public- 
school teacher a set of handbooks suggesting 
what to teach and how. Every public school 
is also being sent sets of approved textbooks. 
The next step is to start evaluating each 
teacher's performance, and to pay and pro- 
mote her accordingly. In federalist Brazil, 
that requires consensus among the munici- 
palities and state governments that actually 
run theschools. Unsurprisingly, the teachers’ 
unions oppose the idea. But support for the 


measure is growing at all levels 
of government, says Maria 
Helena de Castro, iNEP’s presi- 
dent. 

Teacher training, too, 
could be improved without 
extra spending: many courses 
are over-academic, with little 
attention given to classroom 
teaching, or to supervised 
placements in schools. Again, 
the education ministry's pow- 
ers to make changes are lim- 
ited. But it plans to set up a na- 
tional agency, in partnership 
with the states and munici- 
palities, to accredit training 
schemes. The idea is to shut 
down the worst while offering 
grants to help the mediocre 
ones improve. 

Mr Cardoso, himself a former university 
professor, has placed one of his more able 
ministers, Paulo Renato Souza, in charge of 
education, and left him in the job for more 
than five years now. Such continuity is rare 
in educational policy in Latin America. And 
appropriate: improving the quality of teach- 
ers’ training and of what they deliver in the 
classroom will be a long slog. After all, coun- 
tries such as the United States and Britain are 
stil) struggling to achieve the same ends, 
mere than a century after they introduced 
universal primary education. 

— = a 








PORT OF SPAIN 


HAT do you do if you are an ambi- 

tious politician in a small, beautiful 
but poor Caribbean island, with vol- 
canoes, rainforests and waterfalls, but 
lacking one essential commodity: rich 
tourists? Build a new airport, according to 
Edison James, the prime minister of Do- 
minica, who hopes to retain that job in the 
island’s election on January 31st. 

But that is easier said than done. Dom- 
inica’s mountains plunge straight to the 
sea. Mr James’s plan involves moving four 
small mountains, filling in the intervening 
valleys, and building a new road to halve 
the 90-minute journey from the existing 
small airstrip to Roseau, the capital. The 
cost: $110m, says Mr James; much more, 
say his opponents. The opposition leader, 
Rosie (Roosevelt) Douglas, says there is a 
much better site elsewhere (which just 
happens to be in his constituency). 

Aid donors are sceptical, too. But Tai- 
wan has offered $20m. The government 
last year raised another $53m through 
commercial bond issues. Since its total 
revenue was only $78m in 1998, servicing 





Dominica’s white-jumbo airport 


| 


these debts will be a strain. But Mr James 
says that extra flight fees and tourism will 
de the trick. His latest scheme is to per- 
suade a private company to build, own 
and operate the airport, anyway. 

If that fails, there are other ways to 
raise cash. A Dominican passport can be 
had for $50,000 or so. They are marketed 
on the Internet. The waiting time is around 
a month, formalities minimal. Several 
hundred have been sold, mainly in China, 
Taiwan and Russia. Other countnes are 
starting to object. Canada is reviewing its 
policy of visa-free access for Dominicans 
after a party of Chinese with island pass- 
ports tried—unsuccessfully—to enter 
through Toronto last November. 

Dominica is also dabbling in Internet 
gambling and offshore banking. An 
increasingly poor international reputa- 
tion could do the island no good: it is rely- 
ing on the European Union to pay grants 
equal to almost 2% of Gpr a year until 
2004 to help its inefficient banana farmers 
switch to other crops. But airports, how- 
ever paid for, may indeed win elections. 
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ALGIERS 


Algeria’s amnesty brought in rebels, but mainly those who had already 
stopped fighting. Now the army is pursuing the more dedicated killers 


HE Algerian regime has a habit of con- 

cocting figures. The city of Algiers has just 
turned 1,000 years old, or so the government 
decided on rather dubious historical 
grounds. The resulting jamboree coincides 
with another suspect announcement: that 
80% of the Islamist militants who have 
waged a bloody insurrection for most of the 
past eight years surrendered under an am- 
nesty that expired on January 13th. Is there 
really anything for Algerians to celebrate? 

On the face of things, yes. Although the 
regime has kept the numbers wonderfully 
vague, many militants have come down 
from the hills and handed in their arms. Two 
days before the general amnesty expired, the 
government formalised a separate deal with 
the Islamic Salvation Army (ais), the largest 
rebel group and the military wing of the Is- 
lamic Salvation Front (rts). The ars had, in 
fact, been observing a ceasefire since 1997. 
But now all its units are officially invited to 
disband in exchange for a full pardon. 

Life in Algiers has almost returned to 
normal. Drivers are willing to brave the 
streets at night once again, and business has 
been picking up at bars, restaurants and 
nightclubs. But in the countryside, the killing 
continues, albeit on a less awful scale than a 
few years ago. 

Local newspapers (often as unreliable as 
the government) carry daily stories of grisly 
murders at fake security checkpoints or 
deadly clashes between the army and the re- 
maining guerrillas. Some 700 people are said 
to have died since July. The dissolution of the 


THE ECONOMIST JANUARY 29TH 2000 


ais, although welcome, scarcely affects the 
security situation since its forces had not 
been fighting anyway. It could even drive 
some Ais fighters back into terrorism out of 
dissatisfaction at the terms of the deal. 

Nobody knows much about the unre- 
pentant militants. A number of armed 
bands, without any centralised structure, are 
sometimes loosely labelled as the Armed Is- 
lamic Group or G1A. It is clear, however, that 
the militants remain capable of bloodshed. 

The army has promised an unforgiving 
offensive now that the amnesty has expired. 
But it has pursued an all-out crackdown be- 
fore, without great success. Foreign dip- 
lomats suggest that its counter-insurgency 
tactics amount to shelling the hillsides and 
forests from which attacks are thought to 
have come, and then sending in conscripts in 
tanks to flush out the fighters. The rebels that 
have survived war and amnesty are the most 
dedicated and extreme. 

That may not faze Abdulaziz Bouteflika, 
Algeria’s president of eight months. He has 
used the “civil concord” initiative, which he 
launched in July, more as a vehicle to rally 
political support than to pacify the country. 
In September, he put it to a referendum, 
which, according to official figures at least, 
was approved overwhelmingly, on a huge 
turnout. Having marshalled much of the 
electorate, bought off most of the legal oppo- 
sition leaders with plum appointments and 
restored a semblance of stability, his next 
task is to jump-start the economy with the 
help of foreign investment. To that end, he 





has appointed a reformist government. 

But even naming the members of this 
government has proved a struggle. Mr Bou- 
teflika and le pouvoir (the power), as the 
competing factions of generals who domi- 
nate Algeria are known, did not seem able to 
agree on who should be included, delaying 
the govemment’s formation by nine 
months. Although Mr Bouteflika gained the 
presidency with the generals’ support, he 
seems determined to chart as independenta 
course as he can. He has pledged, for exam- 
ple, to undo the lucrative monopolies on im- 
ports that serve as nest-eggs for senior offi- 
cers. At the election, a majority of the 
generals must have felt willing to concede 
some power to keep Algeria on the rails; they 
may now be balking at the consequences. 

Humbler Algerians, railing against cor- 
ruption and inequality, may also balk. Any 
effective reform will involve dismantling 
much of the inefficient and over-staffed 
public sector. But, with unemployment al- 
ready near 30%, further job losses will be 
hard to stomach. Foreign companies will 
hesitate to pick up the slack while doubts 
about the insurgency remain. At the mo- 
ment, almost all outside investment flows 
directly to the oil industry, based safely in 
the deserts of southern Algeria. 


Setin their ways 


It seems unlikely that such an entrenched 
and unresponsive ruling class can manage a 
clean and open privatisation, a cornerstone 
of the planned reforms. Mouloud Ham- 
rouche, a former prime minister, says that 
many of the current regime's senior officials 
resisted his attempts at economic liberalisa- 
tion in the late 1980s. “Their only experience 
of competition is Coke and Pepsi.” snorts a 
western ambassador. 

If things do go awry, Mr Bouteflika’s 
stitched-up “civil concord” will come under 
strain. Although he has played successfully 
on the popular yearning for stability, he has 
not got to grips with the political impasse 
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that brought the country to crisis in the first 
place: the refusal of le pouvoir to counte- 
nance any strong Islamic force in politics. Mr 
Bouteflika refuses to lift the eight-year-old 
ban on the Fis, which was poised to win the 
1992 election until the army cancelled it, 
plunging the country into violence. Many 
believe that Mr Bouteflika concluded his 
separate deal with the ais expressly to un- 
dermine the political leadership of the ris. 
The ris still frightens the regime. The se- 
curity services try toimpede foreign journal- 
ists from visiting leaders who have been re- 
leased from jail, and keep the two most 
senior figures under lock and key. ris 


spokesmen, however, insist that support for 
the party remains strong. 

But the regime is trying to foster more ac- 
ceptable Islamist voices to lure away suppor- 
ters. The most prominent of these, Talib Ibra- 
himi, is trying to found a new party with a 
platform similar to the Fis’s own, but with 
less overt reference to Islam. Mr Ibrahimi ran 
for president at the last election with the im- 
plicit endorsement of the ris, but withdrew 
at the last minute, claiming fraud. Further 
elections, for local and regional bodies, are to 
take place soon. Perhaps they will reveal 
whois getting the better of whom. 








Sierra Leone 


Diamond king 


HAT precisely did Foday Sanko! 

mean when he said that all mining # 
Sierra Leone had to stop from January 24% 
for a clean-up? On the face of it, perhaps, h` 
statement sounded responsible—but not t 
any Sierra Leonean. 

MrSankoh is leader of the Revolutionar 
United Front (kur), a rebel movement that 
waged a brutal civil war in Sierra Leone fou 
eight years. After last July’s peace accord, h» 





CAIRO 


HE 20 years that have passed since the 
world’s one billion Muslims crossed 
into Islam’s 15th century have been mo- 
mentous, witnessing a sleepy faith trans- 
formed into a global force. A new religious 
radicalism spread from the Islamic heart- 
land to the periphery, challenging not just 
governments and social conventions, but 
secular, rational tenets. The violence of a 
tiny minority of Islamists alienated other 
faiths as well as fellow Muslims, provoking 
war and internal oppression as govern- 
ments responded to what they sensed was 
an elemental threat to their legitimacy. 
Spasmodic violence continues; in 
some parts of the world, it may even be in- 
creasing. But in the Middle East, the 
fountainhead of political Islam, a gentler 
form of Islamic modernism seems to be 
gaining ground. The trend can be seen most 
clearly in Iran, where revolutionary zealots 
are fighting a rearguard campaign against 
the reformist camp. Similar inter-Islamist 
struggles go on in the Arab world: the pre- 
ceding article looks at the splits between 
accommodationists and militants in Alge- 
ria. But the Arab struggle is on a subtler 
level than in Iran since most Arab regimes 
have driven political Islam underground. 
In Egypt, where the roots of the move- 
ment run deepest, influential Islamists are 
now softening their tone, calling for reform 
instead of revolution, and an Islamic 
“framework” for society rather than a rigid 
Islamic state. “There is a new generation, 
even in Saudi Arabia, that sees the radicals 
as backward,” explains Aboul Ela al-Madi, 
an Islamist who left the old-school Muslim 
Brotherhood to form the still unlicensed 
Centrist Party. “We want to be seen as an 
opposition force and not as a resistance 
movement, and to work from within the 
system rather than seek to overthrow it.” 
Significantly, some leaders of the mili- 
tant groups that waged a campaign of ter- 
ror in the early 1990s have now followed 





A gentler Middle Eastern Islam? 


Mral-Madi’s lead and applied to form legal 
parties. The move represents not only an 
appeal to the Egyptian mainstream, but an 
ideological shift. Previously, the radicals 
had rejected the very concept of demo- 
cratic politics asun-Islamic. 

The Egyptian government has shown 
little sign of softening in return. It continues 
to jail thousands of Islamist militants, and 
last autumn arrested dozens of relatively 
moderate Muslim Brothers, some of whom 
are now being tried. Like other ruling estab- 
lishments, Egyp*’s still feels that Islam has 
no place in politics. 

Although political Islam has largely 
been barred from politics, the Islamist re- 
naissance has prompted governments to 
take seriously their role as guardians of Is- 
lamic practice. Evidence of this comes from 
the courts. In Egypt, Lebanon, Kuwait and 
elsewhere, litigants have tried to enforce 














Immutable call to prayer 


eral readings of Islam. The more notorious 
rulings have seen self-declared Muslims 
branded apostates for seeking to reinter- 
pret fundamental principles of the faith. 

For many Muslims, this prosecutorial 
intent represents the crux of the problem. 
Even as Islamists moderate their tone, the 
essential contradictions in their ideology 
have yet to be ironed out. Islamists of all 
stripes condemn the separation of religion 
and state as a western, secular aberration. 
Yet the implications of fusing religion and 
state remain ominous for Muslim dissent- 
ers or religious minorities. 

Islamists also unite in calling for the 
application of Islamic law, yet they cannot 
agree on whatexactly this law consists of. It 
does not help that the Islamic legal tradi- 
tion was broken when modern codes su- 
perseded it in most Muslim countries a 
century ago. Nor does it help that every 
Muslim sect, society and state has de- 
veloped differing versions of religious law. 

The fact that Islam’s main text, the Ko- 
ran, is regarded as the actual word of God 
necessarily assigns a paramount place to 
the interpreters of this text. But who is to 
choose the interpreters? And who is to say 
what the “correct” interpretation is? 
Egypt's parliament has just passed a law 
giving women fuller rights todivorce. In the 
debate both reformists and conservatives 
claimed to have religious law on their side. 

The biggest challenge, Mr al-Mahdi be- 
lieves, is to agree on the boundaries of Is- 
lam. Attempts like his own to broaden the 
ground of agreement have led conserva- 
tives to accuse the new Islamists of diluting 
the faith. “We often find ourselves between 
two fires,” he says, “the lack of a demo- 
cratic state where wecan express ourselves, 
and the risk of treading on what other Is- 
lamists feel are sacred principles.” 

Because of such tensions, the strongest 
glue holding the Islamist movement to- 
gether—aside from the declaration of 
faith—remains the perception that Islam 
faces enemies. And, sadly, there is still no 
shortage of evidence that can be produced, 
or at least interpreted, as proof of bias. 
od 
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moved to the capital, Free- f 
town, and was made chair- | 
man of the Commission for 
the Management of Strategic 
Resources, National Re- 
construction and Develop- 
ment, a grand-sounding orga- 
nisation charged with finding 
a new government policy for 
mining and selling the coun- 
try’s diamonds. 

The diamonds are mostly 
mined by young men, often 
local farmers, who usually 
work in pairs on river banks in 
the east of the country. Armed 
with picks, shovels and primi- 
tive pumps, they dig out the 
banks, washing the gravel in sieves. If they 
are lucky, they pick out one or two tiny dia- 
monds a day. Mining will not make them 
rich but it pays better than farming. 

Before the civil war, the diamonds went 
up a chain of bosses, ending with a trader, 
often Lebanese or Senegalese, who had the 
international connections to get them to Eu- 
rope, where he could make a vast profit. 
When the war started in 1991, Mr Sankoh’s re- 
bels chased out the Lebanese traders from 
many of the diamond areas and inserted 
themselves at the top of the diamond pyra- 
mid. They sold the stones in Liberia or 
Guinea, often in exchange for weapons. 

By 1995, the government had started to 
employ foreign mercenary soldiers, paying 
them with some of the remaining diamond- 
mining concessions. The deal did not work, 
and the mercenaries left. They were replaced 
by a West African peacekeeping force whose 
troops, mostly Nigerian, soon found that 
digging diamonds was more profitable than 
imposing peace. They made local deals with 
the rur, in one place mining on opposite 
sides of a river bank. 

Sierra Leone once produced $500m- 
worth of diamonds a year, but now only 
about $30m-worth trickles through to Ant- 
werp, Europe's diamond centre, still mainly 
by way of Liberia and Guinea. The govern- 
ment gets nothing from this. Indeed, there 
has been no governmental authority in the 
main diamond areas for many years. 

So when Mr Sankoh announced that all 
licences were revoked, people wondered 
what licences he was talking about. His com- 
mission's authority is ill defined, it has no 
building and, as a body, has yet to meet. 
None of its members had been consulted by 
Mr Sankoh. Nor had the Ministry of Mines, 
which is still, in theory, supposed to manage 
the country’s minerals. 

Some suspect that Mr Sankoh’s state- 
ment had more to do with the arrival, on the 
same day, of an international committee 
charged with monitoring the peace accord. 
Mr Sankoh would dearly like to win the pres- 
idency in next year’s election. But the RUF is 
criticised for breaking the ceasefire, failing to 
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All mine, says Sankoh, and all the mines too 


disarm, not allowing relief agencies into its 
areas and not releasing prisoners. Mr San- 
koh, it is surmised, wanted to sound states- 
manlike about something else. 

Another reason could be that, as the Nig- 
erian peacekeepers depart with their loot 
and shovels, other forces are moving into the 
diamond areas. One such is commanded by 
Hinga Norman, Sierra Leone’s deputy de- 
fence minister. He happens to be Mr San- 
koh’s most formidable rival. 


Nigeria ` 
Buck passing 


LAGOS 


NE day last week policemen burst into 
Bola Olarinoye’s dilapidated home in 
the Bariga district of Lagos. They were look- 
ing for her son, Kayode, reputed to bea mem- 
ber of an ethnic group, the Odua Peoples 
Congress (orc), which the government 
blames for the recent wave of violence in 
south-west Nigeria. Finding he was not at 
home, the police beat up Mrs Olarinoye, 
looted some of her belongings and, for good 
measure, destroyed four cars outside her 
house. Support for the orc, already high in 
the neighbourhood, jumped. 
The group was founded in 
1995 to campaign for autonomy 
for the Yoruba people in south- 
west Nigeria. President Olu- 
segun Obasanjo, himself a Yor- 
uba, has ordered the police to 
crush it. In November, 100 peo- 
ple were killed in Lagos in aclash 
between orc members and 
northem Hausa traders. This 
month, the Bariga police chief 
was abducted and allegedly tor- 
tured, his body (not yet found) 
apparently dumped in the 
murky waters of Lagos lagoon. 
On January 13th, Mr Oba- 
sanjo made his anger public in a 
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governor of Lagos state. “I have not seen ani 
action on your part in the recent past to sug 
gest you are in control of security,” he wrot 
and wenton to warn the governor that, if thi 
situation did not improve, the normal re 
course was to impose a state of emergency. 

Mr Tinubu was having none of it. Thanle 
ing the president for “at last” turning his at 
tention to the “absolutely unacceptable” se 
curity situation in Lagos, he said it wav 
outrageous that he should be blamed for it 
Under the constitution, Mr Tinubu pointec 
out, responsibility for the police and othe 
security agencies lies not with state gover 
nors but with the federal government 
headed by the president. Much the same 
point was also made by Diepreye Alameye 
seigha, the governor of Bayelsa state, where 
the army led a punitive mission last month. 

“With respect, Mr President,” Mr Tinubu 
wrote, “ if I had this kind of control over the 
police, the security situation in this country 
would not have degenerated so badly.’ 
Warning Mr Obasanjo against imposing a 
state of emergency, Mr Tinubu suggested 
that students of history would see parallels 
with the 1960s, when the federal govern- 
ment's declaration of an emergency in the 
south-west led to military coups and civil 
war. There was, he hinted, a hidden, north- 
ern, political agenda behind the president's 
alarm over the situation in Lagos. 

Political pundits argue that Nigeria is al- 
ready in the early stages of the 2003 presiden- 
tial election,a contest in which Mr Obasanjo 
has all but declared himself a contender. Al- 
though the president comes from the south- 
west, he got little support from his home re- 
gion in last year’s election. Moreover, since 
coming to power, he has alienated some of 
his former allies in the north. 

To build a firm political base, Mr Oba- 
sanjo may feel the need to discredit Mr Ti- 
nubu. The governor is close to Bola Ige, the 
minister for power and steel, who would 
also like to run for president. Critics see Mr 
Obasanjo playing a political game, holding 
on to all his various powers, but blaming 
others when things go wrong. 








letter scolding Bola Tinubu, the 
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Is 


urope corrupt? 


_ With the shaming of Germany’s former leader, Helmut Kohl, and reports of 
‘French involvement in the party-finance scandal that has engulfed him, it 
may look as if corruption is endemic in European politics. It is not 


© AFTER a string of scandals in the past 12 
months, Europe’s politicians as a breed 
look rather grubby. Last year, the eu’s com- 
missioners had to step down, amid charges 
of nepotism and fraud. In the autumn, 
France’s finance minister resigned under the 
cloud of an investigation into payments he 
took as a lawyer. In Britain and Belgium, ac- 
cusations of sleaze helped bring down gov- 
ernments in the past few years. Now a party- 
finance scandal in Germany, where politics 
` was generally considered fairly clean, is dis- 
gracing the once-mighty. Helmut Kohl, who 
“ruled Germany from 1982 until 1998, and was 
widely regarded as the quintessence of solid 
virtue, has been castigated for flouting the 
- party-finance laws he had himself enacted, 
in order to keep his Christian Democrats in 
power. Iscorruption in Europe rife? 

Not really. The last time that money-con- 
~ nected political scandal shook Europe so 
thoroughly was in 1992, when the Italian sys- 
tem of venality, involving politicians of al- 
mostall parties, was exposed. More than 600 
Italians who had been or still were in parlia- 
< ment were eventually investigated for cor- 
> ruption. But there is a difference between 
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those events and Mr Kohl's disgrace. To take 
one example, the head of the pharmaceuti- 
cal department of Italy’s health ministry was 
found, in 1993, to have $120m in some 14 priv- 
ate accounts. Mr Kohl's sin is to have ac- 
cepted contributions for his party coffers, 
not his own pockets. Not quite the same. 

Still, the old assumption that Europe’s 
north is incomparably cleaner than its south 
is being challenged. Northerners have 
tended to stress differences between the pol- 
itical cultures of cold and warmer climes. Up 
north, the primmer attitudes of Protestant- 
ism, stricter laws against influence-peddling, 
older and stronger individual rights before 
the state, judges less in hock to the executive, 
and a more independent press were all 
thought to have ensured higher standards of 
public and political conduct. 

In the south, where democracy was gen- 
erally a more fragile plant, family and clan 
loyalties held more sway than any sense of 
obligation to the state. There was no moral 
duty, for instance, to pay taxes toa state that 
was likely to give little in return. Yet Mr Kohl, 
whose party also seems to have winked at 
tax dodges, is a thorough-going northerner. 


































The Belgian politicians who, not solong ago, 
took vast kickbacks on arms deals were. 
hardly southern: And where do Eastern Eu 
repeans fit in? Has everything changed? 
The answer is spotty. In Central and 
Eastern Europe, where the concept of a 
benevolent state has yet to take hold after the 
fiasco of communism, corruption in busi-’ 
ness and public life is rife. In the Balkans, 
authoritarian traditions, with or without a. 
communist overlay, have utterly failed to 
create honest societies or political system: 
Greece, struggling valiantly as itis 10 join the. 
European mainstream, is still riddled with 
corruption. Sois Turkey. 
At the other end of the scale; the Nordics 
undoubtedly win the prize for cleanliness 
Last year a Swedish cabinet minister who - 
right well have become prime minister re 
signed when it was disclosed that she had. 
bought her child a modest toy on an official 
creditcard. The Dutch are pretty clean too. 
But in some respects north and south are 
indeed converging. Italy is a bit less corrupt 
than it was. The post-1992 shake-up and new 
party-finance rules have made politicians ; 
across the board much more careful, though 
Italians still have low expectations of their 
public servants: witness the readiness of 
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PARIS 


Ge ID Mitterrand finance Kohl?” a 

French headline asked this week. 
Was there a link, as French and German 
television stations claim, in the early and 
mid-1990s between Elf, France’s then state- 
owned oil company, and the illicit financ- 
ing of Germany’s Christian Democrats? 
And did President Francois Mitterrand, in 
the cause of Franco-German amity and 
European integration, use his taxpayers’ 
money to help Helmut Kohl win re-elec- 
tion as Germany’s chancellor in 1994? 

Those charges are apparently too stun- 
ning to be given much attention on France’s 
politically nervous television channels. For 
its 1992 purchase (and eventual reconstruc- 
tion) of the rusting Leuna oil refinery, in 
eastern Germany, and the associated Mi- 
nol chain of petrol stations, Elf is said to 
have paid some $44m in “commissions”; 
$ism, under Mitterrand’s orders, are said to 
have gone to help Mr Kohl’s party, then 
struggling in the polls. A French-Tunisian 
intermediary for Elf, André Guelfi, who 
also delights in the sobriquet “Dédé la Sar- 
dine”, says that Mitterrand and Mr Kohl 
both knew of the payments. 

Some of the documents that might 
support the charges have gone conve- 
niently missing; hence the indignation of 
Elisabeth Guigou, France’s Socialist minis- 
ter of justice, about “rumours based on 
anonymous talk”. Yet the accusations, 
emanating from a “high-ranking aide” of 
the late French president, are plausible. 

First, the Machiavellian Mitterrand, 
Socialist president from 1981 to.1995, had an 
interest in supporting Mr Kohl. Who else 
could persuade Germans to abandon their 
p-mark in favour of the euro? Second, until 
its privatisation between 1994 and 1996, Elf 
(which was taken over by Total Fina last 
September) was not just a company but an 
agent of the state. Its job was to guarantee 























many Italians to vote for Silvio Berlusconi, 
the right-wing opposition’s leader, despite 
his convictions for fraud. His supporters say 
that the judges who sentenced him were bi- 
ased—which means, sadly, that Italians ei- 
ther mistrust their courts or tolerate dishon- 
esty among their political leaders. 

Other southerners, notably Spaniards 
and Portuguese, have both improved, 
though sleaze and corruption, especially at 
regional and city levels, is still common. But 
Spain’s last Socialist government, led by Fel- 
ipe Gonzalez, fell largely because it was seen 
to be corrupt. 

France (see box) straddles the old divide 
between north and south, but has tended to 
veer towards traditionally southern stan- 
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France’s oil supplies ard also 
its political influence; hence 
its quasi-governmental role in 
former colonies like Gabon. 

The consequence was a 
culture of corruption, kept 
hidden until, in the early 
19908, a new breed of coura- 
geous magistrates, such as Eva 
Joly, and independent audi- 
tors began to emerge. It tarned 
out, for example, that ef the 
FFr2.5. billion (ow worth 
$380m) lost by Elf in various 
investments between 1988 
and 1993, some FFr787m was 
injected into a textile group part-owned by 
a former wife of Loik Le Bloch-Prigent, Elf’s 
then chief executive. 

Even more striking were Mrs Joly's 
accusations against Roland Dumas, for 
seven years foreign minister under Mitter- 
rand and now chairman (albeit in reluc- 
tant absentia) of France’s Constitutional 
Council. Mr Dumas, 77, isaccused of taking 
bribes from Elf to let the state-owned 
Thomson csr sell six frigates to Taiwan in 
1991. Mr Dumas had earlier vetoed the sale 
lest it imperil French relations with China, 
at which point Thomson apparently called 
on Elf’s persuasive powers. Those seem to 
have included Mr Dumas’s mistress, 25 
years his junior, Christine Deviers-Jon- 
cours, who in 1998 related her role for Elfin 
a book she called “La Putain de la Répu- 
bligue”—“The Republic's Whore”. At first, 
and despite having been.held on remand 
on Mrs Joly’s orders, the putain backed Mr 
Dumas’s claims of innecence, but last 
spring, apparently feelingscorned by him, 
she changed her mind. 

Would that France’s seandals involved 
only Elfand days gone by. They do not. The 
magistrates’ list of the suspect and the 








dards of public mores—-witness the array of 
at least 30 ministers. heads of top companies 
and big-city mayors who: have been con- 
victed of corruption in thespast decade. But, 
as in Italy, a new type of magistrate has done 
much to put French politicians and public 
figures on the spot. 

Where Europeans from all quarters of 
the continent display common frailties ts in 
their lust for cash for their political parties. In 
most countries, membership fees now 
barely cover the smallest of costs, let alone 
the fortunes that can be spent on media 
campaigns. Since the cold war ended, cash 
from abroad has dried up. Communist par- 
ties can no longer look to Russia for help; 
Americans are more interested in the new 
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guilty ranges high and wide. One reason is 
that the limited devolution of power from 
Paris to the provinces in the 1980s has in- 
creased regional politicians’ powers of pat- 
ronage: hence the fall into temptation in 
the 1990s of Alain Carignon, mayor of Gre- 
noble, and Michel Noir, mayor of Lyons, 
both of whom went to prison. So did Ber- 
nard Tapie, a crooner turned soccer club 
owner and Socialist minister, 

Is France therefore like Italy was during 
the scandals of the early 1990s, with a cor- 
rupt political class living in fear of the 
magistrates? Given that President Jacques 
Chirac was mayor of Paris from 1977 to 
1995, it is perhaps convenient that Mr Du- 
mas’s Constitutional Council has ruled 
that a sitting president cannot be investi- 
gated. This week some 30 businessmen and 
politicians, including Guy Drut, a former 
Gaullist minister, were put under investi- 
gation amid reports that the country’s four 
leading parties had taken turns to siphon 
up to $90m in 1989-96 from the school- 
building programme of greater Paris. 

But France and Italy do differ. In Italy 
the state works badly and is despised. In 
France, it functions well—and is admired. 


democracies that have sprung up round thi 
world. In any event, more and more Euro 
pean countries now ban foreign donations 
So European parties snuggle as closely a: 
ever to businesses. And parties of the centre 
left, like Britain’s Labour Party, which onc 
banked on trade unions, court corporat 
money as avidly as any right-wing party. 

Asa result, most Europeans, in the sout! 
as well as the north, are becoming keener t 
limit donations (see table on previous page. 
InGermany, any gift of more than DM20,00: 
($10,300) must be published; Mr Kohl's lotev 
idently did not. In the United States th 
threshold is $250, in France, FFri,o00 ($150 
Neither the Germans nor the French are sur 
posed to accept foreign donations; the Brit 
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ish may soon be similarly constrained. In 
some countries, such as France (since 1995), 
parties can no longer get money from trade 
unions orcompaniesatall. In addition, more 
countries reckon that strict spending limits, 
both for individual candidates and for na- 
tional parties, might help make things 
cleaner still, 

Another trend is towards the public fi- 
nancing of political parties. Some countries, 
such as Germany, have stopped allowing tax 
relief for businesses that give money to par- 
ties. In Germany, Italy, Spain, France, Swe- 
den and the Czech Republic, among others, 
parties now get public money in proportion 
to their recent electoral performance. Many 
countries also give parties public subsidies 
or perks like free postage and broadcasting. 
In Sweden, the state is the main source of in- 
come for parties: last year SKrigom ($17m) 
was spent on them. 

Above all, much greater candour about 
cash is now being demanded—by law. In 
mostcountries, party accounts are supposed 
to be published. In addition, the press, audi- 
tors and the courts are all becoming much 
more intrusive and rigorous. But the best re- 
straint on corruption is public intolerance. 
Few taxpayers or voters, whether in the 
north or the south of Europe, wish politi- 
cians like Mr Kohl to hide the main sources 
of their party cash. A new wave of candour 
can be expected. Corruption in European 
politics is probably on the wane. 


Austria 


Broken taboo? 


FTER three months of haggling, it looks 
as if a party with Nazi echoes, albeit 
increasingly muffled, may join Austria’s gov- 


ernment for the first time since unadulter- ` 


ated Nazis held power in Vienna 55 years 
ago. If Jorg Haider’s far-right Freedom Party 
does team up with the mainstream conser- 
vatives of the People’s Party to form a gov- 
ernment, what—beyond creating shock- 
waves abroad and nervous embarrassment 
at home—might that do for Austria? 

At mid-week, it was not certain that the 
two parties would clinch a deal. But it looked 
pretty clear that the People’s Party and the 
left-of-centre Social Democrats, Austria’s 
leading party for the past 13 years, had, after 
nine rounds of talks, definitely failed to do 
so. As an alternative, a minority government, 
led by any of the country’s three biggest par- 
ties, looked implausible. The most likely 
prospect, then, was that the People’s Party’s 
chirpy, bow-tied leader, Wolfgang Schüssel, 
foreign minister in the outgoing coalition, 
would become chancellor. 

As part of the deal, Mr Haider would stay 
out of government at the national level, 
while staying on as governor of Carinthia, 
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the southern state where his party rode to 
power in alocal election last year. But the lat- 
est opinion polls suggest that, since an in- 
conclusive general election in October, 
when the Haiderites edged into second place 
behind the Social Democrats and just a 
whisker ahead of the Schiisselites, the far 
right has become even more popular—and 
might even win most votes if an election 
were held today. More to the point, if the 
Freedom Party now performed well in gov- 
ernment, the bouncy Mr Haider, 50 this 
week, would come closer to achieving his 
aim of becoming chancellor next time. 

This causes understandable horror both 
at home and abroad. Never since the war in 
the German-speaking countries has a politi- 
cian widely considered to have Nazi sympa- 
thies and antecedents come so close to 
power. Mr Haider now calls Hitler's rule a 
“cruel and bloody dictatorship”. But, even if 
they are now disavowed, people remember 
his earlier comments: his praise for Hitler's 
“employment policies” and his cheerful de- 
scription ofa group of Austrian ss veterans as 
“decent fellows”. 

Some of the reasons for Mr Haider’s rise 
are unpleasant, others perfectly respectable. 
The lingering whiff of nastiness mainly con- 
cerns his hostility to foreigners and immi- 
grants, who are numerous in Austria, a chief 
recipient of Balkan refugees, among others. 
The more respectable reasons include his 
party’s opposition to the time-dishonoured 
system of Proporz, whereby the two hitherto 
main parties carved up just about all public- 
sector jobs, from ambassadors to health in- 
spectors, between them. If the new Schüssel- 
Haider axis endures, the economy may un- 
dergo faster deregulation and the pace of pri- 
vatisation should pick up. The over-cosy 
consensus that has given the trade unions, 
which are close to the Social Democrats, a big 





Haider’s happy returns 
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say in policy (blocking suggestions, for in- 
stance, that the retirement age should go up) 
may be weakened too. 

Foreign policy could also shift gear. Mr 
Haider was against Austria joining the Euro- 
pean Union, though he now accepts its 
membership as irreversible. In the past, 
echoing the populist cry that immigrants are 
already stealing jobs from native Austrians, 
he has sounded hostile to the idea of neigh- 
bours such as Hungary, the Czech Republic 
and Slovenia joining the eu too. As part of a 
deal with Mr Schüssel, he may now agree not 
to oppose theirefforts. 

At the same time, with the Social Demo- 
crats out of power, Messrs Haider and Schus- 
sel may consider breaking Austria’s tradition 
of “perpetual neutrality” by seeking to join 
NATO. In any event, even without Mr Haider 
himself actually in government, the mould 
of Austrian politics may well be broken. 
ast s 


Spain 
Power play 


MADRID 


OP the labels conservative and social- 

ist, right and left. The latest buzzwords 
in Spanish politics, as the two main parties 
try to shore up alliances before the general 
election on March 12th, are centre and pro- 
gressive. Jose Maria Aznar, the first fully 
fledged conservative to be elected to power 
since the death of General Franco in 1975, is 
an ardent centrist these days, making much 
of his rapport with Britain’s Tony Blair. 
Meanwhile, the Socialists, who moved 
steadily towards the middle ground during 
their long period in office up to 1996, may 
now try to widen their appeal to the left—by 
linking up, for electoral purposes, with the 
mainly-Communist United Left. Until now, 
Mr Aznar looked as if he had the edge, with 
pollsters giving him a lead of five percentage 
points or so ahead of the Socialists. But if the 
latest talk of deals between progressives to 
embrace a wider range from centre to old left 
comes to something, the contest could be a 
lot tighter. 

Mr Aznar is campaigning on a record of 
Spain’s solid economic growth, steady lib- 
eralisation and political stability, achieved 
despite governing for four years with a mi- 
nority in parliament, backed by the main 
nationalist (and non-violent) parties in Cat- 
alonia and (for most of the time) in the 
Basque region. Mr Aznar is also proud of 
bringing the peseta into Europe’s single cur- 
rency atits outset, in defiance of many doub- 
ters at home and abroad. He has brought un- 
employment steadily down, from 23% when 
he came to power, to its still high level of 15%; 
and the figure for males, he points out, is 
close to the Eu’s average. Most Spaniards 
admire Mr Aznar for keeping the trade un- 
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ions sweet, for negotiating a- tricky par 
liamentary pact with Catalan nationalists, 
and for standing tough in the face of Basque 
separatist violence. Though leaders of both 
the main parties stood shoulder to shoulder 
at a huge rally in Madrid on January 23rd to 
protest against the killing of a Spanish soldier 
by Basque terrorists two days earlier (the first 
such attack for 19 months), the mood of pat- 
riotic anger should help Mr Aznar. 

On the economic front, the prime minis- 
ter promises more of the same. But he says he 
can now afford to spend much more on in- 
frastructure—and make Spain, the fifth- 
most-populous country in the Eu, a leading 
force in Europe. In politics, Mr Aznar’s 
avowed centrism has been largely wel- 
comed too. Most Spaniards no longer think 
of his People’s Party (pr) as the direct descen- 
dant of Franco’s Falangists (fascists). 

But neither do they warm very readily to 
Mr Aznar’s cool, rather dour efficiency. His 
opinion-poll lead over the Socialists is actu- 
ally slimmer than the one he had before the 
last general election, when he ended up 
squeaking ahead of the Socialists by a bare 
percentage point. And the lead looks even 
shakier, now that the Socialists’ leader, Joa- 
quin Almunia, has asked the United Left to 
join him in an electoral alliance modelled on 
those that have helped the left to power in 
France and Germany. 

Mr Almunia, a steady Basque lawyer 
who lost his party’s primary election only to 
be reinstated when the victor, Josep Borrell, 
bowed out a few months later, says that 
Spain leans naturally to the left--and the So- 
cialists must now take advantage of that. In 
the last general election, his party and the 
United Left together polled 2.5m more votes 
than did Mr Aznar’s pp. 

Can they now form a broad-left electoral 
pact? They would have to sort outor push 
under the carpet—~a number of economic 
differences. The hard left, unlike the Social- 
ists, is generally against privatising state as- 
sets; indeed it wants to renationalise some 
that have been sold off. It also wants to raise 
income tax and reduce the standard working 
week to 35 hours. It would also have to reach 
some kind of understanding on issues such 
as Spain's membership of Nato, which it has 
always opposed. 

But one issue on which the two groups 
think more alike is that of regional power. 
Both the Socialists and the United Left say 
they want a more thorough-going federal 
system. The Catalans’ leader, Jordi Pujol, 
who has hitherto backed Mr Aznar in gov- 
ernment at the centre, is warily studying 
their statements, though he says he dislikes 
the United Left's economics. 

Mr Aznar and Mr Almunia have agreed 
not to make Basque violence a campaign is- 
sue. But in practice they might operate a bit 
differently. Mr Aznar says he cannot give the 
Basques more than the self-government 
they already have if that means rewriting the 
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constitution, which guarantees the unity of 
thestate. Mr Almunia has been careful not to 
sound soft on terrorism, lest he lose votes 
even in old Socialist strongholds such as An- 
dalusia and Extremadura. But in power he 
and the United Left might prove more pliant. 
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Ex-Soviet Union 
A ghost lurks 


MOSCOW 


EPENDING on where you stand, Russia 
is a poverty-stricken pariah or a 
prosperous superpower. Just as intema- 
tional concern over the war in Chechnya at 
last produced some mild sanctions from the 
West, Russia’s acting president, Vladimir Pu- 
tin, this week welcomed to Moscow n lead- 
ers of countries even poorer and weaker 
than his own, all professing a desire for 
deeper friendship. His confident perfor- 
mance at their get-together made a sharp 
contrast with Boris Yeltsin’s increasingly 
doddery performance on such occasions. 
The upshot of the latest summit meeting 
of the Commonwealth of Independent 
States, the crs, like that of the 22 previous 
ones since its founding in 1991, was another 
bunch of declarations. But Mr Putin seems to 
want to make something of this apparently 
moribund body. He side-stepped tricky 
questions about the interminable delay in 
creating a free-trade zone, and neatly 
switched discussion from Chechnya to the 
need for a joint “anti-terrorism centre”. If 
this ever gets going, it will be the first joint in- 
ternal-security organisation since the Soviet 
Union's break-up—and a step with ominous 
associations for those with unhappy memo- 
ries of the kgg, Mr Putin, ex-kGB himself, has 
a robust view of the past. He wants the cis to 
keep “all the best things” of the Soviet Union. 
What this may amount tois still an open 
question. Mr Putin’s first priority is Russia’s 
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election on March 26th, which on current 


form (around 60% in one opinion poll) he 
will easily win. But another crs summit in 
April will show whether the Putin adminis- 
tration’s desire to make the body “less theat- 
rical and more businesslike”, in the words of 
one of his advisers, is more than just talk. 

Mr Putin announced what he called an 
“epochal” event on another front, at a cere- 
mony to mark the ratification of the treaty of 
unification between Russia and its most 
loyal ally, Belarus. This is supposed to bring, 
among other things, the election in Septem- 
ber of a joint parliament. The new capital of 
the Russian-Belarussian union may be Smo- 
lensk, a Russian provincial town half-way 
between the twocountries’ capitals. 

The reality of this also remains shrouded 
in mist. The “union” with Belarus may be no 
more than a way of tickling Russian voters’ 
notions of their country’s importance, to be 
discarded when convenient. More likely, Mr 
Putin wants to use it asa means of expanding 
Russia westwards. He may even see it as the 
prelude for reunifying Russia with other ex- 
Soviet republics. None of these explanations, 
it should be added, will much please Bela- 
rus’s strange leader, Alexander Lukashenka, 
who fancied his own chances for the top job 
in the new country, but has been eclipsed by 
Mr Putin’s rise to power. 

Russia’s influence with some of its cis 
neighbours is genuine enough, and may be 
growing. Many Belarussians feel more at 
home with Russia than with their own woe- 
begone new country. Armenia, squashed 
between Turkey and Azerbaijan, sees Russia 
as its protector. The government of Tajiki- 
stan, the poorest country of the ex-Soviet 
Union, needs Russian soldiers to protect it 
against Islamic insurgents. Problems with 
the West may be making Ukraine’s newly re- 
elected president, Leonid Kuchma, edge 
closer to his Slavic big brother. 

But most of the other countries’ interest 
in Russia is primarily a matter of oil and gas: 
either getting them cheap from Russia, or 
using Russian pipelines for export. Turkme- 
nistan, a gas-rich dictatorship in Central 
Asia, has just signed a big gas-export deal 
with Russia, after talks with neighbouring 
Iran bogged down. Kirgizstan, a hard-up 
mountainous country on China’s border, 
used the summit to plead for the reschedul- 
ing of its $133m energy debt to Russia. 

The trickiest relationship is with Geor- 
gia, a small republic bordering on Chechnya. 
Georgia opposes Russia’s war there, wants to 
join naro, and is meanwhile snuggling up to 
Turkey. Georgia’s wily president, Edward 
Shevardnadze, said that regional security 
was “acutely discussed” at the crs meeting, 
with “concrete considerations stated”, the 
usual guff for a stormy exchange. If the crs 
really starts working properly,an early result 
may be Georgia’s withdrawal from it. As- 
suming, that is, that Russia lets it. 
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Wolfgang Schäuble, Germany’s Sisyphus 


HE embattled leader of Germany’s scandal-embroiled Chris- 

tian Democrats, Wolfgang Schäuble, once likened himself to 
Sisyphus, condemned for ever to push a stone up a hill, only to see 
it roll back down just before he reached the top, then to have to 
start all over again. Now, perhaps more even than after the attack 
by a mad gunman ten years ago, which left Mr Schäuble a parapie- 
gic ina wheelchair, he must be reflecting on the awful appropriate- 
ness of that simile. Many onlookers in Berlin reckon that this ume 
the stone is going to crush Mr Schäuble and put him out of political 
action for good. But he is nothing if not durable. Can he survive, 
and start struggling back uphill yet again? 

Only a couple of months ago, after an unbroken string of suc- 
cesses in state and local elections, pollsters said that Mr Schaubie’s 
party of the solid centre-right had a 10-15 point lead over Chancel- 
lor Gerhard Schroder’s flailing Social 
Democrats, and Mr Schauble himself, 
ats7, looked handsomely set to be Ger- 
many’s next chancellor. Now, after be- 
ing shredded by Germany’s. biggest 
political scandal in 50 years, the Chris- 
tian Democrats are 13 points behind; 
and Mr Schäuble trails Mr Schröder by 
an even more ignominious 31 points. 
Some politicians wonder if the party 
that has run Germany for 36 of the 55 
years since the second world war, let 
alone Mr Schauble, can survive at all. 

Earlier this month, some Christian 
Democrats began calling for his head. 
His dithering at a time of crisis was lam- 
entable, they moaned. He and the rest 
of a panic-stricken leadership were 
running round like headless chickens. 
Three decades of proximity to the dis- 
graced ex-chancellor, Helmut Kohl, in- 
cluding 20 as one of his closest lieuten- 
ants, made Mr Schäuble especially 
suspect: surely he must have known 
about the slush funds built up during 
Mr Kohl's 25 years as party leader. Mr 
Schauble’s own belated and grudging 
admission that he himself had taken 
an undeclared DM100,000 ($52,000) in 
cash from Karlheinz Schreiber, an 
arms dealer at the heart of the scandal, further damaged him. 

But still he dithered, Since Mr Kohl's confession in November 
that he had kept secret accounts in order to treat certain matters 
“confidentially”, Mr Schäuble had sought to defend his former 
mentor, while publicly pressing for a “complete clarification” of 
any misdemeanours “without consideration for anyone”. He 
spoke of the party's pride in Mr Kohl, respected worldwide as bot 
Germany’s unifier and Europe’s champion, while privately urging 
the obdurate old man to name his anonymous donors. Mr Schau- 
ble said Mr Kohl need not step down as honorary party chairman. 

But then, as Mr Kohl turned against his loyal successor for 
demanding clarity about those murky accounts, Mr Schauble be- 
gan tochange his mind. Mr Kohl had started to ignore and circum- 
vent him, putting it about that Jürgen Rüttgers, from North Rhine- 
Westphalia, would do better. Mr Schäuble seethed. After all, Mr 
Kohi had personally chosen him three years ago as his heir. He had 
served Mr Kohl unstintingly-as a young member of his “combat 
force” in the 1970s before the Christian Democrats took power, for 





five years as head of his chancellery after 1984, for two years as in- 
terior minister overseeing German unification from 1989, and for 
seven years as the party’s leader in parliament, before eventually 
taking over as the Christian Democrats’ overall boss after the gen- 
eral-election defeat in 1998. 

Though differences in style and character had caused the odd 
row behind the scenes, the pair had been like father and son. A 
dry, caustic, Protestant tax lawyer, Mr Schäuble admired the jov- 
ial, gluttonous Mr Kohl for his sheer physical presence, flair and 
capacity for winning elections. Mr Kohl, Roman Catholic and 12 
years older, valued Mr Schauble’s quick intelligence and trouble- 
shooting nerve. Mr Kohl, jealous of power, habitually eliminated 
rivals and critics. But Mr Schauble, a very private man with extra- 
ordinary self-control and stamina, knew how to stay unthreaten- 
ingly in Mr Kohl's long shadow. 

But he knew less well, when the 
time came, how to set himself and his 
party free of it. Recent revelations of 
the Christian Democrats’ financial 
shenanigans, involving suitcases 
stuffed with banknotes, dirty money 
laundered through front companies, 
millions of p-marks stashed away in 
foreign banks, documents both forged 
and conveniently lost, eventually 
spurred Mr Schäuble into action. 

His friends persuaded him that, if 
he resigned, that would simply leave 
the party in the hands of Mr Kohl and 
his more conservative supporters, so 
he took a deep breath and told Mr Kohl 
either to name the anonymous donors 
or give up his honorary chairmanship. 
As expected, the proud old patriarch 
preferred to cut his ties with his politi- 
cal family rather than give in to his for- 
mer underling. For Mr Schäuble it was 
like patricide. He always put his loyalty 
to Mr Kohl above almost everything, 
even his own ambitions, Now the 
party came first. 

Will a more free, less hidebound 
Mr Schäuble emerge—-or is it too late? 
He has a fresh air of determination, 
self-assurance, even gaiety. He knows that plenty of trouble still 
lies ahead. Criminal and parliamentary investigations under way 
are likely to bring further embarrassment. Divided between con- 
servatives who wanted to stay loyal to Mr Kohl and modernisers 
who look~-for the moment—to Mr Schäuble, the party is facing 
swingeing fines for breaching party-finance laws. Wounded but 
still scheming, and still revered by many Germans, Mr Kohl could 
yet sink Mr Schauble. 

But at last Mr Schäuble can be his own man. Now that the 
party leadership, if not yet the Kohl-loving rank-and-file, is 
broadly behind him, he can set about making changes in party 
structure and finance. He must also begin to reshape and repack- 
age party policy, much of it cleverly pinched by Mr Schréder and 
dressed up as his own. With his party due to meet in April, Mr 
Schäuble has but two months—maybe less, if the congress is 
brought forward—in which to make his mark. Two months, in 
present circumstances, is a long time. The stoneis still rolling down 
the hill. It will be remarkable if he can even hold it where itis. 
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GLOBALISATION AND TAX 





T WAS not a pretty sight. In 1839, the roads of 

Wales were crowded with men wearing women’s 
clothes, in an obscure reference to a story from the 
Bible. By the time they were back in their usual at- 
tire, several tumpikes (tax collection points) had 
been demolished. During the following five years, 
these “Rebecca rioters”, as they became known, 
donned their frocks and smashed turnpikes many 
times, doing what most taxpayers before and since 
could only dream about. But now some govern- 
ments are starting to worry that globalisation, 
spurred by the Internet, will do to their tax systems 
what those transvestite Taffies did to the turnpikes. 

Like the boy who cried “wolf”, governments 
have raised the alarm about globalisation so often 
that their credibility is in doubt. For all the talk of 
footloose capital heading for low-tax countries, 
starting a “race to the bottom” in which gov- 
ernments slash taxes and services to lure global 
business, the taxman’s cut of world income is larger 
today than it has ever been. Yet in the story the wolf 
eventually did attack the sheep, and the boy's 
shouts for help went unheeded. Is the same thing 
about to happen to the world’s governments? 

It does not help that globalisation can mean 
many things to many people, but a minimum defi- 
nition would probably include a diminishing role 
for national borders and the gradual fusing of sepa- 
rate national markets into a single global market- 
place. The term “globalisation” was probably first 
coined in the 1980s, but the idea has been around for 
a long time. Indeed, by some measures the world 
was more globalised a century ago than it is now: 
certainly people were far likelier to emigrate to find 
work. After an anti-trade backlash in the 1920s and 
30s, globalisation has been accelerating during the 
| past three decades. And thanks to innovations in 
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The mystery of the vanishing taxpayer 


communications and transport that let people and 
capital travel at great speed, it is now moving into a 
different gear altogether. 

As globalisation ebbed and flowed, the tax- 
man’s share of economic output went relentlessly 
up, despite warnings from politicians that glo- 
balisation would make it harder for governments to 
collect taxes and thus to provide public services. But 
now a new factor has entered the equation: the In- 
tenet. It epitomises borderlessness, and the irrele- 
vance of being in a particular physical location. By 
being everywhere and nowhere at once, it seems 
certain to speed up globalisation. And in doing so, 
according to the Organisation for Economic Co- 
operation and Development, it might damage tax 
systems so badly that it could “lead to governments 
being unable to meet the legitimate demands of 
their citizens for public services”. 


Shopping around 


The Internet age has dawned just as tax collectors 
are getting worried about another aspect of glo- 
balisation: tax competition. Both the European Un- 
ion and the orco have declared war on “harmful” 
low-tax policies used by some countries to attract 
international businesses and capital. The oecD says 
that tax competition is often a “beggar-thy-neigh- 
bour policy” which is already reducing government 
tax revenues, and will start to be reflected in the 
data during the next couple of years. The Internet 
has the potential to increase tax competition, not 
least by making it much easier for multinationals to 
shift their activities to low-tax regimes, such as Ca- 
ribbean tax havens, that are physically a long way 
from their customers, but virtually are only a 
mouse-click away. Many more companies may be 
able to emulate Rupert Murdoch’s News Corpo- 


Globalisation, 
accelerated by the 
Internet, is 
exposing serious 
flaws in the 
world’s tax 
systems. So will we 
all be paying less 
tax in future? 
Matthew Bishop 
investigates 














ration, which has earned profits of £1.4 billion ($2.3 
billion) in Britain since 1987 but paid no corporation 
tax there. 

This survey will seek to discover whether all this 
poses a real threat to tax revenues. Inevitably, this 
will involve a good deal of speculation. The Internet 
is still young, and nobody can know how big it will 
grow. For the taxman, its increasing use raises two 
main challenges. The first is unique to the Internet. 
The World Wide Web is an entirely new channel for 
moving goods and services from producers to cus- 
tomers, and taxing virtual goods and retailers is 
much more difficult than taxing physical ones. Mu- 
sic can now be downloaded via the Internet, from a 
retailer located who knows where, without a need 
for discs or tapes. Other products may similarly de- 
materialise, making it hard for the taxman to pin- 
point them. New Internet taxes, such as the pro- 
posed “bit tax”, levied on the volume of electronic 
transmissions, make little sense, and would face 
huge political opposition from those who want to 
keep the taxman out of cyberspace—including some 
American presidential hopefuls. 

Taxpayers, too, may dematerialise. In a famous 
New Yorker magazine cartoon showing two dogs 
sitting in front of a computer screen, one tells the 
other: “On the Internet, nobody knows that you are 
a dog.” The ability to collect tax is contingent on 
knowing who is liable to pay it, but taxpayers may 
become increasingly hard to identify as anonymous 
electronic money and uncrackable encryption tech- 
nology are developed. 

As almost everybody knows, there are two ways 
of cutting your tax bill. Tax avoidance is doing what 
you can within the law. As a great American judge, 
Learned Hand, put it, “There is nothing sinister in so 
arranging one’s affairs as to keep taxes as low as pos- 
sible. Everybody does so, rich and poor; and all do 
right, for nobody owes any public duty to pay more 
than the law demands.” Tax evasion is what hap- 
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pens outside the law. There may be a thin line be- 
tween the two, but in one sense it is a solid one: as 
Denis Healey, a former British chancellor, once put 
it, “The difference between tax avoidance and tax 
evasion is the thickness of a prison wall.” The m- 
ternet is likely to make it easier to break the law. 

The second challenge the Internet raises for the 
taxman is its potential for intensifying tax competi- 
tion between governments. Tax collection around 
the world is built on the belief that every nation- 
state has the right to decide for itself how much tax 
to collect from the people and businesses within its 
borders. Governments may be willing to pool their 
sovereignty by joining international bodies such as 
the un, the mmr or the eu, but they cling to their right 
to set their own taxes. Even in what some see as the 
nascent EU superstate, member countries refuse to 
give up their control of direct taxation. 


Competing visions 


Many countries have bilateral tax treaties with other 
countries, mainly to avoid double taxation. But 
again the rules of such treaties assume that the na- 
tion-state is what counts: they merely determine 
which nation-state has priority where more than 
one country has a claim. Multinational companies 
complain that nationally based taxation inhibits 
them from operating as truly global businesses, But 
for governments, it makes sense to design tax sys- 
tems that attract footloose wealth. 

Tax competition raises three big questions 
which this survey will try to answer. First, is there 
really such a thing? Some pundits doubt that tax- 
cutting governments are indeed motivated by hopes 
of poaching economic activity from other countries. 
Yet, as we shall see, there is enough evidence to sug- 
gest that tax competition should be taken seriously, 
and that without intervention it will only get fiercer. 

Second, can it be stopped? It will not be easy. 
Not many people will defend tax havens. But al- 
though they make fine whipping boys, tax havens 
simply do in a more extreme form what many “te- 
spectable” governments themselves increasingly in- 
dulge in. Ireland opposes harmonising corporate tax 
rates in the Eu because its low rates give ita competi- 
tive edge. Britain blocks an ev savings-tax directive 
because it might hurt the City of London. Luxem- 
bourg and Switzerland will not agree to share infor- 
mation with foreign tax authorities because people 
who want to cut their tax bills come to them looking 
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for discretion. And America may well ask for a 
worldwide ban on new Internet taxes because as a 
net exporter of e-comimerce it would be the biggest 
beneficiary. 

. Some policymakers think that a World Tax Or- 
ganisation should. take its place alongside institu- 
tions such as the UN, Naro, mr, World Bank and 
World Trade Organisation (wro). But tax national- 
ism is likely to ensure that this will not happen. The 
orcp lacks sufficient clout, especially over non- 
members. The eu has a better chance of curbing tax 
competition among its own members, both through 





“its directives and through the European Court of 
~ Justice, which is steadily, if slowly, enforcing tax 
~ harmony in the name of the single European mar- 


ket. But any success the Eu achieves internally may 
simply make it more vulnerable to tax competition 
from non-u countries. 


‘GLOBALISATION AND TAX SURVEY 5 


Third, is tax competition really sc bad? The 
orco thinks it could undermine democracy by 
stopping countries from pursuing the tax policies 
their voters want. Footloose capital is free-riding on 
less mobile taxpayers, getting the benefit of services 
provided by governments in higher-texing coun- 
tries while paying taxes in low-tax jurisdictions, if at 
all. The ev objects mainly to special tax treatment 
offered to some taxpayers but not others, on the 
ground that it interferes with the single market. 
Some Eu governments also argue that. tax competi- 
tion makes it ever harder to tax mobile factors of 
production such as capital. Instead, they complain, 
they have to increase taxes on less mobile factors, 
notably labour, which may drive jobs away. 

Charles Tiebout, an American economist, ar- 
gued back in the 1950s that competition between 
governments can be as good for everybody con- 
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(74 O TAXATION without repre- 
ee sentation.” The slogan of the 
“American revolution. has long been a 
rallying cry for taxpayers and tax evad- 
[ers alike—though not always with such 
dramatic consequences. Arguably, the 
struggle to tax people in ways they find 
acceptable has been the main force 
shaping the modern nation-state. But 
are tax policies designed when the na- 
tion-state was all-powerful still appro- 
) priate now that globalisation, spurred 
on by the Internet, is rapidly eroding na- 
tional borders? 

Prostitution may be the oldest pro- 
fession, but tax collection was surely not 
far behind. The Bible records that Jesus 
offered his views on a tax matter, and 
converted a prominent taxman. In its 

| -early days taxation did not always in- 
volve handing over money. The ancient 
Chinese paid with pressed tea, and Ji- 
varo tribesmen in the Amazon region 
stumped up shrunken heads. As the 
price of their citizenship, ancient Greeks 
sand Romans could be called on to serve 
vas soldiers, and had to supply their own 
weapons—a practice that was still going 
strong in feudal Europe. As Ferdinand 


-| Grapperhaus recounts in “Tax Tales” 


(International Bureau of Fiscal Docu- 
mentation, Amsterdam, 1998), the ori- 

gins of modern taxation can be traced to 
wealthy subjects paying money to their 
king in lieu of military service. 

The other early source of tax rev- 
enue was trade, with tolls and customs 
duties being collected from travelling 
merchants. The big advantage of these 
taxes was that they fell mostly on visi- 


“) tors rather than residents. One of the 


earliest taxes imposed by England’s Par- 
- Hamer, in the 13th century, was “ton- 
nage and poundage” on wine, wool and 





leather, targeted at Italian merchants. 
Sometimes rulers went a little over the 
top. Excessive taxation. was one reason 
why King Charles I of England lost his 
head. Many of those guillotined during 
the French Revolution of 1789 were 
much-resented private tax collectors. 
And the Boston Tea Party was a protest 
by American patriots against the tea tax 
imposed by their British rulers. 

Income tax, the biggest source of 
government funds today, is a relatively 
recent invention, probably because the 
notion of annual income is itself a mod- 
ern concept. Governments preferred to 
tax things that were easy to measure 
and therefore to calculate liability on. 
That is why early taxes concentrated on 
tangible items such as land and proper- 
ty, physical goods, commodities and 


ships, or the number of windows or: 


fireplaces in a building. The first income 
tax was levied in 1797 by the Dutch Ba- 
tavian Republic. Britain followed suit in 
1799, and Prussia in 1808. Like most new 
taxes, these imposts were first intro- 
duced as temporary measures to fi- 
nance war efforts. After the European 
powers had made peace in Vienna in 
1815, Henry Addington, the British prime 
minister of the day, swore that an in- 
come tax would never be imposed 
again. But in 1842 the British gov- 
ernment revived the tax. 

What stands out about the 2oth cen- 
tury—and particularly its second 
half—is that governments around the 
world have been taking a growing share 
of their countries’ national income in 
tax, mainly to pay for ever more expen- 
sive defence efforts and for a modern 
welfare state. Taxes on consumption, 
such as the sales tax that is a big source 
of revenue for America’s state and local 


governments, and the value-added tax 
on goods. and services in Europe, have 
become increasingly important. 

Big differences between countries 
remain in the overall level of tax. Ameri- 
ca’s tax revenues amount to around 


one-third of its Gor, whereas Sweden's- 


are closer to half. There are also big dif- 
ferences in the preferred methods of 
collecting it, the rates at which it is lev- 
ied-and the definition of the “tax base” 
to which those rates are applied, as well 
as the division of responsibility for tax- 
ation between levels of government. 


Global economy, national taxes 


The increasing globalisation of econo- 
mies in the 20th century was accompa- 
nied by a rare outbreak of international- 
ism by the tax authorities. Many 
countries chose to tax their citizens— 
individual or corporate—on their global 
income, whether or not they had al- 
ready paid their due on some of it 
abroad. 

The League of Nations, the forerun- 
ner to the United Nations, in 1921 com- 
missioned a report by financial experts 
who concluded. that this practice of 
“double taxation” interfered with 
“economic intercourse and...the free 
flow of capital’. It suggested rules for 
detérmining when tax should be paid to 
the country in which the income is gen: 
erated, and when to. the taxpayer's 
country of residence. It drafted a model 
treaty (now updated by the ogc) that 
spawned many bilateral agreements. 
Initially intended to stop income being 
taxed twice, these bilateral treaties 
opened the way for multinational com- 
panies to avoid tax on their profits alto- 
gether by setting up in business where 
taxes were lowest. Combined with 
greater mobility of capital, this new flex- 
ibility encouraged tax competition be- 
tween countries. 
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Why the taxman 
fears the Internet 


‘cemed as competition in any other marketplace. 


Like companies, governments can compete by offer- 
ing different combinations of public services and 
taxes; if people want bigger government and are 
happy to pay for it, they are free to choose it, just as 
some people choose a snazzier car, or fly business 
class. Tax competition will put pressure on gov- 
ernments to provide their services efficiently, but 
that need not mean they have to be minimal. There 


Net losses 


Li a newborn baby, the Internet is still young 
enough for people to predict all manner of 
things for it without anybody being able to prove 
them wrong. Some people say that ecommerce will 
never really take off. Others insist that it is the most 
important development since the invention of the 
printing press. Whoever is right, taxmen the world 
over would be wise to prepare for the worst, 
Whereas most people worry that the Internet 
will reduce personal privacy, some tax experts reck- 
on that it will allow unwilling taxpayers to hide 
more easily, According to Jeffrey Owens, head of fis- 
cal affairs at the ogcn, the Internet may make it 
hard to pinpoint the identity or location of people 
who are carrying out potentially taxable activities. A 
domain name used on the web may give no clue to 
the location of its originator. Even websites of well- 
known international businesses may not reveal the 
location of the offices that maintain them. The tax 
authorities still rely on paper-based records, yet the 
Internet will encourage the keeping of electronic re- 
cords--which may well be stored in some foreign ju- 
risdiction, safe from the taxman's dawn raids. 
When gathering information, tax collectors also 
rely heavily on independent third parties such as re- 














are limitations to this theory, notably Tiebout’s as- 


sumption that every taxpayer is mobile, and can 





vote with his feet. In reality, richer taxpayers tend to __ 


be more mobile than poorer ones. If tax competition 
becomes stronger, using the tax system to redistrib= 
ute money from rich, mobile taxpayers to poor, less: 
mobile ones may become worryingly hard. The In- 
ternet will make more people mobile, rendering the 
rest even more wretched. 


tailers, who have little to gain by helping others to 
evade taxes and can therefore be a-valuable source 
of impartial data. However, e-coramerce may well 
cut out many of these middlemen. Over the In- 
ternet, customers can buy direct from producers. 
One area of e-commerce that is expected to grow 
rapidly is online business-to-business auctions 
which allow, say, widget producers.and widget us- 
ers to make direct deals. These sites could make tra- 
ditional brokers and dealers redundant, removing a 
useful information source for the taxman. The sites 
may also establish themselves in a.country whose 
rules make data hard for tax authorities to get hold 
of.On the other hand, the Internet may make it easi- 
er for different countries’ tax authorities to commu- 
nicate with each other, privacy rules and national 
interests permitting. 

The Internet may also make it possible for secret 
transactions to take place through the use of anony- 
mous e-money and highly secure encryption. Tax 
authorities, as well as the police, fear that this kind 
of technology will foster a culture of evasion and 
lead to an increase in money-laundering—moving 
money obtained by criminal activity into legitimate 
bank accounts. 

How justified such fears are is difficult to judge. 
E-money has yet to catch on with e-commerce con- 
sumers, who seem to have come to terms with using 
their credit cards online. Thanks to government 
pressure, most of the different versions of e-money 
now being developed deny their users the anonym- 
ity needed to evade the taxman, and certainly the 
anonymity provided by old-fashioned cash. 

Oakington, a firm developing a digital-cash sys- 
tem called eBits, is trying to persuade the American 
government to throw its weight behind its not- 
wholly-anonymous product so that fully anony- 
mous alternatives never get established. However, 
the American government's attempts to stop en- 
cryption technology being exported to places that 
might put it to nefarious uses have merely caused 
much of the development of the technology to be 
carried out in other countries. 

Even if they can pinpoint their elusive taxpay- 
ers, the tax authorities may find it harder than ever 
to collect the money. Some of the third-party infor- 
mation gatherers that are now being cut out by tech- 
nology have also played’an important role as tax 
collectors. Retailers, for example, often collect taxes 
on the sale of goods, and companies collect income 
tax on behalf of their workers. Iran effort to replace 
those middlemen, some tax authorities are now 
casting an eye in the direction of shipping compa- 
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_ nies suchas FedEx, as well as credit-card companies, 
but are getting an unenthusiastic response. 

<e bo Governments worry that the wired world may 
-< make it easier for many more people to take advan- 
_ tage yf tax havens, hitherto the preserve of a 
y few. Mr Owens of the orco sums up the ar- 
gument: “Internet banking will offer simple access, 
nsaction costs, a degree of anonymity and in- 
ant ability to move money around the world, to an 
extent not widely available now. If this is combined 
-with well-run, well-regulated offshore institutions, a 
much wider clientele is likely to be attracted to these 
services ethan are using them today.” 























‘itis g the potential of the Internet to revolutionise 
nature of work that may create the biggest chal- 

| lenge to the tax authorities. Today’s tax system relies 
-on knowing where a particular economic activity is 

















‘workers to operate in many different countries 
while sitting at the same desk. 
pavi (Multinational companies may increasingly op- 
“erate as seamless global organisations, with teams of 
workers based all over the world, passing projects 
backwards and forwards via the Internet or the 
_ companies’ private in-house intranets. This will 
make it more difficult for the tax authorities to de- 
mand that economic activity and value creation be 
attributed to a particular physical location. In the 
past, a company was deemed to have a taxable pres- 
ence in a country if it had a “permanent establish- 
ment” there. But at the moment it is not clear wheth- 
er ie existence of a server or a website ane as 

































located. But the Internet may enable individual: 


such a presence. Tax authorities have shown consid- 
erable enthusiasm for a proposal by Luc Hinnekens, 
a lawyer at the University of Antwerp, for servers to 
be designated as “virtual permanent establish- 
ments”. The old trick of finding out where a compa- 
ny’s board meets to establish its place of residence 
may no longer work, because such meetings are in- 
creasingly conducted via satellite or the Internet. 

Tax choices may play a much bigger role inde- 
ciding whether the Internet is a success than for pre- 
vious technologies. “The costs of illuminating 
manuscripts were so much greater than those of 
printing them that the taxation of printed: matter 
would probably have had little impact on the choice 
of technology,” says Charles McLure, an economist 
at the Hoover Institution. E-commerce, by contrast, 
is one of several different ways of delivering essen- 
tially the same product. These delivery channels are 
quite close substitutes for each other, so.if one of 
them has a tax advantage, that may well give it the 
edge, he says. 

Moreover, Mr McLure points out, “The taxation 
of electronic commerce faces. technological. con- 
straints.” The Internet is so new that the direction of 
technological change is fiendishly hard. to. predict. 
By contrast, tax rules are precise and inflexible, and 
take a long time to change. As one frustrated taxman 
puts it, “They can move millions of collars at the 
click of a mouse, and five years later, when weve 
changed the rules, they've come up: with another 
scheme.” Mr Owens concludes: “Tax authorities 
cannot remain passive in the face of such develop- 
ments.” But what should they do? The first place to 
look for an answer is online shopping. 
arora af m 
















66) OAD-KILL on the information superhigh- 
way.” According to one sage, thatis the likely 
fate of America’s sales tax. It is possible. Buy a novel 
from your local Manhattan bookstore, and you will 
* pay acombined state and city sales tax of 8.25%. Pur- 
chase the same book over the Internet from Ama- 
zon.com, and there will be no tax to pay. This advan- 
tage is doing wonders for e-retailers in their battle 
against traditional high-street stores. If e-commerce 
grows as big as some predict, this could blow a large 
hole in tax revenues. In America, sales tax is levied at 
the state and local rather than the national level, 
and many state governors are getting nervous about 
-the potential loss of yield from a tax that currently 
supplies around half of state and local-government 
revenues. Most other countries have different ar- 
rangements, but face many of the same issues. 
Some American states decided on pre-emptive 
| strikes, such as slamming taxes on Internet access, 
which upset the don’t-tax-the-net lobby. Now the 
| two sides have been brought together in the Advis- 
| ory Commission on Electronic Commerce, set up by 
Congress under the 1998 Internet Tax Freedom Act. 
The very name of the act gives a strong hint of what 
the tax collectors are up against: the idea that the In- 
| ternetis the true land of the free, in a way that offline 
| America no longer is. The act also included a three- 
_|-eyear-ban on “new Internet taxes” while a perma- 
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The happy e- -shopper 


nent arrangement is debated. The inclusion of the 
word “new”, however, may be a piece of political 
weaselry: it leaves open the possibility that the “old” 
sales tax might simply be extended to currently un- 
taxed e-commerce. 

Besides, purchases from an online retailer are 
not, in fact, tax-free, whatever Americans may have 
come to believe. Rather, the online retailer may sim- 
ply have no legal duty to collect it, thanks to two Su- 
preme Court rulings on tax disputes involving mail- 
order companies shipping goods to other states. In 














How feasible is it 
to tax Internet 
spending? 


















out-of-state company to collect a sales tax on goods 


coming into the state unless the company hada. 


physical presence or “nexus” within that state. This 
decision was reaffirmed by the Court in 1992, in a 
case involving Quill, a big catalogue seller. Many 
lawyers had thought that improved technology 
would undermine the argument used in the 1967 


case that it was too burdensome for the out-of-state 


seller to discover what tax the customer should pay. 

Legally, most consumers buying goods from 
outside their state are supposed to pay a “use tax” 
equal to what the sales tax would have been, but 
hardly anybody does. America’s so-called “tax-free 
e-commerce” really amounts to mass tax evasion. 
Online-only retailers such as Amazon, unencum- 
bered with a high-street nexus, have neglected to re- 
mind consumers that they may have a legal duty to 
pay a use tax. Many online retailers have added to 
their advantage by basing what physical presence 
they do have (eg, warehouses and offices) in the five 
American states—Alaska, Delaware, Montana, New 
Hampshire and Oregon—that 
do not levy a sales tax. 

This strategy is not entire- 
ly risk-free. Except in states 
that have explicitly ruled it 
out, such as California and 
New York, it is conceivable 
that the tax authorities will 
challenge online-only retail- 
ers on the ground that using a 
server or being contacted at a 
website located within their 
borders constitutes “nexus”, 
obliging them to collect taxes. 
But under the Internet Tax 
Freedom Act they will have to 
wait until next year to do so. 

All the same, the “tax 
break”, however doubtful, 
and however unfair to the (mainly less-well-off) 
people who do not have access to the Intemet, has 
given the online-only retailers a big boost. According 
to a study by Austan Goolsbee, an economist at the 
University of Chicago, 1998 Internet sales would 
have been 25-30% lower if state taxes had been 
charged on them, if only because (often high) deliv- 
ery fees have to be added on top. The overseas sales 
of American-based online retailers probably bene- 
fited as well, because they are trading from what is 
currently an e-commerce tax haven. 

Offline retailers who want to sell online are fac- 
ing serious dilemmas. If they collect tax, they con- 
cede a price advantage to their online-only rivals. If 
they break the law, they risk being taken to court 
and having to pay back taxes. One short-term way 
out is to pay the tax on behalf of the consumer, but 
this is feasible only as long as e-commerce makes up 
just a small part of the firm’s sales. 

Another option is to restructure the business so 
that for tax purposes the online retail operation be- 
comes a separate legal entity from the offline one. 
This is what Barnes & Noble, a chain of bookshops, 
has attempted with its bn.com site. There are some 
legal precedents; for example, Saks Fifth Avenue Fo- 
lio is a legal non-tax-collecting direct-mail operation 
run separately from its high-street sibling. 


1967, the Court said that states could not requirean BL 





any of America’s biggest traditional retail- 
ers consider this strategy too risky. According to. 
Walter Hellerstein, a lawyer at the University of ~ 
Georgia, courts in up to 20 states may not be pre- 
pared to accept the legal separateness of what is es- 
sentially the same brand online and offline. Having 
dithered for ages, high-street retailers are beginning 
to throw their considerable lobbying weight behind 
taxing online sales (and, for that matter, mail order) 
to create a level playing field with traditional shops. 

The Advisory Commission considered several 
dozen proposals at its meeting in December, At one 
extreme, Congressman John: Kasich advocated no 
taxation of anything sold online. Some lawyers reck- 
on that this would prompt every high-street store in 
America to convert itself into an Internet retailer by 
turning its checkouts. into Internet terminals over 
which customers could “order” and pay for the 
goods they have just taken off the shelf. Hal Varian, 
of the University of California at Berkeley, one of the 
few economists who know a lot about both e- 
commerce and tax, proposes scrapping the sales tax 
and raising state income tax- 
es, or levying a new consump- 
tion tax based on an individ- 
uals annual income minus 
savings. 

Mr McLure, of the Hoover 
Institution, favours a Euro- 
pean-style value-added. tax, 
to be levied on household 
consumption of all goods and 
services, whether sold online 
or offline, in or out of a state. 
He would reduce the burden 
on firms of collecting these 
taxes by adopting a common 
nationwide definition of the 
base to which they are ap- 
plied, and by greatly reducing 
the number of different tax 
rates, For the states, Michael Leavitt, the governor of 
Utah, proposed a voluntary scheme that would 
both simplify the system and pass responsibility for 
tax collection to a “trusted third party”, such as a 
credit-card firm. i ` 

Some software firms say they have products that 


_ allow retailers to charge the right rate óf tax even un- 


der the current system, so there is no need to simpli- 
fy the system. However, this kind of software de- 
pends on knowledge of the consumer's location, 
which may be different from the billing address. 
Credit-card companies often have that information, 
but supplying it would probably breach confidenti- 
ality rules. Besides, consumers may be using e- 
money rather than a credit card. At least nobody re- 
vived the old idea of a “bit tax” based on the amount 
of digital information transmitted electronically 
although if taxing the Internet proves harder than 
expected, it may well be dusted down. 

Even if agreement.on the best. tax can be 
reached, it will still have to be implemented. One 
way would be for all of America’s state and local 
governments to reach agreement ona solution, but 
that is highly unlikely because some of them benefit 
from leaving things as they are, Another would be 
for Congress to pass a law overriding the Supreme 
Court’s Quill verdict, but Congress has no appetite 
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-for a federal-versus-state-government turf war, par- 
ularly if it might end up being blamed for “taxing 
e Intenet to death”. 
Many policymakers feel they have time on their 
ide. At present most state governments are running 
sudget surplus. E-commerce, worth an estimated 
billion in 1999, or less than 1% of American retail 
les, is not yet hurting tax revenues much: as a re- 
| cent report by Ernst & Young, an accountancy firm, 
top “The Sky Is Not Falling’. Yet e-commerce is 
- proceeding in Internet time; blink, and it has dou- 
_ bled. If consumers get used to buying online with- 
' out paying tax, politicians may face strong opposi- 
tion to hanging that happy state of affairs. “We 
~ may have only two more Christmas shopping sea- 
sons before it is too late,” says Mr Leavitt. 

































Meanwhile, elsewhere 
¿Most rich countries tax consumption quite differ- 
“ently from the way America does: usually at nation- 
| allevel, and generally raising far more revenue from 
| dit (see chart 4). Yet some of the problems they face 
re similar, 
Within the ev, online retailers are supposed to 
collect value-added tax (var), a tax levied on. pur- 
chases made by individuals but not businesses. Al- 
< though var rates in different eu countries vary 
widely, the ev has ruled that cross-border retailers 
should collect the tax at the rate applying in the 
member state where the purchase is consumed. In 
theory, that should stop online firms setting up in 
whichever eu country has the lowest var rate on its 
product, and exporting to countries with higher 
rates. However, enforcing this policy may prove 
harder than tu officials suppose. As one British cus- 
toms official explains: “If we visit a company in Brit- 
ain and find that it is not charging vat on goods it is 
shipping to, say, Germany, we will certainly tell 
them they are supposed to be charging German var. 
But it is not our job to enforce the collection of Ger- 
man taxes or to tell the German government that it 
| is missing out.” Nor is it clear who will ensure that 
| firms deliver any tax they collect to the appropriate 
‘government. Retailers selling from outside the £u 
‘are even harder to keep in line. 
With physical goods, the taxman can at least 













Gimme shelter 


“66 QQILL GATES would be fabulously more 
wealthy if he had started Microsoft in Ber- 
muda,” says William Woods, chief executive of the 
Bermuda Stock Exchange. “He may have known a 

‘Jot about computer programming when he started 
the company, but his ignorance about tax cost him a 
fortune.” Mr Gates has not done badly even so, but 
he knows better now. Teledesic, a company co- 
founded by the Seattle-based billionaire that plans 

| tooffer broad-band Internet access by satellite, is in- 
corporated in Bermuda. 

Any firm that expects to earn profits from more 
than one country, and to have shareholders from 
more than one country, should set up in Bermuda, 

says Mr Woods—and not just because the British is- 

land. dependency levies no corporate income tax, 








THE ECONOMIST JANUARY 29TH 2000 





GLOBALISATION AND TAX SURVEY 1 



















check that items entering the coun- 
try have had the appropriate duties 
paid on them. But if online custom- 
ers find they have to pay extra when 
their package arrives, they may get 
irritated enough to pressure retailers 
into complying with tax rules. Ac- 
cording to Charlie Gilreath, chief ex- 
ecutive of Globalfulfillment.com, a 
firm that helps online businesses 
with their customers’ orders; extra 
taxes or duties that were not includ- 
ed in the purchase price are among. 
the main reasons why goods or- 





dered online are returned. 

The eu has decided that intangibles delivered 
online should be taxed as services. But collecting tax 
on services is tricky, and e-commerce can only make 
it harder. If a supplier sets up in’a country that does 
not require it to collect taxes.on the intangible goods 
it sells, and delivers the product online, the taxman 
in the consumer's country may never know. 

Many products that are currently tangible, and 
thus fairly easy to tax, may become virtual. Already, 
music can be sent to customers via the Internet rath- 
er than in physical form. Books may soon follow. 
The dematerialisation of products could accelerate 
as Internet bandwidth increases. Clearly there are 
limits: nobody has yet devised a way of download- 
ing a Big Mac. However, even with physical goods it 
may be possible to “unbundle” the price of a good 
into a tangible component and intangible ones— 


such as design, advice or cistowisana eet could 


be located in a low-tax regime. 

Taxing digital goods where they are aimed 
may prove almost impossible. Collecting a sales tax 
from the supplier may be easier, and in America a 
shift towards such origin-based taxation has been 
suggested for intangibles. Since the country isa net 
e-commerce exporter, this is hardly surprising. But 
imposing such taxes might reduce the competitive- 
ness of American firms if competitors set up in 


countries that do not impose the origin tax, And” 


even American entrepreneurs may well decide to 
form new companies in a tax-friendlier place. There 
are plenty of countries competing to attract them. 


but also because it is “tax-neutral” in its treatment of 
holding companies. A holding company incorporat- 
ed in America that receives cash dividends from 
overseas subsidiaries, which have probably been 
taxed already in their country of origin, would also 
have to pay some American tax before any money is 
distributed to shareholders. A Bermudian holding 
company could pass those dividends, gross, direct to 
shareholders. The tax savings could easily have been 
10-15% for Microsoft, which earns around haif its 
profits outside America, says Mr Woods. This would 
have meant higher profits and presumably a higher 
share price—and thus an even wealthier Mr Gates. 
Alas, once a holding company is incorporated in 
a country such as America, the cost of moving to 
Bermuda can be prohibitive. The taxman is likely to 
























Is tax competition 
among countries a 
good or a bad 
thing? 





pont 
17 EN oli 
has a 





take the view that a firm transferring its citizenship 
is, in effect, selling off its assets, and hit it with a 
hefty capital-gains tax bill. Going offshore makes 
most sense for truly global firms, says Mr Woods. If 
you are writing software over the Internet, with 
teams of workers spread across Seattle, Bangalore 
and Israel, it would be hard for any one country to 
claim the right to tax you as a holding company— 
and this is increasingly how companies work, par- 
ticularly in Internet-related business. That is why 
Bermuda is busy marketing itself to entrepreneurs as 
an e-commerce centre. 

Ireland wants to be the e-commerce centre for 
Europe, so, like Bermuda, it has passed a state-of- 
the-art e-commerce law. It has identified 100 global 
technology companies it wants to attract. Like their 
counterparts in Bermuda, politicians in Dublin are 
being bashful about what many would consider Ire- 
land’s main attraction: low taxes. Instead, they like 
to emphasise their high-quality regulation, the ad- 
vantage of being able to do business in English, Ire- 
land’s entrepreneurial spirit, and its highly educated 
yet relatively low-cost workers. 


Pssst...know a good tax regime? 


Boasting about attractive tax policies is unwise just 
now because of international efforts to crack down 
on “harmful tax competition”. This is not, at least 
not explicitly, an attempt to harmonise taxes. The 
EU, for example, has been campaigning against the 
singling out of particular taxpayers for preferential 
tax treatment, which is how many tu countries now 
try to attract investment by multinational compa- 
nies. The main target of this campaign was initially 
Ireland, which has long annoyed some of its bigger 
European partners by offering a modest 10% tax rate 
on profits eamed by foreign manufacturing compa- 
nies that move there, and latterly to foreign financial 
companies operating there. But in a brilliant (if ex- 
pensive) pre-emptive move, the government in 
Dublin agreed to stop giving preferential treatment 
to. some companies and offer the same 12.5% tax rate 
on profits to Irish as well as to foreign firms by 2010. 

This has left other £u countries with more time 
to accuse each other of offering preferential tax 
treatment. A report to the eu’s Helsink: summit last 
December identified 66 different varieties, ranging 


from the Netherlands’ willingness to negotiate se- 
cret advance agreements with foreign firms on how 
much tax they will pay, to Gibraltar’s tax exemp- 
tions for branches of non-resident companies oper- 
ating there. The report found that all eu members 
except Sweden engaged in some “harmful” tax prac- 
tices. 

The orcp is mostly after the more familiar sort 
of sun-drenched tax haven. In particular, it makes a 
distinction between tax rates designed to attract 
“real” economic investment and those aimed at 
merely “financial” capital flows, which are its main 
targets. It is particularly hostile to countries that at- 
tract “brass plate” or “booking” operations, with no 
real work or employment attached to them. It gets 
suspicious when a location offers low or no taxes 
but is unwilling to exchange information with for- 
eign tax authorities, or if companies setting up there 
do not appear to have “substantial activities”. 

What constitutes substantial activities is debat- 
able. Gone are the days when finding out what a 
firm does and where it makes its money simply 
meant visiting its factories. An increasing share of 
companies’ profits comes from financial and other 
services, which are much more elusive than manu- 
facturing plants. It can be hard to tell exactly what 
constitutes substantial activities, and will get even 
harder as the Internet allows, say, servers and data- 
bases to be based in low-tax countries. 

The orco is currently preparing a list of coun- 
tries that it thinks are indulging in harmful tax com- 
petition, which it plans to publish in June. Coun- 
tries worried that they will be labelled “tax havens” 
are mounting a furious lobbying effort. Most of 
them insist that companies within their borders do 
many worthwhile and substantial things, and no 
doubt they often do. Bermuda points out that it 
hosts a thriving, innovative insurance industry, and 
that its government takes a full 22% of the country’s 
Gpr in taxes, though these are levied on consump- 
tion and employment rather than on profits or other 
income. The Cayman Islands claims that it is the 
world’s fifth-largest financial centre, and is home to 
45 of the world’s biggest banks. 

All this regulatory activity seems.to-reflect a be- 
lief that tax competition does indeed exist, that it is 
intensifying, and that it can be harmful (although 
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both the eu and the ogcn quietly concede that it 
can sometimes be beneficial by penalising ineffi- 
cient governments). But is any of this true? 
¿= Tax-competition sceptics point out that in most 
developed countries tax revenues as a proportion of 
--6pp have in fact risen over the past 30 years, and 
that the share of taxes on corporate profits in overall 
venues has remained much the same. On the 
er hand, there is plenty of evidence that lower 
_tax rates have pulling power, and as economies be- 
ome more open, the pulling power is getting stron- 
| ger: A 1998 OECD report on harmful tax competition 
noted that total direct investment by ¢7 countries in 
tax havens in the Caribbean and South Pacific grew 
more than fivefold between 1985 and 1994, to over 
< $200 billion. 
“So-called tax havens accounted for 1.2% of world 
population and 3% of world Gpr, but 26% of the as- 
sets and 31% of the net profits of American multina- 
tionals (though only 4.3% of their workers), accord- 
ing to a 1994 study*, A more recent analysist, by 
| James Hines of the University of Michigan, found 
| othat “taxation significantly influences the location 
_Of foreign direct investment, corporate borrowing, 
transfer pricing, dividend and royalty payments.” 
Another recent study** asked, “Has us investment 
‘abroad become more sensitive to tax rates?” It ana- 
lysed corporate tax-return data for 1984-92 (the lat- 



















































est then available), and found that by the end of this 
period the typical American multinational had be- 
come twice as likely to locate its operations where 
taxation was lowest as it had been at the beginning. 

Falling corporate tax rates around the world also 
provide strong circumstantial evidence that gov- 
ernments are trying harder to cater for international 
firms’ and investors’ appetite for lower taxes. Yet 
such rate cuts have often been accompanied by a 
widening of the tax base—for instance, sy scrapping 
corporate-tax exemptions—which ‘has reduced the 
impact of rate cuts on the bottom line.” 

Are governments wise to engage in tax competi- 
tion? Ireland’s example suggests they may be. The 
country’s recent economic boom owed much to low 
taxes on foreign firms moving there. Its GOP per 
head, which as recently as 1990 was 70% of the BU 


average, now exceeds Britain's, and is expected to 


exceed the ru average by around 2005. But within 
the £u, no other country has tried to compete head- 
to-head with Ireland on tax. By contrast, some devel- 
*“Fiscal Paradise: Foreign Tax Havens and. American Business”, by 
James Hines and Eric Rice. Quarterly Journal of Economics, 1994. 
Lessons from Behavioural Responses to Intematicnal Taxation”, by 
James Hines. National Tax Journal, June 1999. 

Has US investment Abroad Become More Sensitive to Tax Rates?”, 
by Rosanne Altshuler, Harry Grubert and T. Scott Newlon. National 
Bureau of Economic Research working paper, January 1998. 
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To Victor the spoils 


ITH its smoke-filled pubs, tacky 

gift shops and seen-better-days 
‘streets, Gibraltar might be mistaken for 
an English seaside resort that slipped 
through a time warp back in the 1970s. 
But the tiny British dependency on the 
southern tip of Spain is bang up-to-date 
in at least one respect: tax competition. 
| In the past year, it has become a ha- 
ven for bookmakers fleeing a 9% tax on 
bets levied by the British taxman. Sever- 
al leading bookies now have offshore 
“operations there, including Coral, Lad- 
broke’s and William Hill. The firm that 
started the exodus, Victor Chandler, has 
abandoned Britain altogether, moving 
| its entire business to “the Rock”. Its of- 
| fice—full of screens, like any investment 
bank, except that its staff are actually 
meant to be watching the 
sport—is open 24 hours a day, 
taking tax-free bets by phone 
(and soon via the Internet as 
well) from customers all over the 
world. Since making the move in 
May last year, it has become Gi- 
braltar’s largest private-sector 
employer. By some measures it 
accounts for 7% of the economy. 
Victor Chandler, the epony- 
mous boss of the firm, points to 
tax competition by Ireland, 
which last year cut its betting tax 
from 10% to 5%. Irish bookies, he 








says, looked set to clean up in the British 
market. He considered moving to Ire- 
land, but the Irish government did not 
“encourage” him; he suspects it was 
“protecting its own bookies”. So he 
chose Gibraltar: “As well as low taxes, 
there is the English language, British law, 
no corruption, a good pool of educated 
labour, and good telecoms,” he says. The 
British colony compared well with alter- 
natives in the Caribbean that have be- 
come popular locations for Internet 
gambling firms. But the firm has hedged 
its bets by buying a casino in Antigua, 
which it plans to put online. 

The British government is furious, 
but at present all it can do is to restrict 
Victor Chandler's ability to advertise 
offline (though not online). It has an- 





nounced a wide-ranging review of gam- 
bling legislation which will include off- 
shore and Internet betting, but this will 


not be completed until mid-z001. Mean- ` 
while, high-street bookies in Britain are | 
lobbying the government to. scrap. the 


betting tax to save thousands of jobs 
from being lost to offshore competitors. 


Where there is a will 
In America, where gambling is tightly 
regulated “and often banned, Victor 
Chandler’s clients evade American con- 
trols by opening bank accounts abroad 
through which they place their bets and 
get their winnings paid. As Victor Chan- 
dler has no’ assets in America, the au- 
thorities there have no means to make 
the firm comply with their gambling 
laws. Offshore betting by telephone or 
over the Internet is, in effect, deregulat- 
ing the global gambling industry. 

“You can be considered a pi- 
rate doing this,” says Mr Chan- 
dler wistfully. But firms up sticks 
only if they feel they have to, he 
says. “All we are doing is show- 
ing the government that there is 
demand for something that 
wouildn’t be viable if we had to 
stay in their tax regime. Don’t 
think I wouldn’t rather be in 
England—though my wife 
misses it more than me.” Perhaps 
that is why he recently decided 
to sell the business to Enic, a big 
sports and media company. 
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“oping countries have found 


that their attempts to attract 
firms by offering low: taxes 
have been trumped by simi- 
lar countries taxing even less. 

In some countries, the tax 
authorities have responded to 
tax competition by getting 
tough with multinational 
firms that operate within 
their borders but try to take 
advantage of lower taxes else- 
where. When filing tax returns 
in a high-tax country, multi- 
nationals typically claim that 
they have earned as little of 
their profits there as they can 
get away with. Instead, they 
try to attribute as much profit 
as possible to their operations 
in low-tax countries. They do 
this by arranging “transac- 
tions” between their subsid- 
iaries in the two countries, and setting the “transfer 
price” of those transactions so that it has the desired 
effect on profits. 

In theory the transfer price is supposed to be the 
same as the market price between two independent 
firms, but often there is no market. so nobody 
knows what the market price might be. This is par- 
ticularly true of firms supplying services or intangi- 
ble goods. So multinationals spend a fortune on 
economists and accountants to justify the transfer 
prices that suit their tax needs. Increasingly, firms 
try to restructure their operations to get their tax bill 
down as far as possible. There are plenty of opportu- 
nities: according to the oecp, around 60% of inter- 
national trade involves transactions between two 
related parts of multinationals. But tax authorities 
are increasingly looking out for such wheezes. In 
America, in particular, the taxman has been putting 
the squeeze on companies, which have responded 
by allowing more of their taxable profits to arise 
there to keep him happy. This is prompting other 
countries to get tougher, too. 

America is also trying to get a gripon American- 
based multinationals’ tax behaviour in other coun- 
tries, using an instrument know as controlled- 
foreign-company legislation. The main way Ameri- 
can multinationals take advantage of low-tax re- 
gimes is by “deferral”, which means sitting on 
profits earned in those countries instead of sending 
them back to the parent. If the tax authorities think 
that a foreign subsidiary is used only for avoiding 
tax, the subsidiary can be deemed a controlled for- 
eign company and obliged to repatriate its profits to 
the holding company, where it is subject to full 
American taxation. 

This kind of tightening up does not necessarily 
produce a lot more revenue for the tax authorities in 
question, but it does mean companies are spending 
ever more money on tax advice and wasting ever 
more time filling in forms. “Transfer pricing is in- 
creasingly complex, and divorced from economic 
teality,” says Huub Haemaekers, of the International 
Bureau for Fiscal Documentation in Amsterdam, 
who helped design the transfer-pricing system in 
the 1970s, The “arm’s length principie” on which 







c transfer pricing is based—in 
essence, thata multinational’s 
businesses in different coun- 
tries are taxed as if they were 
independent firms operating | 
at arm’s length from each oth- | 
er—makes it ever harder to 
run multinationals. as global 
businesses. 

Philip Gillett, group tax 
controller at ici, explains: 


Commercially, transfer pric- 
ing makes no sense. It forces us to 
spend a lot of time doing things 
that are pointless from a business 
point of view. We have to waste 
time trying to price unfinished 
goods being ‘sald’ from one plant 
to another. itis like asking Ford to 
value a camshaft half-way along 
the production line: a nonsense. 
Businesses want to organise as if 
there were a single global or re- 
gional product market. Instead, 
tax is determining how they organise themselves. It makes 
local managers think more territorially, to start looking 
after their own particular country issues. The tax system 
promotes parochial thinking, 










National tax systems also put a huge price on re- 
organising national businesses into single, seamless 
global operations. For instance, consider a multinat- 
ional with a buying and selling operation in France 
that it wants to scale back to the status of a sales 
agent, transferring most customers to a marketing 
operation in, say, Germany. The tax authorities in 
France would say that the multinational had trans- 
ferred the goodwill in the French operation to an- 
other country, incurring a huge tax liability. This is 
such a big problem in the eu, says Mr Gillett, that “it 
can be easier for a multinational to come from the 
us or Japan and set up on a pan-European basis 
than for an existing European firm to make that 
transition.” 


A better way? 


Mr Gillett would prefer to scrap transfer pricing and 
replace it with a system better suited to the needs of 
global firms. There is no ideal solution, but one op- 
tion would be a “unitary tax”, which involves taking 
a firm’s total profits and allocating different slices of 
that total to individual countries on the basis of a 
formula that-reflects the firm’s relative economic 
presence in that country, The country can then tax 
that slice of profit at whatever rate it sees fit. This 
would still allow tax competition, but without the 
inefficient corporate structures. “Businesses still 
want tax competition,” says Mr Gillett. “If gov- 
ernment faces no downward pressure on tax rates, 
they tend to rise.” 

The prospects for the £u and the ogcn “harmful 
taxation” initiatives look distinctly unpromising. 
Neither carries a big stick, and both are relying on 
drawing up blacklists and “naming and shaming”. 
Yet it is doubtful whether many countries black- 
listed by the orco will feel shamed. After all, two 
wealthy member countries—Switzerland and Lux- 
embourg—have said they will not be bound by the 
OECD's. recommendations. Indeed, some of the 
wilder tax havens regard the whole exercise as a wel- 
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come bit of free advertising. 
“OECD officials speculate that it might be possi- 
ble'to do some sort of deal with tax havens to buy 
| their good behaviour. As one of them puts it, “The 
| amount of tax revenue being lost to the world to give 
_ only a very small nick to the tax havens is very large. 
uld make sense for the bigger countries to buy 
> off.” Or perhaps oreco governments could 
; bring co-ordinated pressure to bear on multination- 
-als not to use tax havens—after all, 85% of multina- 
| tionals are incorporated in ogcp countries. But 
there isso much tax competition amongst oncD and 
EU countries that hopes of such co-ordinated action 
seem forlorn. As Mason Gaffney, an economist at 
~ the University of California, Riverside, trumpeted in 
a recent speech in the Bahamas in favour of. tax 
_ competition: “Freedom anywhere foils tyranny ev- 
erywhere. Tax tyranny is a balloon: seal every leak, 
or it collapses.” 
` Certainly, if the eu were to put a stop to the 
“harmful” tax practices within its borders, many of 
the businesses now taking advantage of them might 
simply move to, say, Switzerland. All the same, the 
EU’S initiative has a slightly better chance of suc- 
ceeding than the oecp’s. It is possible that the Euro- 
pean Commission, the nearest thing the eu has to 
an executive government, will add muscle to its 
- code of conduct by taking action against miscreants 
in the European Court of Justice, on the argument 
that preferential taxes are essentially the same as 
state aid. The commission has been waging war on 
such state aids for years on the ground that they dis- 
{ort competition in the gu's single market. It has tak- 
en disputes to the European Court, and usually 
“won, soit believes it can do the same with taxes. The 
trouble is that such cases usually take years to work 
their way through the court, so the commission 
would prefer countries to fall into line voluntarily. 
Some experts think that the European Court 
may even cause corporate tax rates within the eu to 
be harmonised—long a dream of politicians in Ger- 
many and France, and a nightmare for their coun- 
terparts in lower-taxing Britain and Ireland. Accord- 
ing to Albert Radler, a tax lawyer at Oppenhoff 
&Radler in Munich, the court sees its mandate as 
completing a single market in 
Europe, and its verdicts on 
tax have been moving steadi- 
ly in the direction of har- 
monised corporate taxation, 
even though the member 
states’ governments think 
they have a veto over EU tax 
“policy. If the European Court 
makes a decision, the mem- 
© ber states have to accept it. 
~ Last year the European 
Court found that denying 
benefits under the German- 
American bilateral tax treaty 
to the German permanent 
establishment of Saint-Go- 
bain, a French firm, amount- 
ed to a denial of fundamen- 
tal £u rights. “This was a 
revolution in taxes, extend- 
ing bilateral-treaty benefits to 
non-residents,” says Frans 
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GLOBALISATION AND TAX: 


Vanistendal of the University of Louvain. In future, 
EU member governments may become much keen- 
er toco-ordinate tax policies, if only to stop the Euro- 
pean Court eroding their political control of tax- 
ation, says Pasquale Pistone, a lawyer at the 
European Tax College in Louvain, who has been 
working on proposals for an eu model tax con- 
vention. 


A contradiction in terms 


Some officials at the orco now regret ever using the 
phrase “harmful tax competition”.As one of them 
puts it, “As an economist, how can you ever say any- 
thing bad about competition?” The oecp’s main ob- 
jection to some forms of tax competition is that they 
reduce another country’s tax base, or force .it to 
change its mix of taxes, or stop it taxing in the way it 
would like. But that seems a bit one-sided: what 
about the democratic rights of people in poor coun- 
tries to enjoy a higher standard of living by pursuing 
tax policies that attract overseas investment? In- 
deed, says Edward Troup, a lawyer at Simmons & 
Simmons in London, it would be possible to argue 
that the orco initiative is “an attempt to create a 
cartel amongst certain developed countries. who 
have an unsustainable activity—raising revenue by 
taxing capital—that they want to protect.” 

Economists favouring tax competition often 
point to an article by Charles Tiebout entitled “A 
Pure Theory of Local Expenditures”, published in 
1956. In that article he argued that, faced with a 
choice of different combinations of tax and gov- 
ernment services, taxpayers will. choose to be where 
they get closest to the mixture they want. Variations 
in tax rates across different countries are a good 
thing, because they give taxpayers more choice, and 
thus more chance of being satisfied. They also create 
pressure on governments to be efficient. That makes 
harmonising taxes a bad idea. 

A fascinating paper* by Reuven Avi-Yonah, of 
Harvard Law School, questions that optimistic: con- 
clusion. Certainly, tax competition can. make gov- 
ernments deliver services more efficiently. Even so, 
argues Mr Avi-Yonah, tax competition may reduce 
redistribution and thus weaken the social safety net 
that in a globai economy. is 
needed more than ever. This 
could start a backlash against 
globalisation. of the sort. that 
pushed the world into de- 
pression 70 years ago. 

Tiebout assumed ‘that 
taxpayers are highly mobile, 
but many taxpayers, includ- 
ing the great. majority of 
workers, have not so. far 
shown much sign of getting 
on their bikes. Perhaps they 
are happy with their lot. Per- 
haps, though, they are sim- 
ply unable to move. Will glo- 
balisation, supercharged by 
the Internet, change that? 


Globalisation, Tax Competition and 
the Fiscal Crisis of the Welfare State”. 
Harvard Law Schocl: working paper, 
July 1999. 
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‘Taxing people 
is becoming 
harder, too 





Getting personal 


Eo PAVAROTTI may be a proud patriot, 
yet the famous Italian singer has gone to court to 
prove that he does not live in the land of his birth. 
The Italian government claimed that Mr Pavarotti 
was resident in Modena, and therefore owed over 
$2m in taxes. The tenor argued that he lived in Mon- 
te Carlo and spent only a few days in Italy during 
the years in question, not the 183 days a year that 
usually constitute residency. He also disputed the 
government’s claims that his companies in Italy rep- 
resented his vital economic interests, another criteri- 
on for residency. He said they were mainly vehicles 
for his hobbies and charitable activities. 

After a court ruled against Mr Pavarotti last year, 
he launched an appeal. There has been no settle- 
ment, but he has complied with a law requiring him 
to pay some of the money as a deposit. Francesco Te- 
sauro, his lawyer, is up in arms. As somebody who 
does not spend 183 days a year in any one country, 
he says, his client has merely been exercising his 
right to choose a place of residence—which hap- 
pens to be with other tax-avoiding millionaires in 





Monaco. He owns houses in Italy, 
“but so does the queen of the Neth- 
erlands, and nobody is claiming 
that she is resident in Italy.” The real 
issue, says Mr Tesauro, is that the 
Italian government has launched a 
campaign against the rapidly grow- 
ing number of Italians who have 
shifted their residence abroad to 
avoid taxes, “and they wanted a 
person to spotlight; a symbol.” 

Even so, what differentiates the 
present period of globalisation from 
past bursts is not that so many peo- 
ple are moving abroad, but so few. 
Within the eu, where citizens of 
member countries have freedom of 
movement, only 5.5m people, or 














around 1.5% of the total population, 
live in a member country different 
from their own. Even in America, which welcomes 
foreigners more than most rich countries, new im- 
migrants in 1997 added only 0.3% to the population. 
Contrast that with the long wave of globalisation in 
which some 60m Europeans crossed the Atlantic, 
and which ended in the 1920s. Back in 1900, 15% of 
the American population were foreign-born, com- 
pared with 8% now. 

In those days, many migrants were fleeing pov- 
erty or persecution. Today’s disaffected find it hard- 
er to move in search of a new life. Most developed 
countries grant entry only to a carefully controlled 
few, usually because they have family ties in the 
new country rather than because of the economic 
contribution they might make. Even those who are 
allowed in may find that pension and welfare rights 
do not travel easily to another country. But most 
people stay where they are because they like it there, 
which suggests that there is more to life than a 
smaller tax bill. 

On the face of it, this lack of mobility looks like 


good news for the taxman. Even if companies be- 
come more footloose, and corporate-tax revenue de- 
clines, personal income tax can always be relied 
upon to supply the lion’s share of government rev- 
enue. Yet income-tax revenue may not be as invul- 
nerable as it appears. Incomes are becoming more 
unequal everywhere, which means that a growing 
share of the total income-tax take is being paid by d 
shrinking group of the population. In America, for 
example, over 30% of income tax is collected from 
the top 1% of earners, and over 60% comes from the 
highest-earning 10% (see chart 5). The highest earners 
are much the most mobile. 

Even within the eu, there is evidence of tax com- 
petition being used as a way of attracting wealthy 
individuals. The French press has recently been full 
of stories about some of the country’s leading entre- 
preneurs moving to London for its lower taxes. And 
the Dutch government, according to Carlo Romano, 
a tax lawyer at the International Bureau of Fiscal 
Documentation, will “agree tax reductions with 
highly skilled foreigners to attract them, just as it 
does with companies”. 


Moving targets 


Globalisation increases the mobility of high earners. 
As the influence and importance of multinational 
companies grows, so do the opportunities for their 
workers to move from country to country. Increas- 
ingly, multinationals operate in developing econo- 
mies which have low taxes, or are willing to negoti- 
ate a favourable tax regime to attract the business. 
While abroad, workers from developed countries 
can squirrel away large amounts of capital that their 
home tax authority need never discover. The In- 
ternet will increasingly let people work anywhere, 
or appear to the taxman to be working abroad even 
if they are not. Companies increasingly contract out 
work to self-employed consultants, shifting respon- 
sibility for collecting personal income tax from usu- 
ally law-abiding companies to those consultants, 
who can be hard to pin down. 

Even if people themselves do not move abroad 
in search of lower taxes, their money can, and in- 
creasingly does. In most countries the share of direct 
personal tax revenue arising from taxes on income 
and capital gains from savings and investments has 
fallen steadily over the past 20 years, But this may be 
only the beginning. 

Tax havens are starting to market their services 
much more vigorously to new groups of potential 
customers. For instance, British Airways. recently 
mailed details of its own-brand “offshore deposit 
account”, based in Jersey, to members of its fre- 
quent-flier club. Among other things, the literature 
promised the “notable advantages” of gross interest, 
although the small print did contain all the usual 
warnings about disclosure and tax liability. The 
OECD expects the Internet to lead to a rapid increase 
in offshore banking, but perhaps only in “reputa- 
ble” tax havens, such as Jersey, because of custom- 
ers’ fears of being ripped off. 

According to Joanna Wheeler, of the Interna- 
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tional Bureau of Fiscal Documentation, in recent 
years a growing number of continental Europeans 
have put their assets into offshore trusts—a tax- 
avoidance device long employed by wealthy people 
< in Britain and America, but not previously: much 
“used on the continent: The tax authorities have “not 
found: an answer to this”. 

"Individuals investing money in tax havens are 
often illegally evading tax, rather than legally avoid- 
ing it. Germany has a 30% withholding tax on inter- 
est paid on bank deposits that has prompted vast 
numbers of Germans to put their savings in bank 
accounts elsewhere, notably Luxembourg and Swit- 
zerland, both of which have strong bank-secrecy 
laws. It is estimated that German tax is being paid 
on less than one-fifth of all the income earned 
abroad by German investors. Germany has been a 
champion of an Eu savings directive requiring 
member governments to collect a 20% withholding 
tax on interest payments made to foreign residents. 
One reason why much of the world has stopped 
levying withholding taxes on interest is strong tax 
| competition from America, which unilaterally 
|- scrapped its withholding tax in 1984. The likely ef- 
| fect of an eu-wide withholding tax would be to 
drive savings away to more tax-competitive destina- 
tions; It is hard to get a grip on tax competition, par- 
_ ticularly for financial capital, unless the whole 
| world agrees to co-operate. “I do not think it possi- 
ble to carry out the taxation-of-savings proposal if 
we do not have at least Jersey, Guernsey, Switzer- 
land, Liechtenstein and Monaco on board,” says 
Frits Bolkestein, the zu commissioner responsible 
for the savings directive, As none of these countries 
is a member of the £u, it seems unlikely that any of 
them will get on board. 

The difficulty of getting co-operation was un- 
derscored by Britain’s blocking of the savings di- 
rective in December. The eu is now pondering what 
todo next. Britain had argued that investors in 
bonds traded in the City of London would be driven 
away to countries outside the Eu, such as Switzer- 
land. As an alternative, Britain said it would accept 
mandatory disclosure of interest payments made 
by financial firms in eu countries to foreign resi- 
dents. But Luxembourg, which attracts international 
capital largely because it is so secretive, would have 
“tone of that. It is now hard to see how the ev can 
- come up with anything that would not be unaccept- 
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able to, and vetoed by, either Britain or Luxembourg. 

Tax havens are widely used not just for tax eva- 
sion, but also for another undesirable activity: mon- 
ey laundering. Some officials involved in tackling 
money laundering fear that international pressure 
on secretive tax havens to become more open oni tax 
matters will actually make them less co-operative on 
other crimes. And new technology, such as encryp- 
tion and anonymous electronic money, may make it 
even easier to keep financial transactions secret, and 
hence evade tax. 

Rather than try to find out how much invest- 
ment income their taxpayers have earned abroad, 
governments may want to copy the Netherlands, 
which from next year will levy a tax on “deemed in- 
come”, based on the assumption thatthe taxpayer 
earns a rate of return of 4% a year on his assets: How- 
ever, some tax experts fear that this will simply drive 
wealthy Dutchmen abroad. 


The American way 


America’s approach to personal taxation is at odds 
with that of most other countries. Instead of taxing 
its citizens only if they are resident for at least 183 
days in the year, it assesses them on their total global 
income, whether or not they are resident in Ameri- 
ca; but it allows them to offset income tax paid in 
their country of residence against their American 
tax liability. This does not work quite as well asit 
might because it requires a good deal of transpa- 
rency and information-sharing, which not all coun- 
tries are willing to engage in just to oblige the Ameri- 
can taxman. Still, other. countries migat do well to 
adopt similar systems, if only togiveeveryone an im 
centive for more information-sharing. 

Greater transparency might reduce tax competi- 
tion, but this could be dealt with by setting a fair 
price for changing citizenship. A few vears ago sto- 
ries in Forbes magazine about “taxpatriates”— 
wealthy Americans who had renounced their citi- 
zenship to avoid large tax bills—caused a political 
furore and prompted a series of measures that pe- 
nalised people for giving up citizenship (eg, by im- 
posing strict limits on being able to visit America). 
Certainly there is something in the idea of connect- 
Ing citizenship, and the right to vote, with tax liabil- 
ity. It could be marketed under the heading, “No 
representation without taxation.” 
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To cope with 
globalisation and 
the Internet, 
governments will 


need to reform 


taxes in ways that 
will make them 
more unpopular 
than ever 


Offer to readers 

Reprints of this survey are 
available: the price is £2 in 
Britain and £2.50 abroad. The 
minimum order is five 
copies. Please send your 
order with pre-payment by 
cheque to: 

The Economist Shop, 

15 Regent Street, 

London swiy 4.8, 





Tel +44 (0)20 7839 1937. 
Or fax credit card orders on. 
+44 (0)20 7839 1921. 

Or e-mail shop@econo- 
mist.com 

Corporate offer 

For corporate orders of 1,000 
or more and customisation. 
options, please contact the 
Corporate Sales Team. 

Tel +44 (o)20 7830 7000 
fax +44 (0)20 7495 B167. 








You pluck, we hiss 


HE taxman has never been a popular fellow, 

and probably never will be—buthe can alleviate 
his unpopularity by following the famous advice of 
Jean-Baptiste Colbert, Louis xrv’s treasurer: “The art 
of taxation consists in so plucking the goose as toob- 
tain the largest possible amount of feathers with the 
smallest possible amount of hissing” Over the next 
few years globalisation, accelerated by the Internet, 
is likely to test the taxman’s plucking skills. 

The Internet will make the goose;harder to catch, 
and noisier in defence of its plumage. Tax competi- 
tion is likely to go on. Although the ev, urged on by 
the European Court of Justice, may move towards 
tax harmonisation, this will be a slow process, and 
the only effect it may have on tax competition in the 
wider world is to increase the incentive for countries 
to offer lower taxes to lure firms and investors out of 
the ev. It is hard to imagine any government agree- 
ing to join a World Tax Organisation, although the 
existing wto (World Trade Organisation) may get 
more involved with tax matters. 

Even so, tax competition is unlikely to result ina 
“race to the bottom”. As Tiebout argued in the 1950s, 
governments offering competitive packages of high- 
quality services and high taxes may well attract mo- 
bile taxpayers, perhaps more successfully than gov- 
emments offering minimal services and low taxes. 
But using taxes to redistribute wealth from mobile 
firms and people to the less mobile, and less well- 
off, may become harder. And ever: though death 
and taxes will remain inevitable, coping with glo- 
balisation is likely to require considerable changes 
in the tax system over the next few years. Such 
changes almost always generate a good deal of polit- 
ical strife. 

The present system of taxing multinationals is a 
source of growing inefficiency. With each passing 
day, the transfer-pricing process bears less relation 
to the way that global companies operate now—and 
less still to how they would like to operate if they 
had a free hand. A unitary tax, which allocates slices 
of a multinational’s total profits to different coun- 
tries for tax purposes, is not flawless, but it would at 





least free firms to organise themselves in whatever 
way they think will let them use their global re- 
sources most efficiently. For such a tax to be intro- 
duced, however, several large countries would have 
to agree on it at the same time. That might be possi- 
ble within the gu, but probably not elsewhere. 


A tax reformer’s dream 


What would be even better, though even less likely, 
would be to put an end to company taxation alto- 
gether. This would let firms concentrate on doing 
what they do best, and to establish themselves 
wherever they can operate most efficiently without 
wasting time and resources on playing games with 
the tax authorities. A government of a big country, 
such as America or Britain, could bring this about by 
unilaterally scrapping corporation tax and letting 
tax competition do the rest. But whoever did such a 
thing would doubtless be accused of giving hand- 
outs to the rich. That charge might not be justified: | 
the most sensible way of looking at corporate taxis | 
simply as a pre-payment of tax that would other- | 
wise be collected from a firm's shareholders, em- 
ployees or customers.. But the perception would | 
probably be enough to warn off any politician con- | 
templating such a move. 

Governments may also need to make changes 
to accommodate e-commerce. For instance, in 
America revenues from sales taxes could plunge if 
nothing is done to stop the Internet from un- 
dermining them. What needs doing is fairly plain; 
the difficulty is getting politicians to do it, given that | 
“taxing the Internet” is likely to prove a massive | 
vote-loser. | 

If redistribution through the tax system be- | 
comes more difficult, the less mobile, poorer people 
will have to choose between fewer government ser- 
vices or bigger tax bills. In many countries, this 
choice will be complicated further by demographic 
changes which by themselves will require taxes to 
rise sharply to keep retirement-benefit and health- 
care promises made to future pensioners. And the 
harder it gets to tax mobile people and businesses, 
the bigger the burden that will have to: be borne by 
the immobile. Land taxes, which used'ta be one of 
the most important revenue-earners, may regain 
their former pre-eminence. Consumption taxes on 
purchases of physical goods and services which the 
taxman can track may have to rise. In future, local 
environmental taxes—say pollution taxes, or road 
pricing—may well come to look attractive to tax- 
starved governments. 

Many economists would welcome greater em- 
phasis on consumption and environmental taxes 
because they cause fewer economic distortions and 
inefficiencies than income taxes. But this would not 
make them. popular with those contemporary 
Welshmen; and their kindred spirits, who are un- 
able to vote with their feet, They may no longer don 
women’s dresses or vandalise the local tax office, 
but they will certainly complain bitterly. As Colbert 
might have putit if they-can’t run, they can still hiss. 
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The mighty pound 


Sterling is at its strongest for 14 years. Is this a currency- -market blip, or a sign 


of renewed British economic vigour? 


SOR most of the past 50 years, the story of 
the pound sterling has been a sad affair. 
In the 1950s, sterling was worth a proud $2.80, 
DMu1.70 or ¥1,000. Ever since, it has suffered 
from continual droop, punctuated by theoc- 
casional outright collapse. The exchange 
ratesof halfacentury ago are a dim memory. 
Yetin the past three years or so, sterling has 
rediscovered a little of its old vim. At one 
point this week, at 60.66 pence to the euro, it 
bought the equivalent of nearly DM3.23, its 
highest rate against the p-mark since Febru- 
ary 1989. In trade-weighted terms, it was 
worth more than at any time since January 
1986 (see chart). 
For at least two years, sterling’s upward 
‘path has puzzled most economists, includ- 
ing those at the Bank of England. In a Reuters 
poll of City economists this week, the me- 
dian forecast was that the euro would be 
worth 67 pence by the end of the year. But 
the experts were predicting sterling’s demise 
three months ago, and a year ago, and a year 
before that; yet the pound has carried on 
climbing regardless. 
` Since the turn of the year, sterling has 
gained more than 3% against the euro and 
~ has risen a little against the dollar. Convinc- 
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ing explanations of this latest burst of vigour 
are hard to find. It is true that the British 
economy has continued to look strong, ce- 
menting economists’ convictions that. the 
Bank will keep increasing interest rates in or- 
der to curb inflation. It is true too that al- 
though inflation in the euro-zone is likely to 
breach the European Central Bank’s 2% tar- 
get soon, the rce has not yet raised rates, 
though it might in a month or two. But most 
of this was known before Christmas. 

Even if the pound has further to rise in 
the short run, its current rate is almost cer- 
tainly unsustainable. It ought to fall eventu- 
ally. But how far? Ona few occasions in 1995, 
the pound dipped below DMz2.20. At that 
rate, it was obviously undervalued. Accord- 
ing to arecent study by economists at the In- 
ternational Monetary Fund, sterling’s equi- 
librium value at the end of 1998 (when it 
actually bought DM277) was around 
DMz2.45. That also looks too low. Even last 
year, most City economists would have 
thought DM2.60-2.70 was nearer the mark. 

But could Britain live with something 
stronger still? After all, the pound has spent 
the past ten months above its old central rate 
in the European exchange-rate mechanism 









of DM2.95. For more than two and a hal 
years it has been above DM2.77, the floor o 
itserm range. In 1992,even thelowerof these _ 
rates proved far too tough. But in the pas 
couple of years,exporters have madea good _ 
fist of coping with astronger ane rate 
The current-account deficit last year wa 
probably ‘around 15% of cpp; forecaster: 
polled by The Economist expect it to rise 
only to 1.8% this year, hardly huge and les 
than. half America’s expected deficit, 
‘case against the pound: is that i 

strength is merely the flipside of the euro’ 
weakness. (Against the dollar the pound has 
been:stable, It has stayed between $1.60 and 
$1.70 for virtually the whole of the past thre 
years.) According to'the euro-weakness the 
ory, the single currency fell against both ster- 
ling and the dollar last year because euro- 
zone economies” grew . disappointingly. 
slowly,and euro-zone politicians looked like 
they were backsliding on reform. Once th 
euro-zone perks up èsters will pile in an 

i Il recover: And if t 


euro’s resurgence W l 

Although there i something to thi 
pound’s strength cannot be-ex 
ish so easily. Economic refo: 
go in many continental European ecc 
mies. Mote important in the short term, it is 
not true thatthe euro-zone's Gpr growth la: 
year fell short of expectations. A year ago, 
economic: forecasters were predicting — 
growth of 2%. In the event, average growth in 
the euro-zone was there or thereabouts. 
France did much better than expected; Ger- 
many and Italy did worse. A fuller explana- 
tion of the euro's failings and the pound’s 
strength is that Britain, like America, grew 
faster than almost anyone expected. Amer 
ica’s Gop went up by 4%, when many fore: 
casters expected half that. In Britain, where 
recession looked onthe cards, cpp grew by 
18% or so. In addition, a rash of mergers 
boosted the British: stockmarket and at- 
tracted foreign capital, giving the pound an 





























E ann S 


BRITAIN 


extra, albeit temporary, fillip. 

In the past, a strong pound has caused al- 
most as many crises as a weak one. In the 
early 1980s, a high exchange rate, the product 
of tight fiscal policy and tight money, was 
the agent of recession and unemployment. 
In the early 1990s, Britain’s attempts to sus- 
tain an overvalued pound in the ERM also 
hurt the economy. 

This time, things look different. Export- 
ers have had to cope with a strong pound for 
a while, and have learned to live with it. De- 
spite disappointing trade figures this week, 
in the year to November export volumes (ex- 
cluding oil and erratic items) were 7.1% higher 
than a year before. In its latest quarterly in- 
dustrial-trends survey, published on Janu- 
ary 27th, the Confederation of British Indus- 
try (cB1) found that for the first time in three 
years, more businesses were optimistic 
about the next year’s export prospects than 
were pessimistic. 

Anyway, exporters often say that they 
are irked as much by the instability of the 
pound against the euroas by its level. For this 
reason, many of them would like to join the 
single currency. However, the pound’s very 
instability is an obstacle to membership. In a 


recent newspaper interview Wim Duisen- 
berg, the president of the European Central 
Bank, reminded the British of the rules gov- 
erning membership of the single currency. 
“The pound would demonstrably have had 
tohave been stable againstthe euro,” he said. 
Yet sterling has gained more than 10% against 
the euro in the past six months. British ex- 
porters, moreover, would like to join at a 
much lower rate than the current 60-61 
pence to the euro. In a pall last year of cpr 
members, 59% said that a rate below DM2.80 
(almost 70 pence to the euro, and 13% below 
this week’s peak) would be “appropriate”. 
Forget a rapid depreciation before joining, 
said Mr Duisenberg: if the pound were to 
join, “it would not have depreciated in the 
two years before entry.” 

The longer the pound stays high, there- 
fore, the greater the chanee that, if Britain 
joins the single currency, it will have todo so 
at a rate that a few years ago would have 
been thought impossibly high. Exporters 
might not like the thought of that. But the rub 
is that the better they cope, the weaker their 
argument looks. Perhaps Britain at last has a 
stronger currency that is a sign of economic 
health, not impending disaster. 





British nationals abroad 


Voteless in Marbella 


Pensions, passports, now votes; the rights of British expatriates may be about 


to be restricted further 
66" HERE'S some comer of a foreign field 
which is for ever England,” wrote Ru- 
pert Brooke. Modern governments are less 
sure. British citizens who move overseas al- 
ready jeopardise their children’s nationality 
and their own pensions. Now Parliament is 
debating a new law—the Political Parties, 
Elections and Referendums Bill—which 
threatens their voting rights as well. 

The rot started with the Tories. In the 
1980s, the Conservative government made it 
harder to qualify for British citizenship. For 
example, babies born in Britain to foreign 
parents no longer automatically become 
British themselves. Other new rules caught 
out British families living overseas. One 
Eurosceptic British journalist, whose wife 
gave birth during his posting in Brussels, was 
aghast to find that, since he and his British 
wife had both been born abroad, their 
daughter was a Belgian. 

Similar controversy has long sur- 
rounded the payment of benefits and pen- 
sions overseas. Benefits for job-seekers are 
paid only to people in Britain—a sensible 
measure to ensure that recipients are really 
looking for work rather than larking on holi- 
day. But state pensions, to which people earn 
an entitlement by paying national insur- 
ance, a payroll tax, are protected against in- 


68 


flation only for people who retire in Britain 
or to countries within the European Econ- 
omic Area. Elderly Britons living in, say, Aus- 
tralia, Canada or South Africa, find their 
pensions frozen. 

Nationality and pension rights are old 
grievances. But now overseas residents are 
facing restrictions on their vot- 
ing rights as well. At the mo- 
ment, British citizens can live 
overseas for 20 years before 
they lose their right to vote. The 
new parliamentary bill will 
disenfranchise them after only 
ten years. 

There has never been a set- 
tled consensus on how long 
British people should retain 
the vote after they give up their 
British residence. Before 1985, 
no expatriate could vote. In 
1985, they were given five years’ 
grace. That was raised to 20in 
1989. And in 1998 a select com- 
mittee of Mrs recommended 
that it should be cut to five 
again. The government 
presents its proposals as a 
compromise between ex- 
tremes, which takes accountof 





There are some compensations 





the fact that the overseas tour of duty ofexec- 
utives in international companies can often 
be longer than five years. 

In theory, the decision could make quite 
a difference to election results. Nobody 
knows precisely how many British citizens 
live overseas or how long they have been 
there, but most estimates run to several mil- 
lions. In addition, most expatriates are as- 
sumed to be Tories. Over 800,000 British citi- 
zens Overseas are pensioners, and many 
more are thought to be businessmen or tax 
exiles, all groups traditionally more likely to 
vote Conservative. When the Tories intro- 
duced and then extended voting rights for 
expatriates in the 1980s, cynics assumed they 
were hoping to harvest thousands of votes 
from overseas. 

In practice, however, the numbers are 
trivial. Only a small fraction of those able to 
register to vote actually do so—less than 
14,000 last time, or scarcely 20 votes per con- 
stituency. And even those who oppose vot- 
ing rights for overseas citizens can point to 
only one constituency in one general elec- 
tion—the Vale of Glamorgan in 1992—where 
they can claim that the result was swung by 
overseas votes. 

Jack Straw, the home secretary, who is 
responsible for the new legislation, is at 
pains to defend himself against charges of 
gerrymandering: the new law will not take 
effect until mid-2002, after the next general 
election. Indeed, the biggest blow for the To- 
ries may be to their finances rather than to 
their votes. Mr Straw is also legislating to ban 
political donations from people not regis- 
tered to vote. So restrictions on expatriates’ 
voting rights will also restrict their ability to 
bankroll the Tories. 

But perhaps surprisingly, the most pas- 
sionate argument on this issue has arisen not 
between government and opposition, but 
between two Labour backbenchers who re- 
gard the issue as one of principle. On one 
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aside, Gerald Kaufman, a former Labour 
-spokesman on home affairs, has long argued 
_ thatonly those residentin their constituency 
should be allowed to vote. His battle-cry is 
“no representation without taxation”. Ex- 
-patriates, in Mr Kaufman's eyes, are tax ex- 
-iles who have forfeited their right to choose a 
_ government which sets. the taxes for those 
. left behind. 
= Denis MacShane, another Labour MP, 
disagrees with his colleague. ku citizens liv- 
-ingin Britain, he points out, already have the 
right to vote in local and European elections. 
Andon January 26th, parliamentary busi- 
__ ness was disrupted in protest at the govern- 
ments plans to allow members of the Irish 
legislature to become mrs as well. Mr Mac- 
< Shane thinks it odd to restrict a fundamental 
“right of citizenship at a time when it is being 
made more readily available to others. A 
- small but concerned band of British citizens 
-abroad are hoping that the government will 
: pay attention to him. 
Sete t 


; Defence 
The battle of 
Whitehall 


OR a country that still revels in the pro- 

SA wess of its armed forces, this has been a 

worrying month. The newspapers have 

been full of stories detailing the parlous state 

of Britain’s armed services: ships without 

fuel, planes without pilots, military hospi- 
tals without doctors. 

The rash of stories started with two re- 
ports detailing deficiencies in army equip- 

“ment used during the Kosovo campaign. 
Written by two senior field commanders, the 
reports observed that, among other things, a 
third of the radios issued in Kosovo did not 
work, the standard infantry rifle was unreli- 
able and there was inadequate night-vision 
equipment. Then it was reported that many 
of the rar’s planes are not ready to fly. Ac- 
cording to Ministry of Defence (moo) figures 
given to a member of Parliament, only 53 out 
of the rar’s 186 Tornado Gri/4 bombers are 
ready to fly, only 34 out of 90 Harriers are 
fully serviceable and 28 out of 76 Jaguars. Ac- 
cording to another report, there is also a 
shortfall of almost 100 in the number of ju- 
nior officer fast-jet pilots. 

As for the senior service, one leaked letter 
from an admiral refers to the “parlous state” 
into which the Defence Medical Service has 
been allowed to slip. A crop of allegations 
have focused on the state of the surface fleet. 
An. exercise involving 14 warships is sup- 
‘posed to have been cancelled to save money. 

‘Another newspaper story claimed that the 
-fleet cannot afford the fuel oil to put to sea, 
-and that those ships that do so now have to 
_ observe a speed limit of 15 knots. 
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What’s in a .name? 


OU think it’s time your village had a 

website of its own; to tell residents, ex- 
residents and far-flung relatives what's 
going on—school, church, pub, that sort of 
thing, And to tell the world why it should 
come and visit you. Who will set the site 
upand keep it running? No problem, there 
are plenty of net-literate people around. 
The modest costs? Well, you and your 
neighbours are not broke, and maybe in 
time you could sell a bit of advertising to 
estate agents and the like. And the “do- 
main name” of your site? Obvious: the vil- 
lage’s own name, plus the usual dotty 
trimmings. Great idea, go ahead. 

That's what the villagers of Hasling- 
field, near Cambridge, thought last au- 
tumn. Then they hit a snag. Several vari- 
ants of the village’s name had been 
registered by outsiders already: www.has- 
lingfield.co.uk, for example, by a com- 
pany called Webhound. It was willing to 
sell—for £500 ($820). 

That is no vast sum for a village of 600 
households, but to the indignant 


would-be webmasters of Haslingfield it 
was £500 too much, They found an unreg- 
istered variant, and set up www.hasling- 
field.net. One went further: “pillage” and 
“piracy” were Allan Rutherford’s words 








for the affair, in a letter to the Times. 

Not us, retorted Webhound’s manag- 
ing director, Angie Barrow. Her Suffolk- 
based firm last September registered 
15,000 village names: But “we see our- 
selves as pilots, not pirates,” says Ms Bar- 
row: The firm aims “to provide a national 
network of community websites”, and by 
acquiring all these names it had ensured 
that “people will take us and our project: 
seriously”. “Who cares who owns the vil- 
lage notice-board?” asks Ms Barrow. “The 
important thing is thatitis there.” a 

The firm's own corporate site 
(www.webhound.co.uk) does not pre- 
tend thatitisin business for love, thoughit 
says. 10% of its net profits will goto charity. 

It hopes to recoup the £75,000 it spent reg- 
istering village names by selling on 150 of | 
them, for a minimum of £500 each. It will 
put local information on its village sites, it) | 
says, free of charge “to non-profit orga- | 
nisations”. It will also offer e-mail ad-- | 
dresses; for £10 plus tax. But for the big 
money itlooks to advertising. 

That means the company needs 
plenty of hits, and “itis the domain names 
we have registered that are driving new 
visitors to our websites.” Its corporate site, 
strikingly candid in anticipating criticism, 
thus denies the charge of being “just do- 
main-name speculators”. But will the vil- ; 
lagers of Britain (indeed as far north as 
Stornoway, in the Outer Hebrides) there- 
fore accept Webhound'’s invitation “not to 
involve usin lengthy debates about the 
morality of our business”? 

Sceptics may or may not be reassured 
to learn that, villages apart, the firm both 
(a)“‘believes strongly” that domain names 
based on family names should be shared 
by all people of that name; and (b) has reg- 
istered many such names, in com ver- 
sions, itself. The website revealing how (b) 
will serve (a) was not accessible this week. 














The opposition parties have jumped on 
these reports to accuse the government of 
endangering the armed forces. The Treasury 
did secure £1 billion ($1.64 billion) of cuts 
from the defence budget last year, and the 
mop now has to find a further 3% in effi- 
ciency savings. In a favourite soundbite, the 
cuts have, allegedly, not only pared the ser- 
vices down to the bone, but are now cutting 
into the bone itself. 

It is certainly true that the armed forces 
are stretched by the increasing range of troop 
commitments, from the Balkans to Belfast. 
But officially, the mop strenuously denies 
many of the recent stories. According to an 
exasperated spokesman, the 15 knot speed 
limit is “complete bollocks.” And far from 


the fleet being stranded in port for lack of 
fuel, 26 out of 42 ships are currently at sea” 
Most “grounded planes” could: fly very 
quickly if they had to, and all rar aircrafton 
active service abroad, in the Middle East or 
the Balkans, are in full working condition: 

So where are all these misleading stories © 
coming from? Oddly, almost certainly from _ 
within the mop itself. While the official lin 
may be to downplay any sob stories, unof- 
ficially some senior officers are far from 
averse to seeing a few alarming rumours in 
the press. The Treasury’s review of public 
spending is under way and its results will be. 
announced in July; the armed forces need to 
fire a few warning shots. 






l VER the years, as the House of Commons has filled with pro- 
l fessional politicians, it has become an increasingly colourless 
place. But there are exceptions. Indeed, many a professional novel- 
ist would be proud to have invented the character of Geoffrey 
Robinson, Labour member for Coventry North West. He is not just 
that staple of political novels, the talented son of an artisan, who 
becomes a socialist and then goes on to turn himself into multi- 
millionaire, government minister, owner of the New Statesman 
and (an essential accessory, this, in the laddish culture of New La- 
bour) part-owner of a football club. There is also a tantalising mys- 
tery at the heart of his life story. For although he made much of his 
fortune for himself, by founding an engineering firm called Tran- 
sTec, Mr Robinson’s career was for- 
ever altered, for both good and ill, 
by one extraordinary stroke of luck. 
When working as chief executive for 
Jaguar cars in the 1970s, the ambi- 
tious young socialist befriended Ma- 
dame Joska Bourgeois, who had the 
franchise for importing Jaguar cars 
into Belgium. Apart from lending 
him the money to set up TransTec, 
| Madame Bourgeois took such a 
| shine to her friend from Sheffield 

that, on her death six years ago at the 
age of 81, she left him a trust fund in 
Guernsey worth an estimated £12m 
($19.7m). 

Splendid luck, But as befits this 
stranger-than-fiction tale, Mme 
Bourgeois’s tax-sheltered offshore 
bequest played its part in undoing 
Mr Robinson’s political career. Its 
existence came to public notice just 
when, after a quarter-century of in- 
termittent activity on the Labour 
back benches, Mr Robinson had be- 
come a Treasury minister in Tony 
Blair’s new government, and not 
long after he, of all ministers, had 
been put in charge of a government 
effort to winkle out offshore tax ha- 
vens. An indignant Mr Robinson 


























The unexploded (ex) minister 





was forced to resign and Mr Blair took the opportunity to dispose 
of the lender too. Ten months later Mr Mandelson was back in of- 
fice and in favour—making peace in Northern Ireland. Mr Robin- 
son’s ministerial career is clearly over for good. 

His role in politics isn’t. He will never hold high public office 
again. But in just the way that Mr Robinson's inheritance from 
Mme Bourgeois is a mystery at the heart of his personal story, 
so—or so it is hoped by Labour's political opponents—the many 
favours he did his party during its long climb to power will turnout 
to be an unexploded bomb at the heart of Mr Blair's government. 
Having been wounded so often by Labour allegations of Tory 
sleaze, the Conservatives have grown to believe in recent weeks 
that they can hear a bombticking in- 
side New Labour. They are eager to 
detonate it (if a bitter Mr Robinson 
doesn’t do so himself in his forth- 
coming memoirs). Although cleared 
of wrongdoing by the pri inquiry 
that coincided so unhappily with 
the revelation of his loan to Mr Man- 
delson, Mr Robinson is now the sub- 
ject of a new one into accounting ir- 
regularities and other circum- 
stances surrounding the recent 
collapse of TransTec. The Tories keep 
asking for a wider inquiry into all of 
the former minister’s complex links 
with the Maxwell empire. 

Allof this feeds the paranoia ofa 
government already in the grip of 
mid-term flu. Ministers feel the 
more aggrieved because, for all the 
scrutiny to which Mr Robinson’s af- 
fairs have already been subjected, 
nobody has yet produced proof of 
any substantial wrongdoing. So far 
it is mainly guilt by association—Mr 
Robinson's association with Max- 
well and New Labours association 
with him. For the rest, says the gov- 
ernment, and pending the results of 
the new inquiry launched by the 
pti, the Tories’ case consists of innu- 





























could see nothing hypocritical in 
this, still less illegal: had he not forgone his ministerial salary, set up 
blind trusts, and been scrupulous about paying taxes? But he was 
soon to discover that possession of a complicated fortune, an asset 
to a Labour politician during his ascent of the greasy pole, be- 
comes a liability when he is at the top of it. 

Had Mme Bourgeois’s bequest been the only complication, Mr 
Robinson might still be a minister today. But there were more, 
some arising from his dealings in the 1980s with another Labour 
multi-millionaire, the monstrous Robert Maxwell, who stole his 
workers’ pensions before falling or jumping off his luxury yacht 
into the Atlantic. Some of these complications were the subject of 
an inquiry being conducted by the Department of Trade and in- 
dustry (pri) at the time when it was headed by Peter Mandelson, 
the old friend whom Mr Robinson had not long before taken 
house-hunting around the posher bits of Notting Hill in the back 
of a chauffeur-driven red Daimler-Jaguar, and to whom Mr Reb- 
inson then lent £373,000 to buy one of the houses he had seen. This 
was to be the friends’ secret, but when it came out the borrower 


endoof the sort that can tooeasily be 
used to taint any self-made businessman who has complex finan- 
cial arrangements and who risks being a politician too. 

Bagehot can just about summon up a pang of (provisional) 
pity for Mr Robinson, but not for the government of which he was 
a member. If the latter really thinks the former spotless, why did it 
make him resign with Mr Mandelson, whose offence was greater 
and who was hastily reinstated? As to innuendo, Labour itself has 
only just mounted a similar campaign against Michael Ashcroft, 
another self-made millionaire with offshore complications, who 
is the Tories’ treasurer. Above all, ingratitude is unappealing. In op- 
position, and soon after taking power, the top men of New Labour 
(including Mr Blair himself) were happy to stay in Mr Robinson’s 
Tuscan villa, meet in his penthouse flat, accept loans, let him buy 
the New Statesman for the cause. But then friendships cooled. 
Their benefactor became not only an embarrassment but also the 
hypotenuse of a vicious triangle between Mr Blair, Mr Mandelson 
and the chancellor of the exchequer, Gordon Brown. It may have 
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The record industry takes fright 


Warner Music and EMI have merged to create the world’s biggest record 
company. They haven’t solved their problems 


HERE was an odd moment at the press 

conference called on January 24th to an- 
nounce the merger of Time Warner's and 
EMT's record businesses. Such events are usu- 
ally remarkable only for their platitudinous 
euphoria, but a question from a BBC reporter 
suggesting that the record companies’ oli- 
gopoly was tightening its control spoiled the 
party. “The ability to control”, blurted Dick 
Parsons, president of Time Warner, “is grad- 
ually being eroded by the diminishing barri- 
ers to getting into this business.” Roger Ames, 
chairman of Warner Music, was scarcely 
‘more cheerful: “The role of traditional distri- 
bution is clearly going to decline. And if there 
was anything the record companies had, it 
was a distribution network.” 

Most industries are worried about the 
impact of the Internet on their business, but 
the record industry is at the sharp end. 
Beauty products and pharmaceuticals can- 
not be distributed across the Internet. Music 
can. Cars and houses cannot be pirated on 
-the Internet. Music can. As a result, both the 
promise and the threat of the Internet are 

-greater for the music business than for most. 

“The majors are circling the wagons,” ob- 

; serves Al Teller. Mr Teller was president of 
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ces, subsequently ran mca, and knows the 
record companies inside and out. He has de- 
cided that he is better outside than in. He 
now has a small Internet-based label, 
Atomic Pop, that is in the vanguard of the at- 
tack on the big record companies, which be- 
tween them account for 80% of sales. 

The majors are now down from six to 
four. In 1998, Universal absorbed PolyGram. 
Now Warner Music will take control of Em's 
record business through a joint venture 
called Warner emi Music. It will be owned 
50-50 by the two companies, but Warner will 
control the board, in return for which it is 
paying emr's shareholders $1.3 billion. 

As a defensive move, this merger makes 
good sense. There will be “synergies”— 
which, as Ken Berry, chief executive of EMi 
Recorded Music, points out, “is something of 
a euphemism for cost-cutting.” Duplicated 
manufacturing plants and distribution net- 
works will be cut around the world. 

But this new company’s huge cata- 
logue—with around 2m songs, it will be the 
largest in the world—also positions it well 
for the revolution in digital distribution that 
the industry expects to take place over the 
next decade. Distributing music online will 





cut out both the costs and the inconvenience 
of distributing it on disc. Compact-disc (cp) 
factories will go, shops will go, and middle-_ 
aged people who were too busy or too old to: 
hang about in record shops will be able to. 
buy music without effort or embarrassmen 
Putting numbers on this is pointless; but ev 
eryone thinks the consequence. will be a. 
huge increase in the consumption of music. 
Whether the record companies will be 
efit depends partly on their ability tocontrol 
piracy: The International Federation of the 
Phonographic Industry said on January 26t 
at Midem, the industry’s annual marketing 
festival at Cannes, that it reckons 100m 
tracks are illegally posted on the Internet at: 
any one-time. The record business doesn’t. 
think it can stamp out piracy, but it does. 
hope to make piracy difficult by, say, ensur- 
ing that tracks legally bought can be copied ; 
only a limited number of times. i 
That is why the record industry: 
launched the Secure Digital Music Initiative: 
This was supported by both record compa- 
nies and hardware manufacturers, in De 
cember 1998, with a promise to have agree 
on technical specifications by June last year. 
It hasn't happened. Getting 150 compa 
nies to agree on a system would be hard, but. 
the conflicting interests of record companie 
and hardware manufacturers make it almost: 
impossible. Whereas the music companies . 
want a highly secure system to protect their 
copyrights, the big hardware firms want mu- > 
sic easily available so that people buy their 
machines, Because of the impasse, splinter 
groups. are going ahead with insecure, in- 
compatible technologies. mp3, a format that 
the record companies have shunned be- 
cause it makes music easy to copy, is estab- 
lishing itself as a standard. 


Clef stick : 
But controlling piracy will not solve the chief 
problem the Internet. poses for the record 
companies: the withering away of manufac- 
turing and distribution. This will both make: 
the companies richer, by making their cata- 
logues more valuable, and threaten their 
long-term survival. For it is the manufactur- 
ing and distribution networks, with fac- 
tories, offices and thousands of people en- 
suring that the right cos were in the right 
racks in the right record stores across the 
world, that created the economies of scale.. 
And this, in turn, created a concentrated in-: 
dustry. If manufacturing and distribution 
are no longer barriers to entry, the scary 
question for the record companies is 
whether any other barriers toentry remain. 
The music business is the most vulner- 
able of the content businesses. Film studios 
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own most of the brands—Batman, The Lion 
King, Rugrats—they create. Record compa- 
nies do not make music. Artists make music, 
and are their own brands. Musicians may be 
signed up for years, under contracts so tough 
that The Artist Formerly Known As Prince 
once appeared ata concert with “Slave” writ- 
ten across his forehead, but the record com- 
panies do not, in fact,own them. 

Record companies do four jobs. They 
find artists (know as Artists and Repertoire, 
or A&R, in the business), they make records, 
they distribute records and they market 
them. Take out the middle two functions, 
and aar and marketing are left. 

Record-company executives argue that 
marketing will remain the barrier toentry for 
the expected wave of Internet-based chal- 
lengers. Only the big companies, they say, 
have the databases and the cash to run the 
worldwide campaigns that tum a spotty 
teenager into an idol. 

That is probably still true, but less of an 
advantage than it once was. Those youths 
are harder to sell to the world these days. Ev- 
erywhere, local artists’ share of the market is 
increasing. At the same time, within the big 
markets, a range of new genres—hip-hop, 
trip-hop, lounge, acid house, acid jazz, and 


For the record 


Record companies, market share, end 1998 
% of total 








many, many more—are growing at the ex- 
pense of the mainstream. According to fig- 
ures from the Recording Industry Associa- 
tion of America, for instance, the share of the 
two biggest genres, rock and pop, fell from 
62% in 1988 to 45% a decade later. 

The Internet, the marauders argue, will 
feed that tendency. “It will allow for a much 
greater variety of choice, and also allow 
small companies to find niche audiences,” 
says Mr Teller. Marketing a new, niche record 
in the world of high-street retailing is expen- 
sive and inefficient; marketing it to an audi- 
ence whose e-mail addresses you have is 
cheap and efficient. 








Film clips 


HOLLYWOOD 


Bi VIGILANT. If you happen to visit the 
hairdresser this weekend, and if the 
conversation happens to drift, as Toni’s 
scissors dance over your tresses, to the 
movies, do not assume that you are merely 
being lulled with idle chatter. The chatter is 
now likely to have a purpose. You may well 
be the target of the latest marketing ploy. 

The producers of “The Big Tease”, a 
film that opened in America on Jan- 
uary 28th, invited hundreds of 
hairdressers to watch previews of 
their film in New York, Los Ange- 
les, San Francisco and London. 
The producers hope that this se- 
lect audience will be enchanted 
by the film’s story of a gay Scottish 
hairdresser’s trip to Las Vegas, 
and it will then sing the film’s 
praises to customers trapped in 
the salon chair. 

Massed hairdressers are just 
one of the unorthodox tactics that 
the distributors of smaller films 
are resorting to in order to 
capture attention in an 
increasingly competitive 
market. More indepen- 
dent movies are being 
made than ever before. 
There were 266 inde- 
pendent films in 1999, 
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more than twice the number in 1995 (and 
almost twice the 145 films released by the 
big studios). The studios are also starting to 
seek the same audience as the indepen- 
dents, with divisions devoted to lower- 
budget, more artistic brands, such as Mira- 
max at Disney. 

Independents are popular partly be- 
cause the stars like flexing their thespian 
muscles. But, from the point of view of mo- 
guls (such as Joe Roth, who quit as chair- 
man of Walt Disney Studios on January 
12th to form an independent production 
company), the more delicious aspect of 

independent-style movie-making is fi- 
nancial. “The Blair Witch Project”, a hit 
made for $31,000 by students, gar- 
nered $142m at the box office last 
year, the greatest-ever return on 
investment for a film. Even the 
risk of a flop is less worrying if a 
film cost under $10m to make. 

With more competition 

for the audience’s attention, 
the cost of marketing has 
risen faster than movie bud- 
gets overall. The average of 
` $22.1m spent on marketing 
W$ a big-studio film in 1998 is 
iN an impossible sum for an 


~ 


independent produc- 
tion to match, which 








As for Aar, this has never been a barrier 
toentry—rather the reverse. Independent la- 
bels have been better at spotting and nurtur- 
ing talent than have the big companies. That 
has set the pattern for the industry: small 
new label (Chris Blackwell’s Island records) 
discovers new talent (Bob Marley, Roxy Mu- 
sic, U2), turns it into stardust, becomes big la- 
bel, sells out to the suits (PolyGram). 

It was, toa large extent, the economies of 
scale in manufacturing and distribution that 
drove indies into the big firms’ arms. That 
pressure on small firms is diminishing. As 
they carry fewer costs. so they can offer art- 
ists better deals, Atomic Pop gives artists 50% 
of the profit, and ownership of their copy- 
right, against a standard 10% of the retail 
price offered by the majors. Small-label deals 
are roughly twice as lucrative for artists. 

It is the artists, in the end, who will deter- 
mine which side of the argument wins. Mr 
Teller has already managed to tempt a cou- 
ple of big names—Public Enemy, a rap group, 
and Ice T, a rap artist—away from the big 
companies. But no star has yet been created 
on the Internet. When that happens, Warner 
EMI and the rest will know that the maraud- 
ers are closing in. 

a 





rules out extensive television and trailer 
advertising. So independent distributors, 
such as Artisan Entertainment or Good 
Machine, must find other ways to “gener- 
ate word of mouth”. 

The best approach is to address di- 
rectly a particular group likely to enjoy the 
film, as the producers of “The Big Tease” 
hope they have done. “The Omega Code” 
succeeded last year, selling a profitable 
$1.5m of tickets, thanks to evangelical 
Christian ministers, who recommended 
the fundamentalist, apocalyptic thriller to 
their congregations. 

Such distinct target audiences are not 
typical, however. For most independent 
films, the Internet may offer a better route 
to an audience. Artisan’s success with 
“Blair Witch” was boosted by a website 
that also used the fake-documentary style 
of the film. The Sundance and Slamdance 
film festivals held this week in Park City, 
Utah, were crowded with new online firms 
offering advice about how to advertise and 
distribute films over the Internet. Six firms 
have gone online in the past year with sites 
intended to help independent producers 
distribute their wares. The studios are also 
keeping a watchful eye on this develop- 
ment. One Internet firm, called Ifilm.com, 
announced on January 24th an invest- 
ment of $35m from a group that includes 
Sony Pictures. In film asin somuch else, on- 
line convergence seems to be sweeping all 
before it. But computers still do a lousy job 
with the shampoo. 
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Asian telecoms 
Twinned cities 


HONG KONG 


NGE, all big telephone companies were 
stodgy public utilities, run.on civil-ser- 
vice time and post-office efficiency. Now the 
< biggest in America and Europe act more like 
dot.coms. Regulated rates, regular dividends 
and grudging service have given way to 
-mega-mergers, the wireless web and dreams 
-of world domination—what luck that the In- 
_ternet happened to use telephone lines, In 
_ Asia, however, this transformation has 
_barely begun. Most Asian operators still milk 
“near-monopoly profits from carrying voice 
traffic. Few have ventured much outside of 
their own national borders. 

Not for long. Even the stodgiest markets 
in Asia are starting to liberalise, thanks to ir- 
‘resistible evidence of the benefits of compe- 
tition and an agreement signed in 1997 at the 
World Trade Organisation which opened up 
‘telecoms. Only last week Singapore agreed to 
‘liberalise its market fully in April, two years 
ahead of schedule. 

No sooner had the ink dried on Singa- 
pore’s promise than came big news from the 
company it most threatened. On January 
24th Singapore Telecom and its counterpart 
in Hong Kong, Cable & Wireless HKT, an- 
nounced that they are in talks to merge. If 
‘they are successful (an announcement could 

“come as soon as next week), the deal would 
create a $56 billion giant and one of Asia’s 
biggest telecoms companies. 

But big is not necessarily bold. Although 
the deal may sound like the sort of earth- 
shaker that rocks Europe or America every 
few weeks, it is not. Neither firm is a world- 
beater. Both are losing market share (see 
chart) and both have failed to make head- 
way outside their home market. Britain’s Ca- 
ble and Wireless, caw HxKtT’s majority 
owner, preferred to save such global ventur- 
ing to itself. SingTel was still mostly owned 
by the conservative Singapore government. 

This limits the deal’s potential for syn- 
ergy, since neither firm would bring much to 

- the match other than its own domestic sub- 
“scribers, But the talks are more about oppor- 
tunity than synergy. Cable and Wireless 
(caw) wants to get out of a declining local 
voice business, which includes its Carib- 
bean and Australian operations. Ever since 
caw took over mers Internet backbone as 
part of the WorldCom-mci deal in 1998, it 
has been drawn to the Internet. Today, it 
claims tocarry a tenth of the world’s Internet 
traffic. Recently caw has redrawn the orga- 
nisational structure of HKT, separating voice 
from data. This had fuelled speculation that 
itintended to sell voice and keep data. 
~~ That might still happen. Although Hxt’s 
Internet services are a large and growing part 
_ of its operation, its heart is still voice. Indeed, 
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HKT remains one of the 
most profitable telecoms 
firms in the world. Canton- 
ese chat and international 
power-broking have car- 
ried caw through plenty of 
lean years, sometimes ac- 
counting for three-quarters 
of its profits. Those rich, but 
declining, earnings make 
HKT an attractive target. 
Selling it would help caw 





BUSINESS 
ment. Thisisodd, given that 
in the past year, caw: ha 
taken ownership ofsomeof 
Hxr’s choicest assets, in 
cluding multinational ac- 
counts and property, and. 
has moved to list the sub- 
Sidiary’s Internet opera 
‘tions. Not many trade buy 
“ers. would pay a large. 
premium for what would. 
remain. One of the few that | 





build a cash pile with 
which toredouble its Internet expansion. 
This deal does not quite achieve that 
aim. HX is expensive, trading at nearly twice 
the global-telecoms average multiple of cash 
flow, in part because Hong Kong’s investors 
have treated the firm as an Internet invest- 


might is SingTel, whose: 
shares are valued highly and for much the 
same dubious reasons. 
The merger might thus be a first step. AL 
though it does not get caw out of the busi 
ness, nor necessarily raise much. cash,’ i 
might create. a tempting target for a third- 





| Vodafone in court? 


FRANKFURT 





A JITH little over a week to go and no 
“barbed-wire” defences in sight, it 
looks likely that shareholders will be left 
in peace to weigh the merits of Vodafone 
AirTouch’s hostile bid for Mannesmann. 
But what then? If Mannesmann’s lawyers 
are right, a victorious Vodafone would run 
straight into a legal quagmire. The main 
reason is an arcane feature of German cor- 
porate law, known as a Beherrschungs- 
vertrag, or “domination agreement”. This 
gives a shareholder the right to push 
| through strategic moves that managers or 
| other shareholders may oppose. 
Should Vodafone win, regulators 
| would oblige it to sell Orange, a British 
mobile-telephone company belonging to 
| Mannesmann, before the merger could 
| proceed. Mannesmann argues that, under 
| German law, such a sale would call fora 
domination agreement, because it would 
“disadvantage” the German firm. To get 
one of these agreements, Vodafone must 
win not only more than half of Mannes- 
mann’s shares in its tender offer, but also 
75% support at a meeting of Mannes- 
mann’s shareholders. Such an agreement 
would make Vodafone liable to pay. mi- 
nority shareholders for losing Orange. 
Mannesmann says it could cost the British 
firm “potentially €60 billion [$60 billion] 








or more” incash. If the disadvantage isim=. |. 
possible to quantify, as Mannesmann 
claims, then no amount of compensation. 
would-make the demerger legal. Oh, and 
Vodafone’s bosses would have unlimited 
personal liability in subsequent lawsuits. 

Cutely ‘argued, scaremongering rub- 
bish, counter. Vodafone’s advisers. They 
think “disadvantage” in Germany’s share 
laws applies to:clear breaches of manag- 
ers’ duty ‘of care, such as fraudulent or 
wildly priced transactions, not to reason- 
abledealsdoneon the orders of regulators. 
And shareholders will lose Orange only 
because they have. gained Vodafone. 
Klaus Esser, Mannesmann’s boss, may in- 
sist that his company is better off with 
Orange than with Vodafone, and is thus 
damaged by the takeover, but proving 
that in court is another matter. As for the 
claims that the loss of Orange cannot be 
measured, is this the same Mannesmann 
that placed a value on the company when 
itboughtit threemonths ago, and is claim- 
ing annual synergies of €1.2 billion? 

The multi-billion euro question is 
which side has: the dodgy lawyers? The 
answer may be neither. German law is. 
vague on matters of contested.control, not: | 
least because it has so few precedents. Ste- 1 
fan Seip, a corporate lawyer who runs Fi- |: 
nanzplatz, a body that promotes capital 
markets, admits to being confused by the 
language. So does just about everyone: © 
else. No wonder each side has been able. | 
to get public backing from prominent le- | 
gal professors (three back Mannesmann, | 
four back Vodafone). 

All of which raises the prospect that 
Vodafone might win, only to be am- 
bushed in court. Such an epic surely de- 
serves a more dignified ending than that. | 











2 73 


BUSINESS 


party buyer, who could pick up caw’s share. 
The merged company would not be truly re- 
gional, but it would at least be big and inter- 
national. Deutsche Telekom, which has 
global ambitions, is rumoured to be inter- 
ested, although caw officials deny it is in- 
volved in the discussions. 

Yet the two Asian telecoms firms still 
have to overcome several hurdles. As always 
in mergers of equals, there may be argu- 
ments about where to put the headquarters 
and who will run the show. These are aggra- 
vated by the rivalry between the two cities. 
Trickier still is the Singaporean government’s 
80% share in SingTel. A merger of equals 
would leave Singapore with 40% of the firm, 
making it by far the largest shareholder. 

Hong Kong authorities are rightly uneasy 
about the idea that the government of their 
chief regional rival might own a potentially 
controlling share in their main telephone 
company. Beijing might also weigh in; the 
mainland government controls 10% of HKT 
through state-owned China Telecom. Priva- 
tising more of SingTel might be a solution, 
but the control-minded Singaporean gov- 
ernment has been reluctant to relinquish 
such a potentcommunications tool. 

The obvious prize for SingTel from the 
merger is access to China, but government 
obstacles are likely here too. The country is 
already one of the world’s largest telecoms 
markets and is adding the equivalent of an 
American “Baby Bell” each year in new lines. 
In theory HKT should be well placed to ex- 
ploit this. Yet for all this potential, ur has 
had little success across the border. Relations 
with China Telecom are at arms-length. 
HKT’s investments on the mainland (which 
never amounted to more than 5% of its as- 
sets) have failed to lead anywhere. The signs 
are that Beijing sees it as foreign and to be 
mistrusted like the rest. Singaporean (or Ger- 
man) ownership, rather than British, is un- 
likely to make much difference. The world of 
telecoms is changing fast, but sadly for this 
deal, some things in Asia are not. 
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American sports 


Teamwork 


AUSTIN, TEXAS 


N THE last Sunday in January, millions 

of Americans anxiously gather around 
their television sets. Surrounded by beer and 
snacks, including an estimated 8m pounds 
(3.6m kg) of guacamole, they watch a football 
game whose winner is usually obvious by 
half-time. In recent years, the Super Bowl au- 
dience has expanded beyond America’s bor- 
ders, and 800m people across the world will 
watch this year’s championship between 
the St Louis Rams and the Tennessee Titans, 
two teams short both on football tradition 
and worldwide (not to mention national) 
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Caring, sharing 


appeal. Here's hoping that at least the com- 
mercials are entertaining. 

Yet if this year’s Super Bowl contenders 
are not household names, the National Foot- 
ball League (NFL) would not want it any 
other way. For years, the nFL has structured 
its business to create parity among all 31 
teams in the league, and this season came 
closest to achieving that goal. Once-dismal 
teams from smaller cities made the play-offs, 
whereas the league’s powerhouses (such as 
the San Francisco 49ers and the Dallas Cow- 
boys) all had lacklustre seasons. 

In most sports, teams from rich media 
markets have the edge over those from back- 
waters. But in football, teams share the tele- 
vision revenues, worth $17.6 billion over 
eight years. Salaries are capped, new players 
are drafted so as to help the worst teams, and 
ticket revenues are split 60:40 between home 
and away teams, letting small teams share 
the big gates of the large teams. In the 1990s, 
the Green Bay Packers, the team in the small- 
est media market, had a better record than 
the New York Giants, a team in the largest. 

Other sports are different. In major- 
league baseball, each team negotiates its 
own local television contract. Owners in the 
larger cities have huge broadcast and cable 
deals and have funnelled the revenues into 
the team’s payroll. All eight teams in last 
year's play-offs ranked in the top ten in 
terms of payroll. For the 2000 season, the Los 
Angeles Dodgers wil! pay two players acom- 
bined $29m, more than the entire payrolls of 
seven other major-league teams. 

In a meeting on January 19th, baseball 
owners voted to give the league commis- 
sioner, Bud Selig, greater powers to restore 
the sport to balance. Mr Selig can now re- 
distribute baseball's revenues from the In- 
ternet to poorer clubs. Some see this as a step 
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toward a revenue-sharing scheme like the 
NFL’s—though that would need the nod of 
such sceptical “big market’ owners as Ted 
Turner and George Steinbrenner. 

Is the nFL right? A more balanced league 
lowers ratings in the short run. The Rams and 
Titans, this year’s Super Bowl teams, play in 
the country’s 21st and 30th largest television 
markets, which no doubt worries advertisers 
who paid on average $2.2m for a 30-second 
Super Bowl slot. Gerald Scully, who wrote a 
book called “The Market Structure of Sports” 
(University of Chicago Press), points out that 
taxing winners and compensating losers re- 
duces the incentive to win. 

But it does not eliminate it. Teams have 
other sources of revenue,such as promotion. 
Moreover, revenue sharing also tends to 
create evenly matched competitors, which 
may in the long run boost the popularity of 
the sport. By helping to keep football teams 
in profit, the NFL buttresses a national fan 
base. Rodney Fort, an economist at Washing- 
ton State University, thinks the NrL’s even- 
handedness is hard to value, yet it may 
prove the league’s most important asset 
should other American sports continue to 
face battles between the haves and the have- 
nots. 

A franchise for a new football team in 
Houston was recently sold for a record 
$700m. This must reassure owners that di- 
viding the pie equally can still leave an enor- 
mous piece for each of them. As Art Modell, 
the owner of the Baltimore Ravens, once said 
of the then 28 football-team owners: “We're 
28 Republicans, who all vote socialist.” 
on = E 


Wal-Mart 


Chimera 


NEW YORK 





HEN it comes to striking a chill in vic- 

tims’ hearts, Nosferatu had nothing on 
America’s Wal-Mart. Since the world’s big- 
gest retailer arrived in Europe three years 
ago, there has been panic among European 
rivals because of the American firm’s reputa- 
tion for rock-bottom prices, super-efficient 
logistics and its huge size. 

Already, Wal-Mart's acquisition of su- 
permarkets in Germany and, lastyear, ASDA, 
Britain's third-biggest chain, have prompted 
a defensive merger of France’s Carrefour and 
Promodés. Now European retailers are fear- 
ful that Wal-Mart will gobble up Metro, Ger- 
many’s biggest retailer; enter France by buy- 
ing Auchan or Casino; or consolidate in 
Britain by acquiring Safeway. With sales of 
$137 billion in 1999, why not swallow the lot? 

In fact, Wal-Mart's reputation outside its 
home market is undeserved. Far from being 
ruthless and irresistible across the world, 
Wal-Mart's international strategy has, in the 
words of Toby Radford of J.P. Morgan, an in- 
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At last, the benefits of greater | 
liquidity come on stream. A clear ; 
advantage from Cedel International 


and Deutsche Borse Clearing. 


Clearstream is a merger of Cedel International and 
Deutsche Börse Clearing, combining nearly seven 
trillion euros in assets under custody and more than 
eighty million transactions a year. That brings greater 


liquidity and economies of scale which drive down costs 





Can anyone halt our progress as the premier global 
clearing house? 

Not likely. 

Our focus now is on successfully meeting the challenges 
of the future and on breaking down the boundaries 
between financial markets, both international and 
domestic, to provide a faster, more efficient service at 


a global level 
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streamlined systems for clearing, settlement and custody 
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water and debris on the ocean fleor. 
The result—a huge savings in cost 
with less impact on the environment. 
At ABB, we believe the most important 
thing we build today is knowledge. 
Because the pea 3 that will drive the next 


hundred years is the power of ideas. 


. www.abb.com 








SAMSUNG DIGITal Simply the be-all and end-all. Samsung Digitall. We spell it differently because 


everyone's invited» we do it differently. Introducing a new language of advanced products, all 


designed to make your life easier, richer and more enjoyable every day. Watch the best TV picture. High 
definition. High style. Download the newest music from your computer and take it with you. Receive web 
data and e-mail on a wireless phone. Connect and create on an ultra-thin flat screen monitor. All-enabling 


A\l-connecting.All-inviting. Come in to Samsung. www.samsung.com. Everyone’s invited. 
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vestment bank, been “rudderless”’. 

Although Wal-Mart operates in nine 
countries outside the United States, it is one 
of the top three retailers in only three— 
neighbouring Canada and Mexico, and now 
Britain. Wal-Mart's forays elsewhere in Latin 
America have been unhappy and Carrefour 
and Ahold have beaten the firm to some 
good acquisitions there. In China, too, Wal- 
Mart trails Carrefour. In Europe, now the fo- 
cus of consolidation, it is behind rivals in the 
Mediterranean countries and in the “golden 
triangle” of Germany, France and Britain, the 
biggest retail markets. Wal-Mart is tiny in 
Germany and absent in France. 

Non-American sales still account for 
only 13% of total revenues. The international 
division’s 6% return on total assets lags far be- 
hind the astonishing 39% in America. With- 
out market dominance, these returns will re- 
main weak, because the firm’s admired 
supply-chain systems will lack scale and 
global sourcing will offer few efficiencies. 

One explanation for the difference is 
that, to the firm’s top executives at group 
headquarters in rural Arkansas, Wal-Mart 
International has always been a poor rela- 
tion. Bobby Martin, the international divi- 
sion’s previous head, tried to use the position 
asa staging-post to becoming chief executive 
and did little to unite a loose federation of as- 
sets, says George Strachan, an analyst at 
Goldman Sachs. 

Since Mr Martin resigned, after missing 
the top job in February 1999, the division's 
number two and the head of the Mexican 
operation have also left. Wal-Mart has ap- 
pointed John Menzer, a finance man, to take 
Mr Martin’s place, but also elevated Allan 
Leighton, aspa’s boss, to the new position as 
head of Europe. This lack of management 
depth coincides, says Mr Radford, with Wal- 
Mart “trying to manage a complete u-turn on 
international strategy from piecemeal or- 
ganic growth to aggressive acquisition.” 








Wal-Mart weddings come cheap 
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The difficulty for Mr Leighton and his 
new masters is that Wal-Mart's success in 
North America will be hard to replicate in 
Europe. Back home, Wal-Mart launched its 
“every day low pricing” in the context of 
massive “Supercenters”, a non-unionised 
workforce and unrivalled supply-chain sys- 
tems built up over years. In Canada and 
America, it has taken market share from un- 
focused department stores and local grocers. 

In Europe, by contrast, Wal-Mart faces 
powerful unions; strong, entrenched com- 
petitors; and regulatory constraints on what 
it can sell, and where and when it can sell it. 
In Germany, the continent's largest market, 
Wal-Mart's acquisition of Wertkauf in 1997 
for an expensive 100% of sales, and InterSpar 
in 1998, has brought it 95 stores across a be- 
wildering range of formats. Yet that gave 
Wal-Mart only 4% of aGerman market thatis 
already highly concentrated. Nor is low pric- 
ing a new idea to shoppers. Some 30% of the 
German market is supplied by deep dis- 
counters, led by Aldi. 

Moreover, the idea of global sourcing, 
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which Wal-Mart sees as a thread to unify its 
international operations, as well as a huge 
opportunity tocutcosts, will take a long time 
to realise. Most products on supermarket 
shelves are still sourced locally. The group 
will therefore need first to achieve scale in lo- 
cal and then regional markets. 

The obvious solution is for Wal-Mart to 
buy itself critical mass—and soon, while its 
American growth continues and it is richer 
than its rivals. Ironically, though Wal-Mart's 
international strength isexaggerated, its fear- 
some reputation is driving up valuations of 
targets and causing them toerect defences. In 
France, which Wal-Mart will surely try toen- 
ter, retailers trade on a fancy 30 times earn- 
ings. Those such as Auchan and Casino that 
are privately controlled will not sell them- 
selves cheaply. Meanwhile, Metro may try to 
merge with Carrefour or Britain’s Kingfisher. 

Wal-Mart therefore has a limited chance 
to acquire the European scale it needs. When 
it moves, it will be as much out of weakness 
as out of strength—though that may, admit- 
tedly, be of little comfort to its victims. 

— i 





Clinical trials in India 


Patient capital 


DELHI 


India promises to become a world centre for testing new medicines 


NVESTORS seeking opportunities in de- 

veloping countries count a large healthy 
population asa plus. If they specialise in test- 
ing drugs and other medical therapies, the 
lure may be a lot of the not-so-healthy. India 
has such people in industrial quantities, and 
contract-research organisations (CROs), 
which undertake clinical trials and other ser- 
vices for pharmaceutical companies, are be- 
ginning to notice. Their activities are one of 
the odder ways in which India is making 
more of a mark in services than itever hasin 
the export of manufactured goods. 

Quintiles Transnational, a big cro based 
in North Carolina, is one pioneer. Its Indian 
joint venture began three years ago and now 
has a staff of 40 and a score of customers, 
mainly American and European pharma- 
ceutical and biotech firms. Covance, a CRO 
from New Jersey, has started clinical trials in 
India and may expand its operations. 

Indian companies have also spotted an 
opportunity. Nicholas Piramal, a pharma- 
ceutical company in Mumbai, recently hired 
a chief executive for a new clinical-trials 
business that it hopes will have revenues of 
100m-120m Indian rupees ($2.3m-2.8m) 
within three years. Max India, which among 
other activities makes bulk pharmaceuti- 
cals, has signed a deal with an affiliate of 
Harvard Medical School to conduct clinical 
trials in India and in other developing coun- 
tries. The potential return on investment in 


India’s infrastructure for conducting clinical 
trials “is tremendous,” says Renu Gupta, Co- 
vance’s vice-president of global safety and 
medical therapeutics. 

The advantages look so obvious it seems 
a wonder that more companies have noten- 
tered the market sooner. Discovering and de- 
veloping a new drug is expensive; the indus- 
try claims to spend as much as $500m to 
bringanew molecule to market. A bigchunk, 
perhaps a third of the total, goes towards 
clinical trials. Much of that is spent just be- 
fore seeking regulatory approval on “phase- 
three” trials that use lots of human subjects. 
Since the life of a patent begins to ebb away 
from the moment it is filed, near the start of 
the entire process, each day saved on testing 
can bring millions of dollars in extra reve- 
nues to the patent’s owners. A few years ago, 
the biggest drug-consuming countries, the 
United States, Japan and the European Un- 
ion, agreed on common standards for run- 
ning clinical trials. In principle, America’s 
Food and Drug Administration should now 
accept data from a trial anywhere in the 
world that meets those standards. 

Clinical trials in India ought to be 
cheaper and faster than those in developed 
markets. cros can hire researchers, nurses 
and computer staff at less than a third of 
western wages. India’s billion potential 
guinea-pigs suffer not just from tropical and 
poor-country diseases such as malaria and 
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tuberculosis, but increasingly from 
ailments such as cancer, heart dis- 
ease and aps, which trouble rich 
countries. Though Indians are 
spread out and mainly live in rural 
areas, people with serious ailments 
flock toadvanced hospitals in cities, 
which makes them accessible. Fer- 
zaan Engineer, the boss of Quin- 
tiles’s venture, says that for some 
diseases this can dramatically cut 
the time needed to bring new thera- 
pies to market. 

Until now, though, multinat- 
ional drug companies and the cros 
that work for them have preferred 
to test therapies closer to home. In 
part this is because large trials are 
also marketing efforts: doctors who test the 
drugs are more likely to prescribe them, and 
drug firms prefer that their patients be rich. 
When pharmaceutical firms have looked 
further afield, it has been tocountries such as 
Brazil and Turkey, which offer more-sophis- 
ticated health-care facilities and higher in- 
comes than India. Even China has attracted 
‘more interest, despite India’s English-speak- 
ing doctors and technicians. 

But India itself shares some of the blame 
for this neglect. Until recently, Indian clinical 
trials mostly tested knock-off versions of 
western products for the local market. India 
thus lacks the institutions, know-how and 
procedures that make internationally ac- 
ceptable trials possible. The country’s excel- 
lent doctors are said to have an old-fash- 
ioned regard for their own authority, which 
can interfere with giving patients the sort of 
information they need to participate in 
trials. Patients may disappear to their vil- 
lages in mid-trial. Few health workers know 


DELHI 


T WAS only two years ago that India’s fi- 

nance minister dared to use the word 
“privatisation” in public. This week, 
though, the government announced the 
| saleofa51%stake in that most potentofna- 
| tional symbols, an airline. Yet it is not clear 
| that the government really means to let go. 
| The decision, by the new “cabinet com- 
| mittee on disinvestment”, applies to In- 
| dian Airlines, which flies within India and 
to nearby countries. The airline badly 
| needs private management and fresh capi- 
| tal. It has only recently returned to profit, 
| after several years of losses. Although it ex- 
| pects to earn about $9m before tax in the 
year to March 2000, it has an ageing fleet, 
| and cannot afford to buy new aircraft. Its 
| workforce is too big: 350 staff serve one air- 
| craft,compared with 2000r fewer for other 
carriers. Like other state-owned enter- 


how to keep records as fastidiously as inter- 
national trials demand. The trials infrastruc- 
ture, says Dr Gupta, is “embryonic”. 

Firms also worry about bureaucracy. In- 
dian regulations make it difficult to tran- 
sport biological samples: the process of get- 
ting government approval for a trial can take 
up to two years, eliminating the head-start 
that pharmaceutical firms hope to get from 
working in India. Swati Piramal, Nicholas Pi- 
ramal’s chief science officer, says regulatory 
delays are “the single biggest hurdle”. Just as 
bad, India does not yet fully protect pharma- 
ceutical patents, which makes drug firms 
understandably nervous. 

Then there is the ticklish issue of multi- 
nationals testing drugs in a poor country. 
Many trial participants aretoo unlettered to 
understand what is going on. Dr Arun Bal, 
head of the Association for Consumers Ac- 
tion on Safety and Health in Mumbai, alleges 
that subjects are often asked to sign consent 
forms in English and that women are pres- 


takes wings 


prises, it is beholden to its unions. 

The airline’s privatisation still faces 
hurdles. Various ministries, which are nor- 
mally eager to hold on to their property, are 
to have a hand in selling the majority stake. 
A “strategic partner”, which would man- 
age the airline, will have a 26% stake. The re- 
maining 25% is to be sold to institutions, 
employees and the publie. That is better 
than an earlier proposal te sell the whole 
stake to employees and iavestors with a 
purely financial interest. But perversely, 
under current Indian law, the strategic 
partner cannot be a foreignairline, and nei- 
ther of India’s two main private airlines 
seems interested. The govemment has said 
that the strategic buyer will have a free 
hand in running Indian Aislines. It may get 
cold feet if the airline’s 22.000 employees 
fight a deal that they are bound to see as a 






sured into signing by their families. ^. 
Many hospitals lack independent 
ethics committees, which are sup- 
posed to look after the welfare of 
patients participating in trials. Few 
Indians will be able to afford the 
drugs once they come to market, es- 
pecially after patent rules are tight- 
ened up. 

Yet, properly monitored, inter- 
national trials ought to improve In- 
dia’s health-care standards. Quin- 
tiles insists that it has surmounted 
Indian hurdles without compro- 
mising quality or ethics. It conducts 
trials in only a few of the best hospi- 
tals, and adds new hospitals only as 
they meet international standards. 
Mr Engineer claims that the company has 
helped upgrade ethics committees. Quin- 
tiles’s answer to patients’ failing to finish 
long-term trials is to set up a network of so- 
cial workers to follow them after they leave 
the hospital. 

Gradually, it will take less courage to 
venture into India with a test tube. Now that 
re-engineering foreign drugs is becoming il- 
legal, local pharmaceutical companies are 
starting to invent their own. Most will test 
them at home, building local know-how. In- 
dia’s medical establishment has started 
what looks like a crash ethical-fitness pro- 
gramme: the main research watchdog in 
Delhi has drafted new guidelines; in Mum- 
bai an independent ethics committee has 
been set up for hospitals that lack them. The 
World Health Organisation has recently es- 
tablished a forum on clinical trials in Asian 
countries. With some misgivings, Indians are 
getting ready todo what the doctor ordered. 


threat to their perks and numbers. | 

Still, the idea of India's largest airline | 
passing into private hands encourages re- | 
cent cautious optimism about the coun- | 
try’s restructuring, The committee that put | 
Indian Airlines on the block at the same | 
time sold Modern Foods, a bakery, to Hin- | 
dustan Lever, part of Unilever, a big Euro- 
pean consumer-goods company. The | 
transfer of this 74% stake is the first true pri- | 
vatisation by India’s central government. | 

There has been progress elsewhere in | 
India too. This week, the governmentof Ut- | 
tar Pradesh, India’s largest. state, settled a | 
strike by some 100,000 electricity workers, | 
who opposed plans to restructure the util- | 
ity and stem its losses. The deficits of the | 
state electricity boards and their inability | 
to deliver reliable power are one of the | 
economy’s biggest problems. The govern- | 
ment’s agreement with the workers will 
not jeopardise its restructuring plans. 
These are hesitant steps, certainly. But at 
least they point in the right direction. 
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6s E ARE not a part of opec, and we 
never will be.” Luis Tellez, Mexico's 
energy minister, utters these words with such 
vehemence that you might never guess he is 
generally rather soft-spoken. What has riled 
him is an impertinent, but increasingly awk- 
ward, question: why in the world has Mexico 
jumped into bed with the orec oil cartel? 

Two years ago, when Mr Tellez took on 
his country’s energy portfolio, the cartel was 
moribund, several members nearly bank- 
rupt, and the oil price sliding towards $10 a 
barrel. Yet, directly as a result of back-room 
deals to slash output (he prefers to call them 
“gentlemen's agreements”), brokered by Mr 
Tellez with Venezuela and Saudi Arabia, 
opec has come back with a vengeance. Con- 
founding the predictions of many—includ- 
ing The Economist—orec’s member states 
are now flush with cash; Mexico’s government, for its part, en- 
joyed a $2.4 billion windfall last year thanks to the higher oil price. 

So Mexico's motive is obvious, and the benefits equally so? Yes, 
but Mr Tellez’s strategy carries dangers, notably of a backlash 
against the bringers of dearer oil. A severe storm in the eastern Uni- 
ted States has produced a blip upwards in demand, pushing oil 
prices towards $30 a barrel this week. More worryingly, stocks of 
crude oil have been reduced to extremely low levels (see chart). 
This has prompted the International Energy Agency (1A), a Paris- 
based quasi-governmental group that monitors the world energy 
situation, to warn that prices may rise even higher: “the market 
needs more oil now.” 

The trouble is that more oil may not be forthcoming in the near 
future. opec’s deal to restrain output is to expire in March, but sev- 
eral members have already said they want to keep the cutsin place. 
Such talk has worried economists who see oil prices fuelling infla- 
tion. Bill Richardson, America’s energy secretary, has expressed 
alarm that prices are getting close to “dangerous levels”, and says 
he intends to have a stern word with Mr Tellez at the World Econ- 
omic Forum at Davos in Switzerland this weekend, 

That encounter will be long on irony. During the 1990s, Mexico 
was applauded as a paragon of free-market virtue. Mr Tellez was 
prominent amonga group of eager technocrats who rose to power, 
and junked decades of statist policies in 











Volte face 


For years, Luis Tellez was an advocate of Mexico’s free-market reforms. By helping to manipulate 
the world’s oil market he has compromised more than his principles 


the chief advisor to Ernesto Zedillo, the cur- 
rent president. In that post, he again spear- 
headed reform, leading unpepular govern- 
ment efforts to liberalise bits of the economy, 
such as the petrochemicals industry. For his 
labours, he was rewarded with the cabinet 
job of secretary of energy. 

Understandably, in his current job Mr 
Tellez’s priorities have changed. Indeed the 
champion of the free-market reforms argues 
that he needed to cut a deal with the cartel 
precisely to preserve those cherished re- 
forms. When he inherited the energy minis- 
try, he explains, the plunging oil price had 
pushed the government's finances to the 
brink: oil revenues had fallen from 37% of 
federal revenues in 1997 to barely 28% the fol- 
lowing year. As a result, the budget was 
slashed not once but three times that year. 
With oil prices falling, Mr Tellez feared for the country’s finances: 
“The only way for us to maintain fiscal rectitude and meetourdebt 
obligations was to lift the oil price.” 


Tiger in the tank 

That may be so. But now the unwelcome consequences of this 
Faustian bargain are sinking in. Mexico can ill afford to damage its 
relations with the United States, its main trading partner and ally. 
America, which was probably sympathetic towards the Saudi and 
Mexican preference for $20 oil, finds current oil prices uncomfort- 
able. Should they become painful, itcan in turn make Mexico's life 
painful in all sorts of ways. 

There is also abundant evidence from the 1970s and 1980s that 
long periods of high prices harm the cartel’s oil producers. Not 
only do they lead to more conservation in consuming countries, 
but they also increase supply by encouraging the exploitation of 
less-profitable oil fields in non-orec producing countries. 

The free-market-minded Mr Tellez agrees that a sustained 
price of $30 a barrel or more would be too high to last. But, in that 
case, how would he nudge oil prices down again without causing 
them to collapse? He says his aim is to persuade his opec collabo- 
rators to seek “a price level that is good for both consumers and 
producers”—read $20-25a barrel. And, he says, if the oil market ap- 
pears to be dangerously tight in March, 
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favour of privatisation, liberalisationand | Mexican wave 


bold deals like NAFTA. Mr Tellez made his 
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name by reforming the antiquated agri- 
cultural sector. He and people like him |” Qugrcs,7 
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pushed forward reforms with such speed 
that even the mr and World Bank were |15 
dazzled. Asked why reformers suchas Mr |40 
Tellez did not seek more advice from the 
Washington-based institutions, Pedro 
Aspe, the finance minister of the day and 
his mentor at mır, retorted: “Who needs 
them? We got the same doctorates at the 
same schools as their experts—and our 
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boys were the sharp ones in the class.” 
Despite Mexico’s currency crisis in the 
mid-1990s, Mr Tellez thrived, becoming 
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Mexico stands ready to increase its own 
oil production. 

Yet this plan has flaws, as Mr Tellez 
himself is prepared to admit. Mexico's ex- 
tra output alone would be too small to 
lower the price by much. orec’s member 
countries are notoriously fickle and, until 
recently were a hopelessly ill-disciplined 
bunch. Getting them to pass up big short- 
term gains will not be easy. Even if they 
do, the cartel’s new-found discipline 
might break down as its members try to 
grab market share. This, in turn, would 
lead to a rapid collapse in prices. In court- 
ing opEc, Mr Tellez took the tiger by the 
tail.Can he let go? 
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Global expertise. 





Where is the Internet? in cyberspace? Silicon Valley? 
Of ~ as our newly published internet Analyser suggests ~ 


increasingly in Europe? 





This genuinely global, ground-breaking new study 
3 from Warburg Dillon Read brings revolutionary thinking 


to the evolutionary world of web communications. 


At Warburg Dillon Read, we have 75> analysts 
specialising in the technology sector alone. They 
regularly research some 800 technology companies 
worldwide. Which means that, with our wider 
geographical perspective, we're able to give the 
clearest picture of what the Internet means for 


business — now and in the future. 


in other words, if there's one engine which drives our 





business, it's research. 


Internet Analyser is available on-line @ ubs.com & 


wdrcom. 
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FINANCE AND ECONOMICS 


The ECB heads for turbulence 





TU BRUSSELS AND FRANKFURT © O 


As more countries queue to join the euro area, the implications of 
_ enlargement for the European Central Bank are coming into focus 


- YT'HE euro has passed its first birthday, 
_ At weaker than some of its parents would 
-> Jike but looking solid enough. The new cur- 
rency’s guardian, the European Central 
-Bank, is starting to find its feet. It is tempting 
“to. assume that the framework for monetary 
union is all but complete. Tempting, but 
wrong: several important is- 
| Sues—including the future poli- 
-cymaking structure of the ecs 
_ itself—remain undecided and 
are only now attracting serious 
thought. Most important of all 
may be the European Un- 
ion’s—and so the euro’s—en- 
< largement. In a recent speech, 
< Wim: Duisenberg, the Eecs’s 
‘president, admitted that this 
will have “deep and wide-rang- 
ing consequences” for the ECB. 
It may even be the key to the fu- 
ture evolution of ecs policy- 
making. 
The European Union is 
midway through detailed ac- 
cession negotiations with six 
countries, and is due to begin 
talking to another six next 
month (see map on next page). 
The first batch includes Esto- 
nia, Hungary and Poland, each 
of which hopes to join in 2003- 
04. All countries joining the eu 
are required to adopt the euro sooner or later. 
~ But the European Commission (which con- 
. ducts accession talks), the ecs, and some of 
“= the governments applying to join are still de- 
bating how longan interlude there should be 


‘ol Vacaney: The Economist is seeking to recruit a | 
“\néw writer to join its economics team, to be | 
| based in London and to cover trade, compe- | 
l tition policy and other micro-economie topics. | 
| The successful applicant will have a thorough | 
| training in economics, especially micro-eco- | 
nomics, combined with employment experi- | 
| “etice as a professional economist or journalist. 
| Good writing skills and a sharp eye for num- | 
| bers are essential. Please apply by February nth | 
a ‘tothe business affairs editor, The Economist, 25 | 
< St James's Street, London, sw1a 1HG l 
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between a country’s accession to the £u and 
its adoption of the euro. 

The commission thinks candidate coun- 
tries should take their time. eu law requires 
at least a two-year gap after a country joins 
the £u before it enters monetary union. Dur- 
ing that time it must show that it can keep its 





national currency stable against the euro. In 
a report published in October the commis- 
sion also said that governments should not 
necessarily rush to meet even that timetable, 
and that “attempts at too early adoption of 
the euro could be highly damaging.” 

In public, the ecs is more equivocal. 
Candidates are free to adopt the euro unilat- 
erally, it says, but they must realise that it 
would neither take them into account when 
making policy, nor stand behind them as 
lender of last resort. ece officials fret that 
“euro-isation” by the bigger East European 
countries, such as Hungary and Poland, 
could loosen the bank’s control of the supply 
of euros. In private, they also worry that 
countries that adopted the euro early might 
find their domestic economic policy con- 


strained at exactly the time when flexibility. 
is needed. Jose Luis Alzola, an ecs-watcher 
at Salomon Smith Barney, says that the ecB’s 


main message to euro-zone wannabes at an 
enlargement seminar in November was 
rush at your peril. À 
Some candidate countries, and some in- 
dependent experts, challenge these argu 


ments, They see no reason to wait for the. 


lower interest rates and transaction cost 
that come with the single currency. Slovenia 
has argued that candidate countries should 
be given credit for.a record of exchange-rat 


stability before joining the su—-and so have 
the possibility of joining monetary union at 
the same time. Now Estonia, one of the two. 


or three applicants. most advanced in its 


economic reforms, has taken the debate a” 
step further. It is talking about - 
adopting the euro in 2002, the. 


year the currency takes physi 
cal form. 


usually strong position to d 
this, because its currency, the 
kroon, has been pegged tightly 
to the p-mark since 1992, bi 
means of a currency board 
This means that every kroon ‘i 
circulation is fully backed by: 
fixed amount of p-marks, So 


kroon is already the euroby an: 
other ‘name. Estonia’s prime 


idea of unilateral adoption “at- 
an expert group, under his 
economic adviser, to review 


the arguments. 


for European Policy Studies, a 


useful fall in interest rates, because investors 


would no longer demand a premium for the 


risk that the exchange-rate peg would be 
broken. But then, after Estonia joined the ev 


two or three years later, would the ev stillin-. 


sist it served its two-year probation before 
getting an ECB seat? Perhaps, for fear of set- 
ting a precedent. Butin economic terms, says 
Mr Gros, “it wouldn’t make sense.” 


It is hardly surprising that the ecs wants: 
to go more slowly. Although inflation is fall- 


ing in most East European countries, it is still 


far higher than in the euro zone. Financial- 


markets already fret about the difference in 
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Estonia would be in an un- 


for most practical purposes the 


minister, Mart Laar, finds the: 


tractive’. This week he set up. 


Daniel Gros, of the Centre: 


Brussels think-tank, believes it. 
might well be wise for Estonia” 
to switch from its currency board to full euro. 
adoption even before joining the eu. There: 
would beno shift in monetary or fiscal disci-. 
plines. There would, on the other hand, bea_ 
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The euro’s eastward march 


ATLANTIC 
OCEAN 


Mediterranean 





growth and inflation rates between the sin- 


“ 


gle currency’s “core” countries and those on 
the periphery, such as Ireland and Portugal. 
Alison Cottrell of PaineWebber, an invest- 
ment bank, points out that enlargement will 
bring far greater divergence. This could make 
the monetary tea leaves tougher to read. 

Enlargement also raises questions about 
the institutional structure of the Ecs. Some 
fear that the euro zone’s expansion by 12-16 
countries over the next few years could para- 
lyse monetary policymaking. But others, 
such as Tommaso Padoa-Schioppa, the exec- 
utive board member of the ecs responsible 
for enlargement issues, are more sanguine. 
He argues that “enlargement will not neces- 
sarily make things more cumbersome. On 
the contrary, it may actually serve to 
strengthen efficiency.” 

This applies particularly to the bank’s 
governing council, which decides monetary 
policy. At present this has 17 members: the 
ECB'S Six executive-board members, plus the 
governors of the euro zone’s 11 national cen- 
tral banks, appointed under the bank’s “one 
member, one vote” system. But in a few 
years, the council could have more than 30 
members—an unworkable number, for sev- 
eral reasons: council debates could end up 
shallow and fractured; and the executive 
board would be swamped by national gov- 
ernors, more inclined to a regional rather 
than a supranational view. 

The ecs argues that its council members 
are not national representatives. But no 
country is likely to give up its right to a seat as 
the council grows. East European countries, 
however small, expect their voice to be 
heard alongside giants such as France and 
Germany. “Those are the rules of the game,” 
says Gyorgy Suranyi, president of Hungary's 
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central bank. He sees “no reason to deviate 
from them when our turn comes.” 

What is the solution? One idea is to 
create constituencies similar to those at the 
IMF. A single governor would represent a 
cluster of countries: the Estonian governor, 
say, would vote for the Baltic States, and so 
on. But the system seems to have few fans. 
Many ecs officials hate the idea, because it 
entrenches regional thinking. A radical alter- 
native would be simply to remove national 
bank governors from the board. Politically, 
however, that outcome is hard to imagine. 

More likely is rotation. At America’s Fed- 
eral Reserve, all 12 regional governors attend 
rate-setting meetings, but they take turns fill- 
ing the five seats on the voting committee. 
The ece’s current board is thought to favour 
this type of approach, although the decision 
is in the hands of politicians. Any change 
would require an amendment to the Maas- 
tricht treaty. And even fans of rotation admit 
it brings problems. Should big countries get 
bumped off the voting panel as often as tiny 
countries? And what would the markets 
make of a council including governors from 
Latvia and Cyprus, but not Germany? 

With the euro still in its infancy, it may 
still be too early for clear answers to such 
questions. And it may be in part for fear of 
upsetting the markets, by raising questions 
for which there are still no answers, that re- 
form of the ecs has not—so far at least— 
been put on the agenda of the eu’s intergov- 
ernmental conference, which begins next 
month and runs to the end of the year. Since 
this is intended precisely to decide how to 
make eu institutions and procedures ready 
for enlargement, the omission of the Ecs is 
not just odd; it is alarming. 








Trade 


Europe corners 
the market 


INCE last month’s debacle in Seattle, Eu- 

rope’s trade negotiators have been busy. 
Not so much, as Pascal Lamy, the £u’s trade 
commissioner suggested to the European 
Parliament this week, working to kick-start 
free-trade talks at the World Trade Organisa- 
tion. But with more pressing concerns, such 
as trying to stop South Africa from describ- 
ing some of its products as “grappa” and 
“ouzo”, spirits which the European Union 
insists can be made only in Italy and Greece. 
A bilateral free-trade deal, which took provi- 
sional effect on January ist, was supposed to 
show generosity towards post-apartheid 
South Africa. Now the deal’s survival is 
threatened by this row. 

The eu is rather keen on such preferen- 
tial pacts. Earlier this month, it unveiled one 
with Mexico (see box on next page). It is pur- 
suing one with Chile and the four Mercosur 
countries (Argentina, Brazil, Paraguay and 
Uruguay). And it is pressing 71 poor African, 
Caribbean and Pacific (acr)countries tosign 
up to new bilateral agreements too. Taking 
into account the 100 or so other poor coun- 
tries covered by the Generalised System of 
Preferences, the £u’s tangled web already 
covers most of the world. In fact there are 
only six countries—Australia, Canada, Ja- 
pan, New Zealand, Taiwan, United States— 
with which it trades on a “most-favoured- 
nation” (ie, normal) basis. Those six are actu- 
ally among the least favoured: only rogue 
states, such as Iraq and North Korea, get 
worse trade terms. 

The evu’s fondness for bilateral trade 
deals stems partly from politics. For the 
European Commission, the £u’s executive 
arm, says Patrick Messerlin of the Institut 
d'Etudes Politiques in Paris, they are a “proxy 
for a foreign policy”, which is otherwise the 
remit of EU governments. Also, bilateral 
deals are seen as strengthening Eu member 
states’ influence abroad. The Europe and 
Euro-Med agreements, for example, help to 
anchor Eastern Europe and North Africa in 
the eu’s sphere of influence. They may also 
help to keep neighbour governments stable 
and potential migrants at home. 

But economics isa bigger spur. Thanks to 
its bilateral deals, the Eu is an export and in- 
vestment hub with preferential access to 
markets in a great many spokes. That helps 
European exporters corner foreign markets. 
They have an edge not only over the Ameri- 
cans and the Japanese, but also over firms 
from spoke countries, since, for example, 
South Africa and Mexico do not enjoy privi- 
leged access to each other’s markets. 

What, then, do the spoke countries gain? 
There are political benefits to cosying up to 
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| The uses of diversity 


MEXICO CITY 


66 A GERMAN gas turbine costs a lot of 

avocados.” Fernando Correa, presi- 
dent of ANIERM, Mexico's national export- 
ers’ association, neatly sums up one of the 
country’s main difficulties in trading with 
Europe. The Eu’s new free-trade agreement 
with Mexico, once it is ratified by the 15 
member countries, should come into effect 
in July. Mexico hopes this will allow it to 
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sell higher value-added products to Eu- 
rope, and to depend less on trade with the 
United States. 

This dependence is frightening not just 
for proud nationalists but for anyone who 
cares about the stability of Mexico’s econ- 
omy. In the past few years the share of the 
country’s trade with the United States, al- 
ways high, has climbed even further, 
thanks to the North American Free Trade 
Agreement (NAFTA) between Mexico, the 
United States and Canada (see chart), Pres- 
ident Emesto Zedillo has spent his term 
trying to pull Mexico out of the crisis he in- 
herited five years ago; the one thing that 
could really derail Mexico’s recovery 
would be a sudden American slowdown. 

So the watchword now is “diversifica- 
tion”. Besides NAFTA, Mexico has signed 
trade treaties with Chile, Costa Rica, Bo- 
livia, Colombia, Venezuela, Nicaragua, and 
Uruguay; it is negotiating them with sev- 
eral Central American countries, and with 
Israel; and it hopes soon to start talks with 





the £u. The East Europeans were anxious to 
escape Russia’s embrace; Latin America 
would like to emerge from the United 
States’s shadow. A deal with the eu may also 
help lock in free-market reforms. But inter- 
national capital markets surely do more to 
keep, say, Mexico prudent than the eu ever 
will. And often the eu has actually set back 
economic reform. For instance, it insisted 
that the East Europeans raise their import ta- 
riffs to the rest of the world in order to help 
Eu firms gain market share. 

Indeed, poor countries often lose eco- 
nomically from their deals with the £u. Con- 
sider the South African agreement. Undenia- 
bly, some South African firms can now sell 
their goods more easily in the £u. But their 
farmers, who are highly competitive, cannot, 
since “sensitive” agricultural products, such 
as cereals, are excluded. This gives them a 
perverse incentive to switch to making 
goods that the £u allows in more freely. 

South African consumers get a raw deal 
too. Import prices are unlikely to fall, since 
South Africa is only lowering its tariffs to EU 
firms, who may well respond by raising their 
prices, so consumers will see little benefit. 
But the Europeans will gain market share 
from the Americans—and Africans for that 
matter—whostill incur high tariffs. 

Nor is the deal likely to attract much for- 
eign investment to South Africa. Devilishly 
complicated “rules of origin”, which define 
how much local content is required before a 
good is considered South African and thus 
eligible for preferential access to the Eu, en- 
tangle investors in red tape and will deter 
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many from setting up shop in South Africa. 

The biggest losers from all these sweet- 
heart deals are the countries they exclude. 
Yet the deals create their own infernal logic, 
whereby those who are discriminated 
against seek their own preferential deal. The 
European Union is well aware of this, It was 
eager for a deal with Mexico because its ex- 
ports to that country have slumped since 
Mexico signed the North American Free 
Trade Agreement with America and Canada 
in 1992. Now the eu boasts that its talks with 
Chile and Mercosur put it in “pole position” 
in the scramble for business in South Amer- 
ica, ahead of the United States, whose efforts 
toestablish a free-trade area of the Americas 
are stalled. 

Preferential “free-trade” agreements 
make a mockery of free trade. By definition 
they are discriminatory. But the longer lib- 
eralisation at the wro remains stymied, the 
more tempting they will become. 
ee Se “ s 


The Philippines 


Imperfecto 


MANILA 


NVESTORS in the Philippines are used to 

seeing the country’s economy and stock- 
market outpaced by South-East Asia’s more 
fleet-footed tigers. They will draw little com- 
fort from the unedifying tale of the rise and 
fall of one share on the Philippines Stock Ex- 
change (psE)—Bw Resources. The integrity of 


Mercosur and Japan. Compared with the 
Eu, however, these are small fry. 

Still, simple geography and size mean 
that even diversification’s greatest fans ex- 
pect American domination to continue. 
The biggest trade barrier between Europe 
and Mexico is not the tariff regime, but the 
Atlantic ocean. A real boost to exports to 
Europe will, in any case, depend on an- 
other kind of diversification: in the kind of 
goods that Mexico sells there. Mexican ex- 
ports to America are nearly all manufac- 
tured goods, while to Europe it sells mostly 
raw materials, oil and agricultural produce. 
To move into exports of higher value- 
added products, Mexico needs to attract 
foreign investment into manufacturing. 

Here the new treaty may help. But 
more important would be moves to elimi- 
nate corruption, cut crime, and make la- 
bour laws more flexible. Narra is often crit- 
icised for harming some Mexican farmers 
because they could not modernise in time 
to compete with their counterparts in the 
United States and Canada. The £u deal 
might also come under fire if a poor invest- 
ment climate holds back the development 
of Mexican manufacturing. 











Estrada, friend of Dante 


the entire regulatory system has been called 
into question by Perfecto Yasay, the chair- 
man of the Securities and Exchange Com- 
mission (sec). Last week Mr Yasay accused 
President Joseph Estrada of ordering him to 
stop investigations into Dante Tan, a friend 
of the president and the biggest shareholder 
in Bw Resources. The sec had been investi- 
gating alleged manipulation of sw Re- 


sources’ share-price. Mr Estrada, in turn, 


called Mr Yasay a “consistent liar”. 
At the beginning of last year, Bw Re- 


sources was a nondescript company, its 
main asset being an unbuilt hotel, and its 


share price was about two pesos ($0.05). But 
the word was that it would become the vehi- 


85 





Lies Bo ceded 


ou 





cle for big investments in the gambling in- 
dustry. In October the share price reached 
107 pesos ($2.68) after Stanley Ho, a gambling 
magnate from Macau, became chairman of 
~ the company. Since the sec started its inves- 
tigations, the price has slumped, to around 
eight pesos this week. 

Last year was a bad one for the rse. It was 
the worst-performing stockmarket in Asia. 
Now investors have to decide whom to be- 
lieve: Mr Estrada (whose election campaign 
chest received a handsome contribution 
from Mr Tan) or Mr Yasay, whose own repu- 
tation is not as perfect as his name. Either 
way, confidence in the rse, the sec and the 
government is further eroded. 

The effects extend beyond portfolio in- 
vestment. Mr Ho had promised direct in- 


Internet investing 


FRANKFURT AND LONDON 


MERICA’S enthusiasm ¿for all things 

high-tech is legendary: witness the $1 
trillion market capitalisation—and rather 
generous valuations—of American Internet 
companies. Similarly, America’s contempt 
for Europe as old world and old economy is 
taken as read. But judging by its investors’ 
new-found enthusiasm for high-tech, Eu- 





Nothing ventured 


ALL STREET firms have gained in 
more ways than one from the bull 
market in shares, and Internet shares in 
particular, Their current bumper crop of 
profits owes much to the success of their 
private-equity and venture-capital arms, 
which have performed spectacularly. Top 
of the heap was Chase Manhattan, which 
made $1.3 billion in revenues from private 
equity in the fourth quarter of 1999. Well 
over half of this was pure profit. Chase's 
total net profits in that quarter were $1.7 
billion. Chase’s private-equity arm has in- 
vested in more than 100 dot.com firms. 
Many banks do not reveal profits for 
their equity operations, just revenues-— 
more than half of which, typically, are 
profits. In the same period, Wells Fargo, 
another Internet fan, had revenues of 
$721m on private equity (compared with 
total profits of $970m); J.P. Morgan $313m 
($s09m); and Fleet Financial, First Union 
and Bank of America each recorded reve- 
nues of over $200m. Merrill Lynch’s priv- 
ate-equity business brought in $794m, 
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shipping, property development, tourism 
and (as the populist Mr Estrada proudly pro- 
claimed in November) low-cost housing. 
Now Mr Ho says he is having second 
thoughts. Campaigners against moral turpi- 
tude have taken to the streets to protest at 
any growth in the gambling industry and 
have been rude about Mr Ho. Mr Estrada’s 
fingers have been burnt, and he now says Mr 
Ho will get no special treatment. 

Foreign direct investment in general has 
been slow to recover from the regional econ- 
omic crisis. New investment has been de- 
terred by the perception that Mr Estrada is 
allowing a return to the kind of cronyism 
seen in the days of President Ferdinand Mar- 
cos. The sw Resources affair hardly helps. 


i a ka in a neta NE EE ee eo ll 


Crossing the pond 


Europe’s stockmarkets have caught Internet fever. And how! 


rope is getting younger by the day. At the end 
of September last year, the market capitalisa- 
tion of European Internet companies was 
about $25 billion. Thanks to some big new 
share offerings and a dramatic rise in share 
prices, it is now, reckons Morgan Stanley 
Dean Witter, almost $100 billion. 

And, assuming the market does not fall 


greets nn 


likewise almost certainly more than half 
of it profits; Goldman Saehs’ revenues 
were $407m and Morgan Stanley’s $171m. 
Not all of these gains have actually | 
been realised—J.P, Morgan, in particular, | 
has been busily revaluing investments it | 
continues to hoid in its portfolio. But they | 
are certainly accounting for a larger pro- | 
portion of banking profits than ever be- | 
fore and, says Charles Peabody, an ana- | 
lyst at Mitchell Securities, they are | 
disguising unexceptional performance in | 
some of these firms’ other business lines. | 
Moreover, private-equity investment 
is a riskier business than lending, with | 
more volatile profits and trickier risk- | 
management needs. When the bull mar- | 
ket ends, these Wall Street giants will need | 
to produce big efficiency improvements | 
elsewhere, which will not be easy. Still, | 
| 
| 


| 
| 
| 
| 
| 
i 
| 
| 
| 


says Mr Peabody, share prices have risen 
so far that most private-equity portfolios 
probably still contain. large unrealised 
gains that can bedrawnonduring the next 
few quarters. Enjoy itwhileitlasts. 


vestment, not just in gambling, but also in’ 
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to earth in the meantime, that number is 
about to get a lot bigger. On January 25th, 
Deutsche Telekom, Germany’s former tele- 
coms monopoly, announced that it would 
float some 10% of T-Online, Europe's largest 
Internet-service provider (isp), this spring. 
Sensibly, Ron Sommer, Deutsche Telekom’s 
chief executive, refused to be drawn on the 
flotation share-price: that depends, after all, 
on how febrile the market is at the time. 

Still, analysts guess that the sale will give 
T-Online a market capitalisation of up to 
€40 billion ($40 billion), making it, by that 
measure, Europe’s biggest Internet company. 
Well, probably: Terra Networks, which was 
hived off from Spain’s former monopoly, Te- 
lefonica, late last year, has a market capital- 
isation of €26 billion; its value rose by €14 
billion in the first 18 days of the year. Since go- 
ing public, Terra’s shares have risen eightfold. 

Europe, itis clear, has caught the dot.com 
bug. The London Stock Exchange's tech- 
MARK, its new home for many a tech-share 
stock, and the Neuer Markt, Germany’s 
three-year-old, more successful market for 
similar stuff, have soared (see chart). There 
are now 208 shares listed on the Neuer Markt, 
with a new stock listed, on average, every 
other day. Some of them even make money. 
For example, at eM.tv, a television-rights 
and merchandising group, and ConSors, an 
online broker, profits, though small and re- 
cent, are growing strongly. 

Not that it matters much: in the frenzied 
world of the Internet, many investors seem 
convinced that the bigger a new company’s 
losses, the bigger its potential. Take Gigabell, 
a diminutive Frankfurt-based media com- 
pany. On January 24th it announced that its 
losses had risen 11-fold compared with 1998, 
despite a near-doubling in turnover. No mat- 
ter: Gigabell explained that the losses were 
down to heavy investment and advertising. 
Its shares rose by 11.6%. 

There are plenty of other examples. Brit- 
ain’s Jellyworks, a firm that “incubates” 
other Internet start-ups, listed its shares late 
last year, It has few investments, save a cou- 
ple of other incubators. Yet its market capital- 
isation has swollen from 10m ($16.4m) to 
£220m. In France, Thomson Multimedia was 
once a dismal television maker that the gov- 
ernment tried in vain to give away to South 
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SPEED AND POWER 


HAVE ALWAYS 


BEEN DESIRABLE, 


BUT RARELY THIS 


CONTROLLABLE. 






Start with a powerful three litre 
V6 engine and 240 bhp. Add 
independent double wishbone front 
and rear suspension. Ventilated 
brakes and four-channel ABS. 
Dynamic Stability Control” for rock 
solid cornering. And variable ratio, 
speed proportional power steering 
Now everything's under control. 
Except your pulse. 


For information contact your local 


authorised Jaguar distributor or visit a 


www.jaguar.com JAG UAR 
THE NEW JAGUAR S-TYPE. THE ART of PERFORMANCE 


Car illustrated is a 3.0 V6 fitted with sports alloy wheels, available at extra cost. 4.0 VE model also available 
*Dynamic Stability Control is available at extra cost on all vehicles fitted with automatic transmission. 





Australia Jaguar Australia Ltd. 61-1800-808987 Brunel Premier Motors 673-2-443432 China Jaguar China 852-2520-0989 Hong Kong Jaguar Hong Kong 852-2520-0989 
Indonesia Best Autos Ltd. 62-21-649-7479 Korea Jaguar Cars Korea 822-3440-3600 Macau Jaguar Motors (Macau) Ltd, 853-521-212 Malaysia Sisma Auto Sdn Bhd 
603-262-4444 New Zealand Jaguar New Zealand Ltd, 64-9-525-8801 Philippines Jaguar Philippines Inc. 632-897-8888 Singapore Malayan Motors 65-473-7755 
Sri Lanka Regency Automobiles (Pvt) Ltd. 94-1-910-480 Talwan Jaguar Cars Taiwan Ltd. 886-2-2891-9955 Thailand Jaguar Cars (Thailand) Company Ltd. 66-2-261-5008 
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THE FINAL ASSAULT ON POLIO. 


By 2005, we can complete and confirm the 
eradication of a disease that has haunted us and 
our children for hundreds of generations. The 
Silent Crippler has been cornered. A final assault 
can wipe it from the face of the earth for all time. 


Enormous obstacles have been overcome to 
reach this point. Wars have been halted to allow 
immunizations. Closed borders have been 
opened to health workers. And world leaders, 
separated by politics, have joined together 


against a common foe. 


There has been no lack of heroes in this effort. 
Campaigns by the World Health Organization 
and UNICEF have immunized three-quarters 
of the world’s children every year. Rotary 
International, with the support of the 

U.N. Foundation, has funded a vast amount of 
vaccine. Volunteers on foot, horseback, even 
camel have vaccinated as many as 100 million 
children in a single day. And the courage of 
mothers who have brought children to be 
immunized for the first time has helped keep 


polio at bay. 


The eradication campaign is now in its final 
stage. But, as in every war, the last battle is the 
hardest. In 1998 there were 5,000 cases of 





polio detected worldwide, a ninety percent 
decrease over the past ten years. Reducing 
that number to zero will cost $500 million. 


The benefits of eradicating polio are profound. 
Billions in immunization costs will be saved. 
Cease-fires to deliver immunizations could 
open the door to lasting peace. The culture of 
prevention will be in place. And the health 
infrastructure necessary to deliver vaccines 
will be ready for other epidemics. 


To hesitate is to invite defeat. Polio will do 
anything to survive. It will not miss a single 
opportunity to escape. Now is the time to rid 
the earth of this scourge forever. 


THE POWER AND PROMISE OF VACCINES 


No one is safe from an infectious disease unless 
everyone is safe. Vaccinés offer the greatest 
potential for improved global health. Existing 
vaccines have become more affordable, and 
delivery methods increasingly successful. At the 
same time, efforts are continuing to make 
vaccines even safer, simpler and available for a 
wider spectrum of diseases. Aggressive programs 


to develop vaccines for malaria, tuberculosis and 
AIDS are underway right now. Success will mean 
healthier lives for billions of people, and greater 

opportunities for entire countries. 


THE BILL & MELINDA GATES FOUNDATION IS PROUD TO SUPPORT 
GLOBAL POLIO ERADICATION, LED BY THE WORLD HEALTH ORGANIZATION, 
UNICEF ROTARY INTERNATIONAL AND THE U.N. FOUNDATION. 


For a current report on polio eradication, please visit www.polioupdate.org. 
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t seems like everyone in the world wants to use 
the Internet — even while on the move. But the 


inconvenience of setting up a computer and finding a 
provider discourages many people from connecting. 
Access is much easier in Japan, where NTT DoCoMo, 
the country’s leading mobile communications operator, 
provides Internet service automatically. Users simply con- 
nect their cellular phones to any PDA or laptop, dial a 
number, and launch any Internet browser. There are no 
manual set-up procedures. 





* NTT MOBILE COMMUNICATIONS NETWORK, INC. « 


Do Co Mo 


Beyond The Mobile Frontier 






This remarkably convenient service, called mopera, 
is just one of many offerings from NTT DoCoMo. And 
it reflects the company's commitment to Vision 2010, 

a concept of a brighter future through convenient 
mobile communications. 

Through mopera and other services enjoyed by 
millions of Japanese, NTT DoCoMo is swiftly expanding 
the frontiers of mobile communications. Soon everyone, 
everywhere will benefit from our winning ways. 








orea’s Daewoo in 1996. It is now France’s 
'9th-largest company by market capitalisa- 
son on the back of possible Internet forays. 

Having largely missed out on the In- 

weet gold rush in America, European inves- 

rs donot want to repeat the mistake. Hence 
A peee into local Internet shares. 
*And how: in the last quarter of last year, says 
Merrill Lynch, the three top performing 
“furopean Internet stocks were GEO Interac- 
ive (up 958%), Tiscali (771%) and oxi.com 
741%): There is, of course, the usual reason- 
g: Europe is rapidly going online. Forrester 
Research, a technology consultancy, esti- 
mates the number of European Internet-us- 
ers almost doubled last year. Online busi- 
iness in Europe, it thinks, will be worth some 
$1.6 trillion by 2004. For investors the lesson 
ids clear: get in quick and get rich. 

But there are big (some might even say 
disturbing) differences from America. Eu- 
ope is fragmented by, among other things, 
sculture, language and regulation. Terra, being 
Spanish, has Latin America in which to ex- 
pand; but in general, most Internet compa- 
nies are decidedly domestic. T-Online might 
‘bea roaring success in Germany and Austria, 
but not elsewhere. 

In addition, unlike in America, most of 
the biggest Internet companies are spin-offs 
from established firms. Besides T-Online 
and Terra Networks, Freeserve, the next big- 
gest by market capitalisation, was set up by 
‘Dixon’s, a British retailer. Tin.it, a subsidiary 
of Telecom Italia, will be floated later this 
year. This has advantages: it gives fledging 
companies the backing of a known brand; 
but some wonder how Internet firms will 
fare if still controlled by stodgy founders. 

The naive might expect that Europe’s 
fragmented markets would mean lower 
valuations. Far from it. Europe, in valuation 
terms, is much newer (ie, breathtaking) even 
than America. Take Terra, for example: It is 
not, of course, profitable: in the six months to 
June 1999, the last figures available, it lost 
€21m on revenue of €8m, But even using 
new-economy valuation measures it looks a 
touch pricey: its market capitalisation. im- 
plies that investors value its subscribers at 
$30,000 apiece. That is three times the value 
attached to those of America Online. 

One reason for these startling valuations 
issimple:demand outstrips supply. Of the 85 
or so listed Internet companies, most are tid- 
dlers, which float only a small fraction of 
their shares, Even the handful of “big” com- 
panies—Terra, Freeserve and Tiscali—have 
‘made only a tiny proportion of their shares 
freely available. Dixon’s still owns 80% of 
Freeserve, for example. The average “free 
float” is 10-20%. Scarcity forces prices up. 
Even the expected deluge of Internet offer- 
ings this year is unlikely to satisfy demand 
and affect prices. 

Or so optimists argue. Apparent scarcity 

_§was-one reason why Japanese shares were 
bid up to silly levels (though not quite this 
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silly) in the late 1980s. The odd thing is how 
many market professionals will admit in 
private that this frenzy too is a bubble. Some 
even say so in public. In a report this week, 
Merrill Lynch produced ten rules for Internet 
investing. The sixth (why so low?) was: “Re- 
cognise that what looks like a bubble proba- 
bly is: we think [the] valuation “floor” is 75% 
below current levels”. How old world. How 
European. 


Passive investing 


Another kind 
of web 


HAT large numbers of Americans 

should start investing in diamonds 
might seem, to the rest of the world, odd but 
at least plausible. That they also put their 
money into qubes is more mysterious. Their 
recent penchant for spiders and webs, how- 
ever, demands explanation—not least be- 
cause big names in the investment industry 
now plan to peddle such crea- 
tures to Europeans as well. 

These _ exotic-sounding 
products belong to a class of 
investments known as “ex- 
change-traded funds” (eTFs)— 
or simply “i-shares”, since 
they give investors immediate 
access to a stockmarket index. Thus “spi- 
ders” (“Standard & Poors Depositary Re- 
ceipts”) are shares that represent the sap 500 
index; “diamonds” the Dow Jones Industrial 
Average (ticker symbol “p1a”); “qubes” the 
Nasdaq 100 (“QQQ”); and “wess” any of a 
range of “World Equity Benchmarks”—re- 
lated to different stockmarket indices and 
averages. 

While some of these, such as “spiders”, 
have been around for years, it is only re- 
cently that interest in them has soared (see 
chart). “Spiders” are now the most-traded 
shares on the American Stock Exchange. Bar- 
clays Global Investors, the world’s largest in- 
stitutional money manager, has already 
spun 30 of its “wess”. So popular have ETFS 
become that it plans in the next few months 
to launch 51 more in America. And it is now 
in talks with the London Stock Exchange on 
launching the first European 
versions later this year. The 
Frankfurt stock exchange is 
understood to entertain simi- 
lar ideas. 

What makes errs such 
an appealing way of invest- 
ingin an index is that they are 
neither mutual funds nor in- 
vestment trusts. To the unini- 
tiated, this might seem a 
mind-numbingly technical 
distinction. But it means that 
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ETFS, ineffect, eliminate the main drawbacks. 
of the two most common vehicles for “pas- 
sive” —index—investing. 

Take, for instance, mutual funds, or “unit 
trusts”, as they are known in Britain. These 
are “open-ended” vehicles, meaning that ev- 
ery time an investor puts money in, the fund 
issues him new shares, and every time he 


takes money out, the fund redeems some.” 


This has. two drawbacks: a fund’s net-asset 
value isquoted--and soinvestorscan buy or = 
sell--only. once a day. And even investors 
who do no selling at all may mcur capital- 
gains taxes, if redemptions force the fund : 
manager tosell someshares, - 

“Closed-end” funds, usually known 
investment trusts, by contrast, pose othe 
problems. Like other corporate entities, th 
issue a fixed number of shares, which inves- 
tors can then trade on an exchange. So pric 
ingand trading is continuous throughout the 
day, but there is a catch: temporary mis- ' 
matches in supply and demand of the shares 
can result in hefty premiums or, more usu- 
ally, discounts to the trust's net asset value. It 
is enough to turn retail investors off. 

Enter errs: because they are shares 
traded on a secondary market, ~ 

dealing is continuous (which is. 

not just an attraction for day- 

traders). And, like other shares, 

but unlike mutual funds, they 

can be bought on margin (ie; 

for an initial downpayment). 
or sold short (ie, borrowed and 
soldi in the hope that the price will fall) which 
allows much more sophisticated trading 
strategies. 

At the same time eres also retain some 
features of open-ended funds. Market mak- 
ers can, for instance, settle trades using the 
underlying shares rather than cash. This 





should, in theory, prevent discounts or pre- = 


miums to the fund’s net asset value. It also 
cuts down on taxable capital gains. 

Admittedly, the details are awfully com- =: 
plicated. Still,in America more and more in- 
vestors are deciding that errs are a more flex- 
ible and tax-efficient way of investing, even 
without understanding them entirely. For 
the industry this may have far-reaching con- 
sequences. Notonly does it give yetmore im- 
petus to the trend towards indexing. But it. 
also contributes to blurring the line between: 
retail and wholesale investors, since it gives. 
small-timers the same price. 
information and market ac- 
cess as huge pension funds. 

That said, errs will also 
create headaches for firms 
that offer the traditional in- 
dex funds. In principle, 
though, they should be able. 
to parry any threat by errs to 
old-style funds simply by 
starting to sell both. After all, 
ifi-share, so can he. 
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SPECIALLY in emerging markets, ex- 

change-rate regimes are the hemlinesof 
macroeconomics-—ideas about what looks 
best change all the time, at the whim of 
fashion. In recent decades, the shifts have 
followed a pattern, veering between float- 
ing currencies on the one hand, and fixed 
exchange rates on the other, taking in a 
slew of pegs, bands and crawls in between. 
In the financial crises of 1997-98, the middle 
ground was weakened: pegged exchange 
rates crashed from Bangkok to Brasilia. 
Since, the extremes have been in vogue. 

In Latin America, dollarisation has 
hogged the headlines. Argentina, which al- 
ready has a currency board, flirted with the 
idea of adopting the dollar last year. Cen- 
tral America’s small states are studying the 
option (already adopted by Panama). In a 
recent, desperate, decision, Ecuador also 
decided to abandon its currency, the sucre, 
in favour of the dollar 

But the hullabaloo about dollarisation 
has distracted attention from a quieter 
trend in the opposite direction. Over the 
past year, Brazil, Chile and Colombia have 
all abandoned their exchange-rate targets 
and bands, and moved to fully floating 
currencies. Mexico’s peso has floated since 
1995. And each of these countries—along 
with other emerging economies including 
Poland, South Africa and the Czech Re- 
public—sets monetary policy through a 
more-or-less formal process of inflation 
targeting. The goal is to keep the flexibility 
of a floating currency, allied to a rigorous 
monetary framework to conquer inflation. 

Inflation-targeting is a strategy for con- 
ducting monetary policy pioneered in the 
early 1990s by Canada, Sweden, New Zea- 
land and Britain. It requires the central 
bank to announce publicly a numerical 
target for inflation in the medium term. 
The bank, which must at least be opera- 
tionally independent, is then responsible 
for achieving these targets and must pro- 
vide regular public information about its 
strategy and decisions. 

Among emerging markets, Brazil has 
the most technically sophisticated infla- 
tion-targeting framework, according to a 
recent study by Frederic Mishkin, an econ- 
omist at Columbia University in New 
York*, Brazil publishes a fancy quarterly 
inflation report that offers probabilities of 
different inflation ‘paths (available at 








bs + “Inflation targeting in emerging market countries.” To 
appear in “asa papers and proceedings”, May 2000 











The latest exchange-rate fad in emerging economies 
currencies, but fixed inflation targets. Will it last? 


Floating with an anchor 





www.bebgov.br, the central bank’s web- 
site). For 2000, the country’s inflation target 
is 6%, falling to 4% in 2001 (with an allow- 
able range of plus or minus two percentage 
points around the target). Chile’s strategy 
has fewer bells and whistles. But it has the 
longest history of publicly announced in- 
flation targets. In 1990, it began publishing 
them for the following year. It is only in re- 
cent years, however, that the inflation rate 
became the main goal of monetary policy. 





Mexico, too, announces inflation targets, 
but has a less formal approach than Brazil. 

So far, the strategy of combining float- 
ing currencies with an explicit inflation tar- 
get has proved remarkably successful in 


the countries that have pursued it. Floating | 


currencies have not led, as many feared, t 





extreme exchange-rate volatility. Though | 
there have been bouts ofjitters—notably in | 
Brazil in the summer of 1999—the newly | 
flexible currencies of Latin America have _ 


actually been quite stable. 


Floating not sinking 


ceeded in hitting their inflation targets, at 
least so far. Despite an initial big fall in its | 
currency, the real, after Brazil abandoned 
its exchange-rate peg, inflation in 1999 was 
within its target range at just under 9%. 
After gradually reducing inflation 
throughout the 1990s, Chile ended the de- 
cade with prices rising at the remarkably 
low annual rate of 2.3%. Mexico still has a 
higher rate of inflation (close to n% in 1999) | 
but there, too, the trend is downward. 
Given this record, it is hardly surprising | 
that other emerging economies are keen on 
similar arrangements. 

That may make sense. Floating rates are 
less vulnerable to sudden speculative cri- 
ses, And the openness, accountability and 
anti-inflation focus that targets can instil in 
emerging-economy governments are 


is for flexible 





| rose, 
, strengthened and private capital flows to 
| emerging markets resumed. That has 
| meant that inflation targeting, especially in 
| Brazil, has been politically easy,since it has 


_with a financial shock caused, say, by a 


| sive currency volatility and stick to their in- 


emerging-market currencies will plummet, 





trends, this one is no panacea. 

First, emerging economies have spe- 
cific problems. that make inflation-target- © 
ing difficult. Many, for instance, still have 
relatively high rates of inflation (say, 20% or 
more}. At these levels itis difficult to predict 
future inflation rates with any accuracy, so 
setting targets might actually damage the 
central bank’s credibility. Exchange-rate 
flexibility (which is a prerequisite for infla- 
tion-targeting) can also bring problems. In 
Latin America, in particular, many coun- 
tries have a big share of assets and liabilities 
denominated in dollars. This means that 
big exchange-rate movements can have a 
devastating impact on a country’s balance 
sheet. That is one reason why even in float- 
ing-rate regimes, govern- 
ments pay attention to the 
value of their currencies. 

Moreover, inflation-tar- 
geting has barely been tested. 
Brazil’s striking recent success 
at combating inflation may 
not last: it has yet to solve its 
deep-seated fiscal problems. 
Economic studies suggest 
that there are several circumstances in į 
which big currency depreciations may 
have little inflationary effect: when econo- 
mies are in recession; when the exchange- 
rate was initially overvalued;and when the 
inflation rate before the depreciation was 
low. All of these conditions obtained in 
Brazil in 1999. Now two no longer hold, and 
the risks of higher inflation have risen. 
With such a short record of success, the 
central bank’s credibility is still fragile. 

Also, the fashion for floating rates and 





_ inflation targets took hold just as the envi- | 
| ronment for emerging economies began to | 
Moreover, countries do seem to have suc- | | 
| seen their economic prospects brighten 


improve. Brazil, Chile and Mexico have all 


| during the past year as commodity prices | 
rich-country economic growth 


_ meant gradually falling interest rates. 
Less clear is how the system will cope 


sharp slowdown in the United States. 
: When hard times come, central banks may 
| beable toraise interest rates, prevent exces- 


| flation targets. But there is a real risk that 


inflation overshoot, central banks lose 


credibility and confidence erode. And if 


that happens, expect yet another ex- 


surely to be welcomec. But, like earlier 
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THE FUTURE OF WORK 


Career evolution 


BNEW YORK AND PALO ALTO 


Many still question claims that the patterns of working life are changing. But 
in the United States the anecdotal signs are increasing: more frequent job 
changes, more freelancing, more working at home, more opportunity but also 
more uncertainty. The old social contract between employers and workers is 
being shredded. It is still unclear what will replace it. 


N A slightly shabby classroom in Manhat- 

tan, a young man in a neat blue suit intro- 
duces himself to the group as Walter—and 
then sets about describing the lessons from 
his job search. “Be prepared, know your 
story, and network, network, network.” That 
was the way that Walter jumped from a job 
in the construction industry in Canada to 
one in human resources in New York; and, if 
the current job does not work out, that will 
be the way that he will jump to his next job. 
The network will be ready, his “brand” es- 
tablished. The teacher repeats the message: 
start preparing now for the job after the 
one that you are looking for at the mo- 
ment, because “you are going to be do- 
ing this again”. 

Whaton earth would “Organisa- 
tion Man”, that stolid icon of the 
1950s, make of the Five O'Clock 
Club? An “employee advocacy orga- 
nisation” with 20 branches around 
America, most of the club's members 
are 35-55 years old and a third of them 
earn more than $100,000 a year. The 
club offers plenty of regular career ad- ` 
vice but it is based on two things that 
Organisation Man: avoided like the 
plague: disloyalty and feelings. 

Rather than allowing jobs to de- 
fine their lives, as Organisation Man 
did, the club’s members are encour- 
aged to decide on their own goals—to 
imagine what sort of person they 
want to be in 40 years’ time, for exam- 
ple—and then to design their careers 
around that goal. The club also caters 
to people whose needs are more psy- 
chological than financial, such as the 
Internet manager who has made $3m 
in the past 18 months “but still feels 
left behind”. 

Naturally, the club owes at least 
some of its success to America’s 
booming economy, but its founder, 
Kate Wendleton, insists that it has 
also thrived because it is catering to 
fundamental changes in working 
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life. And she is not alone. McKinsey, a con- 
sultancy, has warned its clients that the most 
important challenge for companies is “the 
war for talent”. Business magazines are full 
of details about “why it pays to quit”, how 
you should be “hot desking” with col- 
leagues, “telecommuting” from home, and 
generally reconsidering your whole future. 
Yet there is also a more pessimistic 
school of thought. Many on the left, par- 















ticularly in Europe, believe that the same 
forces—technology, globalisation, the shift 
towards services—are leaving workers to the 
mercy of a new and ruthless variety of cap- 
italism. In a new book, “Sharing the Wealth” 
(Norton, $24.95), Ethan Kapstein of the Uni- 
versity of Minnesota argues that govern- 
ments are now playing a game of “beggar- 
thy-labour” which will stir up a social back- 
lash against globalisation. 

In continental Europe unemployment 
stands at 10% and more people are being 
forced to accept part-time work. In Japan, ac- 
cording to the Asahi daily newspaper, the 
number of businessmen diagnosed as clini- 
cally depressed has risen rapidly. Sararimen 
check into their shrinks on Saturdays and 
Sundays because the more frightening meet- 
ings happen on Mondays. In the United 
States, critics point out that, despite eight 
years of economic growth, lay-offs over the 
past two years have been more widespread 
than ever (see chart 1 on the next page). 

Meanwhile, median wages for male 
workers are still lower in real 
terms than they were in the 1970s. 

What on earth is happening? 
The broad answer is that it depends 
on where you live and what you do. 
The “insecurity” that is suddenly so 
frightening to a sarariman in Tokyo 
has long been normal for a construction 
worker in Dallas (and not that odd for a 
construction worker in Tokyo either). 
There are also different costs: an unem- 
ployed worker in Germany receives bene- 
fits many American workers can only 
dream about. On the other hand, most ar- 
guments about “the end of the career” usu- 
ally end up focusing on the world’s biggest, 
most flexible and fastest-changing labour 
market—the United States. 

Some pour cold water on the whole 
idea that the traditional American ca- 
reer is disappearing. David Neumark, 
an economist at Michigan State Univer- 
sity, points to plenty of professions— 
teachers, doctors, even labour econo- 
mists—in which job-hopping remains 
rare, and to plenty of others, such as the 
building trade, in which job-hopping 
has been the norm for generations. The 
basic measure of job stability is how 
long people have been in their current 
job. In 1998 the median figure was 3.6 
years, a shade higher than in 1983 (see 
chart 2a on the next page). The figures 
for other countries show no great 
changes either. 

And yet the American figures are 
distorted by two phenomena: the age- 
ing of the baby-boomer generation, 
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born between 1946-64, who account for 47% 
of the workforce and have now reached an 
age when most of them do not want to move; 
and the increase in mothers retuming to per- 
manent jobs. 

Some parts of the workforce display un- 
mistakable signs of change. Job tenure for 

men aged 35 and over has decreased since 
1983 (see chart 2B). And the average 32-year- 
old in America has already worked for nine 
different firms. There has also been a sharp 
increase in job insecurity, a measure distinct 
from, but related to, job stability. Most polls 
show that Americans—particularly older 
male workers with long tenure—are more 
frightened than ever of losing their jobs. 

Most important of all, there are solid rea- 
sons why careers should change, probably at 
an increasing rate. Ken Goldstein, an econo- 
mist at the Conference Board, a business-re- 
search group, points to the switch of jobs 
from big manufacturing firms to small, ser- 
vice ones. Companies with fewer than 100 
workers account for half the American 
workforce and are responsible for two out of 
three new jobs. Even the biggest manufac- 
turers, such as General Electric, try to act 
“small” by organising their operations into a 
network of autonomous units. 

This means that the old model of a ca- 
reer, in which an employee worked his way 
up the ladder in a single company, is becom- 
ing rarer. Small service firms seldom have 
more than three layers; and even big compa- 
nies, which still possess more of a hierarchy, 
tend to promote people in jumps. There is 
also a much higher chance of being ousted. 
Although the United States has been creat- 
ing more than 100,000 net new jobs amonth, 
it is also true that over the past two years 
some 300,000 people have been filing first- 
time claims for unemployment each week, 
indicating that many must endure the stress- 
ful experience of losing their jobs before 
finding another one. 

With the life-cycle of products shrinking, 
and competition coming from unexpected 
corners of the globe, companies have to be 
more nimble. than: ever. This uncertainty 
helps some workers: if a firm; has no idea 
from which direction the next competitive 
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threat will come, ane of its few sensible strat- 





egies is to. amass good people to prepare for 
as many contingencies as.possible, Butit also 
increases the pressure on companies to con- 
tract out their “non-core” activities to (often 
smaller) specialised companies or to use 
more temporary workers than in the past (as 
four in five American firms now do). 

This has threatened in all sorts of ways 
the type of career which Organisation Man 
once assumed was a birthright. About one in 
ten American workers, or 12.5m people, are 
either independent contractors or on sorne 
sortof temporary contract. Around 10m peo- 
ple work outside their corporate office at 
least three days a month (double the propor- 
tion in 1993). 

One hunch is that the biggest changes in 
work patterns are occurring at the top and 
bottom of the income scale. One good place 
totest this thesis is California’s Silicon Valley, 
the home of the most innovative and fastest- 
changing industry in America. 


The view from Palo Alto 


It is hard not to feel optimistic about the fu- 
ture of work sitting downto lunch with four 
students of Stanford Business School. The 
conversation drifts from potential careers to 
the enormous amounts of money being 
made around Silicon Valley. The four lunch- 
ers are not typical of the American work- 
force, but not too strange: a mix by Califor- 
nian standards—a mid-westerer, a Chil- 
ean, a woman from Northern Ireland and a 
Californian educated at Eton, Britain’s most 
elite private school. They have already 
crammed what many people would regard 
as a career’s-worth of achievement into their 
short working lives. They have held jobs as 
management consultants and investment 
bankers (or both); one worked down a mine, 
another restructured a suc- 











than the rest of the United States, but its la 
bour market is also more volatile. The me 
dian job tenure for Californian workers i 
only three years. Almost half of them hav 
been with their current employers for twe 
years or less, and only a fifth have been with 
their employer for more than ten years (com 
pared with a national average of a third). 
sixth of the state’s adults report either losin 
their job in the past three years or moving ti 
a new job because they thought they were 
about to lose their existing one. 

The fastest-growing part of California’s, 
economy is the temp business: it has added), 
as many jobs as the software and electronic- 
equipment industries combined. Now thi 
Internet seems to be having much the sam 
effect on “job trading” in the state as it has al 
ready had on share trading. Career sites such. 
as Monster.com, which advertises 140,000; 
jobs at a time, offer an easy chance to almost. 
everyone to indulge the whim to “see how. 
much lam really worth”. 

In Silicon Valley the turnover of employ- 
eesis close to20% a year—a number that sky-" 
rockets if companies miss profit targets and. 
imperil option packages. “Retaining good 
people is paramount,” says Bob Spinner, the. 
chief executive of Extensity, a software 
maker. Like everybody else in the valley, he 
treats the globe as his recruiting ground—-a- 
fifth of Extensity’s 150 workers were bom 
abroad—and he views age as less significant 
than talent. He reckons that most of his em- 
ployees work 60 hours a week. Extensity 
tries to recompense them for long hours with 
perks as well as money, such as a company 
cabin in the mountains or, for those with “al- 
ternative lifestyles”, the extension of health- 
care coverage to same-sex partners. 

Extensity is a client of Icarian, another 
Silicon Valley firm which applies “just-in- 
time” manufacturing tech- 
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cession of companies, 
The four are quietly 
confident that their success 





niques to employment. In 
hours, claims Doug Merritt, 
Icarian’s boss, he can sum- 





will continue: “Stanford 
provides you with yoer 
global driver’s licence,” says 
one. But they also recognise 
that they will have to be 
nimble. They discuss a Stan- 
ford alumnus who gradu- 
ated in 1994 and is already 


mon not just secretaries 
and assistants but free- 
lance engineers (for $90- 
200 an hour), technical 
writers ($75-150), marketing 
directors ($200-500) and 
chief executives ($300-800), 
although all these figures 





on his sixth start-up firm. 


are before negotiations 





One remarks that business 
school helps to improve 
your most important as- 
set—~your Rolodex—before 
adding that one of his first 
jobs as a young investment 
banker was to sell the com- 
pany that makes the device. 

The students come 
from diverse backgrounds, 
but their attitude is quintes- 





about equity stakes. Mr 
Merritt says that business 
people are becoming ever 
more like film actors, with 
talent agents who offer 
package deals for their 
“stars”. One famous team 
of Silicon Valley bankers 
has changed employers 
four times in the past de- 
cade, increasing their 
“brand value” each time. 








sentially Californian. The 
state has created jobs faster 








Yet even in Silicon Val- 
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ward Winning Excellence. 


European 
Equity House 


1999 


ulated by SFA 


Credit Suisse First Boston. 


In the recent IFR Review of the Year Credit Suisse First Bostor won the award for the 
European Equity House of the Year. 


This award acknowledges that our advice and our execution have provided outstanding 
service for our clients in a year when market conditions were frequently difficult. Our activities 
are driven by our power in the equity market and our determination to provide consistent and 
accurate advice to our clients. We are proud that our approach has been honoured by IFR. 


We thank all our clients for their part in making 1999 such a success for us. 


CREDIT | FIRST 
SUISSE BOSTON 
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ley there is another side to this story. Accord- 
ing to Joint Venture: Silicon Valley Network, 
a consultancy, the poorest fifth of the val- 
ley’s households saw their real income fall 
by 8% between 1991 and 1997 (income for the 
richest fifth rose by 19%). There are plenty of 
secretaries on low pay with not much more 
to show for their long hours than a fistful of 
worthless stock options. 


Adifferent place 


Will Silicon Valley’s experience be replicated 
elsewhere? Probably not exactly. Silicon Val- 
ley’s concentration of fast-growing high-tech 
firms is unusual by any standards. And yet 
in the long term, the same forces which have 
reshaped work habits there are likely to have 
similar effects in many other places. The in- 
formation technology industry in America is 
growing more than twice as fast as the econ- 
omy as a whole~and in every state it is pro- 
ducing more job changes. in one recent study 
of American lay-offs in 1993-98 by Chal- 
lenger, Gray & Christmas, a Chicago consul- 
tancy, the computer industry was the third- 
largest downsizer, and telecoms the fourth. 

Other industries are beginning to dis- 
play a similar pattern. Icarian also sells its 
just-in-time jobs to the drug and finance 
businesses: in both industries it claims that, 
asin Silicon Valley, career volatility is highest 
for “strong-brand” people at the top but also 
for “no-brand” people at the bottom. Signs of 
the same pattern are emerging even in Japan, 
where the annual number of requests for 
temporary workers has soared from 100,000 
a decade ago to1m today. 

So careers may not be “over”, but they 
are becoming a bit more flexible, and are 
likely to become ever more so. Is this revolu- 
tion welcome? Optimists claim that a flexi- 
ble workforce is basically a happier work- 
force. One recent survey of work trends by 
researchers at Rutgers University and the 
University of Connecticut found that 91% of 
Americans said that they liked their jobs. 

Even job-churning has a liberating side. 
US News & World Report reckons that 17m 
Americans will have voluntarily quit their 
job for another post in 1999, compared with 
only 6m five years before. Many of the jobs 
that have been phased out have been fairly 
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brutal, tedious ones (unless you think tha 
coal mining is a noble art), And even fairly 
mundane factory jobs now give workers 
more variety and responsibility (through 
self-governing teams andthe like). 

But there are worries. To begin with, 
there is overwork. On average, Americans 
work 1,957 hours a year, more than those in 
other rich countries (see chart 3). According 
to the Economic Policy Institute, a think- 
tank, the average middle-income married 
couple with children now works a com- 
bined 3,335 hours a year, eight work-weeks 
more than in 1979. Much of this increase has 
come from middle-class: mothers going to 
work instead of staying athome. 

Cell-phones and beepers act like elec- 
tronic leashes, keeping people perpetually 
tied to their job, One study by the Families 
and Work Institute, a New York-based char- 
ity, showed that about 7% of college-edu- 
cated 25-32-year-olds in: Manhattan work 
more than 40 hours a week; in 1977 only 55% 
did. In Silicon Valley people talk about “sleep 
camels” (those who store up sleep at week- 
ends). The average mother and father spends 
22 hours less every week with their children 
than parents did in 1969, 

Many people want their lives to have 
some predictability. But the fashion for flat- 
tening hierarchies makesit more difficult to 
plan their careers. A few make spectacular 
leaps. Most stay at the same 
level for years, insecure and 
frustrated. 

The drawbacks of the 
new American workplace for 
the educated are nothing 
compared with the draw- 
backs for the uneducated. 
Even a full-time contingent 
worker typically is paid enly 
80% of a regular full-time em- 
ployee—and the benefits are 
often minimal. When people 
talk about basic jobs becom- 
ing more interesting, they. are 
usually describing jobs in 
manufacturing. Many service-sector jobs of- 
fer little variety. Ask any pizza-delivery man. 

There is also the continuing problem of 
inequality. In 1979, the average American 
college graduate earned 38% more than the 
average high-school graduate; now the gapis 
71%. This is a guilty concern for the students 
at Stanford Business School. The young 
woman from Northern Ireland wants to save 
enough by the age of 40 tc move into the vo- 
luntary sector. The mid-westerner starts out 
by saying that “in the axis of opportunism to 
loyalty, Pm on the opportunist end of the 
spectrum”, but later admits that he hopes 
for a second career as a teacher. 

The full benefits and lesses of more flexi- 
ble, insecure careers will become evident 
only when the American economy slows 
down. But for most, the lesson is stark: edu- 
cate yourself, and then re-educate yourself. 





“Inthes950s, when three outof five Americar 


workers were “unskilled”, education wa 
considered a bonus; now the one in fi 
workers who is unskilled is at a big disad 
vantage. The need for continual re-educa 
tion extends even into the later stages o 
most working lives. Few can any longer af 
ford to rest on their laurels, or to rely on ex: 
perience which rapidly becomes obsolete, 
because of technological change. 

The new job market presents almost as 
many challenges to companies as to work 
ers. The most talented and hard-workin 
people are unlikely to go to firms that Jeffre 
Pfeffer, a professor at Stanford, dubs “toxi 
workplaces”. Focusing on core competen 
cies might mean outsourcing peripheral em 
ployees, but it also means creating a cor 
group of loyal employees who have worked 
for the company for years; who have ab- 
sorbed, or helped to create, its ethos; and 
who are committed enough to transmit that’ 
ethos to futureemployees. As with Extensity, 
the focus is increasingly on finding non-fi-: 
nancial carrots to retain these “core” em~ 
ployees (if the only reason why an employee. 
stays with any particular firm is money, ther’ 
he or she is much easier to poach). 

Efforts to hold back these changes with: 
laws guaranteeing workers job protection: 
are growing ever costlier. Just compare the: 
high unemployment rates in Europe, where 
it is more difficult both to hire 
and to fire workers, with the: 
low rate in the United States. 
The exigencies of the new-style 
labour market will putincreas- 
ing pressure on governments: 
not only to dismantle obsolete: 
labour regulations, but to 
adapt to the growing need of 
both employers and workers 
for more flexible pensions, 
training and—in the United 
States—health care. Even as the 
old social contract betweer: 
employers and workers fades, 
the new one is still unclear. The 
students at Stanford Business School and the 
job-hopping members of the Five O'Clock 
Club might have a clear idea of the bargain. 
they strike with employers. But many other 
workers do not. Some American employers: 
are offering an implicit (and sometimes ex- 
plicit)deal to their employees: accept that we: 
may have to sack you and, in exchange, we 
will make sure that you have the marketable 
skills needed to find another job. 

But many firms and workers still find 
this idea unsettling. Establishing a new un- 
derstanding between the two looks like be- 
ing one of the great social, political and econ- 
omic challenges of the next few decades. 
Until that happens, like most other workers, 
high or low, you are on your own. It may be 
time to start building your “brand” and get- 
ting out there to network, network, network. 
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Transmetamorphosis 





Silicon Valley’s most mysterious company has revéaled its revolutionary new 
microchip at last. What is all the fuss about? 


T WAS not a time machine, nor a cure for 
cancer, nor an antigravity device. Instead, 
the new product unveiled on January 19th 
by. Transmeta, a notoriously secretive firm 
based in Santa Clara, California, turned out 
to be a new kind of microchip. After months 
of speculation and build-up, this came as an 
anti-climax to some. But for geeks around the 
“world, who have spent the past few days 
“poring over the chip’s technical details and 
discussing it on the Internet, Transmeta did 
< notdisappoint. 

Its design takes a number of computing 

tricks and combines them in an entirely 
novel way. The immediate benefit, and the 
one Transmeta is emphasising with its first 
two products, is a microprocessor that can 
run software written for Intel’s chips, while 
‘consuming a fraction of the power. 

Big deal, you might think. But Trans- 
meta’s core technology does a lot more than 
justallow laptop computers to run all day on 

`- asingle charge. Its chips operate in a funda- 
„mentally new way, allowing them to emu- 
late (and hence run software designed for) 
any éxisting microprocessor, without the 
_loss-of performance normally associated 
~“ with such emulation. Its technology also 
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side-steps several thorny problems in the de- 
sign of microprocessors. Whatever happens 
to Transmeta’s products in the marketplace, 
its radical approach looks likely to have a 
profound influence on the future course of 
the industry. 


Thinking caps on 

To understand whatis soclever about Trans- 
meta’s idea, it is necessary to recall how to- 
day’s chips work. A programmer writes a 
piece of software in a “high-level” language 
(such as.c++). This program is then fed intoa 
second piece of software called a compiler, 
which translates it into a sequence of ma- 
chine instructions for a specific kind of 
microprocessor, such as Intel’s x86 family, 
which can then run the original program. 

So far, so good. As they devise new chips, 
however, designers face a problem. On the 
one hand, they want the new chips to run as 
fast as possible.On the other they want them 
to be “backward-compatible’—able, in 
other words, tocope with software compiled 
for previous chips. In recent years, Intel and 
others have squared ‘this circle by using 
clever hardware on their chips to analyse se- 
quences of instructions before executing 


them, and then employing various tricks to 
speed things up. ee 

One of these tricks involves splitting se- 
quence of instructions into several separate - 
sub-sequences and executing these in paral- 
lel. Provided the sub-sequences do not inter- 
fere with each other, the result is faster exe- 
cution. Another trick, called “out of order” 
execution, involves re-ordering instructions’ 
where: possible. to. make things run: faster; 
More. advanced still is a technique called . 
“speculation”, where the chip foresees a 
branch in the program, calculates both pos- 
sible results in advance, and’ then. throws: 
away the incorrect answer and uses the cor- 
rectone when the branch is reached. : 

To overcome the problem of backward- 
compatibility, modern x86 chips such as the 
Pentium are able to take x86-style instruc=: 
tions from old software and split them up‘ 
into several smaller micro-operations which’ 
lend themselves better to performance-en- 
hancing trickery. As a result, microproces-. 
sors have continued to improve in perfor- 
mance over the past few years, But there is a 
price to pay: millions of transistors are 
needed to pull these tricks off. This makes 
modern. x86 chips large and power-hungry. 
which is bad news for users of portable com- 
puters. Intel’s latest “mobile” Pentium mm 
chips—intended specifically for such porta- 
bles—consume around 20 watts. 

Transmeta’s approach seems, in con- 
trast, so simple that it is surprising that no-: 
body thoughtof it before. Instead of building 
an even more complicated x86-compatible - 
processor, the firm has created an entirely 
new chip of its own that is specifically de= 
signed toexecute micro-ops quickly and effi- 
ciently. The translation of x86 instructions. 
into micro-ops, along with the analysis, re~ 
ordering, speculation and so on are then- 
done by a special layer of “code-morphing”.. 
software that sits between the chip and the 
x86 program, thus fooling the program into 
thinking that itis running on a standard x86-. 
compatible processor. 

The advantage of doing this translation | 
and manipulation in software, rather thanin | 
hardware, is that far more complex kinds of 
optimisation are possible. For example, once’ 
the code-morphing software has translateda 
particular chunk of x86 code into micro-ops. 
it can store the translated chunk in a special 
memory to avoid having to translate it again.: 
Chips that do the translation in hardware 
have to re-translate the same instructions 
over and over. 

More important, the Transmeta chip is 
able to maintain statistics about which parts 
of the program it is running are executed 
most often. Once the code-morphing soft- 
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ware has identified a chunk of x86 code that 
has a high “repeat rate”, it will then re-exam- 
ine that chunk to see if it can be optimised 
even further. This additional optimisation 
takes extra time, but the fact that the code 
will subsequently run faster more than 
makes up for it. The result is that the execu- 
tion of a particular program accelerates as 
the microprocessor tunes itself to run the 
software as efficiently as possible—some- 
thing that would be a nightmare to do in 
hardware alone. 

Splitting the operation of the chip into 
hardware and software components has 
other advantages. Transmeta’s chips can be 
rejigged to emulate any microprocessor, or 
more than one at once. The firm will also be 
able to redesign the hardware altogether to 
take advantage of new technologies as they 
appear, rewriting the code-morphing soft- 
ware to maintain compatibility. (The two 
chips introduced last week are, in fact, based 
on completely different hardware designs 
from one another.) 

The immediate benefit of all this trickery 
is to reduce power consumption. And con- 
sumption is further reduced by adjusting the 
operating speed and voltage of the chip on 
the fly, depending on the user’s activity. A 
10% reduction in processor speed, for exam- 
ple, results in a 30% drop in the power re- 
quired. The result is that Transmeta’s Crusoe 
1™5400 chip, which is intended for use in 
laptop computers, has a performance com- 
parable with a mobile Pentium 111, but con- 
tains a quarter of thenumber of logic transis- 
tors and consumes a twentieth of the power. 

This explains why Transmeta is, initially 
at least, aiming its products at the portable- 
computer market. Diamond Multimedia, a 
consumer-electronics firm, has already an- 
nounced plans to build tablet-like web- 
browsing devices using Crusoe chips. Tai- 
wanese computer manufacturers Acer, 
Quanta and Uniwell are thought to be inter- 
ested in building ultra-light laptop comput- 
ers with them. The first Crusoe-powered lap- 
tops are expected to appear later this year. 

By choosing to concentrate on the niche 
market for chips for portable computers 
rather than attacking the desktop market di- 
rectly, Transmeta has so far declined to take 
on Intel on its home ground. But Dave Ditzel, 
the company’s founder and a pioneer of “re- 
duced instruction set computing” (RISC), a 
previous breakthrough in microprocessor 
design, points out that ultra-light laptops are 
the fastest-growing part of the pc market, 
and that mobile Internet-access devices are 
expected rapidly to become a multi-billion 
dollar business. As he says, “that’s a nice 
niche”. Ultimately, however, the self-tuning 
nature of the Transmeta chip design could 
offer advantages in desktop machines and 
high-performance servers as well portables. 
It will be interesting to see what follows in 
Crusoe’s footsteps. 
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Fuel-efficient cars 
Hybrid vigour? 


DETROIT 


wr " 


A subsidised programme designed to deliver fuel-efficient cars to Americansi 
has done so. But the results are not cheap and may be obsolete within a decade 


ESPITE some modest increases in petrol 

prices last year, fuel economy is not 
much of an issue for most American car 
owners. Their government, however, begs to 
differ—to the tune of $240m a year. That is 
the amount of taxpayers’ money which it 
has spent for the past six years on the Part- 
nership for a New Generation of Vehicles 
(pNGv), a collaboration with the country’s 
car builders to develop vehicles so efficient 
that even the greenest of environmentalists 
will have difficulty complaining about the 
amount of fossil fuel they guzzle. 

The first of these so-called supercars, the 
Precept (built by General Motors) and the 
Prodigy (Ford), have just been unveiled at 
the Detroit motor show. They achieve the 
equivalent of 80 miles per American gallon 
of petrol (35km/litre), a third of the con- 
sumption of current American saloon cars 
and better, even, than existing fuel-efficient 
cars such as Toyota’s Prius and Honda’s In- 
sight. But even more important, they address 
the main criticism of those existing cars— 
that they are too small (the Insight is a two- 
seater) and thus too un-American. 

The Precept and the Prodigy (and a yet- 
to-be-revealed prototype from Daimler- 
Chrysler) could not be accused of a lack of 
American values. They are about the same 
size as the Chevrolet Lumina and the Ford 
Taurus. They should, however, deliver the 
magic 8ompg by a mixture of attention to 
technological detail and the introduction of 
a “hybrid power pack”, which uses a com- 
bination of electric and diesel motors to de- 
liver energy more efficiently, and recycles as 
much of itas possible. 


Thirsting for economy 

In even the best of today’s cars, more than 
70% of the energy in the fuel tank is wasted 
by the time the rubber meets the road. The 
biggest consumers of energy are friction in 
the engine, friction between the tyres and the 
tarmac, poor aerodynamics and “parasitic 
losses” in components such as the oil and 
water pumps. On top of that, there is the ob- 


vious point that big vehicles tend to be 
heavy, and thus require more energy to ac- 
celerate and decelerate them. 

That is a long list. As a result, the PNGv’s 
participants have had to rethink virtually ev- 
ery aspect of car design, from the shape of 
the body to the chemistry of the tyres—as 
well, of course, as the engine. The Precept’s 
bodyshell, for example, has the most wind- 
slippery design ever achieved. Its engineers 
have even replaced the wing mirrors with 
lipstick-sized cameras that send images to 
two dashboard-mounted displays. On top 
of that, its chassis and body make extensive 
use of lightweight materials such as alumi- 
nium, magnesium, titanium and plastic 
composites. The result is that the car weighs 
1,190kg (2,618lb)—barely two-thirds the mass 
of the Lumina. Moreover, high-efficiency 
pumps reduce parasitic losses, and the Pre- 
cept boasts tyres which are less flexible than 
ordinary ones and so dissipate less energy. 

But the real key to the vehicle’s miserly 
fuel consumption is found under its bonnet. 
The Precept marries a 1.3-litre direct-injec- 
tion diesel with two electric motors, one on 
each axle, powered by a 35kw lithium poly- 
mer battery. The result is known asa “heavy” 
hybrid, meaning that the electric motors are 
powerful enough to run it without assist- 
ance from the diesel engine. In normal urban 
driving they will do so about two-thirds of 
the time—with snazzy electronics deciding 
when to cut the diesel in and out. They also 
act like superchargers when the vehicle ac- 
celerates.On topof that, when the driver hits 
the brake pedal the coils and magnets in the 
electric engines act as braking generators— 
slowing the car down by converting its en- 
ergy of motion into electricity, which is then 
squirted into the battery. 

The Prodigy, by contrast, is a “light” hy- 
brid. It has the same sorts of energy-saving 
tricks as the Precept, butits single electric mo- 
tor, which is powered by a nickel-metal hy- 
dride battery, does not have enough oomph 
to move the car by itself. Instead, its role is to 
provide assistance to the vehicle’s 1.2-litre di- 
rect-injection diesel engine when it is accel- 
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erating. Such assistance is, however, enough 
Wo allow the Prodigy to rely on a diesel barely 
»aalf the size of that in the otherwise similarly 
sized Taurus. 

This all sounds marvellous. But it will not 

Ibe much good if people are unwilling to buy 
ithe new cars. The Prius is heavily subsidised 
ey Toyota to keep it affordable, and Ford's 
wand Gm’s executives admit that even their 
(supercars will be several thousand dollars 
more expensive than conventional models. 

That might not matter in countries 
where fuel is expensive. But in America, it 
isn’t. Tripling the fuel-efficiency of the aver- 
age American saloon car would, according to 
Ford, save about 371 gallons a year. That 
sounds a lot, but it is actually worth less than 
$500. So it is not surprising that a recent study 
by Dohring, a research firm, showed that al- 
though Americans favour cleaner, more 
fuel-efficient vehicles in principle, they are 
unwilling to pay much more for them than 
they would for a traditional gas-guzzler. 

The hybrid engine also looks like being a 
blind alley. When the pnev began in 1993, 
hybrids seemed smart. Not only would fuel 
be saved, but emissions could be kept down 
in town, where people might breathe them, 
while an internal-combustion engine would 
provide serious power for intercity driving. 
But technology has moved on since then. 
The future almost certainly belongs to the 
fuel cell, a way of generating electricity 
which is powerful enough for intercity driv- 
ing, and which is exhaust-free everywhere. 
GM also unveiled a fuel-cell-powered ver- 
sion of the Precept at the show. And fuel cells 
have not required a quarter of a billion dol- 
lars a year of taxpayers’ money. 
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The Biosafety Protocol 


A conventional 
argument 


MONTREAL 


EW technologies can have had such an in- 

auspicious start as the creation of geneti- 
cally modified organisms (cmos) for use as 
crops. Environmentalists hate the idea, con- 
sumers don’t seem to care for it, farmers are 
increasingly diffident, and the companies 
that developed it are either imploding or off- 
loading their cmo subsidiaries as fast as they 
can find anyone to buy them. 

Bureaucracy, nevertheless, rumbles on. 
And over the past week a group of the 
world’s environment ministers have been 
meeting in Montreal to discuss what safe- 
guards are needed on the international trade 
in such crops. 

The “Biosafety Protocol” that they hope 
to stitch together will be part of a wider ar- 
rangement, known as the Convention on 
Biological Diversity, that was drawn up in 
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Rio de Janeiro in 1992. The fear is that genes 
which have been engineered intocrops todo 
such things as making them insect- or herbi- 
cide-resistant mightescape into the wild and 
thus somehow endanger biodiversity. 

A laudable idea. But even if discussion 
about the protocol were truly restricted to 
that aim, it could become a useful instru- 
ment for protectionists. As it is, the whole 
process has been subjected to “mission 
creep”, with attempts to write in clauses that 
have more to do with consumer protection 
and social engineering than with hard-core 
ecological science. 

The first crack at an agreement hap- 
pened in Cartagena, Colombia, in February 
1999. That failed because of the opposition of 
six major food-exporting nations (America, 
Argentina, Australia, Canada, Chile and 
Uruguay) known collectively as the Miami 
group. But the softening-up process that has 
occurred during the past 1 months—the 
consumer and producer revolt, and the vac- 
illation about the technology by the pur- 
veyors themselves—seems to have made 
these countries more amenable to a deal. As 
The Economist went to press, a sense of com- 
promise was in the air. 

The protocol’s chief instrument is sup- 
posed to be “Advance Informed Agreement” 
(ata), a process that gives an importing 
country the right to assess the potential im- 
pacts of a GMo before it agrees to admit it. 
The main sticking point in Cartagena was 
the Miami group’s refusal to allow this to ap- 
ply to commodities such as maize and soya- 
beans, which make up 90% of the world’s 
trade in GMos. The most the Miami nations 
were willing toconcede was to allow the pro- 
tocol to apply to seed stocks of these 
crops—ie, stuff that is intended for introduc- 
tion into the environment and not stuff that 
might escape accidentally. 

The Miami group's principal opponent, 
the “Like-minded” group of developing 
countries, argued that neither trade nor na- 
ture are tidy. Seeds intended for foodstuffs 
could spill, germinate and grow, allowing 
their genes to enter the ecosystem uninten- 
tionally. That does not, however, explain the 
insistence of some countries that the proto- 
col should apply to things that could not 
possibly germinate, such as flour. 

In Montreal, the Miami group has agreed 
to put commodity crops into the protocol, 
but only through an Internet-based “in- 
formation clearing house” process that is far 
less rigorous than the ara arrangement that 
will apply to seed stocks. In return, the group 
wants the excision, or at least the softening, 
of the “precautionary principle” clause that 
the current draft contains. At the moment, 
this would allow a country to refuse a GMO 
that it suspects might wreak environmental 
havoc, regardless of the quality of the scien- 
tific evidence to support such a claim. From 
the Miami group’s point of view, that looks 
like a convenient way to skirt trade agree- 
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Red colobus monkeys. an endan- 
gered species, are not popular with 
coconut farmers on the African is- 
land of Zanzibar because the mon- 
keys are as partial to coconuts as 
| people are. But according to Kirsten 
| Siex and Thomas Struhsaker of 
Duke University in Durham, North 
| Carolina, the farmers should be 
| thanking the monkeys, not per- 
secuting them. Since colobus prefer 
immature nuts, they are actually 
acting as unpaid pruners, increas- 
ing the crop on trees from which 
they feed. Those palms from which 
| they took six nuts a month yielded 
an average monthly harvest of 13 
coconuts. Otherwise similar trees 
from which they took ten nuts a 
month yielded 17. A win-win situa- 
tion, as a management consultant 
might put it. 
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ments and protect domestic producers from 
competition. 

Which raises the other major sticking 
point—the relationship that the protocol 
will have with the World Trade Organisa- 
tian. The Miami group wants it to be subsid- 
iary to the wo. The Like-minded group, the 
European Union, and most of the other 
countries involved, say that the protocol and 
the wro should be co-equal. There are also 
the lesser questions of who will be liable if a 
cmo does cause harm, and how much label- 
ling and segregation of cmos from unmodi- 
fied organisms is required. Many of these 
points seem to be drifting some way from the 
concept of protecting biodiversity—as is the 
idea that importing countries should be able 
to take potential socio-economic impacts 
ino account when they make their Aras, But 
when ecology and economics clash, it tends 
tobe economics that wins. 
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Smaller laptop? Smaller flaptop. 
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Sotheby's and the cybermasses 


The most famous name in the art world has gone online. Does it know what 


Kts doing? 


N MID-JANUARY, the venerable auction- 
eers at Sotheby's added “dot.com” to its 
mame and seemed to give a signal to the art 
‘world that even its most exclusive members 
might have to shake off their clubby airs and 
join the egalitarian Internet bazaar. “This 
world has been too intimidating and rare- 
fied,” said Sotheby’s president, Diana 
“DeDe” Brooks, who has been personally 
steering the firm’s online venture. “We want 
our site to be a friendly place to the poten- 
tially millions of people who've never 
bought art before.” 

Marketing art to the online masses is 
nothing new. But the way that Sotheby’s is 
doing it raises doubts about whether the 255- 
year-old firm with the most famous name in 
the business can remain on its pedestal. Fora 
start, its dot.com strategy has been about as 
clear as Gallé glass. The “new” site (sothe- 
bys.com)is not the firm’s first; sothebys.ama- 
zon.com was launched last November, via 
the famous online bookseller’s “portal”. This 
existing site offers downmarket collectibles 
for a broad audience—it has, for example, a 
“special sale for lovers” for Valentine’s Day— 
while sothebys.com is designed to offer pric- 
ier fine-art pieces for the more discerning 
collector. Its star item at the moment is a 
copy of the first edition of the American Dec- 
laration of Independence, which is on offer 
for $4m-6m. 

It has taken Sotheby's a year and more 
than $40m to get to this fork in the road. In 
January 1999 the firm announced plans to 
develop a website with enough fanfare to 
give the company’s share price a sharp (if 
premature) boost from the so-called “net” ef- 
fect. A spokeswoman said then that “only 
distinguished art professionals will be sell- 
ing objects on this site.” But now the firm has 
decided to open the flood gates. It has signed 
up 4,700 “Internet associates”, a motley col- 
lection of dealers who can offer their goods 
for sale via the Sotheby’s sites but who (as 
Sotheby’s makes crystal clear) remain fully 
responsible for the authenticity of anything 
that they offer. 

Some of the “distinguished art profes- 
sionals” corralled into the scheme at an early 
stage by Ms Brooks herself are less than over- 
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joyed at finding themselves forced into com- 
pany that they might not want anywhere 
near the well-polished portals of their high- 
rent galleries. There are persistent worries 
about the quality and authenticity of online 
art,and of the people selling it. The inaugural 
auction on Nart.com, a rival online auction 
house, was disturbed by concerns that a star 
Picasso drawing might be a forgery. In the 
end, it was withdrawn. 

Sotheby’s sites too are having their 
start-up problems. Some customers of sothe- 
bys.amazon.com have had to wait over six 
weeks to receive their goods. In mid-January 
when John Fiebach, a financial trader in 
Philadelphia, finally received the antique 
American picture frame that he had bought 
atan online auction in late November, it was 
broken and had obvious glue spots where 
someone had tried to fix it. 

For the topend of the art market, there re- 
mains considerable scepticism about the 
principle of online dealing. “What galleries 
are selling is elitism,” says William Bartman, 
director of the Art Resources Transfer gallery 
in New York. “It’s a very, very private club in- 
tended not to let people in, and if it gets too 
big, collectors won’t want to be a part of it 
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Auctioneering today... 


any more.” Some galleries are not letting the 
online masses get a shot at their best art 
works because “placing” a work in an im- 
portant collection is critical to developing an 
artist's reputation (and market value). 

Giuseppe Eskenazi, one of London’s 
leading oriental art dealers, still feels that 
“what we sell is something that needs to be 
looked at and discussed.” Although he was 
one of Sotheby's first Internet associates, he 
has not yet offered anything for sale online. 
But he does concede that the online art mar- 
ket “could be a snowball. It all depends what 
happens in the United States.” 

Mike May, an analyst at Jupiter Commu- 
nications, a technology consulting firm, pre- 
dicts that the market will grow, but only 
slowly because “everyone in this category is 
selling twice: they're spending money tocon- 
vince customers of the concept of buying art 
online, and then they have to convince them 
to buy the art here, at their site.” 

At the lower end of the market, Sotheby’s 
main problem is the formidable competition 
that it faces. Existing sites have already 
proved that people are prepared to spend 
thousands of dollars on objects that they’ve 
never seen in three dimensions. Customers 
like the online capacity tocompare prices (al- 
mest for the first time ever) and, by and large, 
they find the sites’ logistics are working well. 
Return rates reported so far are, on average, 
less than 5%. 

The new sites are also reaching parts that 
other art can’t. For some sites, up to 90% of 
their sales are going to first-time buyers. 
Many new customers are finding the ano- 
nymity of online buying attractive. It allows 
them to request a three-metre painting to 





...and tomorrow? 
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Cheesed off 


AOMI KLEIN, the author of “No 

Logo”, is the child of a pair of Ameri- 
cans who moved to Canada to escape the 
Vietnam war draft. On childhood trips 
into the country, she remembers, her par- 
ents would ruthlessly by-pass McDonald’s 
and Burger King. “My brother and I would 
beg to stop for fast food packed in shiny 
laminated boxes...But more often than 
not, lunch would be another ponchoed 
picnic ata national park, with dry cheddar 
cheese, autumnal fruit and other distress- 
ingly unpackaged foodstuffs.” 

Little Naomi grew up to sound curi- 
ously like that other Canadian scourge of 
capitalism, J.K. Galbraith. Her book is a 
wistful plea for the world before Burger 
King. It should be read by anyone who 
thinks that last year’s Seattle demonstra- 
tions were an aberration. It eloquently sets 
out the suspicion and resentment that 
many young folk feel for large companies. 
“Anticorporatism is the brand of politics 
capturing the imagination of the next gen- 
eration of troublemakers,” she says, “and 
weneed only look tothe student radicals of 
the 1960s...to see the transformative im- 
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pact such a shiftcan have.” 

Her book sets out to describe the forces 
opposing “corporate rule”: the way that 
marketing has (she claims) overwhelmed 
culture; that mergers and “corporate cen- 
sorship” have restricted freedom of choice; 
and that the labour market produces more 
“tenuous” kinds of job. There is an assault 
on “employment, civic liberties and civic 
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space”. To prove the point, she sweeps to- 
gether almost every imaginable complaint 
against business, from the damage done to 
city centres by out-of-town superstores to 
support for nasty foreign governments. It 
all adds up, says Ms Klein, to an intercon- 
nected movement that “embraces globali- 
sation but seeks to wrestit from the grasp of 
the multinationals.” 

The trouble is that, while protesters of 
her parents’ generation had a real threat to 
combat—a misguided war fought by reluc- 
tant conscripts—Ms Klein’s contemporar- 
ies fight mainly against the forces that have 
made them wealthy and spread a bit of 
that prosperity to poorer parts of the 
world. True, there have been costs, as small 
shops close, jobs in old industries vanish, 
and once-familiar products are replaced 
by new brands. These costs, though, are 
generally imposed not by malicious men 
in suits but by consumers, whose tastes 
change and who prize the consistency, 
convenience and low prices that big com- 
paniescan provide. Faced with a choice be- 
tween dry cheddar and a Big Mac, that is 
neither reprehensible nor surprising. 
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match their coral couch without being made 
to feel like a philistine. 

The existing sites seeking to sell artcan be 
divided into three: those selling mass-pro- 
duced prints and posters (artcom and 
worldprints.com, for example); sites that cir- 
cumvent dealers and galleries by represent- 
ing artists directly (paintingsdirect.com, 
nextmonet.com); and sites that put the exist- 
ing art world online—both galleries (such as 
onview.com, to be launched in February, 
and eartgroup.com) and auctions (eBay.com 
and gavelnet.com). 

This last group, which presents Soth- 
eby’s with its main competition, is changing 
the shape of the market. Antique shops and 
galleries, if not actually closing down, are 
increasingly being left empty by their own- 
ers. They are choosing to stay at home in or- 
der tocarry on their business round the clock 
via their laptops, modems and (predomi- 
nantly) eBay.com. eBay is the big threat to 
Sotheby's at the lower end of the market. It 
has a clever system whereby buyers give sell- 
ers points for service, and this “feedback” is 
posted on the site, giving vendors a strong in- 
centive to play fair. 

Sotheby's is trying to claw its way into 
this market by demanding that its Internet 
associates sign a three-year contract declar- 
ing that they will not sell goods in excess of 
$300 anywhere online other than via Soth- 
eby’s own sites. Rather than tying dealers in, 
however, this questionable restraint of trade 
is merely encouraging them to cheat on their 
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contract and seek ways round it. Until Soth- 
eby’s is seen to have a comparable position 
online to that which it commands offline, 
dealers are reluctant to give up their other 
online opportunities. 

For some of them, online business is con- 
siderable. One London antique dealer, for 
example, now does 90% of its business on- 
line (from a standing start less than a year 
ago). Almost all of it is with customers in the 
United States, customers who would never 
have popped into the dealer’s shop. 

At the top end of the market, Sotheby's 
competition continues to come from its tra- 
ditional rival, Christie’s. The “other” London 
auction house, echoing with French accents 
since being taken over by a French business- 
man, François Pinault, first decided not to go 
online and then changed its mind. Now it 
says that it plans to launch a site this spring, 
and Edward Dolman, its recently appointed 
chief executive, has confirmed thatit intends 
to concentrate on “the top end of the mar- 
ket”—meaning that it will eschew Valen- 
tine’s Day specials. Crucially, though, Chris- 
tie’s is differentiating itself by promising to 
authenticate all its site’s offerings itself. 

Collectively these sites are bringing big 
changes to the art world. Other markets have 
already shown that the Internet has the 
power to overtum the old order of things 
completely, and very rapidly. Sotheby’s has 
been at the heart of the art market for a very 
long time. Going, going. ..? 
— = tt —s 








Walker Evans 


Against nature 


NEW YORK 


bay ls NOT interested in nature. I find it 
beautiful, but I don’t find it material for 
the camera, not my camera,” said Walker Ev- 
ans, the American photographer who never 
shot a rose. Branded as the visual chronicler 
of the Depression and its gaunt silent vic- 
tims, Evans came to change for all time the 
way that pictures look. Few photographers 
since have remained unaffected by him. 

A retrospective exhibition of his work 
opens at New York's Metropolitan Museum 
of Arton February ist,and in March “Walker 
Evans and Company”, a tribute to Evans, his 
peers and his students, opens at the city’s 
Museum of Modern Art. New Yorkers have 
an unprecedented opportunity to see Ev- 
ans’s way of viewing things through what 
John Szarkowski, a former curator of pho- 
tography at moma, once described as “a 
sensibility that found poetry and complex- 
ity where most earlier travellers had found 
only drab statistics or fairy tales.” 

Bom in 1903 into a privileged mid-west- 
ern family, Evans fared poorly at the right 
schools and lasted only one year in college. 
His dream was to write like his heroes—Bau- 
delaire, the champion of modern life, and 
Flaubert, the naturalist. A year in Paris in 
1926 convinced him, however, that he lacked 
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Bhe talent. But a volume of Evans’s writings 
weublished by the Met (“Unclassified; a 
MNalker Evans Anthology”) shows how cen- 
literature remained to his work. When in 
is, for example, he translated and came to 
dmire André Gide and his extraordinary at- 
Mention to detail. 
A recent biography (“Walker Evans”, Ba- 
ic Books, $40, 1999) makes 
much of Walker's French 
-onnections, adding him to 
Bhe stream of French-influ- 
enced Americans who 
sparked off something of 
‘an American literary and 
artistic revival after brief so- 
sourns near the feet of Ger- 
krude Stein. Indeed the au- 
«hor of that biography, 
ames Mellow, was also the 
sauthor of “Charmed Circle: 
Gertrude Stein and Com- 
gpany” (1974) and “Heming- 
sway: A Life without Conse- 
squences” (1992). 

Evans, however, did 
not stay long in Paris before 
returning to New York where he worked as a 
proof-reader on Wall Street and began 
experimenting with a $6 camera. From the 
beginning, he was touched more by news 
photography than by any of the era’s photo- 
graphic artists, and he had a lifelong disdain 
for “artiness”. His lucky break came when 
Lincoln Kirstein, an influential art patron 
and founder of the New York City Ballet, dis- 
patched him to New England in 1931 to pho- 
tograph the region’s Victorian architecture. 
The young man’s eye for detail and for light 
on buildings stunned his 
patron. 

He did the same in Ha- 
vana in 1933, and a year 
later in New Orleans where 
another patron took him to 
document Greek revival 
buildings there. The 30- 
year-old’s view of the man- 
made landscape of street 
signs and layers of con- 
struction was one that he 
would refine for decades. 
The photographer Lee Frie- 
dlander observed that for 
80 years people had stood 
in front of the telephone 
pole to photograph down 
the street. Evans, however, 
stood behind it, so viewers could see the pole 
and its place in society. 

In 1936, another commission took Evans 
(then a photographer for the government's 
Farm Security Administration) and the 
writer James Agee to Alabama to report on 
the desperate poverty of sharecroppers for 
Fortune magazine. Fortune rejected their ar- 
ticle, but in 1938 MOMA gave Evans its first 
show devoted to a single photographer, a 
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show drawn in part from the Alabama trip. 
In 1941 the Agee/Evans collaboration was 
published as a book, “Let Us Now Praise 
Famous Men”, a book that ironically made 
both of them famous too. 

Europe’s influence on Evans is easily dis- 
cernible at the Met's exhibition. Women that 
he photographed in storefronts in New Or- 
leans and Havana stare out 
icily like Picasso’s “Demoi- 
selles d’Avignon”. And a 
glimpse of a rainy street in 
early morning has the 
shimmering quality of Eu- 
gène Atget, a French pho- 
tographer of the streets and 
trees of Paris who was one 
of Evans’s heroes. 

Evans’s influence in 
turn has spread far and 
wide. In the late 1930s he 
took to the New York sub- 
way (then feared as a loud 
grimy labyrinth, a necessity 
for the working masses) 
with a camera hidden be- 
neath his shirt. He shot his 
fellow passengers, taking the exposure with 
a shutter release hidden down his sleeve. At 
the time no site seemed farther from the tra- 
ditional photographer's studio. The light de- 
pended on chance; the pictures were taken 
in secret. But the style found its way into the 
work of a younger generation of photogra- 
phers adopted by the childless Evans—Rob- 
ert Frank, Lee Friedlander and Diane Arbus, 
whose own unposed pictures of lonely mar- 
ginal Americans are often seen as work that 
went beyond Evans. 

Modern German pho- 
tography would be hard to 
imagine without the prece- 
dentof Evans's stark frontal 
pictures of rural churches 
and banks. And Andy War- 
hol’s games with commer- 
cial logos and repeated im- 
ages came decades after 
Evans had led the way. Like 
Warhol, Evans was an ob- 
sessive collector of any- 
thing. He swam in trash, 
and he was composing pic- 
tures with it long before arte 
povera became a genre. 

Evans's reputation was 
revived in 1960 with the re- 
issue of “Let Us Now Praise 
Famous Men”. Hired to teach at the Yale 
School of Art, the ageing bohemian became 
a guru to a post-war generation creating its 
own counterculture. To them, Evans was a 
prophet who showed them the details and 
corners of America to explore. “Stare,” he told 
his students. “It is the way to educate your 
eye, and more. Stare, pry, listen, eavesdrop. 
Die knowing something.” 
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Courtiers and counsellors 


Ear today; ear 
tomorrow 


THE WORLD OF THE Favourite. Edited by 
J.H. Elliott and L.W.B Brockliss. Yale; 336 
pages; $45 and £35. 


THE PRINCELY Courts OF EUROPE: RITUAL 
POLITICS AND CULTURE UNDER THE AN- 
CIEN REGIME 1500-1750. Edited by John Ad- 
amson. Weidenfeld & Nicolson; 352 pages; 
$60 and £30 


OURTLY life and courtly politics have 

never ceased to fascinate those left out 
in the cold, their noses pressed against the 
window-panes of power. The desire to 
know what transpires behind high palace 
wails is exceeded only by the desire to be 
admitted inside. Envy feecs this endless 
fascination. So does sheer curiosity. But so, 
too, does the outsider’s practical need to 
know who, for the moment, wields power 
in the court and who, for the time being, 
has the king’s ear. 

This ancient fascination with courtly 
power has in no way been diminished by 
monarchy’s decline in modern times. On 
the contrary, modern presidents and prime 
ministers also have courts, manned and 
womanned by husbands, wives, mis- 
tresses, ministers, government officials and 
assorted individuals who go under the 
name of “aides”. 

Courtiers and counsellers have every- 
where and always been reviled. They offer 
ill advice. They substitute their own author- 
ity for the monarch’s. Not least, they deny 
access to the royal presence. The worst kind 
of courtier is the “minister-favourite”, the 
man who offers the sovereign intimate ad- 
vice while at the same time arrogating to 
himself a public role in governing the state. 
As Britain’s Peter Mandelson discovered at 
the end of 1998, the fall of such men is usu- 
ally greeted with rejoicing. 

The minister-favourite as a political 
type reached its apogee between 1550 and 
1675. Men like Cardinal Richelieu in France, 
the Earls of Essex and Leicester in England, 
and the Duke of Lerma in Spain were both 
private advice-givers and public adminis- 
trators. Relations between chem and their 
royal masters were relations of mutual de- 
pendence, with the minister-favourite often 
gaining the upper hand. 

The purpose of “The World of the Fa- 
vourite” is to explain why such men—all 
were men—simultaneously rose to promi- 
nence in so many European countries only 
then, 100 years later, to suddenly decline in 
power. The authors’ thesis :s that, whereas 
the “travelling, fighting, drinking and whor- 
ing” monarchs of the 16th century lacked 
time and energy to deal with the increasing 


103 


= 


MOREOVER 


demands of post-medieval state administra- 
tion, their 17th-century successors, more re- 
strained in their appetites and with far more 
expected of them, chose instead to settle 
down, determined to be rulers in fact and 
not only in name. 

Despite its somewhat saucy title, “The 
World of the Favourite” is a scholarly work, 
addressed mainly to professional historians. 
“The Princely Courts of Europe”, although 
just as scholarly in content, spans a longer 
time period, 1500-1750, and—with its fre- 
quently elegant prose and splendid colour il- 
lustrations—is clearly meant to appeal to a 
wider audience. 

It is also meant to, and triumphantly 
does, draw the reader into a remote and alien 
world of ceremony, honour, etiquette (“gov- 
eming every aspect of behaviour from the 
peeling of peaches to the precise form of 
greeting due to a marquess’s younger son”) 


Language 


and more than sporadic outbreaks of vio- 
lence. It was into this world that the minister- 
favourite—who was almost always a “new 
man’—intruded himself as an imminent 
threat to aristocratic power. 

Both of these books are works of history, 
and neither draws explicit parallels with 
court politics in the modern world. The par- 
allels are there to be drawn all the same. One 
contributor to “The World of the Favourite”, 
to take only a single example, notes that men 
close to the king often operated outside es- 
tablished institutional channels, diverting 
through themselves the normal flow of ac- 
cess and information to the king. Cabinet of- 
ficers in the Clinton administration will at 
once recognise the phenomenon. Court poli- 
tics invariably leads to personal animosities 
as well as to chaos and crossed wires. As 
these two excellent accounts remind us, it 
was ever thus. 
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And the word is God 


A HISTORY OF LANGUAGE. By Steven Roger Fischer. Reaktion Books; 240 pages; $29.95 and 


£19.95 


CCT ANGUAGE defines our lives,” de- 

clares Steven Roger Fischer at the end 
of this delightful and unexpectedly accessi- 
ble book. “It heralds our existence, it formu- 
lates our thoughts, it enables all we are and 
have.” No doubt a linguist is bound to talk 
up his subject a bit. But, after such a virtu- 
oso tour of the linguistic world, it is hard 
not to agree. 

Mr Fischer’s book begins with animal 
language: can animals “talk” in any mean- 
ingful sense? Fans of Dr Doolittle will be 
heartened to hear of Koko, a gorilla whose 
knowledge of more than 500 signs allows 
her a fair line in jokes. Her trainer told her 
that a new baby—a young male gorilla— 
was arriving. When Koko saw Michael, who 
weighed 50 pounds, she signed, “Wrong. 
Old”. She can describe a past incident and 
tell a lie, skills once thought to be exclu- 
sively human. 

Only humans, though, develop the 
physical capability to make the complex 
sounds of speech. Indeed, in a pair of chap- 
ters on the early development of language, 
Mr Fischer describes the two clues that lin- 
guists look for: physical attributes, 
such as the development of the lar- 
ynx which takes place in children 
at around a year old; and evi- 
dence of intricate social organisa- 
tion, which surely needed some 
shared grammar rather than brief 
sounds. 

For millennia, such clues are 
almost all that the linguistic his- 
torian has to go on. The sort of 
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“time travel” that other disciplines can en- 
joy is impossible until the birth of writing. 
But it is still possible to try to reconstruct 
“language families”, to see how early 
groups of languages evolved. 

The main direction of research recently 
has been to emphasise the multiplicity of 
early languages. There was no “Ur” lan- 
guage: no day when, as the Book of Genesis 
puts it, “the whole earth was of one lan- 
guage and of one speech.” Instead, lan- 
guages either bred new “daughter” lan- 
guages—Indo-European, earth’s “linguistic 
super-family” has more than 100 of 
them—or died out as more robust tongues 
advanced. Historically, observes Mr Fi- 
scher, it is languages that are replaced, not 


















Koko has a chat with a cat 
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people: the human genetic profile in Eusi 
rope has not altered significantly in ove 
50,000 years. 

It was their study of the origins of the 
written word that provided linguists with 
their surest view of the way that languages 
has evolved. Mr Fischer's own expertise lies 
in this area: he deciphered the rongorong¢ 
script of Easter Island, something that looks 
more like a design for children’s wallpapem 
than a way to convey information. He ex- 
plains how, despite the amazing durability, 
of the Egyptians’ “logographic” script (ifi 
survived almost unchanged for more thar 
36 centuries), alphabetic script has emerged 
as the only one used to write previously 
scriptless languages. It, in turn, became a 
success only when the Greeks had the 
clever idea of devising vowels to fill in the 
gaps between the consonants that had un- 
til then been adequate for recording Se- 
mitic tongues. 

Writing, Mr Fischer points out, has ex- 
traordinary power, greatest of all in mod- 
ern literate societies. A written language in- 
fluences its spoken version just as much as 
the other way around. But writing is also an 
imperfect way of capturing speech: not 
only may one letter stand for many sounds 
(the English a represents half a dozen) but it 
fails to capture stress (think of “attribute” or 
“desert’), pitch (“Yes?” or “Yes!”’) and tone. 
Certainly it does not capture the endless in- 
flections of “cool”, possibly imported into 
America by African slaves using the West 
African word kul to mean “excellent” and 
now, says Mr Fischer, the most widely bor- 
rowed adjective on earth. 

Looking to the future, Mr Fischer as- 
sumes that the pace of language extinction 
will accelerate, driven by electronic tech- 
nology. Within a generation, he says, the 
influence of Spanish (distributed through 
Chilean television) has begun to wipe out 
the local tongue of the Easter Islanders. 

Only Spanish, Mandarin Chinese and 
English—the world’s most widely spoken 
second language—have the sheer numbers 
of speakers to make it probable that they 
will survive for at least the next 300 years. 
“Smaller, rich societies (such as Japan, the 
German-speaking nations, France, Italy and 
others) might be able to retain their ton- 
gues as local vestiges for several hun- 
dred years more, for cultural rea- 
sons.” Certainly a single language 
for all humanity would bring huge 

economic benefits—and per- 
haps do more than anything 
else to unite the world’s quar- 
relling peoples. But the 
world will be a poorer 
place if Mr Fischer is 
proved right and the old 
Genesis myth of a single 
language for all finally 
comes true. 
oa 
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HEN Hedy Lamarr arrived 
in Hollywood she was seen 
as a rare and desirable acqui- 
sition: a genuine decadent, a 
temptress to send male pulses 
racing, and create envy in 
women’s hearts. Home-grown 
temptresses had been tried with 
only varying success. An Ameri- 
can houri is a contradiction. In the 
1920s Theda Bara (an anagram of 
Arab Death) had done her vamp- 
ish best to sully the minds of 
clean-living Americans, and had 
been much attacked from the 
pulpits of the mid-west, but her 
seductive powers had dimin- 
ished when it emerged that her 
real name was Goodman and she 
had been bom in Cincinnati. 
Miss Lamarr, though, was from 
deepest Europe, from Vienna. 
Not only was she disturbingly 
beautiful, but in a European film, 
“Ecstasy”, she had appeared in 
the nude. She was the real thing. 
Sadly, none of her American 
films turned out to be memorable. 
She was starred with many of the 
biggest names in the Hollywood 
repertory company, Clark Gable, 
Spencer Tracey, Victor Mature, 
John Garfield, and so on. All her 
films made money, some a lot. 
Women were sufficiently envious 
of her to copy her hairstyle, with 
itscentral parting. But male pulses 
remained normal. Men left the 
cinema no more discontented 
with their women than they pre- 
viously were. Hollywood was careless of her talent. Once she was 
put in a comedy, as a foil to Bob Hope, another time in a western. 
Yet, although her last forgettable film was made back in the 1950s, 
Hedy Lamarr’s name has retained a lingering association with the 
timeless idea of the femme fatale, a reason for writing about her. 
Sexual attraction was not just a matter of looks, Miss Lamarr 
said. “Any girl can be glamorous—all you have to do is stand still 
and look stupid.” You should have a brain as well as a body, she 
said. She was an admirer of Mata Hari, a spy in the first world war, 
who was both a seductress and a military expert. Louis B. Mayer, a 
Hollywood boss, was charmed by Miss Lamarr’s talk as well as her 
looks when he first met her in London. He got her to change her 
name from Hedy Kiesler, and gave her a seven-year contract to 
work for MGM. But on the way to Hollywood some of her allure 
was seemingly mislaid. 


Anew habitat 


Moving from her native environment was probably what went 
wrong for Miss Lamarr, as it can do for any animal. Even Marlene 
Dietrich, for all of her success in America, never repeated the sen- 
suality she brought to “The Blue Angel”, made in Germany in 1930. 
Greta Garbo retained the persona she had brought from Sweden, 
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Hedy Lamarr, a brain as well as a body, 
died on January 19th, aged 86 





but it was her air of mystery that 
made her so watchable, rather 
than her sexuality. Sex was Holly- 
wood’s main product, but the 
movie bosses decreed, confus- 
ingly, that it should be whole- | 
some. The film community might | 
live in a sink of waywardness, but 
none of that got on to the screen. 
In “White Cargo”, made in 1942, 
Miss Lamarr gamely said she set 
out to be “a memorable nympho- 
maniac”. But there was no sym- 
pathy for five-syllable words in 
MGM, and the sexiest thing about 
“White Cargo” was its title. 

She often thought of returning 
to her native Austria, but never 
did. In 1938 the Germans had 
taken over Austria and her father, 
a doctor, and her mother, a pia- 
nist, had left the country. “Ec- 
stasy”, made in 1932 when she 
was 18, remains the film she is 
most remembered by. Today it 
seems inoffensive, but it was con- 
demned by the pope and banned 
in a number of countries, includ- 
ing the United States. Miss La- 
marr’s fans have traced a number 
of earlier films she made in Berlin. 

Fritz Mandl, a Viennese arms 
maker who became the first of 
her six husbands, tried, fortu- 
nately without success, to buy up 
all copies of “Ecstasy”. He ob- 
jected to all the world seeing his 
wife running naked through a 
wood, swimming in a pool and 
seemingly enjoying making love. 
Miss Lamarr easily fell in love. Like Miss Dietrich she said, “I can’t 
help it.” Granting her a divorce from one of her husbands, the 
judge advised her that she should spend more than a month get- 
ting to know a future spouse. 

She was defensive about all her marriages, and her affairs, “1 
did what I did for love,” she said. “I’m a hell of a nice dame.” She 
sued a writer who, she said, had written about her in “an obscene, 
shocking, scandalous, naughty, wanton” way, but the case went 
against her. As a result of this and other litigation, the millions of 
dollars she had earned in Hollywood were dissipated as lawyers’ 
fees, and in later years she had little money. 

As it happens, Miss Lamarr might have made a second fortune 
out of an idea she developed with George Antheil, a composer she 
met in 1940 at a party in Hollywood. Applying their knowledge of 
musical harmony they devised a technology for military commu- 
nications. In 1942 they were granted an American patent for the in- 
vention. The army was not interested, the patent eventually ex- 
pired and the couple never profited. Today, though, a 
development of the invention, known as spread-spectrum tech- 
nology, is being used in a wide range of electronic products, in- 
cluding mobile phones. Engineers reckon the concept is, so to 
speak, just beautiful. 
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The Public Finance Group of HID is pleased to 
announce its Executive Programs in 2000. Five of these 
covering the topics of taxation, privatization, investment 
appraisal and public budgeting will be held at Harvard. 
Two programs specially designed for Sub-Saharan 
Africa on public budgeting and management of foreign 
aid will be held in Nairobi, Kenya. 


International Program on Privatization, Regulatory 
Reform and Corporate Governance 

June 26-July 14 

Focuses on theory and practical methods for reforming 
and privatizing state-owned enterprises in developing 
countries and transition economies, with an emphasis 
on corporate governance. 

Eytan Sheshinski, Director 

| Tel: 617-498-3482 Fax: 617-495-9786 

e-mail: pep@hiid. harvard.edu 


| Program on Fiscal Decentralization and Financial 
Management of Regional and Local Governments 
July 3-July 21 

Focuses on strategies of fiscal decentralization and 
| strengthening regional and local government financial 
management. 

Ray Kelly, Director 

Tel: 617-496-2431 Fax: 617-495-9786 

Email: pfd@hiid.harvard.edu 


Program on Tax Analysis and Revenue Forecasting 
June 19-July 21 

Focuses on analytical techniques to evaluate tax policy 
alternatives, estimation of the impacts of tax policy 
| changes, and forecasting tax revenues. 

G. P Shukla, Director 

Tel: 617-496-2431 Fax: 617-495-9786 

Email: tarf@htid, havard.edu 


Program on Investment Appraisal and Management 
May 23-June 23 ; 
Focuses on modern techniques for conducting financial: 
economic, environmental, and stakeholder analysis || 
of investment gine Includes Issues of project 
financing, 
investments. 
Glenn Jenkins, Director ` 
Tel: 617-495-0867 Fax: 617-495-9786 — 
e-mail: piamusr@hiid. harvard.edu 


risk analysis and risk: management of 


Program on Budgeting and Financial Management | 
in the Public Sector 

July 17-August 18° 

Reviews. techniques. for public budgeting and 
management of expenditures, the impact of budget 

processes and institutions on fiscal outcomes, and the 
linkages between the budget and the nal onal economy. 
S. Ramakrishnan, Director J 
Tel: 617-495-4324 Fax: 617-495-9786 

e-mail: budgetws@hiid. harvard.edu 


Budgeting and Financial Management in the 
Public Sector 

March 12-April 1, Nairobi, Kenya | 
Aimed at capacity building for participants fram Sub- | 
Saharan Africa, the program reviews several analytical 
techniques and process reforms: for improving public 
sector budgeting and expenditure management. 

S. Ramakrishnan, Director 

Tel: 617-495-4324 Fax: 617-495-9786 

e-mail: africawk@hiid.harvard.edu 


Management of Foreign Aid. 

May 7-May 27, Nairobi, Kenya 
Designed for public officials with responsibility. for 
planning and implementing. aid financed projects and 
programs, the workshop reviews the economic and 
institutional issues ini improving the management of 
foreign aid. 

5. Ramakrishnan, Director 

Tel: 617-495-4324 Fax: 617-498-9786 

e-mail: africawk@hiid.harvard.edu 


HID at Harvard University 
14 Story Street, Cambridge, MA 02138, USA 


www.hiid harvard. edu/training 
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“IMD was our springboard 
and it still maintains 
our momentum” 


Hans van der Veide 

President & CEO Visa Intemational EU 
Alumnus of 

Seminar for Senior Executives, 1991 

(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 


















Matti Alahuhta 

President Nokia Mobile Phones 
Alumnus of 

Managing Corporate Resources, 1989 
Orchestrating Winning Performance, 1995 


Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile 
Phones have a lot in common. They both have international careers that benefited from attending a senior general 
management program at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 


Both these top executives are convinced about the high return on the investments they have made in executive education. 
if you want to capitalize on your leadership potential and give your company a leading edge you should carefully consider 
attending one of IMD’s senior executive development programs, some of which are shown below. 


International Program Senior Executive Breakthrough Program 
for Board Members Forum for Senior Executives 
Boards in Transition Acquisitions and alliances; managing after the deal is Corporate growth and personal effectiveness 
3-day forum for new and experienced members done 3-day forum for very senior managers 2-week general management program for 
of main boards. Examines the growing pressures who want to make their mergers, acquisitions intemational managers at executive committee, 
to change the functioning of boards, their role, and alliances succeed. group or divisional level who aim to lift the 
operation and composition. Starting date: February 23, 2000 business to new levels of value creation. 
Starting date: May 3, 2000 Starting dates: June 5 or October 9, 2000 
Orchestrating Winning Performance Managing Corporate Resources 
Global business forum for the 3rd millennium Driving business unit success and shaping corporate futures 
6-day theme-based program for individual 3-w2ek general management program, incorporating 
managers and teams. Offers personal selections ji company projects, for experienced executives who 
of subjects from multiple electives. - formulate or implement business unit strategy. 
Starting date: June 28, 2000 Starting dates: May 8 or October 30, 2000 


INTRENATIONAL 


Real World. Real Learning’ 


Please contact Ms. E.C. Pebody at the International Institute for Management Development, Lausanne, Switzerland. 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Website: http://www.imd.ch 
Ms. Pebody would also be pleased to inform you about IMD's Executive MBA program. 
For information about our full-time MBA program, contact 
Tel: +41 21/618 0298 Fax: +41 21/618 06 15 E-mail: mbainfo@imd.ch 


ihe MAGIC perd 
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MSc Trade, Transport & Finance 
MSc Shipping, Trade & Finance 


If you bring the talent we will provide the knowledge and 
skills for a successful international business career in areas such 
as banking, finance, transport, international trade, or 
stockbroking. We have over 900 graduates from 75 countries 
who enjoy international careers. 


But success is not easy. Our 14 month full-time courses are 
intensive and demanding, taught by our own academic staff 
many with international reputations, and also by high calibre 
practitioners from the City of London 


cii TY 


City University Business School 
London 


The 
Cranfie 
MBA 


= g unique 
experience 
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Call us for more information on: 


+44 (0)207 477 8606 


E-mail: stf@city.ac.uk 
http://www.city.ac.uk/cubs/stf 


Our next Information Sessions: 
4th Feb 2000 
3rd March 2000 


The University for business and the professions 


Cranfield 


UNIVERSITY 





School of Management 


The Cranfield MBA will provide a unique experience - 
more than just a qualification, it can change your life. 
A first class programme with an emphasis on personal 
mature 


development; highly motivated, participants; 


taught by a dedicated and respected faculty with 
international business experience; in a stimulating and 
supportive learning environment; first choice for many 


top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


Maureen Williams, Cranfield School of Management, 
Cranfield, Bedford, England MK43 OAL 

Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 
Email: m.williams@cranfield.ac.uk 


http://www.cranfield.ac.uk/som 


Cranteld University is an exempt charity offering a centre of excellence for reses 





The Oxford Advanced 
Management Programme 


18 June — 15 July | 1-28 October 2000 


Presents a global overview of the business enterprise and its strategic challenges. This 
programme at Templeton provides a unique opportunity to stand back and pursue your own 
learning agenda, assisted by a world class team of individual tutors and in the company of 
some of the most international and high calibre senior executives. 


Name 
Please send details of: 
The Oxford Advanced Management Programme Address 


Return to: 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0x1 5NY, England Tel 


Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk Email 


Fax 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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SHUT THE DOOR FOR ONE YEAR 
AND OPEN UP YOUR FUTURE. 


* It won’t be an easy twelve months. But it 
will give you an in-depth understanding of 
business and finance. 


° International Finance and Industry Analysis 
and Marketing are two key specializations 
you'll need to face the challenges of 
globalization. And there’s no better place to 
acquire them than Milan’s SDA Bocconi 
School of Management, accredited by EQUIS. 


e Our Master of International Economics 
and Management is the only one to offer 
both curricula, along with core courses 
in quantitative methods, economics, 





international Finance 


Industry Analysis and 


Marketing 





business administration, law and politics. 
Our three-month worldwide internship 
programme will give you the chance to apply 
what you've learned to real business situations. 


* You'll also learn to analyse and assess the 
political and econemic prospects of major 
countries and regions, and understand 
changes in the global economy. And, after a 
year’s hard labour, there won't be many 
people better equipped than you for the 
international business and finance market. 


* Download the SDA Bocconi MIEM 
brochure and application form today from 





our website: www.sda.uni-bocconiit/miem 
E-mail: MIEM @sda.uni-bocconiit 


* The next MIEM information sessions will 
be held in the following cities: 

Sydney, 23 February 2000 
Melbourne, 24 February 2000 
Stockholm, 7 March 2000 
Oslo, 8 March 2000 
Lugano, 23 March 2000 


Find out more about location at: 
www.sda.uni-bocconi.it/md/Ining html 


Fal SDA BOCCONI 
Bnd Bocconi University Scaool of Management 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy - Tel. ++39-025836.6605/6606 Fax +4+39-025836,3275 
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Harvard University 
John. F. Kennedy School of Government 


in Conflict Management: Planning 


{for civil-mit itary Cooperation 


Presented jointly with the National Security Program and the 
Conflict Management Group, and is for mid-to-upper level U.S. 
and international participants from the government, military and 
private sectors, Prospective applicants are typically involved in 
intervention at all stages of conflict and reconstruction. 

April 30-May 7, 2000 


Leadership for the 21st Century 

Senior executives from the public, private, and non-profit sectors 
investigate ways to exercise leadership effectively in the face of 
the toughest challenges. May 7-12, 2000 


Environmental Economics: A Course for the Non-Economist 
Leads public and private sector officials toward a greater 
understanding of economic aspects of environmental problems 

and policies. May 15-21, 2000 


Leadership Development Program 

Practitioners of leadership education learn about new skills, 
techniques and concepts for teaching and training on leadership. 
May 15-26, 2000 


Strategic Public Sector Negotiation 

For senior level executives in government and their international 
equivalents, and senior executives in private and non-profit organi- 
zations with heavy government interface. Negotiating successful 
formal agreements and productive informal understandings. 

May 22-26, 2000 


Kennedy School-HIID Program for Leaders in Development 
For senior leaders from developing, newly industrialized and 
transitional countries. Focuses on the problem-solving, analytic, and 
strategic skills needed to implement major political and economic 
transitions and institutional change. June 12-23, 2000 


Infrastructure in a Market Economy 

Designed for senior public and private sector officials from both 
industrialized and newly industrialized countries. Focuses on effec- 
tive policies for implementing and regulating the private provision 
of infrastructure. July 9~21, 2000 


Senior Managers in Government 

For senior executives in the federal government and their private 
sector and international counterparts. Focuses on management 
of change, policy analysis, negotiation, leadership, strategy, and 
organizational management. July 30-August 18, 2000 


HARVARD 


PROGRAMS ON. LEADERSHIP FOR SENIOR EXECUTIVES 
Two-day programs for senior executives in the public, private, and 
nonprofit sectors. 


Managing People for Maximum Performance 

Bringing out the best in the individual and the organization. 
March 27-28, 2000; July. 17-18, 2000; October 16-17, 
2000; November 13-14, 2000; December 4-5, 2000 


Promoting Innovation and Creativity 

Breakthrough strategies for new products, processes and solutions. 
March 29-30, 2000; July 19-20, 2000; 

October 18-19, 2000; December 6-7, 2000 


Effective Decision Making ` 

Making wise choices in the face of risk and uncertainty, ; 
April 3-4, 2000; July 24-25, 2000; October 23-24, 2000; 
December 11-12, 2000 : 


Strategies for Enhancing Executive Influence 
Communicating persuasively inside and outside the organization. 
April 5-6, 2000; July 26-27, 2000; October 25-26, 2000; 
December 13-14, 2000 


COURSES OFFERED ONLY IN WASHINGTON, D.C. 
Two-day programs for senior executives in the public, nonprofit, 
and private sectors. 


Essentials of Decision Making 
How to avoid biases and achieve better outcomes. 
June 19-20, 2000 


Strategies of Persuasion 
Provides a systematic approach for influencing others. 
June 21-22, 2000 


For Further Information and Applications: 
Enrollment Services 

Kennedy School of Government 

Harvard University 

79 JFK Street 

Cambridge, MA 02138 

Phone: 617-496-0484, ext.115 

Fax: 617-495-3090, 

E-mail: KSG_Execkd@harvard.edu 
http://www.ksg horvard.edu 


UNIVERSITY 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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tute for International 
“Development 


PROGRAM ON CLIMATE CHANGE AND 


DEVELOPMENT 

June 12 -June 23, 2000, Cambridge, MA 
This exciting program is a two-week, intensive training in the key issues of 
global climate change and its implications for economic development. Intended 
for climate change diplomats, policymakers, executives and NGO leaders, the 
program offers a sophisticated overview and exploration of climate change and 
its relationship to economic development through lectures, panel debates and 
group discussions. 
Lecture topics and interactive cases include: 


Carbon sequestration Negotiations and conflict resolution 


Economics of climate change Finance and aid to developed countries 


Developing-country perspectives Joint implementation 


International law and conventions Monitoring and enforcement 


Abatement and adaptation Clean development mechanism 


Emissions trading and other 
instruments 
Qualifications: University degree in natural, social or engineering sciences; 
Proficiency in the English language & involvement or keen interest in climate 
change research or policy. 
Program Cost: $6,000 (includes tuition, housing, course materials, health & 
accident insurance and scheduled social and recreational activities). 
Admissions highly competitive. Application deadline: March 29, 2000 
For a brochure or further information, contact: 
Theodore Panayotou, Program Director 
Harvard Institute for International Development 
14 Story Street, Cambridge, MA 02138 U.S.A. 
Phone: 617-495-5999, Fax: 617-496-8040 
Email: climate@hiid harvard.edu 
Visit our website at: hip://www.hiid harvard edwtraining 


Graduate Studies 
in Economics 


SOAS, University of London, offers masters and research 
programmes in economics with a special emphasis on both 
global and regional economic development. 


On-site programmes include: 
MSc in Development Economics 
Mac in Economics with reference to Africa 
MSc in Economics with reference to South Asia 
MSc in Economics with reference to the Middle East 
MSc in Economics with reference to the AsiaPacific region 
MSc Political Economy of Development 
Postgraduate Diploma course: a nine-month conversion 
course for those with good non-Economics first degrees, 
from which successful students can proceed to an 
MSc degree 
The department algo has a growing number of MPhil/PHD 
students; research specialisms include emerging markets: Office 
foreign trade; political economy of development; money, SOAS 


banking and finance and environmental economics Besvecetty af London 
Thombhaugh Street 


Distance learning programmes include a Diploma in economic Russell Square 
principles and MSe degrees in financial economies and London WOLH OXG 
development finance Telephone: 


New for 2000: MSc in Finance and Development OOE: (0171.898 2038 


Further details from: 


Student Recruitment 


Emal: 


SOAS Department of Economies tops The Guardian's study@aoay.acak 


UK academie teaching-quatity rankings for economics 


in : $ Wal 
(The Guardian, 9 November 1999) i 


itti W088, ACAR 
Graduate Open Evening Thursday 3 February 5.00pm-Spm 
The Brunei Gallery, SOAS, Russell Square, London WCLH OXG 


Helping statents to 
improve thelr futures 
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A NIMBAS-Bradford 
MBA degree is a powerful 
boost for your business career 


NIMBAS, the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


» ONE-YEAR FULL-TIME MBA «s 


In Utrecht, the Netherlands 


» TWO-YEAR PART-TIME MBA «4 


In Utrecht, The Netherlands and in Bonn, Mainz and Berlin, Germany 


» TWO-YEAR EXECUTIVE MBA «4 


Seven 9-day sessions (Saturday/Sunday/one working 
week/Saturday/Sunday} two sessions in the Netherlands, 
two in the UK, two in Germany and one in France 


NIMBAS is AMBA (London) accredited: 


NIMBA 


M 


Telephone; +31 (0)30 J5 Fax I (0)30 236 73 


E-mail: NIMBAS@compusert NIMBAS.com 


The LSE Summer School 2000 
3 July - 11 August 


Intensive, high level short courses taught by members of 
the LSE's academic staff. Courses use structured teaching 
methods and are certificated to LSE standards. 


This years programme offers 43 courses in the following 
academic subjects: 


M Accounting & Finance 
E Economics 











E English for Business 
WE European Institute 





E International Relations 
E Management 


For details contact: 
The Summer School Office, Room N1, Houghton Sti, Landon WC2A 2AE 


Tel: +44 (0)20 7955 7554 Email: Ess@lse.ac.uk 
‘httpi//www,|se.ac.uk/summer-schools 
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Leadership for ip for ‘Global 
Business Development — 


FISHER GRADUATE SCHOOL 
OF INTERNATIONAL BUSINE 








B Learn diverse national bt 


E Develop company: 
business plans 


@ Enhance language and 
E Experience personalized education and 
applied research in an international setting 


Meer ree Wono in Monterey 
Where Lancuace ts a Broce wor A Barrier 


Tel: 831-647-6586 © Fax: 831-647-6506 
www.miis.edu * ntrevino@miis.edu 
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Laurence Kotlikoff and 
Jeffrey Sachs 


| Harvard University WORLD 
Harvard institute for BANK 
International Develcpment INSTITUTE 


Robert Holzmann and 
Neeta Sirur 


Workshop on Pension Systems in Crisis: 
Challenges and Options for Reform 
June 19-30, 2000, at Harvard University, Cambridge, Mass. 


This two-week intensive training program covers reform of public pen- 
sion systems, including alternative strategies for their privatization. 
Speakers include: 

Gonzalo Sanchez de Lozada, former President of Bolivia 

Nick Barr, London Sch. of Economics 

Zvi Bodie, Boston University 

Kwesi Botchwey, Harvard University 

John Campbell, Harvard University 

Robert Fogel, Nobel laureate, Univ, of Chicago 

Marshall Goldman, Harvard. University 

Robert Holzmann, The World Bank 

Estelle James, The World Bank 

Laurence Kotlikoff, Boston University 

Olivia Mitchell, Univ. of Pennsylvania 

Franco Modigliani, Nobel laureate, M./.T- 

Jeffrey Sachs, Harvard University 

Dimitri Vittas, The World Bank 

David Wise, Harvard University 


Topics include: 

* Privatizing v. Restructuring Pensions + Financial Market Preconditions 

* Pension Systems & Economic Growth * Pension Asset Management 

* Collection & Payment Systems & Oversight 

* Bolivia, Croatia, Ghana, Hungary, Kazakhstan, Poland & other case studies 
ce EE ge 


for applications or information, contact: tel: 617-496-6243 

Workshop on Pension Systems in Crisis fax: 617-495-0527 

Harvard Institute for International Development | socsec @hiid.harvard.edu 

14 Story Street, Cambridge, MA 02138, USA www.hiid.harvard.edu/training 


1e Maastricht School of 
Mana, pd (MSM) has 
restructured its S phates lo 
better prepare its 

graduates pe the pallon es 
of the 21st century. 


Globalisation Issues I 
Leadership Skills W 
Entrepreneurship W 

Cross Cultural Management Wi 
Teamwork W 
Change Management W 


MBA Programme 

Full-time - 12 months 

W Accounting & Finance 

M E-Business 

W Globalisation 

B Hotel Management & Tourism 
E Corporate Strategy and 
Esonomic Policy 

W Management of Government 


Executive MBA 

Programme 

Part-time - 24 months 

E General and Strategic 
Management 

@ Aviation Management 

@ Decision Support Systems 

WE Hotel Management & Tourism 


Language of instruction: English 


For more information 
please contact: 
Maastricht School of 
Management (MSM) 
Department MBA 

PO. Box 1203 

6201 BE Maastricht 

The Netherlands 
Tel.: +3143 3618318 
Fax  : +3143 3618330 
email : mba@msm.al 
Internet: wow.msm.nl 


MSM 


Maastricht School of Management 
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COURSES _ 


2000 ENVIRONMENTAL 
POLICY ANALYS 
June 12 - July Z 8000, Cambridge, MA 
J A four-week, intensive training for mid-career professionals in the public, private, 


4 and NGO sectors. The workshop is designed to convey qualitative and quantitative | 


4 skills that are necessary for analyzing, from an economic perspective, environmental 


J aspects of policies, projects, and business decisions. Workshop activities include 


1 lectures, group discussions, and individual projects. 


| featuring two tracks: 
« Analytical Methods ¢ Policy Analysis 


§ lecture topics and interactive cases inchide: 
« Environmental Valuation Methods Causes of Environmental Degradatian 
Natural Resource Economics Environmental Accounting 
« Environmental Evaluation Methods Sustainable Develooment 
Regulatory & Market-Based Macro & Global Environmental Issues 
instruments 


1 Qualifications 
4 University degree in economics, environmental studies, or related fields; English 
i proficiency & computer competency. 
1 Program Cost 
$9,500 includes tuition, housing, course materials, and computer access. Travel, 
{ meals, incidental expenses are not included, 
| Aatnissions highly competitive. Applicaton deadline; May 92, 2000 
For a brochure or further information, contact: 
Dr. Theodore Panayotou, Program Director 
Harvard Institute for International Development 
14 Story Street, Cambricige, MA 02138 U.S.A. 
Phone: 617-495-5999 Fax: 617-496-8040 
Email: eepa@hiid harvarc.edu 


* ©. > 


Visit our website at: htta.jwww. hid harvarc eouufraining 
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Leadership for 
Environment 
And 
Development 












LEAD is a challenging and unique international training 
program that prepares and supports committed professionals 
who wish to manage, practice and contribute to sustainable 
development at all levels of society. 

TRAINING & SKILLS DEVELOPMENT 

The curriculum combines knowledge of the most current 
environment and development issues with skills in conflict 
management and negotiation, public presentation and team 
building in a multicultural learning context. Our two year 
Associate training program is undertaken while you are 
employed; LEAD normally recruits from academia, 
business, government, media and NGOs. 

CALL FOR APPLICATIONS 

Outstanding individuals from multi-disciplinary backgrounds 
are invited to submit applications for LEADS ninth class of 
program participants, Programs are offered in 13 LEAD 
Member Program regions around the world. 











Eligible to apply are individuals between the ages of 28 and 
40 who are residents of: Brazil, Canada, China, the Common- 
wealth of Independent States, the European Region, 
Francophone Africa, India, Indonesia, Japan, Mexico, Nigeria, 
Pakistan, Southern Africa: (Malawi, Mozambigue, South 
Africa, Tanzania, Zambia and Zimbabwe), 

Deadline for applications is 1 April, 2000. 

FOR FURTHER INFORMATION: 

LEAD International, Inc, 

(Leadership for Environment and Development) 

700 Broadway, 3rd Floor 

New York, New York 10003 USA 
apply@lead.org http://www. lead.org 



















The University of Reading 


THE BUSINESS SCHOOL 
Sila FOR FINANCIAL MARKETS 


Innovative programmes for those seeking 
careers in the global financial markets: 


MSc International Securities, 
Investment and Banking 


Risk Management, 
Operations and Regulation 


MSc Financial Engineering 
and Quantitative Analysis 


ISMA Centre graduates have been successfully 
placed with Goldman Sachs, CIBC Weed Gundy, 
Barclays Capital Chase Manhattan and many more. 


The University of Reading, ISMA Centre, 


Whiteknights, PO Box 242, Reading RGS 6BA, UK 
Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 
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WHICH UNIVERSITY 
IS THE BEST FOR ME? 








Honoluli, HI 96813 
Tel: (808) 599-5537 Fas: (808) 599-2869. 


Web: hitpijwwwunw edu 
University of Nortnean WASHINGT 

















As markets across the planet are bound together by 
movements of capital, technology and ideas, the problems 
of policy-making and strategic planning in the public and 
private sectors become ever more complex. In an 
increasingly accelerated world where some nations are 
uniting and others falling apart and economic events in 
one country may affect millions around the globe, the need 
for clear analysis and informed leadership is acute. 


MSc in Globa 


The LSE is now ; accepting applications for two MSc 
programmes designed to prepare the public and private 
sector leaders of tomorrow for an international economy at 
once brimming with opportunity and fraught with risk. 


SMALL AND INTENSIVE. These are intellectually elite 
programmes designed to function with small numbers of 
dedicated and enthusiastic students. Each degree admits 
20 students per year from across the globe. 


RIGOROUS. Structured around a core of graduate 
economics, the programmes train students with good 
mathematical aptitude to a high theoretical and 
methodological standard. 


INTERDISCIPLINARY. Because the challenges our 
graduates will face transcend economics, the 
programmes integrate the core training with optional 
courses from related disciplines, all at the MSc level. 


REAL-WORLD RELEVANCE. Our approach is 
crystallized in Current Economic issues, a course which 
brings the world's decision-makers face-to-face with the 
leading lights of academia and our students in a series of 
problem-oriented seminars, focused on the most pressing 
policy issues of the day. 


Classes begin in September, 2000. 
Applications are due March 1, 2000. 


Detailed information is available at http://cep.ise.ac.uk/ 
and http://www.ise.ac.uk. Application forms can be 
downloaded at http://www.\se.ac.uk/graduate/ or may be 
obtained by writing to: 

Graduate Admissions Office 

London School of Economics 

PO Box No.13420 

Houghton Street 

London WC2A 2AR 

Tel: +44 (0) 20 7955 7160 

Fax: +44 (0} 20 7955 6137 

E-mail: graduate-school@lse.ac.uk 


The London School of Economics and Political Science is committed to 
equal opportunities and excellence in teaching and research 
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THE UNIVERSITY 
OF BIRMINGHAM 


THE BIRMINGHAM BUSINESS SCHOOL 
MBA IN INTERNATIONAL 
BANKING & FINANCE 


Speciali isms offered in 
investments, Banking and Corporate Finance 
For details li-time programmes contact: 
Rachel Betts, The Birmingham Business School, Priorsfield, 
Edgbaston, Birmingham B15 2RU. Telephone +44 (0)121 414 6239, 
fax +44 (0)121 414 3358 (www .bham.ac.uk/business). 


Institute of Social Studies 


| Ñ, The Netherlands 


MA PROGRAMME in DEVELOPMENT STUDIES 
2000/2001 


The Institute of Social Studies (ISS) .is a graduate school, founded in 1952, 
specializing in international policy-oriented social science teaching, 
interdisciplinary research and advisory work in the field of development 
studies. The Institute offers extensive opportunities for studies at 
postgraduate diploma, Master’s and doctoral level. All courses are taught 
in English by an international academic staff. ISS degrees are 
internationally recognized and incorporated in the Netherlands Higher 
Education and Research Act. 


The ISS MA programme has a duration of 15.5 months, starting again in 
September 2000. The tuition fee is NLG 13, 000; À esata is 
available for most students in the ISS ho : 


The programme offers ma:ors in the foll 


e Agricultural and Rural Development 

« Economics of Development 

« Employment and Labour Studies 

e Local and Regional Development 

+ Politics of Alternative Development Strategie 
e Population and Development | 

« Public Policy and Administration, 

e Women and Development 


ISS AON ppticiniong befo: 


For apoličaiión for ms and iiféimationon- the’ MA Progr mme or other [SS 
programmes, please contact: Institute of Social Studies, Student Office, 
P.O. Box 29776, 2502 LT The Hague, The Netherlands. 

Tel +31 70 4260517, Fax +31 70 4260755, E-mail: studeat.office @iss.nl, 
Home Page: http:/Avww.iss.nl. 












COURSES _ 


WASHINGTON INTERNATIONAL UNIVERSITY [ jammmmme 
p “I earned my American degree in MBA in Br u ssels 


SOLVAY BUSINESS SCHOOL 


just one year...at home: 
Université Libre de Bruxelles 










& 1) You study-ar home - no classroom attendance 2) Earn your Bachelor, 
~ "Master, PAD. in ene year, 3) Enrollmencopen now in Business 
(6 MBA fields of study), - Engineering - Diplomagy - Counseling - Computer Systems - and 
more. 4) Onc-on-dne Geulty advisors 5) Graduates in 112 countries and 36 stares in the USA. 
To request your catalog and application: 
P.O. Box 1138 Bryn Mawr, PA 19010-USA 
FAX: 610.527.1008. e-mail: admissions@washint.edu 













* 1 year intensive MBA in English 
* International faculty & student body. 
* Specialisation in European Management 












E-mail:mba@ ulb.ac.be 
http://www.ulb.ac.be/seco/solvay/mba 





eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 


in Information Technology, MS in Information Management, or MBA-- i i 
without ‘going back to school’. That means no time out from your career, | THE CENTER FOR WORLD BANKING AND FINANCE 


Log on and you're there. Network as you learn. interact with respected AT THE ECONOMICS INSTITUTE IN BOULDER, COLORADO 
technology leaders and fellow professionals from around the globe. 
























THE 12TH ANNUAL 
MONETARY POLICY AND BANK MANAGEMENT PROGRAM 
Session 1: May 8-May 26, 2000 Session 2: May 29-June 16, 2000 


Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333,4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 










THE 6TH ANNUAL 
MICROFINANCE TRAINING PROGRAM 
Session 1: June 26-July 14, 2000 Session 2: July 17-Aug. 4, 2000 









www. isimu.edu 
Deriver, Colorado 


Accredited Member DETC 


















isim university 


Become tomorrow's eStrategist 












THE UNIVERSITY 
OF BIRMINGHAM 


SCHOOL OF SOCIAL SCIENCES 
DEPARTMENT OF ECONOMICS 


POSTS IN ECONOMICS OR ECONOMETRICS 
| PROFESSOR 


| Senior Lecturer 
(£31,563 - £35,670) Ref: C30473/00 





Senior Research Fellow, for 3 years 
(£28,478 - £35,670) Bef: C30472/00 


Lecturer in Economies 
(£17,238 - £22,579) Ref: C30470/00 


Lecturer in International Economics, for 2 years 
(£17,238 - £22,579) Ref: C30471/00 


Required from September 2000 or earlier where possible. For the Chair, the Senior Research Fellow and the Senior Lecturer posts, 
applications are welcome from specialists in any area of econometrics er economics with an outstanding research record. For the 
Lecturer in Economics, mathematical economists are particularly encouraged to apply. Successful applicants for ail posts. will need 
to demonstrate a successful research record and plans for future research and publications. 


Details on the Professorship are available from Mrs W Sharpe, Secretary to the Director of Personnel Services, tel: 0121 414 6478, 
fax: 0121 414.7043, (e-mail: w.j: sharpe@bham.ac.uk). Closing date for applications:18 February 2000. 


Application forms for all non-professorial vacancies {returnable by 18 February 2000) and details from Personnel Services, 
The University of Birmingham, Edgbaston, Birmingham B15 2TT, tel: 0121 414 6481, web: (http//www.bham.ac.uk/personnel/}. Please quote 
appropriate reference, 


| Working towards equal opportunities. 
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ENGLISH 
in ENGLAND, in JAPAN, in BELGIUM 
GERMAN 
in BELGIUM 


COURSES FOR 


n m m o n 
FRENCH ; SPANISH 
an 
DUTCH 


66 HOURS PER WEEK 


MOTIVATED PEOPLE 


* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
JUNIORS from H to 18 years 
H in BELGIUM 
- ENGLISH in ENGLAND, 
; in BELGIUM 





APPOINTMENTS 


PROJECT MANAGEMENT OPPORTUNITIES 


K&M Engineering and Consulting Corporation headquartered in Washington, 
D.C., USA has an opportunity for an experienced project manager in the water 
sector. K&M, an internationally recognized firm operates worldwide, principally in 
emerging markets, serving as advisors to governments and: utilities in the 
privatization of major public-service infrastructures, Our current opening is for 
Spanish speaking professional with a range of water sector experience spanning 
technical, economic, financial and legal issues as it relates to private sector 
participation in local water authorities. The assignment may require significant 
travel to Colombia, South America leading a team of various experts and 


IN THE TARGET LA 
* ADULTS from 19 years Study: 


up to 45 private and/or group lessons 
and pedagogical activities 


Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


A MAXIMUM OF PROGRE 


CERAN LINGUA 


International information 
and reservations: 


Tel: + 32- 87-79-11.22 
i Fax: + 32-87-79 14-88 
Since 1975 E-mail: 


z st ` 6 mer @ceran be 
in USA: Languagency Customer @ ceran-be 


1 (418) 584-0334 


Internets oo 
(413) 384.3046. http//www.ccran.com 


The World Resources Institute seeks- bilingual (English-Portuguese/Spanish), J 
Senior Associate/Director for its New Ventures (NV) project related: 
Latin American entrepreneurship activities. NV is a non-profit business advisory 
service that supports the creation and financing of sustainable SMEs in Latin 
America. 

Ideal candidate will have a minimum of 7 years business experience, preferably in. 
Latin American investments, VC, or finance, management experience and the 
ability to raise funds, Commitment to environmentally-sound business is essential. 
Experience/interest in Latin America/renewable. energy/sustainable investment 
preferred. i 
EOE 


working alongside counterpart personnel from the water utilities. Please mail 


i For more information see www.wri.org/joblist 
your current resume and salary history to: 


Send cover letter and resume/ev tor 
WRI-'V. Barreiro, 10-G Street, Suite 800 
Washington, DC 20002 
Fax: 202/729-7637 Email virginia@wriorg 


Regina Guerin, K&M Engineering and Consulting Corporation, 2001 L Street, 
NW, Suite 500, Washington, DC 20036, or e-mail; rguerin@mailer.kmec.com 


DIREKTION FUR ENTWICKLUNG UND ZUSAMMENARBEIT DEZA 
DIRECTION DU DEVELOPPEMENT ET DE LA COOPERATION DDC 
DIREZIONE DELLO SVILUPPO È DELLA COOPERAZIONE DSC 

SWISS AGENCY FOR DEVELOPMENT AND COOPERATION SOC 
AGENCIA SUIZA PARA EL DESARROLLO Y LA COOPERACION COSUDE 


The Swiss Agency for Development and Cooperation (SDC) is charged with the conception and execution of development 
cooperation, humanitarian aid and disaster relief as well as cooperation with Eastern Europe: and the Commonwealth of 
Independent States (CIS), with the overall framework of Swiss foreign policy. 


For the Health Team of the SDC Coordination Office ar Dar es Salaam we seek a 


Health Advisor 


You advise the Coordination Office in the planning, preparation, implementation, and the monitoring of the SDC health 
program and projects in Tanzania. (This includes drafting of credit proposals and project agreements, support to: project 
managers ‘collaborators, project monitoring and related reporting, control of the efficient use of financial resources according 
to projects goals, objectives and agreements, preparation and support to project appraisals and evaluations). 
Under the responsibility and mandate of the Coordination Office, you establish and maintain links with the relevant ministries, 
public and private organisations, other donors agencies, supporting agencies and projects beneficiaries. 
In the context of the Tanzanian Health Sector Reform, you participate in relevant public/private task forces and join 
donors/government-working groups, 
Requirements: You have a masters degrees related to health or public services, with focus on finance and management. 
Experience in health related work, preferably in Africa, and in the decentralisation of public services, is an asset. You are a 
professionally competent personality committed to improving the health sector in Tanzania. Fluently in written and spoken 
English. 
Beginning February 2000. Duration: 2-vear contract renewable. 
Application to SDC, Personnel section, Walter Portillo, Ref. POW 317.2, CH-3003 Bern. 
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The Int tional Uni it : in Germany UG} seeks to fill the p asition of an “| The United Methodist Commitiee oh Relief (UMCOR) has implemesied- relief and development 


programs since 1945 in anore than 80 countries worldwide: We are a aongovernmental organization 
è e ` i cavrently seeking candidates for the following positions: Subniil cover leter, restime aiid salary history to 
Endowed Chair of Information Technology 
in Supply Chain Management | 
| 
| 
| 
| 


Finance Director, Gi ja 
Supervise all local accounting staff, program budget development; foresast cash flows; maintain general 
ledger, ensure compliance with GAAP and donor requirements; prepare regular monthly: financial reports, - 
oversee procurement and donations. Requires Bachelors and three years experience in finance; 
i walerstanding of US Federal compliance issues. Desire MBA, CPA or equivalent, Monetization 
experience, Russian or Georgian language. Cade GEO/FD. 


UMCOR, 100 Maryland Ave., N.E., - Suite 410, Washington, D.C., email respenceri@icompuserve.com or 
This chair is supported by the “Dieter-Schwarz-Foundation”. 


fax to (202) 544-4118 by February 15, 2000. Please no phorie-calls, 

The purpose of the chair is to explore the full potential of [T-based technologies, 
in particular the Internet, for optimizing supply chain management both within and | 
across companies and organizations. The chair is affiliated with both the Business | ; 
School and the School of IT at IUG. i 

| 

i 

| 

{ 


Oversee the implementation of multi-donor funded. community based technical assistance services to 
in teaching, the holder of the chair is expected to contribute to the graduate as inäividnal farmers, groups, and local organizations; implementation. of community: based agriculture 
well as the undergraduate programs of IUG. 


credit and loan programs; and develop future programs/proposals, Requires; Bachelors and two years in 
agricultural development; knowledge of USDA programming. and implementation; English fluency. 
In research, the potential of collaboration with the research groups in the two Dissire Russian or Georgian language and previous Monetization experience, Code GEQ/APD, 
schools should be exploited. In addition, the chair holder is expected to help in | Enterprise Dev ent Director, Geergia 


| 
| 

setting upa Competence Center for Innovative Business Models. | SED Director will oversee the implementation of a micro-lending program focused on vulnerable and 
t 
| 
i 


TEP women in Westem Georgia, Assist clients with starting and developing their own businesses: systems 
We are looking for an expert in the area of Information Technology with proven 


tc administer a group-lending model; develop a loan tracking MIS; strengthen local organization to 
credentials both in the scientific community and in practical applications Qualified | assume activities. after project completion. Requires Bachelors degree and two vears overseas in 


micrclending programs; finance background, knowledge of related MIS systems; English fluency. Desire 





applicants should have a strong background in one or more of the following aspects Russian or Georgian language. Code GEO/SED. 
of E-Commerce: Ba i a) i Regional Pr Develo or = Cancasux 
| M Distributed, cooperative processing in E-Commerce The Repo all od new program avsoment and: proposal Hit Ast Arienin, Azerbaijan and 
7 : i aworgia. The RPDO will werk with country. directors to strategically develop fiture programs in 
User interfaces for E-Commerce i agriculture, micro-lending and health care. Conduct needs assessments and proposal coordination efforts; 
- Electronic payment | communicate regularly with donor agencies for future programs; travel extensively. Requires 
7 : A ; Hf PEE demonstrated experience in program design and success in writing winging proposals; Masters level and 
Electronic product tracking and identification i five years overseas program development experience, Desire NIS regional experience and Russian 
- Brokering and controlling in E-Commerce | Language. The position is based in Tbilisi, Georgia. Code NIS/RPDO. 


: 





Standards for E-Commerce Monetization Specialist, Washington, D.C 
a A 5 Responsible for coordinating all overseas monetization rams; conduct monetization training sessions 
in addition, applicants should have a knowledge of supply chain management. a a ae Naar i Ee 


ami strategic development of future programs; scheduling commodity acquisition/shipping racing 
Applications including a detailed CV, publication list, letters of reference and other fer logal services. Financial responsibilities will include cash flow projections, monthly review of alf local 
relevant material should be sent to: 


| 
| currency proceeds accounts and quarterly reconciliation of procee nderstanding of banking systems in 





emerging markets and ability to assess financial institutions and project. cash flows with respect to foreign: 
currency exchanges desired, Requires Masters in Agriculture, Economics, Business or equivalent, three 





i ` The President of the International University in Germany years experience in intemational development and Monetization, PL48G or Title 11 programming and 
i ternational Prof. Dr. Heide Zieg! er English fluency. Desire Russian, Serbo-Croatian or French language. Code MON-SPEC, 
versity Campus 3, D-76646 Bruchsal, Germany A „Community Development Consultants-Azerbaljan 
OROLDA 1: +427251700101, wuwiu.de E asin a ates ones ta mate carne 
$ rezommendations for continuing programs. Requires Masters and previous evaluation experience, 
The International University in Germany is an equal opportunity employer. | knowledge of PRAs: community based agricultural programming and rural SED evaluations, Code 


AZEACDC, 





Deadline for applications is March 18, 2000. UMCOR is an Equal Opportunity Emplaver 











THE BANK OF ENGLAND’S MONETARY POLICY COMMITTEE SEEKS ECONOMISTS 


The extemal members of the Bank of England’s Monetary Policy Committee - Professor Willem Buiter, Professor Charles: 
Goodhart, Dr DeAnne Julius and Dr Sushil Wadhwani- are seeking two qualified economists to join a small team, now being 
formed within the Bank, to support them in making their contributions to the Committee’s decision-making. 







These are exciting opportunities for professional economists to operate at the highest level of policy-making, They will 
provide a unique insight into policy formulation, æa chance to contribute directly to monetary policy decisions, and a 
challenging and very rewarding environment in which to use and develop economic skills. 


(1) Research Adviser 


The successful candidate will work directly to an individual MPC member. The tasks would include undertaking or 
contributing to major research projects, short-term projects; providing material for and writing speeches; and liaison with the ` 
Bank’s other professional staff under the framework recently agreed. The mix of tasks would vary depending on the: 
preferences of the individual MPC member. The jobhelder would be supported directly and have management responsibility’ | 
for an economist/statistician. The successful applicant will have a strong post-graduate qualification in economics, and a 
strong track record in an academic or an applied policy environment, would be able to work effectively in a small team; will 
be flexible and capable of applying his or her skills to a range of issues; and will have strong interpersonal skills. Significant 
applied econometric experience would be a requirement. 


(2) Economist/Statistician 


The job involves providing analytical and research support to the individual MPC member and to the Research Adviser; 
collating and assessing data, and some econometrics. The successful applicant will have a strong graduate qualification in 
economics or statistics, and will in particular be expected to have a good background in quantitative techniques, and 
experience of data management, modelling and chart preparation packages. He or she will probably now be werking in an 
applied policy environment or in the financial sector. Excellent communication and team-working skills are expected. 





















For both jobs, salary will be commensurate with skills and experience, and an initial contract of at least two years is envisaged. 






Applications should be supported with a cv together with a recent paper, report or piece of work to illustrate your suitability 
for the post. This should be sent to Andrew Nelson at Nelson Griffiths Ltd, | Arden Buildings, Station Road, Dorridge, 
Solihull, B93 8HH, or emailed to him at AN Assocs@ aol.com by 18 February 2000. 







Abo, 
Applications must be made using the form which can be accessed- from the Bank’s website Š RG $ 
http://www.bankofengland.co.uk/employment jobad037.htm or by calling 01564 774542, ES 






The Bank is an equal opportunities employer Olsa? 
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“Why don't you? 


HEALTH ECONOMIST/SENIOR HEALTH ECONOMIST 


£Competitive + bonus + benefits 


SOUTH EAST 





Aventis Pharma has been created through the merger of Rhéne-Poulenc 
Rorer and Hoeschst Marion Roussel. We are now a global player in 
prescription medicines, with a product portfolio including market leaders 
in cardiovascular, diabetes, anti-infectives, allergy and recently-launched 
bone treatment. However, with an annual investment of US $2.4 billion 
in Research & Development generating up to 30 new products 
world-wide by 2002, our future is even brighter. 


Health Economist/Senior Health Economist 
- Thisis the perfect time to get involved and join a dynamic team and 
» provide effective economic messages for the company’s combined portfolio. 


We are looking for a versatile, 
pro-active and commercially focused 
individual who has an excellent 
knowledge of the UK healthcare 
environment to deliver health 
economic support to strategic 


Faculty positions 
at London Business School 


London Business School is a leading international centre of 
business education and research, Continuing development has 
led to a range of faculty positions for internationally recognised 
researchers and teachers in: 


* Accounting 
* Decision Sciences 
+ Economics 


* Entrepreneurial 
Management 


+ Finance 


* Information Management 
« Marketing 
* Operations Management 
* Organisational Behaviour 
+ Strategic & International 
Management 

_-Appointments may be made at Assistant Professor, Associate 
Professor or Professor levels. 

Professorships: Candidates will have a distinguished 
academic career and an established international reputation in 
their fields, as well as an excellent publications record 


London Business School exists to advance learning and 
research in business management 


EC28/01/00 


MOMIST JANUARY 2O7H 2000 


products, You will also deliver effective training 'to i 
customers and provide innovative solutions to NHS influencers. 


You will be a degree level cardidate, preferably with a formal 
qualification in health economics, economics or related discipline, 
You must have excellent written-and verbal skills and a track record of 
health economic research would be an advantage. 


if you have a pragmatic attitude and the ability to work effectively with 
others at the world’s largest mutti-national pharmaceutical company, 
we would be very interested im talking to you. The position carries an 
attractive remuneration package and the opportunity to excel in a 
well-established and respected health economic unit. 


To apply please forward a fult €V to Sarah-Jane Page at Aventis House, 
50 Kings Hill Avenue, Kings Hid, West Malling, Kent ME19 4AH. 

Tel: 01732 584 330. Fax: 01732 584 090. 

Email: Sarah-jane.Paged@dAverntis.com 


Assistant/Associate Professorships: Candidates will have a 
PhD, a developed area o% reseafch interest: and some teaching 
experience. Business experience would be an advantage. 
Candidates at Associate Professor level will also be expected to 
have a proven track record in publications, 

Faculty are required to teach on our masters (including 
MBA}, PhD and executive programmes and to conduct high 
quality research. 

Send an application with a CV (and the names of three 
referees) by Friday 25 February to Calvin Samuel, Assistant Director, 
Research & Faculty Administration, Landon Business School: 


Regent's Park 

London NW1 4SA 

United Kingdom 

Tel: +44 (0) 20 7262 5050: 
Fax: +44 (0) 20 7723 3461 


London 
Business 
School 


www.london.edu 























APPEL A MANIFESTATION D’INTERET 
POUR L’ATTRIBUTION D°UNE 
LICENCE CELLULAIRE 





















République Islamique de Mauritanie 
Ministère de l'Intérieur des Postes et Télécommunications 
Autorité de Régulation 













Dans le cadre de la politique de libéralisation du secteur des télé- 
communications en Mauritanie, marquée par la promulgation d'une loi de 
libéralisation le 11 juillet 1999, l Autorité de Régulation. a décidé de procéder 
au lancement d'un appel d'offres international relatif a Pattribution d'une 
licence pour l'établissement et l'exploitation d'un réseau de téléphonie 
cellulaire. H est prévu que le dossier d'appel d'offres soit disponible au cours 
du mois de février 2000. 



















Toute personne intéressée est appelée à répondre à l'appel à manifestation 
dintérét lancé par I’ Autorité de Régulation. 








Les dossiers d'expression d'intérêt relatifs à l'attribution de la licence cellulaire 
en Mauritanie peuvent être retirés auprès du Secrétariat du Directeur de 
FAuworité de Régulation, situé 14, ilôt Z, Nouakchott, Mauritanie ou étre 
demandés par télécopie ou email, ou consultés sur le site www.are.mr. 













Les renseignements peuvent être obtenus auprès de : 










Rémy Fekete 
Gide Loyrette Nouel 
Avocat à la Cour 

26, Cours Albert 1” 
75008 Paris ~ France 
tél: 33 14075 6190 
fax: 33 1 4075 69 83 
email : joulain@gide. fr 






Monsieur Sidi Abdallah Ould Kerkoub 
Directeur Général de l'Autorité de 
Régulation 

tél: 222 29 1241 

fax ; 222 29 12 79 

email : kerkoub@opt.mr 












The University of Reading f ng ea 


Centre for Food Economics a 


Department of Agricultural and 
Food Economics 


Researcher 


Facilitating the Effective Production and Marketing of 
Processed Food Products by Small-Scale Producers in Zimbabwe 


The Department seeks to appoint a researcher to work on the 
above project which aims to identify improved processing 
technologies that increase the value of crops to poor farmers, 
through a study of small-scale processing of horticultural 
products in Zimbabwe. 


The successful applicant will take a leading role in both 
administering the project and conducting the research. 
Applicants should be social scientists with a good grounding in 
economics and would preferably have a PhD. They should be 
familiar with the collection and analysis of case study and survey 
data in a developing country context. Ability to speak Shona 
would be an advantage. 


This post is for a fixed term of 36 months with a starting salary 
of £16,286 per annum. 


If you would like to discuss informally, please contact Dr. Henson 
on +44-1 18-931 6775 or Dr. Loader on +44-1 18-931 8966. 


Application form. and further particulars available from the 
Personnel Office, The University of Reading, Whiteknights, 
PO Box 217, Reading RG6 GAH. Telephone (0118) 931 6771 
(answerphone), E-mail: key beatin ac.uk giving name 
and full address. Closing date for applications 11 February 2000 
Please quote reference number R0004. 
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_ EXECUTIVE DIRECTOR 
OPEN SOCIETY FUND BOSNIA AND HERZEGOVINA 


The Open Society Fund Bosnia & Herzegovina (OSFBH), an independent 


foundation, seeks an Executive Director. 


The OSFBH, operating since 1993, is 


carrently focused on making grants across multiple sectors in support of an open 


society. 
imtegration of Bosnia & Herzegovina into regional democratic structures. 


it is now re-organizing to make targeted grants primarily in support of 
The 


Executive Director reports to a local Board of Directors and oversees the staff, 
programmatic and grantmaking activities, and will play a major role in the re- 
organization. 


The successful candidate will meet the following criteria: 


zes: 


committed to principles of open society, development of a democratie malti- 
ethnic Bosnian and Herzegovinan state, and the enhancement of regional 
democracy and stability; 

significant senior-level management experience in the non-governmental sector; 
significant familiarity and experience with international NGOs, donor institutions 
and international governmental organizations (EC, OHR, ete) 

citizen of Bosnia and Herzegovina; 

fluency in written and spoken English; 

university degree and computer literate; 

willingness to travel regularly as required by the job. 


Competitive salary commensurate with responsibilities. Applicants should submit a 





cover letter and CV in English, totaling together no more than 6 pages, by 
February 15 to: 


OSF B&H Search Committee, c/o Human Resources Department, OST Budapest, 


H - 1051 Budapest, Oktober 6 utca 12, Hungary, 
Fax: 361.327.3133, E-mail: dunstoned@osi.hu 


Dixons Chair in New 
Media and the Internet 


Applications are invited from scholars of international’. 


reputation for a newly established Chair in New. | 


Media and the Internet with appointment from 1 
October 2000. oras soon as possible thereafter. The 
Chair, generously funded by the Dixons Stores 
Group, will join Media@lse, the Interdepartmental 
Programme in Media and Communications, and be 
attached to the Department of Sociology. 


Applications will be considered from outstanding 
candidates in any field or social science discipline 
relevant to the development of teaching and research 
in this new and important area of scholarship. The 
successful candidate will join the rapidly developing 
Programme in Media and Communications at the 
LSE, and will be expected to engage'in postgraduate 
teaching and PhD supervision in an interdisciplinary 
environment. The successful candidate will also take 
responsibility for the new MSc in New Media, 
Information and Society and be expected to develop 
a major research programme in the field. 


Candidates may contact Professor Roger Silverstone, 
Professor of Media and Communications, Director 
of Media@lse (tel: 020 7955 6420; e-mail: 
r.silverstone@lse.ac.uk) for further information about 
this post. 


Further particulars and details of how to apply may be 
obtained from the Personnel Division, The London 
School of Economics and Political Science, Houghton 
Street, London WC2A 2AE (fel: 029 7955 7079; 
fax: 020 7955 6843; e-mail: j.brown@lse.ac.uk). 
The closing date for the receipt of applications is 
Friday 17 March 2000. 


The London School of Economics and Political Science is: committed 
to equal opportunities and excellence inteaching and research 
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EMERGING MARKETS 


BUSINESS WRITERS/ANALYSTS 


Full-Time and Freelance 


Business Monitor International, leading publisher of specialist 
business information on global emerging markets, is recruiting full- 
time and freelance business writers and analysts to produce forward- 
looking editorial on markets in Asia, Latin America and Emerging 
Europe. If you have a background in political, macroeconomic or 
financial analysis, and strong writing skills, this is an excellent career 
Opportunity in a dynamic, fast-growing editorial team. Competitive 
salary and conditions apply in riverside offices in Blackfriars. 
Send full CV and recent writing samples to: as 
Jonathan Feroze 
Business MONITOR INTERNATIONAL Lip. 


179 Queen Victoria Street, London EC4V 4DU 
international www. businessmonitor.com 


+ 
international 
HIV/AIDS ( e 


Supporting Community Action on AIDS in Developing Countries 





The International HIV/AIDS Alliance is a leading international NGO 
specialising in HIV and AIDS and a Collaborating Centre of the Joint FOR FURTHER;INFORMATION: PERSE CONTACT: 

United Nations Programme on HIV/AIDS (UNAIDS), As we continue EMDS CONSULTING LIMITED, Caroline House, 3rd Floor 
to promote effective community based prevention and care _ 55-57 High Holborn, London WC1V 6DX, United Kingdom 
programmes, we are seeking two new professionals to join our 
team. 


Tel: +44 (0)207 421 24 00 & Fax: +44 (0)207 421 24 01 
i Email: africaeng@ermds.co.uk 


Deputy Director 


The Deputy Director is a key member of the Alliance's senior 
management team and the supervisor of four Alliance programme 
teams. We seek candidates who can lead further development of our 
programme work, particularly in the countries most affected by 
HIV/AIDS. Strong technical expertise in some combination of HIV 
prevention, HIV/AIDS care and impact-mitigation work, strong 


management skills, and an ability to be equally confident and cy THE UNIVERSITY OF SHEFFIELD 


 www.emdsnet.com/africamanagers 


competent in the worlds of donors and grassroots NGOs are 
essential. The ideal candidate will have over ten years of relevant s 
experience in Africa, and particular strengths in the monitoring and i 
evaluation of NGO activities, NGO support and technical support, DEPARTMENT OF ECONOMICS 
quality assurance and bidding on competitive country-level funding 
“from major donors such as USAID, the EU and DfID, The post 


requires excellent written and verbal communications skills in RESEARCH FELLOWSHIP 


“English and would benefit from French and/or Portuguese. London Mi fi forD l ‘ C tri 
based with some travel. Salary from £42,019 plus good benefits. icrofinance for Lveveloping Countries 


Programme Officer: Asia Funded by the Department for International 
The Programme Officer: Asia is one of four members of the Development for one year in the first instance to 
Alliance's Asia Regional Team and supports the Alliance's take part in a project on Financial Services for the 
programme work in three countries. The post-holder is responsible 3 Senet: co Rieger ae at ge 
for development, co-ordination and monitoring of country activities; Rural Poorest in Africa. The post involves field 
managing and/or providing international technical support; editing research and data analysis, designed to understand 
sb ee fee eon po pele repona Saet the use of financial services by, and to create better 
candidates will have; relevant work experience from the Asia region; ETEC, . A ; 
technical skills in HIV/AIDS breleniion care and/or impact institutions for, poor people in Africa. 
mitigation; and experience in community based HIV/AIDS Salary £16,286 - £24,479 pa. 
programming and/or NGO support or community development. The 
post requires strong English language skills and would benefit from Closing date for applications: 15 February 2000. 

accommand of relevant Asian languages. Masters degree in a (Ref: R1907) 

relevant discipline desirable. London based with extensive travel. . 


Salary from £26,090 plus good benefits An Equal Opportunity Employer 


The Alliance is an equal opportunities employer; qualified people 
living with HIV/AIDS are particularly encouraged to apply. For For details of this post, E-mail: 

further information, please e.mail: edix@aidsalliance.org. To apply, jobs@sheffield.ac.uk 

please send your CV with a covering letter and relevant writing 

samples via e.mail, or by post to Administration Manager, or Tel: 0114-222 1631 (24hr). 
International HIV/AIDS Alliance, 2 Pentonville Rd, London N1 9HF. Please quote the post reference in all enquiries 
Closing date Monday, 14 February 2000. 


No telephone enquiries please. ; Vacancy Web Site: http://www.shef.ac.uk/jobs/ 
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APPOINTMENTS 


Established in 1966 and headquartered in Manila, Philippines, the overarching goa! of the ADB is 
to reduce poverty and improve the quality of life of all people in the Asian and Pacific region. Our staff 
come from over 40 member countries of the ADB. We are seeking a highly-skilled professional for 
the following position: 


HEAD, ANTICORRUPTION UNIT 


You will be primarily responsible for: planning, implementing and supervising the activities of the 
Anticorruption Unit within the Office of the General Auditor, including (i) reviewing/investigating alle- 
gations of fraud and corruption and other wrongdoings; (ii) designing and implementing projects for 
advancing transparency in the supreme audit institutions; (iii) auditing high-risk and high-impact 
areas as well as project procurement related activities which may assist in preventing and detecting 
corruption and fraud; (iv) carrying out random audits on ADB projects to monitor financial compli- 
ance and physical progress; and (v) establishing and maintaining a database for recording and 
classifying allegations of fraud and corruption. The position is responsible for preparing reports to 
Management, developing and implementing guidelines on procedures relating to reviews and in- 
vestigations and advising ADB staff and ADB member countries on ADB's policies on anticorrup- 
tion. 


You must have: 

v An advanced degree in Business Administration, Accounting, Finance, Law, or a CPA qualifi- 
cation or equivalent, and preferably with experience in procurement and project implementa- 
tion; 

¥ Atleast 7 years relevant professional experience and demonstrated technica! competence in 
auditing; 

A The ability to liaise with the Board, senior Management and other levels of staff, counter 
parties in other international financial institutions, and supreme audit institutions; 

v The ability to lead, manage and provide guidance to a professional group of auditors/financial 
investigators; 

v Good interpersonal skills and the ability to deal effectively and with appropriate confidentiality; 
and 

v Excellent oral and written communication skills. 


lIiwnww.adb.org 


http 


The ADB offers an internationally competitive salary paid in US dollars. Salaries and benefits are 
generally free of tax except for citizens of some countries, primarily the USA and the Philippines, 
whose incomes are taxed by their respective governments. Applicants should be nationals of one 
of the ADB's member countries. Women are actively encouraged to apply. For further informa- 
tion, please visit www.adb.org and look for Employment Opportunities under Business Center. 


x 
= 
© 
an 
a) 
= 
O 
= 
Q 
2 
oT 
> 
O 
© 
c 
& 
T 
< 


Send CV and cover letter by fax or mad quoting Ref. No. 00-09 by 12 February 2000 to: 


HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (83-2) 636-2444, E-mall: jobs@adb org 


Only shortlisted candidates will be notified. 





BUSINESS & PERSONAL 
ICSL OFFSHORE COMPANIES TRUSTS FOUNDATIONS i, id 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax/low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 








CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Serviçaos Lda. Intemational Company Services (UK) Ltd 
Tel: +1 450 679 7452 Fax: +14506794263 Tel: +351 21314 2030 Fax: +351213142034 Tel: +44 171 493 4244 Fax: +44 171 491 0605 


Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 










USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 







International Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A. y Ss 
Tel: +1 310 550 8712 Fax: +1310 2057973 Tel: +1 954 943 1498 Fax: +1 954943 1499 Tel: +598 2 902 1165 Fax: +598 2 902 1191 S n 
Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com www.!Cs L-com 
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The University of the South Pacific 


Serving the Cook islands, Fiji, Kiribati, Marshall Islands, Nauru, Nive, 
Samoa, Solomon islands, Tokelau, Tonga, Tuvalu, Vanuatu 





‘Judicial Education Specialists 
- Ref. FVC012 


The South Pacific Judicial Conference at its 13th meeting in Apia, Samoa 
June/July 1999 endorsed the above Programme. The Programme is to strengthen 
the judicial services in the Pacific through building capacity to design and tan 
judicial education programmes. Appointees will be responsible together with the 
co-ordinator to promote, facilitate, design, and implement judicial education 
programmes for all levels of the judiciary, professional.and lay, in-country and 
regionally, for 15 Pacific island countries, whilst at-the same time developing 
national and regional capacity to run these programmes, The University of the 
South Pacific is the executing authority for the.Programme, which is funded by 
the Asian Development Bank, and the Governments of Australia, New Zealand 
and the United Kingdom, and the United National Development Programme. 
Applicants must have a good Law degree; substantial professional training 
experience in judicial and/or legal practice institutions or programmes; 
extensive experience in judicial needs analysis; vocational workshop, seminar 
and course design, logistics, delivery and evaluation: proven training skills in 
adult learning; demonstrated presentation and communication skills; and 
experience in legal material production. Applicants must also be computer 
literate. 

Knowledge of more than one Pacific country jurisdiction would be advantageous. 

Applicants must be prepared to travel extensively. 

Enquiries and further information: Kim Stanford-Smith, ph: 679 212801 or 679 

314273; fax: 679 309261, e-mail: Stanfordsmit@usp.ac.fj or kim.stanford- 

smith@undp.org 

These positions will be designated Fellows, Institute of Justice and Applied Legal 

Studies. The positions will be fixed for one year or to 31 December 2001, with the 

possibility of renewal subject to performance and the availability of funding. 

Periods of less than one year may be negotiated. 

Salary range: Senior Lecturer level F$47 538 to F$54 850 per annum 
Associate Professor level F$58 507 to F$65 821 per annum 

(inclusive of 15% gratuity) 

The level of appointment will be determined subject to qualifications and 

experience. 

in addition to the above benefits, the University contributes 10% of salary to an 

approved superannuation scheme, provides airfare and relocation costs, and 

substantially subsidises housing. 

Two copies of your application, including full curriculum vitae plus certified 

copies of academic qualifications and transcripts must be forwarded to The 

Recruitment Manager, The University of the South Pacific, Suva, Fiji, by 3 March 

2000. Applicants must request three professional referees to forward signed 

reports (quoting reference number) to the above address. Please note that 

applications and referees reports sent by email will not be accepted. 

Applications will not be acknowledged unless specifically requested. 

The University Website address is: www.usp.ac. ff 


IS A MULTI-MODAL TEACHING INSTITUTION 















USP 


BUSINESS & PERSONAL 


ES Og 


Innovative and cost-effective solutions to protect 


leading tax specialis 











Did your HND or HNC 
help you to achieve 
career success? 


If sa, we at Edexcel would like to hear from 
you. We are looking for case studies 
showing how Higher National Certificates 
or Diplomas helped individuals achieve 
career progression and success. We'll be 
using them to show other students how 
vocational qualifications are of real. value 
in the workplace and for progression to a 
university degree. 


Please contact Hilary Wight at Edexcel 
on Freephone 08080 500 600 

or complete the questionnaire on 
www.edexcel.org.uk 








| advanced 


Direc 
Russian and 
Eurasian Program 


The 
International Peace, a leading think 
tank international 
affairs, 
Russian Eurasian 
Washington. This 
position will werk with senior asso 


Carnegie Endowment for 
in 
sking a Diwetor for its 
and Program 
newly  ereated 
éiates and management to develop a 
strategy for and manage the program, 
including meetings. conferences, multi- 
anthored studies, publications and 
other project initiatives: aot as 
principal Baison with the Carnegie 
Moscow Center: manage the programs 
budget and fundraising activities; and 
monitor write on developments in the 
former Soviet Union, 
fdeal demon 


strated 


candidates will have 


initiative and independence 
in managing a substantial policy 
program, an MAS Ph.D, or other 
degree with specialization 


in Russian/iurasian affairs. 


| related experience, 


Salary depending on experience, Goneri 
benefits. Outstanding work eoviroument. 


Send resume and writing sataples ta: 
Search Committe 
Carnegie Endowment 
1779, Massachusetts / 
NW, Washington, Di 
or FAX to (202) 939-24 














Moscow- | 










VICTORIA UNIVERSITY 
OF WELLINGTON 
NEW ZEALAND 
















Professor of 
International Business 















Victoria University of 
Wellington (VUW) is 
introducing International 
Business as a new Bachelor 
of Commerce & 
Administration major in 
2000 and is seeking ta 
appoint a Professor who 
will play an important 
leadership role in ensuring 
the success of this new’ 
programme at VUW. 
Short-listing begins 15 
February 2000 but applica- 
tions will be accepted until 
the position is filled. 



































For information see 
wwwnzjobs.conz/ouw 
or contact the Faculty 

HR Assistant, (tel: 
64-4-463 5753 or email: 
FCA-appoint@vuw.ac.nz), 















ANNOUNCEMENT 


H europe invesroR WIRBT 
Winners in the free Prize Draw 
1999. 

The Stockholin Stock vange 
went up 65,9 % for the year 1999. 


















Mr E. Studd 
Southampton 
Great Britain 


Ist prize: 











2nd prize: Mr John Axelsson 


Stockholm, Sweden. 


The winners will be norfied by math 
Congratulations! 





is, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 


and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge 


USA; BIL Andrews 

fet: +b 757 363 9669 
Fax: 41 7457 363 9668 
USR SOY gngroup-con 


HONG KONG: Stuart Stobie 


45 0550 
ngroup eom 


AG Sovereign Trust (Gibraltar) Limited is licensed by the Financial Services Commission ~ Licence No: FSC ODTABB, «oxen 
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GIBRALTAR: Diane Dentith 
> t380 76973 
SO 7HIS8 
giba@sovereigngraup.cont 


Tel: 
Fax: +44 
uka save 





UK.: Simon Denton 
37 479 7070 
39 4436 


aut Winder 
649 946 SOS6 


HE G49 946 5 










USING ECONOMICS AND FINANCE TO INFLUENCE POLICY 
The Bank of England’s Monetary Analysis (MA) and Financial. Stability (FS) areas wish to recruit o 
economics and finance graduates. Analysis and original research are undertaken at the Bank to the 
highest academic standards, so that policy decisions are informed by the best possible advice. 


Economists and finance professionals play a vital role. The positions will appeal to individuals with 
an interest in, and talent for, the application of ideas to the formation of practical public policy. 
















a The key task of MA is to provide the analytical support to the Bank's Monetary Policy § 
Committee. It therefore offers an unrivalled opportunity to influence monetary policy, 
combined with a unique insight into policy-making in one of the United Kingdom's most 
important public institutions. Each position offers a mix of research and analysis, but the f 
common theme is providing advice and informing the debate on monetary policy. 


a The Financial Stability area is responsible for promoting the overall stability of the financial 
system as a whole, and also the effectiveness and efficiency of the UK financial services 
industry. The work has an international as well as a domestic focus, reflecting London’s 
position as a major international financial centre. Related research and analysis covers systemic 
risk, regulatory policy, international and domestic finance, emerging markets, payment systems 
and other market infrastructure, and financial intermediation. Staff advise the Bank’s Financial 
Stability Committee, and represent the Bank on a wide range of international committees. 





Research is focussed on the policy agenda, but staff also make a wider academic contribution, 
publishing in the Bank's own Working Paper Series, Quarterly Bulletin and Financial Stability 
Review. For further details, see the Bank's website at http://www.bankofengland.co.uk/, 


As examples of the types of specialist work areas, there are currently vacancies for: 


° monetary and international macro-economists 

e an experienced economist to focus on the US economy within the International Division 
e a labour market economist to join the UK labour market team 

e an economist/econometrician to join our forecasting Division 

e a micro-economist to work on analysis of payments and settlement systems 


e an experienced economist, specialised in the analysis of US financial developments, to assess 
risks arising for global systemic stability 


° an analyst of corporate finance issues, including law, accounting, tax and governance. 


For these posts, candidates should ideally have at least a Masters degree in economics, finance or a 
closely related subject, and two years' experience in an academic environment (PhD/lecturing), 
working on applied policy, or in the financial sector. The successful applicants will have strong 
communication and presentation skills. 


Salary and benefits offered will be commensurate with qualifications, experience and the 
requirements of each particular job. 


To apply, please send your CV with full salary history, quoting job reference MA/FS2000 to 

Mrs J M Williams, Personnel Division (BB-3), Bank of England, Princes Street, London EC2R SEU. 
Fax 020-7601 3911. The closing date for applications is 5 February 2000. at Alloy, 

; $76, 

ka 

Say 


Oi 


The Bank is an equal opportunities employer. 
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redit Card Research Group 


DIRECTOR 


salary not less than £60,000 
London 






. The . 
Economist 





















Some of the finest || 

private villas, | 
farmhouses and 
castles with 


TO ADVERTISE 
Í swimming pools, 
WITHIN THE | throughout haly. | 


wiv hiscanynowcom 


CLASSIFIED | USA (EUROVILLAS) 
ax 800 767 0275 


SECTION, CANY NOW ( EUROPE) ff 
CONTACT: a (04207 2 26104 A 






















CCRG is a trade body which represents all the major 
: ers and acquirers of payment cards in the UK. its small 
Staff have skills in law, economics and administration, 










The Group now seeks a director, who can ally media skills to 
‘political grasp and numeracy. The director would join. the staff 
of Hurlstons Corporate Consultancy, specialists indevising 


| h : ; Readers are recommended 
and running common interest bodies. j 


` and dake 

oe Nathalie Henault, appropriate advice before sending. money, 
lease send CV to: Paris incurring any expense or entering into ‘a 
ee Terri Massally binding commitment in relation to an 
Hurlstons Corp orate Consultan cy advertisement. The Economist Newspaper 


Limited shall not be liabt gon for 
2 Ridgmount Street, London, WC1E 7AA EESE anh E A 


loss or darnage incurred or suffered: as’ a) 
Or by e-mail to: cerg@mhec.co.uk 
























Tel: (33-1) 53 93 66 04 






result of his / her accepting or offering to 
accept an invitation contained in. ary: 
advertisement published in the Economist. 


Email: 
nathaliehenault@economis:.com 




































BUSINESS & PERSONAL 


BUSINESS/FIRST CLASS AIRFARES 
50% OFF 















TRAVELLING TO NEW YORK? 
Bed & Breakfast Service offers 200% 
apartments, all in fashionable areas, Rates 
$90-300 p/n, 

Corporate Speciatists 


Luxurious 10 957m’ prime 
industrial property for sale 


near Cape Town, 
South Africa. W 


Waerldtariff 


Bly internationally in business or first 
class. at the same fare status and with all 
Bie benefits as your fellow passengers ~ 
but at a fraction of the cost. 







: 1-800-440-1581 TravelTek Bed of Roses V., Ine. 3 . P 
[mileage No restrictions Major carriers 800 Sth Ave, NYC 10021 For more info “Phare: A AN 


visit us at: 
| www.prime-industrial.co.za 


New Authors| ———_—__—_ 
Publish Your Work |. AVAILABLE BY 
ALL SUBJECTS CONSIDERED | BEBSAU 4@)] cae ETN 
write or send your manuseript to: hae é é 
MINERVA PRESS * LETTERS OF CREDIT 
316-317 REGENT STREET. * STANDBY LETTERS OF CREDIT 
LONDON W1R 7Y8. ENGLAND * PROOF OF FUNDS : 
www. minerva-press.co.uk * INVESTMENT LOANS 

* FINANCIAL GUARANTEES 


www trastonat | www.worldtariff.com/econ 


Tel: (212) 421-7604, Fax: (212) 935-0617, 











TECHMART PAKISTAN 2 


Lahore, Pakistan 15-17 February 2000 


Supported by the United Nations Industrial Development Organization 
(UNIDO) and the United Nations Development Programme (UNDP), an 
international Investment and Technology Market (INTECHMART Pakistan 
2000) is being organised | in Lahore from 15 to 17 February 2000. The Board 
of Investment. (BOD, che Export Promotion Bu PB) and the Federation 
of Pakistan Chambers of Commerce and In FPCCY) jointly. invite 
potential foreign investors for one-to-one busines: cussions with Pakistani 
entrepreneurs, 





-IN 








O F F SH O R E FAX APPLICATION TO BANK: 


TAX-FREE Pi +90 392 227 53 77 


Companies world - wide i : 
Formation and administration of E-MAIL: info@capital- 
available.com 


companies, opening of bank accounts 
tel. fax/mail forwarding service 


UNITED KINGDOM 
- Head Office - 


LAVECO Ltd 


Clos de Saignie, Sark, 
United Kingdom, GY9 OSF 
Raymond Terry Gibson 








More than 100 specific projects arcon afier Be tidustrial partnerships 
through equity joing ventures, technology te-ips and equipment putenmes 
buy-back arrangements, sub-contracting, marker ACKESS, joint R&D and other 
commercial linkages, covering: 


a COMPANY 4 
i EOM E TRUST SERVIC 


# Agro-based industry 
@ Leather and leather products 
$ Mineral processing and petrochemicals, HUNGARY 





Tel: +36-1-217-96-81 
Fa 36-1-21 7-44-14 
E-mail: laveco@imail.matay.u 


p PESA ROMANIA 
TC N PROIECT PROFES, FULL PROGRAMME i Tel: 1 40-92.326-329 

FORM PEASE VEM y 'S Æ & Fo 40.02. 605 

hina Arania arg/avenisali cim g z 


_ @ Textiles and garments. 
+ Light engineering and information dhele 
< @ Tourism industry 











E-mail: lavecorog?ix.ro nechi 
Intichmart Pakistan Head Office: Intechmars Pakistan Backsopping Office RUSSIA n 

“eta UNIDO Representarives Office UNIDO HO), Vienna lineni ional Centre Tele + RUSSI 47-444 Chesterfield 

ad Floor, Saudi- Pak Tower, PO. Box 300, A-1400 Faqs #7 43 4l 47 é 

fnnsh Avenue, tehi mabad; Pakistan. fenna, Austria. | Fax: +7-4234-147-606 Group 

“Bale SO251-079 Tek +43-1-26026 3405/3696 E-mail: eximb: 
-26026 6872/6805 bury Hor 
ERE arg pk ar kkhan@us.org. pk 2 intechph@unide.org 
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Chatsworth of London 


WE ARE HONOURED TO PRESENT POR SALE 


er, a te Beall 
a British Titles 
prt . 
OF GREAT RESPECTABILITY AND STANDING. 

Ownership of any of these rare and valuable “Lord” Titles confers 
substantial social and business benefits worldwide. whilst 
demonstrating a continued increase in value over the past 35 years. 
These esteemed Titles are fully recognised under English Law and 
include the Right to: use the word “Lard’/“Lady” in your name: pass 
the Tide onto your heirs; and use the Title on all your documents (e.g. 
Passport, LD. and credit cards.3 





Ladies and Genemen of any nationality may apply for purchase, but 
only those of impeccable integrity, honour and standing will be 
accepted. as the new Lord/Lady will form an important part of British 
history and tradition. 










The prices of these Lordship Titles range from $ ) t@ $25,600 
which includes all legal fees, transfer and registration charges, 
Certificates and delivery. They each come with a comprehensive 
history of their Hlustrious previous holders, and a detailed description 
of the area in which they lie. All transfer documents are prepared by a 
leading UK law firm. and we will be pleased to have the Tide put in a 
passport on your behalf. 





joer iin 
For further details, please contact the 


Chief Heritage Officer at Chatsworth of London: 


Use your PC to make 
phone calls over the 
Internet and save big! 


Supply us with your 
telephone or fax number 
and we'll get right back to you. 


Australia Hungary 
Austria ‘ India 
Paanan indonesia 
mum Tel Aviv 
Sao Paulo 29¢ ce 
Buenos Aires 25¢ Lary 
Canada ae Jordan 
Cayman Ish 35¢ Mexico 
Chile 20¢ Moscow 
China 36E Netherlands 
Colombia 22 Norway 
Croatia 33e Pakistan 
gea rp ie Philippines 
Denmar’ 3. Spain 
Dom. Rep. 23e io 
g i A Sweden 
Egypt üe a 
France ae Switzerland 
Germany Be Thailand 
Greece | 20¢ Tokyo 
Haiti 66¢ Turkey 33e 
Hong Kong  8¢ UK Be 


Call: 1-201-530-4756 Fax: 1-240-255-5903 
http://www.onlinecalls.net/econ 





: Lunted time offer. 

Limited to PCo- Phone calls only. 

Nee customers oniy. 

Fales subject to change without notice. 


net2phone” 
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The ultimate authority on the worlds best hotels 


hideawayreport.com 
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NEED AN OFFICE IN THE HEART OF THE 
CITY OF LONDON? 
THE NEXT GENERATION OF BUSINESS CENTRES HAS ARRIVED: 


*State of the art IF infrastructure +Interesting places to r and entertain 
*Open plan and executive suites «Club and conference facilities 


SPACE NOW AVAILABLE, CALL +44 (0) 20 7648 8400, 
Or E-mail info@corpnex.com. 
THE CORPORATE NEXUS. BUSINESS CENTRES FOR BUSINESS LEADERS 


UNITED WORLD TELECOM | 


SAVE ON INTERNATIONAL PHONE CALLS 


www,uwtcallback.com 





* Low Intl. Rates 
* High Quality 
* Prompt Service 


* No Fees, No Commitment 
* Office, Home. & Cellular 
* Phone, Fax & Modem 





Call now for new low rates 
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1402 TEANECK ROAD - SUITE 114 + TEANECK, NEW JERSEY - 07666 ° USA 
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FROM THE WORLDS No. 1 PROVIDER 


For over a quarter of the century, 
OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients. 


Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, the col- 
lective experience, skills and 
resources of more than 300 multi- 
skilled professionals including 
lawyers, chartered accountants 
and secretaries, economists and 
bankers are instantly accessible - 
wherever you are. 


THE MOST COMPREHENSIVE 
RANGE OF OFFSHORE SER- 


ALL MAJOR 
CREDIT CARDS 
ACCEPTED 


FOR OUR 110 PAGE COLOUR 
BROCHURE CONTACT 
CW Forster (Director) 


WORLD WID = 


PO Box 55, Rams: 

Great Britain, I Miss 

TEL: +44 16248 

FAX: +44 1624 817080 
E-mail: economist@ocra. com 


INSTANT RESPONSE 


CONFIDENTIALITY 
ASSURED 


29 LANGUAGES 
SPOKEN 


LONDON - Richard Cook 85¢ (Hons) 
Tel: +44 (20) 7355 1096 

Fax: +44 (20) 7495 3017 

E-mail: ilon@ocra.com 


LUXEMBOURG - Eveline Karis 
Tel: +352 224 286 

Fax: +352 224 287 

E-mail: ilux@ocra.com 


FINLAND - Till Sahlgren 85¢ (Econ 
Tel: +358 (9) 6969 2569 

Fax: +358 (9) 6969 2565 

E-mail: if@ocra.com 


MADEIRA - Dr David Fiske de Gouveia 
MIS BSc, MBA 

Tel: +351 (291) 201 700 

Fax: +351 (291) 227 144 

E-mail: imad@ocra.com 


HUNGARY - Laszlo Kiss 8% Econ 
Tel: +36 (1) 351 9959 
Fax: +36 (1) 351 9958 
E-mail: in@ocra.com 


BULGARIA - Stoyan Mavrodiev LLM 
Tel: +359 (2) 980 86 65 

Fax: +359 (2) 989 16 63, 

-mail: ib@ocra.com 


CYPRUS - Christos Vassiliades Attorney 
Tel: +357 (2) 673 211 
Fax: +357 (2) 673 463 
E-Mail: icy@ocra.com 


MAURITIUS - Ashiq Bacha Acca 
Tel: +230 211 5100 

Fax: +230 211 5400 

E-mail: imr@ocra.com 


SINGAPORE - Florence Nathan Acs 
Tel: +65 535 3382 

Fax: +65 535 3991 

E-mail: isin@ocra.com 





HONG KONG - Raymond Choi MUA (Dip) 


Tel: +852 2522 0172 
Fax: +852 2521 1190 
E-mail: ink@ocra.com 


AUSTRALIA - Malcolm Cooper 
Tel: +61 (2) 9251 5822 

Fax: +61 (2) 9251 5050 

E-mail; jla@ocraxcom 


USA AICS Ltd - Kevin Mirecki 85 


Tel: +1 (949) 979 3344 
Fax: +1 (949) 979 3300 


E-mail; iusa@ocra.com 





26 Offices Worldwide 


Freephone From UK: 
0800 269900 
Freephone From USA: 
1 800 283 4444 


www.o0ocra.com 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 





OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
j qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your nard-earned assets and not let them go up in 
smoke, please contact us today. 


e 100's of Companies immediately available! 
e Full Management & Nominee Services 
» Secure Bank Introductions 
« Family Settlements & Asset Protection 
e Trust & Foundation registration 


e Fiscal Migration 
s Full Tax Planning Services 
« GUARANTEED CONFIDENTIALITY 
¢ ULTRA COMPETITIVE FEES 
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For the ultimate Lak paunan / offshore com 
us at 


website, brochures and much more please visi 
www.scftgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
me = a Ea eu kaai tan a 
FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL US AT Offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19, 
Chelsea, London, Pembroke St, Avenida Arriaga 77, ‘Lazenda Commercial 

SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 305, Centre, Phase 3, Jalan 
Tel:+44 207 352 2274 = Tel: +353-1-662 1388 9000 Funchal, Okk Abdullah, 87000 
Fax:+44 207 7950016 Fax:+353-1-362 1554 Madeira, PORTUGAL ‘Labuan FT, MALAYSIA 

e-mail: e-mail: Tek: +351 291 202 840-8  Tel:+60 8 742 1644 
oftshore@sctgroup.com offshore@scfinti.iolie Fax:+351 291 202 849 Fax:+60 8 742 1646 


e-mail: e-mail: 
sc{@hibernian.pt scttrust@tm.net.my 
THE SCF GROUP 


—se DA HIBERNIAN TRUST & MANAGEMENT LDA sommes 
(A Futcy Licenseo Trust & Manacement C3) 





IMMEDIATE s UNLIMITED SATIN 
AVAILABLE f LL legal, viable 


V.LP. TREATMENT 
IN BUSINESS 
Become a Lord or Lady 


red De fit 
` 1] d that ar 
I NGI ISH LORDO! THE MANOR 


Title bri Tit wa 





wm £4,999 
n £4 


UP-FRONT FEE REQUIRED! 


4" mal ‘ ad 


E oney. í ar 
Wi bemroom, kitchen 


®WorldBid 


INTERNATIONAL TRADE LEADS 


@ Tourist Board Approved 
Ashburn Garden Apartments 

= 3 Ashburn Gardens 

i] South Kensington, London SW7 40G, UK 


Offer to Buy 
FABRIC/TEXTILES 
View details at: 
www.worldbid.com 


www.ashburngardens.co. uk 
= info@ashburngardens.co.uk 
Tel: ++44 207 370 2663 
LS Fax: ++44 207 370 6743 
BEEBEEEES 
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ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS French industrial production rose by 4.5% in the year to No- 
vember. Japan’s industrial-production growth in November was revised up from 3.8% to 4.5%, 
| lifting the annual rate to 6.7%. Austrian cpe grew by 3% in the year to the third quarter. The vol- | tion in Kenya fell heavily this week. Egypt 
| ume of British retail sales rose by 5.3% in the year to December, the fastest for nearly two years. | hasstopped buying Kenyan tea after a trade 
row between the two countries flared up 











COMMODITY PRICE INDEX 
Tea prices-at the Mombasa auc- 
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proaches. Its tea production fell by 15% last 





United States + 57 + 43 





i 

t 

H 

1 

| 

i 

l 

| % change at annual rate The Economist poll Industrial Retail sales Unemployment f : 

l GDP. GDP forecasts Production (volume) _ % rate again. A quarter of the 6.5m kilograms of tea < 

| mths! T year 1999 2000 3 mths? on offer had to be withdrawn. Egypt, which 
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Belgium +68 +17 Q +21 + 314 na + Pia pears 
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| Canada 4) 44203 438 435 yos 46060 2a row has been brewing since last November 
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| France +42 + 3.0 4 into the country atthe preferential tariff for 
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| Netherlands + 45 + 40 ; ; $e dct 

kai S FET ports at Port Said. Tea is Kenya’s biggest for- 

| Swadah TSE VII eign-exchange earner. Prices nörmally rise ` 

| 1% 

| 

| 

| ; 





































































































































































































“Not seasonally adjusted. t average of latest 3 months compared with average of 





* Provisional. | Non-food agriculturals, 
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| E LIVING EXPENSES Tokyo is still the most ue 
| expensive city in the world to live in, ac- | Severson ie 1999 
cording to a twice-yearly survey by the i 

Economist Intelligence Unit, a sister com- 
pany of The Economist. The survey ex- 
presses the cost of living for expatriate exec- 
utives as a percentage of expenses in New 
York. The recovery of the Japanese econ- 
omy and the yen have pushed up the rela- 
tive cost of living in Tokyo in the past year. It 
is now 64% pricier than the Big Apple. The 
euro's poor showing in the past year has re- 
duced the relative cost of living in euro- 
zone cities. Stockholm has slipped below 
New York. London: has overtaken Paris to 
become the priciest city inthe European 
Union, though Zurich is even pricier. The 
rising won has pushed Seoul ahead of Mi- 
lan, Frankfurt and Barcelona. 





„440 + 23 3 year after a bumper harvest in 1998. 
| *Not seasonally adjusted Taage of latest 3 months compared with average of previous 3 months, at annual rate tSepNoy; claimant count rate 4.0% in 
| December § Oct-Dec, **New series 1995=100 % change on 
| EA AE IAEA TEAR | Jan 18th = jan 25th* one one 
| PRICES AND WAGES Consumer-price inflation i in the euro area in the year to December | -mmo month _ yè: 
| edged up to 1.7%, its highest since August 1997; inflation rose to 1.8% in Britain and 2.6% in Can- | bene index aP ei ae RS 
| ada. Preliminary German inflation figures showed a rise to 1.7% in the year to January, its highest gem I E aay 
for nearly two years. Workers in the euro area got a 2.4% pay rise in the year'to the third quarter. ENEA == i 
% change at annual rate The Economist poll te F 199 S AO ae 
Consumer prices* consumer prices forecast ucer prices* Wages/earnings Nfa n3 RA. + 2i z 47 
3 mths? lyear __3 mths E 3mthst 1year Metals 853 86.2 + 38 +386 
Australia “eo? +17 -17 +09% | Sterling index l 
Austria +29 +14 De fata All items _ 
Belgium _ +20 +19 Dec +34 +293 | Food 
Britain OOO + 3.0.. + 18 Dec 3 Dec +44 +50 Nov Industrials 
Canada 4.04. + 2.6 Dec +17 +23 + AB +24 Nov -18 +12 oct Euro index 
| Denmark cet FS + 32 Dee 25+ 25 + 520+ 47 Dec. +50 + 41 93 All items 
| France _ +17 +13 be +05 +10 $42 + 08 Nv +52 +27 03 | Food 
; + e Industrials 
| + Yen index 
2 All items 
| 2 + : + Food 
i Spain +20 +29 0e à +23 4+ 24 +31 Nw +44 + 22 93 industrials 
| Sweden na + 1.2 Dee +04 + 1.4 + 14 Now Gold 
| Switzerland — +14 +17 De OB +12 BS De $ per oz 286.25 28800 - 07 + 08 
| United States +29 +27 pe 4220 a A +45 + 3C De Crude oil North Sea Brent 
| Eurot +43 4 17 De o o o o +11 +15 +58 + 3C Nw $ per barrel 26.18 26.48 
| 
ji 
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NANCIAL INDICATORS | 


MONEY. AND INTEREST RATES Britain’s broad money-supply growth edged up to 3.6% in 
the year to December; narrow money-supply growth leapt to 12% as the Bank of England in- | 
Jo liquidity to ward off potential millennium-related problems. 

_ Money supply* ne _____interest rates % p.a. Gan 26th 2000) 


% rise on year ago gyer. arket banks | 
prime gov't bonds latest! year ago bonds — 
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Svenska Handelsbanken, Warburg Dillon Read, WEFTA 


| 

“STOCKMARKETS Most of the matketsi in our r table f felli in the Weeki to January 26th. Investors è 

fear that American interest rates are likely to rise again soon. But Tokyo bucked the trend, with | 
the Nikkei index rising by 1.1%. 
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_ TRADE, EXCHANGE RATES AND BUDGETS Sterling hita 14-year high against the German: mark. The euro fell to just above parity with the 
dollar. America’s visible-trade deficit widened again in November, to $32.4 billion, taking the 12-month deficit to a record $335.7 billion. In the 
same month Britain’s visible-trade deficit widened slightly to $4.1 billion. Its 12-month deficit grew to $43.0 billion. 


a Trada balancat, sn. 2. -Current account =. aU Cute uie Budget 

latest latest 12 Sbn The Economist poli trade-weightedt per per per. ger balance 

i month months latest 12 mths % of GDP, forecast Jan 26th year ago $ £ ‘DM euro % of GDP 
| z D 1999 2000 Jan 26th year ago i 4999$ 
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| @ GREEN GROWTH Countries’ economic 
_ policies cannot be judged properly without 
| assessing their environmental impact, ac- 
| cording to a new report from Yale Univer- 
| sity due to be unveiled at the World Econ- 
omic Forum in Davos this weekend. This 
| pilot project, which is to be improved and 
| repeated each year, ranks countries by five 
| criteria of environmental sustainability, 
| such as whether their main environmental 
| systems are flourishing and how well they 
| co-operate with other countries in-manag- 
| ingcommon environmental problems. Un- 
| surprisingly, the Nordic countries are the 
| best performers, But Belgium and Italy do 
| remarkably badly. Relatively good marks 
_ for Argentina and Brazil cast an unflattering 
| spotlight on Asia’s laggards. The report also 
| highlights the dire lack of reliable data for 
| many environmental indicators. 
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ECONOMY 7 Colombia SGDP dropped by 2.3% in the year to the fourth quarter. Itshrank by 5% 
in 1999, its biggest annual fall since records began. Consumer prices in Hang Kong fell by 4% in 
the year to December. Russia's 12-month trade surplus widened to $32.2 billion in November 
and Mexico’s 12-month deficit grew to $5.2 billion in December. 


% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
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FINANCIAL MARKETS A Abad week on wall Street put a dampener on most emerging stock- 
markets. Mexico city did worst, falling by 7.1% in the week to January 26th. Seoul also fared 
badly, losing 5.7%. But Taipei reached a 28-month high boosted by a strongly recovering Tai- 
wanese economy. 
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IAA World Congress 6th>9th June 





IAA London 2000 is grateful for the support of the following sponsors: 
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Talk with more 
intelligence. 









Whether it’s finding-out who Billy really likes, checking e-mail on the run, or 
conducting a teleconference from the car, mobile phones are an essential part of 
our lives. 


Which is why you should know that an astonishing 4 out of 10 mobile phones 
delivered in the world today run on ST microchips. STMicroelectronics is poised 
for the future of wireless, working with today’s leading manufacturers to make 


tomorrow's phones positively brilliant 


We put more intelligence into everything. 
STMicroelectronics (formerly SGS-THOMSON) « A world leader in semiconductors for consumer products, automotive, telecommunications, 
computer peripherals, industrial automation and control systems + Ninety-five locations on five continents + www.st.com 


Spread the news. 


Tne contender 


John McCain and the race 
for the White House 





the entire plant from a single screen. At ABB, ! 


we believe the most important thing 


we build today is knowledge. Because the 





Brain Power. 





“Landon Economies offers 
-outstanding opportunities for 
highly motivated individuals. 









Ideally, you will be a 
postgraduate in economics or 
willsoon be qualified. Senior 
at a appointments will have 
experience of leading consulting 
: teams. 
















you like the idea of working 
with some of the UK's hest 





high achievers, then please send 
a full CV and cover letter 
quoting reference : 


“EC.Fb.00” to 
Recruitment 

London Economics Ltd 
66 Chiltern Street 
London WIM IPR 









Send email applications to: 
Recruitment@londecon.co.uk 


For more information, 
visit our web site, 
bitty. www. londecon.co.uk 






LOOKING FOR CONS 


RGUT Consulting AB is a Swedish company established in 1973 providing 
onsultancy and project management services in land management, forestry, 
ulture, environment and rural development mainly in Africa, Asia and Latin 
niefica. Our business is currently expanding and we are seeking experienced 
consultants who are specialised in the following areas: 


Forest Management 
Forest Certification 


Agriculture Extension & Training 


Biodiversity 
Gender Issues 


Project Management/Coordinators/ * 
: Team Leaders with EC experience 
Qualifications: Minimum of five years of international experience trom developing 
countries, M.Sc. or above. Women are particulary encouraged to submit their 


Seurricula vitae. 


About the Company 


ORGUT aims at promoting sustainable and self-reliant development in the natural 
resources sector and applies a holistic perspective, integrating economics, ecology 
and sociology. ORGUT has extensive experience in the preparatory and 
operational stages of the project/programme cycle including problem analysis, 
identification, project elaboration and implementation, human resource 
development and the design of project evaluation and monitoring systems. 


Individuals interested in short-term or long-term positions are welcome to submit a 
curriculum vitae electronically to cv@orgut.se Further information is available on 
our web site at www.orgut.se Curricula vitae may also be sent to: 


ORGUT Consulting AB 
Svartmangatan 9 
SE - 11129 Stockholm, SWEDEN 
Fax +46 B 21 62 69 
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CONSULTING AB _ 


TANTS IN RURAL DEVE 















London Economics is Europe's leading specialist economics consultancy, with offices in | 
London, Brussels, Melbourne, Boston, Barcelona and Tokyo. Our alliance with a leading French 
consultancy group, BSI (BIPE and Stratorg International), means we have over 200 professional 
staff worldwide. Together we are expanding strongly into other European countries as ‘well as 
China and Russia. ge 








Clarity of thought and expression, economic skills and intellectual and analytical rigour are the 
hallmarks of London Economics, and enable us to travel beyond the limitations of the 
conventional wisdom. 











We organise our work around the needs of our clients. Our specialist and dynamic teams include: 
Competition & Litigation Support; Emerging Markets; Energy & Environment; Financial 
Services; International Utilities; Media; Strategy & Policy; Telecoms; and Water. 





We are always interested in hearing from Senior and Managing Consultants with stron 
experience and sectoral knowledge. This year we are also looking to recruit up to 12 new 
consultants in all areas of our work. We are keen to hear from newly-qualified people trained to 
postgraduate level in economics and those with some experience. Occasionally, we will take 
exceptional graduates with very good first degrees only. : 











We are an equal opportunities employer, offering excellent career prospects and competitive 
salaries, To be considered you must also: 


* have excellent quantitative and communication skills; and 
* be fluent in English (additional languages are an advantage). 
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Development Consultants 
Deloitte & 
Touche 


Development Solutions isa: sper 
within Deloitte & Touche which: provites. pr on 
development: consultancy ives to international dot 
organisations to i ; : 

their economid and social development goals, Delit 
Touche has ù 
20 in Africa: T 
sevking full-tine.staff and long term/short term won 
with formal qualifications in Development Ego 
Financial or Engineering Management. or simi 
a consulting background: aud preferably $:10: 
experience in. development: projects with do 
organisations. Particular skills areas we are seeking a 


IPMENT ! 













+ Community Forestry/Agrotorestry 
« Land Tenure 

. Conservation Farming 

+ Alternative Development 

. PRA 

Microfinance/Rural Credit/Private 
Sector Support 















Project Management: project identification, proposal preparation and design, 
and project management, project monitoring and evaluation 


Research: Economic and social studies, market research social marketing and sector studies 






Private Sector Development: privatisation. SME promotion 


. Public Sector Development: capacity building and institutional development, strateyic 
and corporate planning, change management ; : 


$ Financial Sector Services: finance and investment, micro-finance, credit, manageine 
audit, financial management training : 


For more information, please send a letter of application and concise curriculual hias o= 
by the end of February ta: 











General Manager 
Deloitte & Touche. Developmen! Solutions 
PBag X6, 

Galle Manor, 2052 
South Africa 


Yel +27 (G11) 806 5623 Pax: +27 9011) 806 5465 
E Mail development, soluiionsaedt.co.za 








EXECUTIVE FOCUS _ 





















PEER 
UNESCO {United Nations Educational, Scientific and Cultural 
Organization) PEER (Programme of Education for Emergencies and 
Reconstruction) is seeking to fll positions in Somalia for a project being 
executed with UNICEF (United Nations Children’s Fund) for the EC- 
Somalia Unit (CEPPES-Curriculum Development, Textbook Provision, 
Professional Development and Education Management Information System 
for Primary Education in Somalia). 
Title: Project Officer 
Duration of the project: Two years 
Duration of the Contract: Eleven months (renewable) 
Duty Station: Somalia 
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and UNESCO Representative for Samalia, the Project Officers will, in close 
collaboration with the Somali authorities and other partners: 

Coordinate the planning, implementation, management, supervision, 
monitoring, evaluation and reporting of the Textbook Provision, Pre-Service 
and In-Service Teacher Training, Learner Assessment and Certification and 
Education Management Information tem activities of the CEPPES 
project. In carrying out these activities, the officers will ensure 
local/comununity participation and ownership, 








rra 







Qualifications: Post-graduate degree in education with a minimam of 8 to 
10 years experience in the areas relevant to the project. 


inisininininiciinnte: 


Demonstrated ability in education project management, negotiating with 
counterparts, proficiency in English, excellent analytical and reporting 
skills, and ability to function in a multicultural and difficult environment, 


F 


To apply, please send cover letter and CV to: 
The Administrative Officer, UNESCO PEER 
PO Box 30592 

Nairobi, Kenya 

Fax: 254-2-622324 

E-mail A. Bhandaritiunesco unor org 


Pira 


Deadline for the applications: 20 February 2000 
Only short-listed candidates will be acknowledged 


A SUAS AS (ASA eS pA yA AAA As Ast AL 


l 





a 


CSMG 


Telecommunications/Internet Strategy Consultants 


London/Cambridge, MA 









The Inter-American Development Bank, the largest 
regional multilateral development institution, based in 
Washington, DC, is how reviewing candidates for the 
position of: 












Attorney 


Provide legal advice to Bank management, departments, offices, 
committees,.and staff on Bank private sector lending operations. As 
project counsel, participate in the planning, analysis, processing, 
negotiation, execution, and administration of project finance 
operations, prepare/interpret the legal documentation involved, and 
monitor the legal work contracted to outside legal counsel. 


REQUIREMENTS: Education: Juris Doctor, LL.B., or equivalent 
degree from an accredited law school in a Bank member country; 
admission to practice law in at least one Bank member country, 
and essential knowledge of both civil and common law are 
required. Graduate degree in law or related field is preferred. 
Experience: At least three years of professional legal experience 
at the national or international level since earning law degree. 
Languages: Proficiency in English and either. Spanish or 
Portuguese is required. Interested applicants should send cover 
letter and resume (in duplicate), by March 3, 2000, including 
salary requirements, to: 





















Inter-American Development Bank, Stop E0507 
Code: NR-ATTORNEY-TE1 
1300 New York Avenue NW, Washington, DC 20577 USA 
or FAX (202) 623-3014. 


As a reflection of its commitment to its borrowing. member 
countries, the Bank may require staff to accept assignments ‘in 
both country offices and headquarters. Only applications which 
best match the requirements of the position will be acknowledged. 
The IDB encourages gender equality in its hiring practices. 
















Highly Competitive Salary 


New technologies, evolving markets, expanding customer needs, regulatory changes 
and global competition have combined to create an environment in which the course 
forward is difficult to chart and even more difficult to follow. 








Cambridge Strategic Management Group (CSMG) is a highly respected strategy 
consulting firm advising telecom and high-tech companies. We provide our clients 
with strategic direction based on detailed analyses, a sound understanding of the 
industry and clarity of vision, Our global client base includes wireline /wireless, 
Internet and voice/data operations in local, long distance and global markets as well 
as major equipment vendors, infrastructure developers and software providers. f 
CSMG works extensively throughout Europe, North America, Latin America, Asia and 
Australasia. 













Cambridge Strategic 
Management Group 


As a company experiencing explosive growth, we need outstanding individuals to 
fill Analyst and Associate positions in the U.K. and America, As an Analyst you will 
have a strong academic record as well as excellent problem solving and analytical 
skills plus a minimum of two years of strategy consulting or relevant industry 
experience. Associates will, in addition, possess proven communication and 
presentation skills and preferably an MBA from a top business school. 


Our mission is a clear one: 


help our 
igh~-technology 
ients outperform 
their competitors. 


if you possess the skills, drive and clarity of vision to succeed, please send your CV 
and current salary details to: 


UK Office: 
Recruiting, CSMG, Pentagon House 
52-54 Southwark Street 
London, SET TUN 


E-mail: recruiting@csmg.co.uk 


US Office: 
Recruiting Co-ordinator, CSMG 
One Memorial Drive 
Cambridge, MA 02142-1311 


E-mail: recruiting@csmgusa.com 


www.csmg.co.uk www.csmgusa.com 
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: ae Manager 
A International Student Identity Card 


1sic (ISIC) 


| The Position 

PAS a result of exciting organisational growth, we are seeking a highly 
motivated semor manager for the ISIC. The ISIC Manager will work with our 
international team based in Amsterdam. 


For. 30 years the ISIC has provided travel and cultural benefits to students. 
Sk Over four million ISICs are now distributed each year through our network of 

/ Licensed Authorities in 92 countries. The INC Manager will be pore for 
strategic development and brand management of the ISIC, and ancillary 
products, management of the production and international channel 
distribution network, and marketing support. Working with fast-growing 
niche specialist travel companies, the ISIC manager will represent the ISIC to 
industry and other authorities. 


«fo Your Profile 

“The successful candidate will join us at senior management level. We are 
| looking for 
Experience in brand management and distribution systems 
Excellent business and financial acumen 
Excellent written and communication skills 
Enthusiasm, and a commitment to the highest professional standards 
Awareness and interest in new communication technologies and electronic 
delivery mechanisms 
iTe: Experience of working in an international environment 






























+. 


s... 


individuals looking for a challenging and varied position with an international 

organisation, and who want to be part ofa young and dynamic team, may 

: find. further details at wwww.istc.nVisicmanager, The ISTC offers a competitive 
i ose salary and benefits package. 


Reply by Thursday 17 February to: 

David Jones 

Director General 

International Student Travel Confederation 

Herengracht 479 

1017 B5 Amsterdam 

The Netherlands 

Fax +31 20 421 28 10, E-mail: istcinfo@istc.org, Web: www.istc.org 


is 
London 
EUROPEAN 
BUSINESS 


SCHOOL 


Situated in the heart of Regent's Park, the European 
Business School London is a private institution 
of higher education established in 1979 as a centre 
“of excellence in international business and 
management education. We offer a range of five BA 
: (Hons) degrees in European and International 
:| Business Studies, producing graduates with a 
uniquely international business perspective. 


Academic Director 


SR AHEOR ECHO EEHEHHREETONEH HEHE OHS OEOREEHOD 


Salary dependent upon qualifications and experience 


Due to the retirement of the current postholder, we are 
_ seeking an outstanding individual to lead and manage the 
academic life of the School, playing a major role in 





formulating the policies and strategies which will shape the 
School's future direction. 


You should have a strong academic background, preferably 
at Professorial level, coupled with considerable experience 
at a senior level within academic institutions. We are 
looking for someone with a dynamic outlook and 
exceptional people skills to reflect and represent the culture 
of the School. A thorough knowledge of international higher 
education and experience of dealing with international 
| students is essential. 


: Applicants may contact Prof. Eric de la Croix, Academic Director, for 
an informal discussion on 0171 487 7612 or apply by CY stating 


“current salary to the Personnel EBS London, Regent's 
College, Inner Circle, Regent’s Park, London NWI 4NS. 


|. Closing date: 3 March 2000. http:\www.regents.ac.uk 
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Zukunft 
Schweiz. 


The Stiftung Zukunft Schweiz has sconicdatsionet 
by a number of Swiss companies as a vontribution 
towards ensuring Switzerland's future as a centre ; 
of industry: and innovation. The aim of the 
foundation is to develop new appraaches. and: 
solutions to the social and economic challenges of 
the future, anë to bring them into the public arena. 
To do this, the foundation will gather ‘information, 
perform analyses and prepare documentation for 
decision-making, The i 


Director 


will be responsible for. the. management of the 
foundation and the progress of the individual 
projects. He or she will head a small team of highly 
competent project co-ordinators, and be supported 
by an Advisory Board made up of sexperts and. 
specialists with first-class international reputations. 
The Director will also maintain close ratations with 
research institutes at home.and abroad... 






































For this challenging position, involving research, 
management and representational functions, we 
are seeking a person with a business or academic 
background, a proven performance record and 
excellent international contacts. Tha successful 
candidate will have a lively interest in the Swiss 
economy, Swiss politics and Swiss saciety, and be 
able to make use of excellent communication skills 
to convey complex issues convincingly. A highly 
competent, professional approach te the media, 
leadership abilities, experience of project. 
management and good knowledge of German, 
French and English complete the profile required: 


ce 


Please address applications, and any enqui : 
to Thomas Knecht, Managing Directos McKinsey & 
Company, Alpenstrasse 3, CH-8065 Zurch, telephone: 
++41 1876 85 00. All enquiries and apolications will 
be treated as absolutely confidential. : 


The Stiftung Zukunft Schweiz is sponsored by ABB, Credit 
Suisse Group, Groupement des Banquiers Privés Genevois, 
Jacobs AG, Kuoni, McKinsey, Nestlé, Novartis, Roche, 
SAirGroup, Sulzer, Swiss Re, UBS, Zurich Firancial Services. 






Better training for better trading 


CHIEF EXECUTIVE 


£67,500 to £75,000 Simpler Trade Procedures Board Central London 






SITPRO is. the DTI's public interface on trade facilitation. It helps and encourages business to trade more effectively 
by simplifying, automating and streamlining the processes and documentation associated with international trade. 
Ba it seeks to improve the competitive position of UK traders, by promoting best practice through offering business 
solutions including publications, training ete. 


A new Chief Executive is required, who will be keenly committed to supporting UK business in successful and cost 
effective international trading. You will need sound experience of the international trading environment and a good 
understanding of the pressures and priorities involved in such work. You will need to be able.to contribute a great 
deal to. policy making and strategy development across domestic and European trade bodies.and standards, and will 
need extensive command of the relationships, protocols and. procedures adopted by the EU and UN. 


With excellent high level communications, presentation, consensus building and management skills, your organising 
ability will have been proved over several years’ experience in international trade. You will be ‘expert in harnessing 
the potential of the information society, Good knowledge of French, or an alternative second main European 
language, would be desirable (although not essential). 


This position is offered on a fixed-term basis of up to 4 years. 


For more details and an application form (to be returned by 17th February 2000), please write to Capita RAS, 
Innovation Court, New Street, Basingstoke, Hampshire, RG21 7JB or telephone 01325 745170 (24 hours) or 
fax 01256:383786/383787. Internet: http://www.rasnet.co.uk/ Please quote reference B4794. 


















The DTH is an equal opportunity employer. Its policy is ta provide equal opportunity for employment, career development and 
promotion to. all who are eligible, on the basis of ability, qualifications and suitability for the post irrespective of gender, 


sexual orientation or ethnic origins. 









Senior Economic Adviser Ofte] 


London £45,000 ~ £50,000 Office af Telecommunications 





OFTEL is at the forefront of developing regulatory frameworks to deliver consumer protection and fair competition in the rapidly 
changing. world of telecornmunications. 







Working within OFTEL's Compliance Directorate, you will be part of a multi-disciplinary project team, taking the lead in providing 
economic analysis in investigations of anti-competitive behaviour. You will also provide economic input on a range of other issues 
including policy development, broadcasting, convergence, UK and EU Merger/Joint Ventures in the telecoms arena, 







Educated to degree level, preferably Masters’, you will have at least 5-6 years’ experience working in government, consultancy, 
industry or financial institutions. You will have a sound grasp of the principles of industrial economics and the economics of 
competition. You will also possess excellent interpersonal skills, including the ability to translate complex economic arguments to 
non-specialists, Proficiency in managing the work of other economists is also important. An understanding of accounting, corporate 
finance and competition law would be advantageous. 









There are also vacancies for Economic Advisers (salary range £34,000-£40,000), criteria as set out above except your degree will be 
supported by at least 3 years’ non-management experience. 





This post is offered on a five year fixed term basis, with the possibility of extension or permanence. A higher salary may be available 
to an outstanding candidate: Excellent benefits include pension scheme, 27 days annual leave, subsidised restaurant and gym. 
OFTEL's economists are members of the Government Economic Service and are part of the Department of Trade and Industry Group. 








For more details and an application form (to be returned by 18th February 2000), write to Capita RAS, Innovation Court; New Street, 
Basingstoke, Hampshire RG21 7JB or telephone 01325 745170 (24 hours} or fax 01256 383786/383787. 
Internet: http://www.rasnet.co.uk Please quote reference B4797. 


OFTEL } l opportunity employer O i P 
A a CAPITA RAS 







INVESTOR IN PEOPLE 
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i The World Bank, the International Monetary Fund, 
and the Brookings Institution are pleased to sponsor a conference on 


rging Markets in the New Financial System: 
Managing Financial and Corporate Distress 


March 30~ ~ April 1, 2000 
Hamilton Park Conference Center, Florham Park, N] 


; his conference offers a unique setting to monitor the development of 
| financial markets in developing countries by bringing together senior 

A. stakeholders in these financial systems. The corporate and financial 

. restructuring process in Southeast Asia provides the backdrop for this 


“year’s conference. 


Participants will discuss this process, explore which type of efforts have worked 
best, and draw lessons for the future, Other featured topics include: 
+ Prospects for Private Capital Flows to Developing Countries: 
The Aftermath of the Crisis 
Post-Crisis Changes in Private and Sovereign Risk Management 


Additional contributors include Barents Group, Deutsche Bank Group, 
J.B. Morgan, Morgan Stanley Dean Witter, and Thomson BankWatch. 


| An agenda and registration materials are available at www.worldbank.org/ 
) html/fpd/cmd/conference/. The registration deadline is March 1, 2000. 


For further information, 
please contact Sarah K. Johnson via fax at +1-202-522-7105 
or via email at sjohnson4@worldbank,org, 








The MIT Department of Urban Studies and Planning and the Special. FC 
for Urban and Regional Studies of Developing Areas (SPURS) annou 
four new workshops offered at MIT, Cambridge, MA, USA between. 
June 19 and June 30, 2090. Designed for professional planners, enviro 
mental design professionéls, government officials, and university faculty.: 


DEVELOPMENT WORKSHOPS | 
PLANNING FOR RESOURCES, COMMUNICATIONS AND 
CHANGE IN DEVELOPING COUNTRIES : 


* New Information Technologies for Planning an 
Community Decision Making 
(June 19-23) 
Water and Sanitation Infrastructure Planning i in 
Developing Countries 
(June 19-30) 
Small Firms, Local Economic Development, an 
Regional Planning 
(June 19-23) 
Urban Conservation: Revitalization issues and , 
Practice 
(June 26-30) 


http://web.mit.edu/spurs/www/ 
Contact: Nimfa de He Massachusetts Institute of Technology, Rm, 10- 
77 Massachusetts Ave.; Cambridge, MA. 02139. USA. : 
Phone: (617) 253-5915 Fax: (617) 258-0382, Emaii: nväeleon@mit 


Republic of Kenya 


Communications Commission of Kenya 
Notice of Tender 


Communications 


Invitation To Participate in the International Tender of Licenses 


oE Kenya To Construct and Operate Regional Telecommunication Networks in Kenya 
The Communications Commission of Kenya (CCK) invites experienced operators of fixed and mobile telecommunications systems to participate in a En process 
‘that will result in the award of eight Regional Telecommunications Operator (RTO) Licenses. 


| The Kenya Communications Act, 1998, established a framework for the liberalisation of the telecomumunications sector in Kenya. The Government wishes to secure 
~ the provision in Kenya of Regional Telecommunications Operators in order to stimulate competition and encourage expansion in the sector. The award of eight © 


regional licenses is expected in July 2000. 


| Operators will be licensed by the CCK to operate both local and regional long-distance carrier systems within the licensed region and to provide local exchange 
|) basic voice services, inter-exchange basic voice services, and regional (limited) long-distance basic voice carrier services. 


„The eight telecommunications regions established by CCK are as follows: 


Region Population (1998 cst.) 
Western Telecoms Region 3.0 Million 
Nyanza Telecoms Region 5.1 Million 
Coast Telecoms Region 2.4 Million 
North Eastern Province 44 Million 


“One Regional Telephone Operator license shall be awarded per region. 


~ Telecommunications operators are invited to participate and to request tender material from the CCK. To be eligible for award, prospectiv 


Region ~~ Population (1998 est.) 
Eastern Telecoms Region 

Central Telecoms Region 

North Rift Telecoms Region 

South Rift Telecoms Region 


e- bidders should, at the - 


time of final bid submission, provide evidence that the minimum annual turnover of the bidder consortium exceeds US$ 10 million and that the number of 
telecommunications subscribers managed by the bidder’s network exceeds 10,000 subscribers. In addition, and in accordance with Government Sector policy, at 
least sixty (60) percent of the equity participation in the consortium must come from Kenyan nationals. 


Tender packages may be obtained from the CCK from February 10-21, 2000, by writing to the Director General and referencing Regional Telephone Operator 


‘| Tender (No.001) and upon payment of a non-refundable sum of US$ 500. 


Director General 
Communications Commission of Kenya 
4th Floor, co Place 


roe Box No. 14448 
Nairobi, Kenya 


weg 





Our relationships with clients are built 


on sound principals that produce results. 


Meet our newest. 


Towers Perrin is pleased to announce that, based on recognition by 
clients and peers, the following individuals have been promoted to 


Manuel Almagro Hartford 
Stefano Antonelli. Milan 
Simon Ashbourne Toronto 
Steven J. Attard Malaysia 
Cynthia M. Beauregard Dallas 
Theo Berg Amsterdam 

Marco Boschetti London 
Christiane Bourassa Montreal 
Wiliam A. Branch Los Angeles 
Lori A. Brown. Parsippany 
Patricia C. Budrow Mississauga 
Ferdia Byrne Paris 

Ignacio Cano Mexico City 
Barry N. Carleton Philadelphia 
Mark E. Clatterbaugh Philadelphia 
David M. Cohen Los Angeles 
W. Randy Colbert ‘Toronto 
Thomas R. Corcoran Hartford 
David J. Crawford ‘Toronto 
James B. Curtin, Jr. New York 
Michael $. Davies Cape Town 
Sally Defelice Parsippany 
Demetris Demepoulos Toronto 
Simon Desrochers Paris 
Raymond Dowling Stamford 
Elaine M. Evans San Francisco 
Ricardo Figini Buenos Aires 
Mark T. Flavin Chicago 

B. Angela Franklin Toronto 


Principal within the firm: 


Janet T. Fuersich New York 
Michael E Gregorio Stamford 
Stephen D. Hallowell London 
Kathryn E. Hastings Parsippany 
Christopher H. Hatch Toronto 
Torsten Haupt Frankfurt 

Daniel ©. Hemingway New York 
Carol A. Henrich Valhalla 
James W. Hole Philadelphia 

W. Daniel Holland San Francisco 
Jeffrey M: Horn New York 

Júla A. Humphries Aclanta 
David A. Kaplan San Francisco 
David E. King Houston 

Julio H. Koch Madrid 

Ronald T. Kozlowski San Francisco 
Chery! A. Krueger Chicago 
David W. Later Chicago 

Gary R. Lawrence Atlanta 
Viviane G, Levy Buenos Aites 
Mark A. LoGiudice Voorhees 
Alison Lowe Seattle 

Stephen H. Lynch Philadelphia 
Howard Markman New York 
Tanya l. Mayer New York 

John W. Menapace Philadelphia 
Christopher A. Michalak Chicago 
Michael L. Milins Toronto 
Danilo E. Mino Buenos Aires 


lowers Perrin 


BUILDING RELATIONSHIPS s PRODUCING RESULTS” 


William T. Moore Calgary 
William R. Murray Chicago 
David J. Oakden Toronto 

Juan C. Olabarrieta Madrid 
Adelaide L. Olander Cleveland 
Scott N. Olsen New York 

Bart Palamara Philadelphia 
Gavin N. Palmer London 

Alain Perreault Montreal 

Alain Polleux Paris 

imelda Y. Powers Philadelphia 
Shelley L. Pryor St. Louis 
Jennifer L. Robinson London 
Zoltan P. Rosenfeld Buenos Aires 
Don C. Rountree Atlanta 

Mark V. Saunders Hong Kong 
Elizabeth D. Shelly Chicago 
Nathan H. Staff Atlanta 

David B. Sommer San Francisco 
John D. Southwell Toronto 
James R. Sowers Houston 
Roland A. Stolisteimer Stamford 
Joerg Stolzenburg Frankfurt 
David N. Suchsland Philadelphia 
Michael J. Turk Cleveland 
Helmuth L. Uder Frankfurt 
Walter R. Williams New York 
Katherine A. Woodall San Francisco 
Sheng Yu Hong Kong 


Management consultants helping organisations execute their business strategies through innovative, 
cost-effective approaches to managing people, performance and risk. 


Towers Perrin: over 8,000 people serving clients through 80 offices around the world. 
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The contender 


E WAS expected to win this first real con- 

test, but in a close race. John McCain’s 
victory in the New Hampshire primary was 
crushing: he defeated George W. Bush, long 
deemed certain to gain the Republican nomi- 
nation, by a wounding 18 percentage points. 
The press hailed this always-hoped-for upset: 
praise be, a new face for the front page. But 
Mr McCain represents much more than that. 
Given half a chance, he could bring some use- 
ful political upheaval. 

In a race that is being fought essentially 
over the Clinton legacy (see pages 17-19), Mr 
McCain appears as different from the incum- 
bent as it is possible to be. His demeanour is 
upright, even noble. He has a hero's past. Words such as “self- 
sacrifice” and “principle” fit easily on him. Audiences are sur- 
prised, even shocked, by his candour. At the centre of his 
campaign is a drive to reform America’s election-finance laws, 
those same laws that Mr Clinton (with Al Gore, his heir ap- 
parent, assisting) flouted so routinely on his way to the White 
House. Mr McCain represents cleanness in every respect, 
from financing of campaigns to an almost pathological aver- 
sion to lying, even to journalists, Small wonder that his sup- 
porters see him as the knight-errant of American politics, 
bravely aiming his lonely lance at special interests and politi- 
cal establishments of every conceivable venality. 

He is also a conservative Republican, lest that be forgotten, 
with a perfect voting record in the Senate on issues dear to 
conservatives’ hearts. Although voters may not particularly 
care to notice, Mr McCain is the antithesis of Mr Clinton not 
just in terms of character, but on issues such as deregulation 
(fiercely for it) and abortion (guardedly against it). He differs 
markedly on foreign policy, too. Where Mr Clinton, at least 
until the past year or so, had to be prodded to take a reluctant 
interest in what the outside world was doing, Mr McCain has 
said he wishes foreign policy was the only issue in the cam- 
paign. No shilly-shallying from him if he reaches the White 
House: when the need arises and the cause is right, Mr 
McCain wants you to understand, he will not hesitate to com- 
mit America abroad and pay the cost. 

But can he ever be president? At this point, intriguing fac- 
tors come into play. His victory in New Hampshire has come 
as a deep shock to the Republican powers-that-be, who have 
staked everything on Mr Bush. If they look disinterestedly at 
the scene before them, they can appreciate that they have in 
Mr McCain, the Anti-Clinton, the perfect candidate to take on 
Mr Gore—who, after squeaking past Bill Bradley, now looks 
set for the Democratic nomination. Mr McCain will run rings 
round Mr Gore on campaign finance and ethics. He will ef- 
fortlessly represent him as the epitome of the bad old days. 
He will be a man without political tous, where Mr Gore and 
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Mr Bush have based their whole campaigns 
on them. 

Just as important, Mr McCain will be able 
to draw independent voters towards the Re- 
publican Party. This was the key to much of 
his success in New Hampshire. Registered in- 
dependents now account for 15% of America’s 
electorate. The Jesse Ventura phenomenon, 
whereby another celebrated anti-politician 
was elected governor of Minnesota, shows 
that they have power. But they are not inev- 
itably opposed to the two main parties: given 
a candidate who shows spirit and piques 
their interest, as Mr McCain does, they will 
vote for him despite his Republican label. 

And yet, despite all this, the Republican establishment 
has big problems with Mr McCain. For surprisingly, under the 
surface steel, they detect a soft heart on economic and fiscal 
matters: a heart that is, in fact, Clintonite, and threatens to 
pull the Republican Party in a new direction altogether. 


Another kind of Republican 


For the past two decades, especially since the Contract with 
America, the Republicans have defined themselves by their 
devotion to tax cuts. The likelihood of substantial budget sur- 
pluses has encouraged them even more: Mr Bush is offering 
$1.4 trillion-worth, intended, as Republican tax cuts normally 
are, mostly to benefit the rich. Mr McCain has other plans. He 
wants to use the surpluses first to pay down the national debt 
and to bolster Social Security, the public-pensions system. 
After that, he proposes a modest tax cut aimed mostly at the 
middle classes. 

The establishment is right: this is a proposal Mr Clinton 
would be proud of. Although the Republican Party has cap- 
tured middle-class votes before, famously under Ronald Rea- 
gan in the 1980s, it has never chosen to present itself as a party 
that cares more for the average man than for the rich. Mr 
McCain is throwing open doors across class divides as well as 
party lines, and this could shake up the Republicans for good. 

Could do; but perhaps not. For the fact is that Mr 
McCain's road out of New Hampshire is still all uphill. He has 
a shoestring organisation elsewhere, and other states are less 
likely to be impressed by what amounts to a cheeky insur- 
gency. He will enjoy the famous “bounce” for a while, of 
course. But at the end of the day the party elders are very un- 
likely to abandon Mr Bush, to whom they have already 
pledged their organisation and their money if not, entirely, 
their hearts. Mr McCain (in a metaphor he would appreciate) 
is a grenade-thrower who could conceivably win them the 
White House. But to back him requires a bravery they have 
not learned from him yet. 

*. = = 





LEADERS 


America’s amazing expansion 


In due course it will stop. Until then, one stands in awe 


T. Pres month, another record. America’s expansion 
has just entered its 107th month, making it the longest on 
record. Such longevity is impressive—though not unheard of 
(East Asia grew for decades before its crash and Japan’s econ- 
omy roared for 15 years before its bubble burst in the early 
1990s). Even more impressive is the nature of America’s boom. 

This expansion bears scant resemblance to its post-war 
predecessors, and it has flouted several economic laws. 
Traditionally in America, an unemployment rate of less than 
5.5% has triggered inflationary pressures. The jobless rate has 
been below 5% since July 1997; yet, until recently, wage and 
price pressures have been conspicuously absent. Tradition- 
ally, productivity growth has slowed as expansions have ma- 
tured, with firms obliged to draw less-skilled workers from 
the depleted pool of labour. But in this boom, productivity 
growth has actually risen as the recovery has gone on. 

This has been, in short, a most unusual expansion. Yet the 
biggest surprise may be still to come: how it ends, as it surely 
will. Only the craziest of “new economy” cheerleaders—and 
Wall Street, apparently—believe that the business cycle is 
dead. But the cycle may indeed be changing. Inflation has 
been the trigger for nearly all post-war recessions. As demand 
has surged, wages and prices have followed. To stop them, the 
Federal Reserve has “taken away the punch-bowl” by push- 
ing up interest rates, tipping the economy into recession. That 
process explains why cautious observers, including The Econ- 
omist, complained about the Fed’s unwillingness to raise in- 
terest rates much earlier in this expansion. But, thanks largely 
to two huge slices of good luck, in the form of Asia’s crisis and 
falling commodity prices, these concerns proved premature. 
They are now back with a vengeance. The economy's pace is 
producing clear inflationary pressure, with the core con- 
sumption deflator rising at an annualised 2.1% in the fourth 
quarter of 1999, the fastest for almost five years, and employ- 
ment costs up by 3.4% in the year to the fourth quarter. 
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Given this, the Federal Reserve was bound to raise short- 
term interest rates this week—and it would have been wiser 
to lift them by more than the quarter-point that it opted for. 
More rate rises are sure to be needed to rein in demand. And 
it is possible that this will mean the expansion dies a con- 
ventional post-war death after all. 

Yet a different demise is also quite possible—one that has 
little to do with inflation. Its antecedents lie in pre-war peri- 
ods of technological innovation. Then, booms ended in busts 
when bubbles of undue exuberance popped, exposing un- 
derlying economic fragilities. Investment and borrowing that 
had seemed reasonable when asset prices were soaring sud- 
denly became millstones round the economy’s neck. 

The parallels between America in the 1920s and the 
1990s—rapid technological innovation, booming investment, 
dizzy asset prices—are uncomfortably clear. And it is not hard 
to find the imbalances that might trigger the shift from boom 
to bust. Personal saving is low and falling, as consumers 
spend their stockmarket gains. Debt levels, both corporate 
and personal, are rising fast; they seem tolerable only if one 
assumes that asset prices stay very high. With a current- 
account deficit near 4% of pp, America remains dangerously 
reliant on foreigners’ willingness to buy dollar assets. 

The risks of a bust are real, and the prospect is unnerving: 
the two closest previous examples—America after 1929 and 
Japan after 1989—were not pretty. But history need not repeat 
itself, for sensible policy can stop a bust turning into a slump. 
Fiscal policy is in good shape; so long as the budget surplus is 
not frittered away by new spending or big tax cuts, it offers 
plenty of firepower should private demand suddenly plum- 
met. Under those conditions, looser monetary policy could 
also be a useful tool. Firmer action than the Fed has taken to 
cool the economy (and dampen exuberance) now, however, 
would make sense: with luck, it would lessen any burden 
placed on such remedies later. 















Nil return 


The Northern Ireland peace process is in trouble again. This time the fault 


lies squarely with republicans 


HIS week’s news from Ulster elicited the usual, and 

characteristic, combination of weariness and dread. As 
The Economist went to press it seemed very likely that the 
British government would suspend the province’s gov- 
ernment, and go back to running Northern Ireland directly 
from London. Bringing all sides into the same government— 
Catholic nationalists and Protestant unionists, paramilitaries 
and politicians—had been the great achievement of the peace 
process up to now. The breakdown is a dangerous setback. 

The peace process is crumbling because the ira has so far 
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refused to decommission any of its guns and explosives. As 
part of the agreement that created the new government in the 
province, Sinn Fein, the 1ra’s political arm, led both the 
unionists and the British government to believe that move- 
ment on decommissioning would have happened by now. 
Only on this understanding was David Trimble, leader of the 
Ulster Unionists, able to persuade his party to retreat from its 
earlier position of insisting that it would never sit in gov- 
ernment with Sinn Fein unless decommissioning was already 
under way (itself a retreat from the position that decommis- 
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sioning would have to be completed first). Since December 
and, Sinn Fein has been in government. Despite that, no arms 
have been decommissioned—and the tra, by the way, has yet 
to make an explicit declaration that it is henceforth commit- 
ted to exclusively peaceful means. Let there be no doubt 
where the fault lies: the republicans have failed to deliver. 

Apportioning blame, however, gets you only so far. The 
difficult question is, what happens next? Pragmatists urge fur- 
ther flexibility, as they call it, on the unionists’ side. On the 
face of it, they make a strong, if dispiriting, case. It is correct to 
argue, for instance, that in itself decommissioning would do 
little to improve security in the province. Existing weapons 
are easy to hide and new ones would be easy to obtain: it mat- 
ters more, as the republicans rightly say, that their guns are si- 
lent than that their weapons dumps remain intact. Decom- 
missioning could be (and may yet be) an empty gesture. For 
lack of any such worthless thing, why bring this promising 
new government down, and gamble on a return to the bloody 
horrors of the past 30 years? 

One answer, for those who worry about what is right as 
well as about what is expedient, should be obvious. It is re- 
pugnant in a democracy that political parties should retain 
private armies. The guns may be silent, and yet—this is an im- 
portant point about guns—they still speak volumes. The tacit 
threat that they might be used, the reminder that, as Gerry 
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Adams once put it, “they have not gone away, you know”, 
stands as a mighty political fact. This is precisely the threat 
that republicans are now deploying in the hope, presumably, 
of extracting further concessions from the urionists. Republi- 
cans do not need to accept the Good Friday Agreement as the 
end of their ambitions, but they do need to commit them- 
selves credibly to exclusively peaceful means for securing fur- 
ther change. It is not outlandish to see a refusal to budge on 
decommissioning as a refusal to make that commitment. 

So should one be expedient, and indulge the republicans 
in their refusal to make any gesture that smacks to them of 
surrender—and thereby stretch out this peace, maybe indefi- 
nitely? Or should one insist on what is right. and dice with a 
speedy return to violence? It would be a hard question, were 
it not that the pragmatic course suffers in fact from a serious 
practical flaw: the chances are, it cannot be done. David Trim- 
ble has already moved very far out on a limb. His party is un- 
willing to go farther. If the British government chose to keep 
the new executive going regardless, Mr Trimble’s leadership 
might be tested beyond endurance—and his replacement 
would be a hardliner. Peace does not lie that way. 

For as long as the ira fails to make a start on decommis- 
sioning, or otherwise fails to pledge itself credibly to exclu- 
sively political means, the peace process is in trouble. If the 
IRA really does want peace, it can and should give way. 





Hail to the chief tourist 


The timing of Bill Clinton’s trip sends India and the world the wrong message 


OMETIMES even a lonely president, keen to get out and do 

something, would do better to stay at home with the dog. 
Bill Clinton has long wanted to visit India before he leaves of- 
fice. His five-day trip next month will be the first by an Amer- 
ican president since Jimmy Carter visited briefly in 1978. 
What a shame to leave it so long. The United States may be 
the world’s most powerful democracy but India is its biggest. 
India is also a great country, with a proud civilisation, which 
is modernising its state-strung economy and looking for ways 
to boost trade. It has a big role to play in a dangerous region, 
as well as considerable influence among developing nations. 
Not quite two years ago it showed its prowess and startled ev- 
eryone by carrying out five nuclear tests. And that is just one 
reason why Mr Clinton’s presidential tourism is badly timed. 
Indeed, it could well do more harm than good. 

After India, followed closely by Pakistan, stepped publicly 
across the nuclear threshold in defiance of a global morato- 
rium on nuclear testing, America, among others, imposed 
economic sanctions on both countries, telling them they 
should freeze and then ultimately roll back their nuclear pro- 
grammes, sign the Comprehensive Test-Ban Treaty (CTBT), 
join the Nuclear Non-Proliferation Treaty (Ner) as non- 
nuclear powers, and cap their increasingly long-range missile 
development. Neither country, it was said, would be accepted 
into the club of official nuclear powers. Yet seen from India, 
and from countries that, unlike India and Pakistan, have ob- 
served the anti-testing norm and promised to forswear nuc- 
lear weapons, a presidential visit will amount in diplomatic 
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terms to the next best thing to general acceptance. 

And what might India give in return? Very little, it seems. 
As India dug its heels in, American officials dropped talk of 
freeze and roll-back, and most of the post-test sanctions have 
gone too. The word now used to justify a presidential pat on 
the head is “restraint”. America wants to see progress on sev- 
eral fronts: India’s adherence to the crst, a readiness to halt 
the production of fissile materials for bomb-making, restraint 
in the numbers of warheads and missiles India will deploy, 
tightened export controls on sensitive technology, and im- 
proved relations between India and Pakistan. 

India should indeed sign the crer, but doing so at this 
stage would be little more than closing the nuclear door after 
the missile had skybolted. Neither that treaty nor Mr Clinton, 
who failed to get the American Senate to ratify it late last year, 
can make the Indians desist if they wish to start serial produc- 
tion of nuclear warheads, based on the des:gns they have al- 
ready tested. They might well. Certainly, if the draft nuclear 
doctrine they floated last year is an indication of government 
thinking, India will be aiming not at tens of nuclear bombs 
for its arsenal, but at hundreds. And there is no sign that the 
dangerous missile race is being slowed by either side. 

Isn't all this hair-raising stuff an argument for greater con- 
tact with India, not less? After all, America’s diplomats argue, 
there was plenty of presidential hob-nobbing with the Rus- 
sians during the cold war, when both sides were armed to the 
teeth, so why not with India too? But there is a difference. 
Russia was America’s global rival and an established nuclear 
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power. Much of the summitry was about mutual arms limita- 
tions to make the rivalry less explosive. America and India 
have no such grand presidential agenda, though certainly lots 
for diplomats to talk about. And even technical help for India 
from America and others to make its nuclear weapons safer 
and more secure could break the ner, which forbids nuclear- 
weapons help both for non-nuclear powers and those out- 
side the treaty. 


All this, and Pakistan too 


Meanwhile the sub-continent is a fissile place in more ways 
than one. Knowing its sensitivities, Mr Clinton would also like 
to visit Pakistan, however briefly. That is made difficult by the 
military coup there last year, and also by reports that among 
the militant groups Pakistan supports against India in dis- 
puted Kashmir are the hijackers of a recent Indian Airlines 
flight. A visit just now would seem to condone both a coup 
and Pakistan’s support for terrorists. Knowing their boss’s 
determination to get to India, however meagre the likely re- 





sults, and possibly to Pakistan too, some American officials 
are trying to sell this as a “war-prevention” trip. That will not 
please the interference-averse Indians. 

In theory, there is no reason why America should hold 
better relations with modernising India hostage to those with 
failing Pakistan. Their new nuclear credentials apart, the two 
have never seemed more unalike. Yet Mr Clinton’s visit is a 
dangerous way to make the break. If pushing ahead with a 
high-profile visit to India means an equally high-profile snub 
to its rival, at a time when both America’s and India’s rela- 
tions with Pakistan are at a new low, he will be seen to be tilt- 
ing sharply India’s way. That will please India, but only exac- 
erbate military rivalries on the subcontinent. 

Rising above such difficulties, Mr Clinton has indicated 
that he wants his visit to the region, which will also take in 
Bangladesh, to be forward-looking, not backward-looking. 
Yet, however he juggles his itinerary, the message to the rest of 
the world is hardly helpful: if you want America’s attention, 
behave recklessly and build nuclear bombs. 





Austria’s rancid choice 


Jorg Haider and his party are unpleasant, but not undemocratic. If the Austrians 


want them in government, they should have them 


T WOULD have been better for Austria if one of its main- 

stream parties had been able to form a government alone 
after the inconclusive general election last October. It would 
have been better, too, if more of Austria’s voters had told Jorg 
Haider, the leader of the xenophobic and right-wing Freedom 
Party, to get lost. But the European Union’s reaction to the 
prospect of the Freedom Party joining a ruling coalition has 
been hypocritical and wholly disproportionate to Austria’s 
supposed offence in seeking to build a stable government 
backed by a majority of the voters. There is nothing in the Eu’s 
constitution, in letter or spirit, that says its members should 
exclude from office even extreme nationalists, so long as they 
are democratic and act within the law. Nor would such exclu- 
sion be wise. Hectoring from abroad—the United States has 
been doing it too—is precisely what bolsters flag-wavers like 
Mr Haider, who likes to present himself as a champion of 
“plucky little Austria”. 

Certainly, Mr Haider is a crude populist. He has only re- 
luctantly come round to Austria’s membership of the eu and 
he is loth to see ex-communist countries from the east wel- 
comed in. He wants to curb immigration, has used some crass 
language about foreigners and talks of the threat that outsid- 
ers pose to Austria’s identity. None of this is noble. He has also 
made two much-quoted statements that seem far too friendly 
to the memory of Hitler, whom he now roundly if belatedly 
condemns. But, unlike other (much smaller) parties in Austria, 
Mr Haider's group has never promoted itself as neo-Nazi, nor 
has its leader expressed anti-Semitic views. He does not incite 
violence against foreigners or ethnic minorities. 

No doubt he has some nasty supporters; so do most par- 
ties. But many Freedom voters are quite respectable, espe- 
cially those who are loyal to the more libertarian tradition of 
the party, which, before Mr Haider took over, governed in co- 
alition with the Socialists in the mid-1980s. They, and others, 
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are motivated less by racism than by a belief that the estab- 
lished parties of Austria’s centre-right and centre-left have 
been involved for too long in a corrupt carve-up of power 
and patronage. At least about that, they have a point. 

There are several parties in European countries, including 
EU members, that are directly descended from communist or 
fascist parties that once condoned mass-murder. Italy’s post- 
fascists—lineal heirs of Mussolini, however much they may 
have fumigated themselves—have been in coalition gov- 
ernment, and are now accepted, on the left as well as the 
right, as part of the democratic fabric. A senior minister in 
Franco’s authoritarian regime founded an alliance that 
evolved into the immaculately centre-right, would-be Blairite 
party now ruling Spain. Communists whose forebears nour- 
ished Stalin, and have been notoriously tardy in condemning 
his crimes, today sit in ministries in France. Mr Haider may be 
no better than such people. But he is not much worse. 


Time for some Vergangenheitsbewaltigung 


All the same, in contrast to its German-speaking big brother to 
the north, Austria has been notably feeble over the years in 
facing up to its past. The mainstream conservatives were re- 
luctant to acknowledge the grubby war record of Kurt Wald- 
heim, who was Austria’s president from 1986 to 1992 after be- 
ing the secretary-general of the United Nations. Even the 
Social Democrats have been prone to portray Austrians as 
mere victims of Nazism, although their country had a higher 
membership of the party, proportional to population, than 
Germany itself. Across the board, Austrians—Mr Haider 
emphatically included—have yet to do their share of post- 
Nazi repentance. But, smelly as he is, Mr Haider is neither a 
Nazi nor a threat to democracy. If the Austrians want him in 


‘government, outsiders should not stand in the way. 
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Campaigning in Clinton 
country 


Love him or hate him, the American political landscape will bear the mark of 


Bill Clinton for some time to come 


T IS one of the hardest tasks any president 

has to perform: to report on the state of the 
country, and propose bold new ideas for it, 
when the eyes and minds of the audience are 
elsewhere. As Bill Clinton delivered his state- 
of-the-union message last week, Americans 
were digesting lowa and savouring New 
Hampshire. They knew (as he knew) that his 
days of legislative effectiveness are over. 

In that narrow, but vital, sense, the Clin- 
ton presidency ended after the impeach- 
ment proceedings that capped the Monica 
Lewinsky affair, in December 1998. There 
would be no new product-launches under 
this president. Congress, like the country, 
was worn out. When the president's ene- 
mies, defeated in their efforts to remove him, 
slunk off the stage, it was clear that even his 
own party had little enthusiasm left for the 
man from Arkansas. They would limp on 
with him, and hope for a clean slate in 2000. 

Emerging victorious out of New Hamp- 
shire, John McCain was happy to capitalise 
on this fed-up feeling. He promised “the be- 
ginning of theend for the truth-twisting poli- 
tics of Bill Clinton.” But it would be wrong to 
suppose, as that view does, that Bill Clinton’s 
effect on the American scene has been only 
to make the White House a grubbier place 
and politics more dishonest. As the battle 
heats up in the first primaries, Al Gore, Mr 
Clinton’s anointed successor, is beginning to 
make a determined grab for the Clinton 
mantle he once spumed. On both sides, it is 
clear that voters and candidates alike are op- 
erating in a political landscape that has been 
comprehensively reshaped by this presi- 
dent, for good as well as bad. The election of 
2000 will be America’s verdict on him. 
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Begin with the mood of America’s vot- 
ers, It is remarkably quiescent, even for a 
country where barely a third of voters turn 
out for most elections. This is because disen- 
chantment with politics, which can be 
blamed largely on Mr Clinton, has com- 
bined with something for which he is widely 
given credit: economic prosperity. The great 
collective yawn is also one of contentment. 
In both 1992 and 1996, voters responded 
keenly to Pat Buchanan and Ross Perot when 
they lamented the loss of jobs and the evils 
of free trade. Now jobs are plentiful, workers 
feel more secure in them, and the ranters and 
ravers (though still on the scene) rate barely a 
mention in the press. 


Whose boom? 


This boom is not, in essence, Clintonian. The 
first signs of what has become America’s lon- 
gest peacetime expansion appeared in the 
third-quarter Gpr figures in 1992, just before 
Mr Clinton’s election. As far as presidents 
deserve any credit, the elder George Bush is 
entitled to more (see page 80), But the econ- 
omic good news has continued unabated all 
through Mr Clinton’s presidency: Wall Street 
at astronomical heights, unemployment at 
record lows, inflation subdued, And Mr 
Clinton has presided over it sensibly, not 
least by deciding to keep Alan Greenspan in 
charge at the Federal Reserve. 

There may yet be a downturn before 
polling day, of course. But for the moment 
the economy is Mr Clinton’s best gift to Mr 
Gore: a record that is beyond attack by any 
other candidate. Since the lowa caucuses, Mr 
Gore has begun to campaign as though he 
appreciates the fact. He now exhorts his lis- 





teners not to hazard the prosperity the Clin- 
ton years have brought them:a prosperity he 
means toconsolidate by continuing his pres- 
ident’s fiscal policies in almost every respect. 

Nor would that be a bad thing. Over his 
years in the White House, Mr Clinton, prod- 
ded by Mr Greenspan, has steadily em- 
braced the notion of balanced budgets. His 
legislative proposals when he came into of- 
fice in 1993—a vast healzh-care plan and a 
budget with a big “stimulus package” em- 
bedded in it—gave little sign that he was dif- 
ferent from the tax-and-spend Democrats 
who had gone before him. But health care 
died; the budget was scaied back; and then, 
in 1994, came the catas:rophic loss of the 
House of Representatives to the Republi- 
cans. At this point, Mr Clinton got balanced- 
budget religion. And more to the point, he 
stuck toit,even when by 1998 the budget was 
turning up bigger surpluses, at least on pa- 
per, than had ever been expected. 

Thanks to the president’s conversion, the 
fiscal profiles of the parties themselves have 
been turned upside down. By 1998 it was the 
Democrats, not the Republicans, who were 
seen as the party of fiscal responsibility. 
When the Republicans were demanding a 
huge tax cut, Mr Clinton insisted on “saving 
Social Security first” (salt:ng money away for 
the public pensions system), and did his ut- 
most to resist the lure of new spending. 

In this year’s state-of-the-union message 
his resolution has wavered a bit, not least be- 
cause the figures projected for the surpluses 
are now so large that no politician could re- 
sist them. He is going out with a flurry of 
suggestions for new domestic programmes. 
Yet his years of surprising rectitude are still 
lodged in the public mind; and in Al Gore’s 
mind, with his instinctive resistance to the 
sorts of programmes that would have made 
Democrats salivate in the past. Of course, Bill 
Bradley, with his $150-billion plans for 
health insurance, represents a fairly clear re- 
pudiation of Mr Clinton’s path (or, if you 
like, a tribute to the president's less disci- 
plined side). But his message is selling less 
well than Mr Gore’s. The automatic associa- 
tion of Democrats with profligacy has been 
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broken, and it may not re- 
emerge for a while. 

This change in the character 
of the Democratic Party is one 
Mr Clinton has long worked for. 
By the 1980s the Democrats were 
ossified: bereft of ideas, con- 
trolled by out-of-touch barons in 
Congress, and browbeaten by a 
popular Republican president. 
Mr Clinton started to take his 
party in hand. From 1988 on- 
wards, as governor of Arkansas 
and also as chairman of the 
Democratic Leadership Com- 
mittee, he laboured to move the 
Democrats away from the left 
and towards the centre. By 1992, 
he had proved that a Democrat 
could be sufficiently keen on en- 
terprise, and sympathetic to 
business and free trade, to be 
elected president after the 
party’s 12 years in the wilderness. 

Having got the Democrats thus far, Mr 
Clinton was forced after 1994 to take them 
even further. Congress had been lost, and it 
was necessary to work with the fiery new Re- 
publican majority, or die. By 1996, the party 
in Congress had shifted so sharply that Mr 
Clinton could agree to a truly radical Repub- 
lican idea, the end of the automatic federal 
entitlement to welfare. This reform, helped 
along by the booming economy, has moved 
half of all recipients off the welfare rolls and 
into work. It has been so successful that 
Americans sometimes forget how much out- 
rage Mr Clinton caused to “old” Democrats 
by enacting it. This was the moment when 
the new Democrats, so long advertised, fi- 
nally claimed the centre ground: “the vital 
centre”, as Mr Clinton proclaimed last week. 

And there they sit. By 1999, a cover story 
in National Journal asked whether there 
was truly any difference between Al Gore, 
the Democratic front-runner, and George W. 
Bush, his Republican equivalent. The com- 
mon perception—in itself a cause of voter- 
apathy—is that both parties are now the 
same, inhabiting a mushy place where “pro- 
blem-solving” is what counts and where ide- 
ology is carefully put aside. This is not strictly 
true: the Democrats remain more socially 
tolerant, the Republicans less so. But it is cer- 
tainly the case that the two leading candi- 
dates are following the Clinton model of 
capturing the middle and offering them- 
selves, without a blush, as everybody’s can- 
didate. They have seen that it works. 

Pundits still express sympathy for Mr 
Gore and his “Clinton problem”—the dead- 
weight, as they see it, of the president’s coat- 
ing of sleaze. Without doubt, Mr Gore would 
have been happier to tread in the wake of a 
man of exemplary behaviour. But he has 
more than good economic figures to thank 
Mr Clinton for. Those same pundits might 
stop to consider where Mr Gore might be if 
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Mr Clinton, years ago, had not saved his 
party by pushing it into the modern age. Ev- 
ery successful politician is a Clintonian now. 


Big government reconsidered 


Out on the campaign trail, something else of 
interest is going on. None of the four front- 
runners this year is railing against the over- 
weening power of Washington. Only Steve 
Forbes makes much of it at all. The example 
of tax cuts is instructive. To offer tax cuts 
wholesale is code for running against big 
government. But although most candidates 
are offering them now (Mr Bush in the lead 
with a massive $1.4 trillion-worth), and al- 
though the presumed presence of the budget 
surpluses makes them more attractive, vot- 
ers are surprisingly cool to the idea.One prin- 
cipal reason is that government is no longer 
the enemy it was. And the reason for that is 
the result of a battle, between Bill Clinton 
and the Republicans, that Mr Clinton was 
not expected to win. 

In 1995, still flushed with hubris, the 
House Republicans under Newt Gingrich 
closed the government down rather than 
forfeit the tax cuts they wanted. They pre- 
sumed Americans agreed with them that 
government was grotesque, but they were 
wrong. The public realised that they liked 
government—Social Security, Medicare, all 
the panoply of entitlements enshrined in the 
budget—more than they had supposed. In 
defence of their own fair share of the pie, 
they took the president's side. 

Mr Clinton’s own attitude to govern- 
ment has been interestingly convoluted. Asa 
former state governor, he was not an instinc- 
tive centraliser; he was happy to hand both 
the initiative for policy, and the money, over 
to states if they had good ideas to pursue. 
Hence welfare reform. Those who see Mr 
Bush, the governor of Texas, as a new can-do 
breed on the political scene, should be aware 


that the ground has been pre- 
pared for him by the former gov- 
emor of Arkansas. Mr Clinton’s 
defanging of the Democrats, his 
openness to devolution and 
state experiment, his lack of in- 
terest, at least after 1994, in big 
new programmes, have all had 
their effect. 

For Republican candidates, 
government has became re- 
spectable again, as long as it can 
prove itself efficient. For Demo- 
crats, alternatives to big govern- 
ment—such as social pro- 
grammes run by churches—can 
be discussed without embar- 
rassment, because Mr Clinton 
has been there first. The words 
“compassionate”, “responsible”, 
“progressive” and “tough” can 
be attached, interchangeably, to 
the sort of regime proposed by 
all four leading candidates. Gov- 
emment is presented as a much more adapt- 
able and flexible thing: as adaptable and 
flexible, indeed, as the president himself. 

But of course it is not so really. America’s 
government is a fossilised colossus, so hung 
about with lobbyists and special interests 
(read: interests of ordinary Americans) thatit 
is well-nigh unchangeable, except at the 
edges. It is a bold or naive man (Bill Bradley, 
John McCain) who suggests reforms to any 
of the larger workings of government. And 
even these men stop at one issue each, health 
care and campaign finance respectively. 

This tenderness for root-and-branch 
surgery is a result of two debacles in which 
Mr Clinton starred. The first was the loss of 
his dream, health-care reform, in 1993: a re- 
form that was just too big, and against which 
every special interest in Washington eventu- 
ally took up arms. The lesson drawn from 
this was that it was better to think smaller. 
And after the Democrats’ election drubbing 
of 1994, the lesson was underlined: the presi- 
dent was forced to think very small indeed. 

Mr Clinton's proposals since then have 
mostly been for poll-tested micro-initiatives 
that even Republicans would like: parental 
leave, school uniforms, a ratings system for 
videotapes. The key word is “incremental”. 
Forget the contentious, large-scale stuff: pro- 
mise lots of little things that may actually get 
done, and make sure they come with a 
photo-opportunity attached. Mr Bush half- 
endorses this technique; Mr Gore proclaims 
it wholeheartedly. He has leamed from hard 
experience, and he has also learned at the 
feet of the master. 


A president in boxers 

It is notjust in their policy platforms (or their 
deliberately centrist vagueness about such 
things) that the candidates owe a debt to Bill 
Clinton. The whole style of Mr Gore’s and Mr 
Bush’s campaigns is, for better or worse, 
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Clintonite; and the whole attraction of Mr 
McCain’s and Mr Bradley's campaigns is 
that they are trying to turn their backs, 
though often with difficulty, on the example 
set by the president. 

Mr Clinton came into office as a man 
who needed to be loved, and has never quite 
believed that the American people love him 
enough. Hence his reliance on focus groups, 
consultants and polling data, a reliance so 
acute that he even took a consultant's advice 
as to what to do on his holidays. (Camping 
and white-water rafting in the West. He had 
a rotten time.) Hence too his extraordinary 
fundraising, in 1996, for an election in which 
his victory was never seriously in doubt. Mr 
Clinton skirted illegality (to put the best pos- 
sible complexion on it) because his sheer 
skill at raising money was also an affirma- 
tion of the people's love, as necessary to him 
as their dollars. 

Yet his fundraising had the effect of set- 
ting a precedent which Mr Bush and Mr 
Gore, at least, feel they must emulate or even 
exceed in order to reach the White House. 
The disheartening fact is that they may be 
right. Even the would-be-purer candidates, 
Mr Bradley and Mr McCain, are swept up 
too in the money whirl; their viability de- 
pends notjust on having money, buton hav- 
ing heaps of it, and on raising it fast. The 
front-loading of the calendar, which puts 
most of the primaries in a bunch at the be- 
ginning of March, has not helped, but itis Mr 
Clinton’s sheer appetite for money that has 
set the depressing example. 

Itis his example, too, that lies behind the 
sort of constant spinning and repositioning 
widely indulged in by Mr Bush and Mr Gore: 
especially by Mr Gore, who has taken close 
instruction. Itis accepted as politically neces- 
sary; after every controversial comment, the 
press expects a “clarification”. But, as Mr 
McCain has triumphantly confirmed in 
New Hampshire, it does not win the hearts 
and minds of voters any more. Mr Clinton 
has given them enough mendacious slick- 
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ness to last a lifetime; they now crave 
“authenticity” and, if possible, heroism. Mr 
McCain offers everything Mr Clinton could 
not: nobility, principle, unblinking candour. 
They are lapping it up. As far as presidential 
character is concerned, America would like 
to move as far from Mr Clinton as possible. 

The president is universally considered, 
even by his supporters, to have dragged his 
office into the mire. Not all of this was his 
fault. The modern age does not reverence au- 
thority; it wants access instead. Both Mr 
Bradley and Mr Bush hesitated long before 
they jumped into the race, not least because 
Mr Clinton’s experiences suggested how 
savagely their private lives might be dis- 
sected. But most of the damage has been 
done by Mr Clinton’s own casual, if not ve- 
nal, approach. 

In his efforts to get close to the people, the 
president's conduct in his early years in of- 
fice was sometimes uncomfortably infor- 
mal. This was a president who even revealed 
what sort of underwear he favoured (boxer 
shorts). When this sort of candour went 
down badly, he tried to retreat to a higher 
and remoter plane. The signs are that voters 
now demand a man who will take the job se- 
riously, and with dignity. Many of the 
present doubts about Mr Bush turn on 
whether a man who mugs for the camera, 
rolls his eyes, jumps about and bestows 
nicknames freely is really wanted as the na- 
tion’s chief executive. 

Mr Clinton’s lack of gravitas, as well as 
his outright misdemeanours, have had legal 
consequences for the office of the presi- 
dency. It was in his second term that the Su- 
preme Court decided (in the case of Paula 
Jones, who accused him of sexual harrass- 
ment) that sitting presidents could be sued, 
even for acts committed before they came to 
office. The impeachment itself threw up the 
notion that “high crimes and misdemea- 
nours”, for which a president might be re- 
moved from office, could include lying on 
oath about adultery, which was the essence 
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of the Lewinsky case. 

Both these ideas, in the minds of many 
people, went too far. Americans discovered 
there was something to be said for protecting 
in law, and making special, the office of the 
chief executive, despite the provoking be- 
haviour of the man who currently occupied 
it. They concluded too (thanks to Kenneth 
Starr, the special prosecutor, and his discon- 
certingly detailed account of Mr Clinton’s 
antics with Miss Lewinsky), that there was a 
limit to burrowing into a president's private 
behaviour. 

Some of this greater tolerance is now be- 
ing applied to candidates merely seeking the 
White House. As soon as the press appears to 
be bearingdown on some peccadillo, such as 
Mr Bush’s possible youthful use of cocaine, 
the public seems to switch off, and commen- 
tators rush to defend the accused by sayingit 
does not matter. The appetite for pulling 
down public figures has not disappeared en- 
tirely. But, after the gorging of 1998, it is very 
much smaller than it was. 


Looking beyond the lowlands 


The kinder, muzzier political climate, even if 
not achieved in the most desirable way, 
would please this president. Mr Clinton’s 
true instinct—and his real strength—has 
been for mediation, whether between par- 
ties, races, or sworn enemies in distant coun- 
tries. Endlessly adaptable himself, he has 
never understood why others should con- 
sider themselves bound by history or ideol- 
ogy. Those who have complained, rightly, 
that this president has no spine and no core 
values sometimes overlook the corollary of 
that,a generous longing for compromise and 
conciliation. 

Mr Clinton came into office as a presi- 
dent who promised to ke all things to all 
men, rich and poor, black and white. Hisem- 
pathy across divides, whether of race or in- 
come, has always been impressive. As a re- 
sult of the president's dogged inclusiveness, 
as well as economic contentment, there are 
noangry minority voices in this race. The soft 
political middle seems as attractive to Lati- 
nos—and almost as attractive to blacks—asit 
does to whites. 

Taken together, the present election 
campaign, even in its infancy, shows clearly 
the effect of the Clinton years. The flood of 
money washing round the candidates is 
largely taken for granted. The electorate, 
basking in prosperity and with its world 
largely at peace, is fed a diet of centrist “Clin- 
tonite” themes by the front-runners in both 
parties. Fiscal responsibility and inclusive- 
ness are the order of the day. Ideology is the 
preserve of fringe candidates. Consultants 
and focus groups reign supreme. And yet, 
beyond this manicured middle ground, 
there lies a palpable longing: for a president, 
like a great rugged mountain, whom Ameri- 
cans can actually look up to. 
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Bush whacked | 
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In the Republican primary in 
New Hampshire, Senator 
John McCain trounced the 
front-runner, George W. Bush, 
by 18 points. It was the first 

| major setback on Mr Bush's 
hitherto untroubled road to 
the nomination. In the Demo- 
cratic primary, Vice-President 
Al Gore narrowly beat Bill 
Bradley. Gary Bauer, a trailing 
Christian conservative, said he 
was considering leaving the 
Republican race. 








A Kansas City newspaper 
reported that hundreds of Ro- 
man Catholic priests in 
America had died of Arps 
since the mid-1980s, and hun- 
dreds more were HIv-positive. 


Venezuela's President Hugo 
Chavez celebrated a year in 
office by shaking up his cabi- 
net, bringing in yet another of 
his former military colleagues 
as interior minister. The coun- 
try’s constituent assembly, 
dominated by Mr Chavez's 
supporters, set up a 21-mem- 
ber committee which will 
have legislative power until a 
fresh election in May. 





The long-running student 
strike and occupation of 
Mexico’s National Univer- 
sity took a violent turn. At 
least 37 people were injured 
and 248 students arrested 
when strikers were ejected 
from a university building. 


General Pinochet, detained 
in Britain since October 1998, 





may soon be home in Chile. A | 
British judge refused to review | 
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a decision by Jack Straw, Brit- 
ain’s home secretary, to release 
the general on humanitarian 
grounds, but the High Court 
will hear an appeal by Bel- 
gium and some human-rights 
groups against that decision. 


Canada’s Reform Party 
backed its leader’s plan to set 
up a new, broader party—the 
Canadian Alliance. It is aimed 
at attracting supporters of the 
Progressive Conservatives and 
thus ending the division of the 
right-wing vote that has 
helped the ruling Liberal Party. 


Haider stirs the pot 


Austria’s far-right Freedom 
Party looked set to join a co- 
alition government, to be led 
by Wolfgang Schiissel of the 


| mainstream conservatives. The 


Freedom Party’s leader, Jorg 
Haider, would stay out of gov- 
ernment. The other 14 coun- 
tries of the European Union 
threatened to isolate Austria. 
Israel said it would withdraw 
its ambassador. 





Russia’s armed forces ap- 
peared to be on the verge of 
capturing Chechnya’s capital, 
Grozny, as Chechen rebels re- 
treated towards mountains in 
the south. 


In France, lorry drivers 
blocked roads and border 
checkpoints to protest against 
the introduction of a standard 
35-hour week. 


Spain’s Socialists and Com- 
munist-led United Left said 
they would form an electoral 
alliance against the ruling con- 
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servative People’s Party in next 
month’s general election and 
would form a coalition gov- 
ernment if they won. 


Members of a new power- 
sharing council in Kosovo 
met for the first time, but 
broke apart after leaders re- 
fused to disband their own, 
alternative, civil structures. 


Amid continuing recrimina- 
tion over the opposition 
Christian Democrats’ party- 
finance scandal, Germany's 
Social Democratic president, 
Johannes Rau, was embar- 
rassed by reports of free 
flights he had taken when he 
was premier of North Rhine- 
Westphalia, Germany's most 
populous state. 


Boycott dismissed 


Japan’s prime minister, Keizo 
Obuchi, came under pressure 
to call an early general elec- 
tion after opposition parties 
boycotted controversial legisla- 
tion in parliament. But he 
seemed resolved to carry on at 
least until after July, when 
leaders of G7 countries and 
Russia are to meet in Japan. 


President Abdurrahman Wa- 
hid ordered General Wi- 
ranto to resign from Indone- 
sia’s cabinet after an official 
report implicated him and five 
other generals in mass mur- 
ders and other crimes in East 
Timor last year. 





È a eee 
Business in Bangladesh was 
brought to a halt by the latest 
in a wave of strikes called by 

the opposition against govern- 
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ment legislation designed to 
prevent street disorder. 


Peter Bleach, a former British 
army officer, was sentenced to 
life imprisonment by an In- 
dian court for airlifting 
arms to eastern India in 1996. 
Five Latvian air crew also re- 
ceived life sentences. 


More war 


UN monitors in Sierra Leone 
said that rebels in the north of 
the country continued to loot, 
murder and muzilate civilians, 
despite an agreement to dis- 
arm signed last year. 








ees 
A plane crashed off Côte 
d'Ivoire, killing 169 people. An- 
other crashed of America’s 
west coast, killing 88; two col- 
lided in Iran, killing ten. 


Uganda accused Sudan of 
failing to implement a peace 
deal agreed on in December 
by refusing to hand over ab- 
ducted children. Sudan said it 
still backs the deal. 


Police in Israel began an in- 
quiry into how the prime 
minister's One Israel coalition 
financed its viczorious election 
campaign last year. Police are 
also investigating the former 





prime minister, Binyamin 
Netanyahu, and the country’s 
president, Ezer Weizman. 


Amnesty Interrational said 
that hundreds of people who 
are opposed to peace talks 
with Israel had been arrested 
in Syria. 
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| The European Central 
Bank surprised the markets 
by raising its key interest rate 
a quarter-point to 3.25%. The 
| euro had fallen to a new low 
| of below $0.97 during the 
week, and the ecs is worried 
| that a weak currency could 
threaten inflation. 


The Federal Reserve, con- 
cerned that America’s boom- 
ing economy is triggering in- 
flationary pressures, also 
raised interest rates by a quar- 
ter-point to 5.75%. The Fed 
hinted at further rate rises in 
future. 





America’s economy began 
its 1o7th month of growth, 
beating the previous record set 
in the 1960s. Gop for the 
fourth quarter grew at an an- 
nualised rate of 5.8%. The Na- 
tional Association of Purchas- 
ing Management index 
showed growing production, 
employment and orders; and 
consumers raised spending by 
0.8% in December over the 
previous month. 





Phoney war over? 


As Vodafone AirTouch’s 
hostile bid for Mannes- 
mann neared its conclusion, 
the British mobile-phone giant 
announced an alliance with 
Vivendi, a French conglomer- 
ate, to deliver Internet content 
and services to around 7om 
European consumers, condi- 

| tional on its bid succeeding. 
Mannesmann, sensing a battle 
lost, started negotiating a 
friendly deal, the terms of 
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which might include a 49.5% 
stake and the departure of its 
boss, Klaus Esser. 


Vodafone's American mo- 
bile-phone joint venture with 
Bell Atlantic, which is ac- 
quiring GTE and its mobile- 
phone assets, said it would 
swap mobile systems valued 
at over $3 billion with Alltel. 
Swapping Alltel’s interests in 
northern states with those of 
the joint venture in southern 
states escapes some overlap- 
ping licences that the Voda- 
fone/Bell/crz combine need 
to avoid to satisfy regulators. 





Lafarge, a French building- 
materials company and the 
world’s second-largest cement 
supplier, made a hostile bid 
worth £3.4 billion ($5.5 billion) 
for Blue Circle Industries, 
Britain’s biggest cement firm. 
The deal would create the 
world’s biggest cement com- 


pany, in a fast-setting industry. 


America’s Federal Trade Com- 
mission said it would go to 
court to block BP Amoco’s 
planned takeover of Atlantic 
Richfield (Arco). Be Amoco 
dismissed the FTC's arguments 
that the merged firm would 
have too big a share of west- 
coast oil supplies; it will fight 
on in court. 


Fording ahead 


Amid rumours of big restruc- 
turing plans, Ford Motor 
Company announced that it 
was to give all its 350,000 em- 
ployees personal computers, 
as part of its plans to exploit 
the Internet to the full. 


General Motors announced 
that Rick Wagoner would suc- 
ceed Jack Smith as chief exec- 
utive at the beginning of June. 
| It also offered investors the 
chance to exchange Gm shares 
for tracking stock worth $8 bil- 
lion in its satellite business, 
Hughes Electronic, and gave | 





stock to Gm’s benefit plan. 


Toyota, a Japanese car 
maker, was near agreement 
with GM to offer Onstar, 
GM’s in-car communications 
system, in its vehicles sold in 
America. Onstar, which now 
combines a mobile phone 
with a global-positioning sys- 
tem to help drivers find their 
way home, will soon provide 
Internet access to entertain 
motorists stuck in traffic jams. 





British Airways unveiled 
new plans to improve profits 
and finance investment. The 
airline will cut its workforce 
by over 6,500 in the next three 
years; it also announced a 
new class for lesser executives, 
sandwiched between business 
and economy, and the intro- 
duction of sleeper seats for 
business-class passengers. 





British Telecom said it 
would cut staff numbers by 
3,000 as pre-tax profits dived 

| by 24% to £651m ($1.06 billion) 
in the fourth quarter of 1999. 
The news wiped 18% off its 
share price. st blamed stiff 
competition and price cuts 
forced on it by regulators. 





In the latest of a string of bad 
news for online retailers, 
Amazon.com reported its big- 
gest-ever net loss, of $323m, in 
the fourth quarter of 1999; for 
the year as a whole, its net 
loss was $720m. 





AICPA, America’s main pro- 
fessional body for accoun- 
| tants, ordered the Big Five 
| firms to introduce new mea- 
sures to ensure their indepen- 
dence. By the end of March 
| guidelines must be issued re- 








a further $7 billion of the E 


| Hispano, Spain’s largest 


| Générale, to raise its stake in 












stricting staff ownership of 
shares in companies with 
which the firms are profes- 
sionally involved. 
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Although the number of cross- 
border mergers and acqui- 
sitions was flat in 1999 com- 
pared with 1998, at 5,100, the 
value of the deals rose by 47% 
to a record high. of $798 bil- | 
lion, according to a KPMG cor- 
porate-finance survey. Britain 
was the most acquisitive 
country, accounting for $245 
billion-worth of deals, fol- 
lowed by America ($155 bil- 
lion), Germany ($93 billion) 
and France ($92 billion). 


Scots rebuffed 


Britain’s National West- 
minster bank rejected im- 
proved bids, in both cash and 
shares, from the two Scottish | 
banks that have been courting | 
it. Bank of Scotland an- | 
nounced a revised offer worth 
£23.0 billion ($36.9 billion), ex- 
ceeding Royal Bank of 
Scotland’s at £22.sbillion. 
NatWest still clings to hopes 
of going it alone. 





Banco Santander Central 


bank, with grand European 
and Latin American aspira- 
tions, said it would swap mi- 
nority holdings with Société 


the French bank to 7%; Soc- 
Gen would take 3% of sscu 
valued at €14 billion ($1.07 bil- 
lion). BscH also said it would 
add up to £500m to the £1.2 





which it has a 9.6% stake, for 
its bid for NatWest. 
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Smiling through Japan's 


adversity 


TOKYO 


: Faradarically, Japan’s prime minister could benefit from all his troubles 


NCE again, Japan seems to be 
facing paralysis. Just as Keizo 
” Obuchi, the prime minister, ap- 
peared to be rescuing the world’s 
second-biggest economy from its 
worst post-war slump, everything 
seems to be going to the dogs. Mr 
Obuchi’s. popularity is sinking ever 
lower, the opposition benches in 
ithe Diet (parliament) are deserted 
because of a boycott, the fate of a 
‘crucial budget hangs in the balance 
and all the talk is of a snap election, 
possibly as early as April 16th or 
23rd, in which Mr Obuchi’s ruling 
Liberal. Democratic Party (LDP) 
could take a battering. To cap it all, if 
election politics prevents urgent is- 
sues from being dealt with, the frag- 
ile recovery could be in jeopardy. 
Anelection may be averted, but 
Mr Obuchi’s coalition government is never- 
theless preparing for one. The lower house’s 
four-year term expires on October 19th, so a 
poll:must be called before then. The prime 
minister has apparently pencilled in possi- 
ble dates.in late July and early September. 
August is out of the question because of holi- 
days. Since late last year Lop members wor- 
-ried about winning re-election have been 
trying to ditch legislation that would make 
either their constituents or their corporate 
benefactors unhappy. Asa result, reforms in 
retailing, banking, health care, pensions, te- 





lecoms and company taxes have already 
been watered down, reversed or suspended. 

A late-summer election would suit the 
prime minister best. The main reason is the 
economy. When he came to office 18 months 
ago, Mr Obuchi staked his reputation on 
achieving growth of at least 05% (later 
changed to 0.6%) in the 1999 financial year. 
There is little doubt he will succeed (see 
chart), thanks to his enormous public- 
spending measures, which in aggregate are 
worth ¥35 trillion ($325 billion). Since they 
pump money directly into the economy 
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through schemes such as building projects, 
they should have an effect on growth. But Mr 
Obuchi will not beable to prove Japan is 
growing again until the Gor figures for fiscal 
1999 are published in June. 

Apart from waiting until then to claim: 
his glory, Mr Obuchi has another reason to 
hang on. Japan is playing host to the summit 
meeting of the G7 plus Russia in Okinawa i 
July. The prime minister intends to be in th 
chair, After scurrying around othe: 
East Asian countries offering to be 
the spokesman for the region, M 
Obuchi believes h:s opportunity to 
play the global statesman: will go- 
down well with voters. If he opted. 
for an early election. and fared 
badly, as well he might, either the. 
voters or the Lors backroom leader- 
ship could make him step down as 
prime minister. 

However, an early election 
might be unavoidable, especially if 
Mr Obuchi’s coalition were to split. 
A split had appeared likely becau: 
of conflicting promises he had mad 
to his two coalition partners, whos 
support he needs to retain his con: 
trol over both houses of parliament. 
One of his partners is the Liberal. 
Party. Mr Obuchi has promised the 
Liberal leader, Ichiro Ozawa, that as 
areward for his party throwingits lot in with 
the Lor the number of seats in the s00-strong 
lower house should be reduced by 50. The 
crucial part of the deal wasthat all 50 seats to 
be abolished would be among the 200 seats 
allocated by proportional representation 
(PR). 

Mr Ozawa, a radical conservative and. ` 
former Lop rebel who hopes to return to the 
fold, probably as the ruling party’s leader; 
wants to reduce the number of seats in the. 
lower house in this way because he believes 
it will help tocreate a two-party system in Ja- 
pan much like America’s or Britain’s. Reduce- 
ing the number of seats awarded by pr 
would reduce the chancesof smaller parties 
seeing their candidates elected, thus forcin: 
many of them to merge. 

The other party Mr Obuchi needs to woo 
if he is to keep his grip on power is the New 
Komeito, which he lured into his ruling alli- 
ance last October. The New Komeito, how- 
ever, would be badly hurt by a reduction in’ 
the number of pr seats; two-thirds of the 
party’s members of the lower house owe 
their election to pr. So it wanted the plan 
scrapped. 

The result was a compromise: to trim 
only 20 seats. This satisfied the Liberals and 
New Komeito, but miffed the Democratic” 
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Party of Japan, the largest group within the 
opposition, even though, bizarrely, it did not 
seem to oppose the outcome. In any event, it 
still joined with other opposition parties last 
week in a boycott of parliament to object to 
the seat-cutting bill. That has not, however, 
deterred Mr Obuchi. On February 2nd, with 
the opposition seats empty, the ruling co- 
alition put the bill through the upper house. 
Such behaviour is considered bad form 
in consensus-minded Japan. The opposition 
parties are now even angrier and threaten to 
continue their boycott until the government 
apologises for proceeding with the seat-cut- 
ting bill and calls an election. Will this force 
Mr Obuchi to hold a poll before the sum- 
mer? Probably not, because he may yet ben- 
efit from the rumpus. For a start, Mr Obuchi 
seems not only to have preserved the unity 
of his coalition, buying him the flexibility to 
call the election when he likes, but he has 
thrown the opposition on to the defensive. 
The main purpose of the present Diet 
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session is to pass a record ¥85 trillion budget 
for the financial year that starts in April. The 
budget is seen as essential togetting the econ- 
omy going again. If the opposition parties 
continue to stay away from parliament, they 
run the risk of a backlash. Many voters are 
afraid that the economy could stall again. 
The opposition’s boycott may also bring 
the opposition into disrepute for a more ba- 
sic reason: it risks being seen as an attempt to 
prevent debate on a crucial piece of legisla- 
tion, the budget. In the past, many Japanese 
have taken a dim view of politicians boy- 
cotting proceedings. If the opposition are 
seen to be obstructing democracy, the voters 
mightexact their revenge. They punished Mr 
Ozawa when he obstructed a budget in 1996. 
So Mr Obuchi may actually win some credit 
for putting the budget through the Diet. And 
if, after all, the opposition parties were to re- 
turn to debate it, Mr Obuchi could present 
that as a humiliating climbdown. Either 
way, it seems, he could still win. 
ies — 





Indonesia 


In search of truth and justice 


JAKARTA 


Accounting for the violence in East Timor has at last begun 


T WAS clear all along that soldiers were in- 

volved. Last September, after nearly 80% of 
East Timor’s voters chose to separate from 
Indonesia, anti-independence militias went 
on the rampage. General Wiranto, then com- 
mander of the armed forces, denied both the 
extent of the violence and the complicity of 
his troops. Once an international peace- 
keeping force took over in East Timor, two 
commissions began to investigate, one spon- 
sored by the Indonesian government and 
the other by the United Nations. On January 
31st, they issued their reports and came to 
broadly the same conclusion: the militias 
committed wholesale murder, rape, torture 
and the forced removal of thousands of East 
Timorese. And members of the Indonesian 
armed forces helped them doit. 

The Indonesian commission named 33 
people, including General Wiranto and five 
other generals, who it said should face crimi- 
nal investigations. In far-away Europe, Indo- 
nesia’s president, Abdurrahman Wahid, 
who took over last October and is at present 
ona two-week trip abroad, said General Wi- 
ranto should resign from the government. 
The general refused, waltzing into a cabinet 
meeting on February 2nd. The previous day 
he had said hisown country’s report into the 
violence was biased against the armed forces 
and contained no hard evidence. His lawyer 
said that by naming him the report had vio- 
lated his human rights. 

The defiance increased concern about 
Mr Wahid’s grip on power. This had already 
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caused Richard Holbrooke, America’s am- 
bassador to the UN, to warn any soldiers who 
might have been considering a coup to hold 
back. In fact, General Wiranto is expected to 
go. His power has already been greatly re- 
duced. A civilian has taken over his former 
job as defence minister and an admiral, con- 
sidered to be more neutral, has replaced him 
as commander of the armed forces. Nor are 
there likely to be many disgruntled military 
officers prepared to try to seize power. Mr 
Wahid is confident of that, claiming recently 





Wiranto in full employment 





that nine out of ten members of the armed 
forces are loyal to the country’s first demo- 
cratically elected government for four de- 
cades. He may be right. 

The big threat to Mr Wahid’s presidency, 
however, remains. This is not a sudden mili- 
tary coup but a sustained assault on his abil- 
ity to govern. Among those engaged in this, 
say his supporters, are not only some mem- 
bers of the armed forces but also a number 
of Islamist groups and corrupt businessmen 
trying to further their own interests. Indeed, 
Mr Wahid’s own government is so fractious 
that the sacking of General Wiranto may yet 
be seen as the least of his worries. 

The reports into the mayhem in East Ti- 
mor will add to his troubles. The Indonesian 
commission, which has bravely faced up to 
its duty, has concluded that one reason why 
only a few hundred deaths have been veri- 
fied in East Timor is that the culprits went to 
great lengths to cover their tracks. Often they 
dug up bodies and moved them to other 
places—including Oecussi, a small East Ti- 
morese enclave inside the borders of neigh- 
bouring West Timor. 

The un report may yet do more to under- 
mine Mr Wahid’s presidency. Two weeks 
ago, he sent both his attorney-general and 
his foreign minister to New York to plead 
with the UN to back away from its own ef- 
forts to bring the killers in East Timor to jus- 
tice. Not only does Mr Wahid fear a 
nationalist backlash, but he is also keen to 
build up Indonesians’ confidence that the 
country’s own institutions will be capable of 
dealing with those found guilty of atrocities. 

Unlike their Indonesian counterparts, 
the UN investigators have not named names. 
But they have voiced no doubts about the 
role of Indonesia’s armed forces, arguing that 
the orchestrated violence in East Timor 
“would not have been possible without the 
active involvement of the Indonesian army, 
and the knowledge and approval of the top 
military command”. The report calls for an 
international human-rights tribunal, to be 
held in both Indonesia and East Timor, to 
prosecute those responsible. 

Indonesian officials insist that their 
country should handle any such prosecu- 
tion. But how that might happen or what the 
penalities might be is unclear. A draft law 
which would set up a domestic human- 
rights tribunal may not be completed for an- 
other six months. In that time, Marzuki Da- 
rusman, the attorney-general, must com- 
plete his criminal investigations into the 
allegations. Many Indonesians anyway 
seem to favour an idea that has been sug- 
gested by Mr Wahid: to offer the generals a 
pardon if they are found guilty. 

Even the East Timorese independence 
leaders are divided about how the atrocities 
should be accounted for. Xanana Gusmao, 
an independence fighter who spent many 
years in jail, has said that he only wants the 
perpetrators of the violence to “recognise 
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and acknowledge their involvement”. But 
Jose Ramos Horta, another independence 
leader and winner of a Nobel peace prize, 
has a different view: “In this day and age, 
you cannot kill hundreds of people, destroy 
a whole country and then just get fired.” 

— _ Se e: 


China 
A slow move 
to justice 


BENING 


URING his visit to the United States in 

October 1997, the Chinese president, 
Jiang Zemin, was asked by reporters why he 
could not simply order the release of two 
jailed dissidents whose cases were straining 
Chinese-American relations. In his slightly 
indignant response, Mr Jiang said these 
cases were criminal matters and could only 
be “resolved gradually” ac- 
cording to law. He was the 
presidentof China “and not 
the chief judge of the Su- 
preme Courtof China”. 

Mr Jiang, however, ne- 
glected to mention that he is 
the chief of a Communist 
Party that continues, de- 
spite substantial reform 
over the past 20 years, to ex- 
ercise direct control over 
any aspect of any legal case 
that interests it. Party bo- 
dies, called political-legal 
committees, have broad 
oversight of the work of 
Chinese police, prosecutors, 
judges and prisons, and 
they frequently make their 
presence felt. Indeed, it 
looked more like diplomatic 
deal-making than textbook jurisprudence 
when, three weeks after Mr Jiang’s little law 
lecture, one of the dissidents, Wei Jingsheng, 
was packed off to exile in America. Five 
months later the other dissident, Wang Dan, 
was also allowed to leave China. Last week 
China released Song Yongyi, an American- 
based academic who was held for halfa year 
on vague charges of leaking state secrets. This 
was yet another case that had attracted po- 
litical attention and seemed to have been 
processed with as much concern for China’s 
foreign policy as for its criminal code. 

Of course, only a tiny proportion of 
China’s legal cases carry such political sig- 
nificance, and to examine its judicial system 
solely through the prism of such cases is to 
risk distortion of the bigger picture. Notwith- 
standing Mr Jiang’s dissembling, China’s le- 
gal establishment has made significant and 
steady progress towards remedying some of 
its worst inadequacies. 
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The Communist Party scrapped the ex- 
isting legal structure when it came to power 
in 1949 and did not get round to rebuilding it 
until 1979, after the death of Mao Zedong and 
the downfall of his supporters who carried 
out his cultural revolution. Since then China 
has managed toconstructa basic framework 
of laws, both civil and criminal, but it has 
also developed a solid “social consensus 
about the significance of law”, according to 
Chen Duanhong, an assistant law professor 
at Beijing University. High officials and 
newspapers alike speak frequently about 
such concepts as the presumption of inno- 
cence, the right of the accused to remain si- 
lent, and judicial independence. But legal 
practice remains sloppy, and this threatens 
to undermine the advances already made. 
One problem is corruption which, according 
to Mr Chen, is rampant and has led to wide- 
spread mistrust of the judiciary. 

New anti-corruption regulations issued 
on January 31st specify, among other things, 
that judges should not meet privately out of 





Fancy a trip to Wal-Mart, your honour? 


court with litigants. They should not take 
cases involving litigants from whom they 
have borrowed money or vehicles, or accept 
financial support “when they go shopping 
or decorate their homes”. 

According to Qiao Gangliang, a Beijing 
lawyer with Paul Weiss, an American firm, 
the fact that the authorities feel they have to 
ban these practices explicitly shows both 
how widespread they are and how deter- 
mined the party is to stamp them out. Fur- 
ther legal reforms are expected to be an- 
nounced later this year. But there remains 
one desirable change that does not look like 
happening soon. However much Chinese 
officials talk about cultivating judicial inde- 
pendence and the rule of law, they talk even 
more about law serving the needs of econ- 
omic development and political rectitude. It 
may be some time before Mr Jiang is as pow- 
erless in Chinese courts as he claims to be. 
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North Korea 


Now you're 
talking 


T WOULD be a mistake to conclude that a 

thaw was imminent. But the announce- 
ment this week that a senior North Korean 
official would visit Washington, probably in 
March or April, sounded a bit like ice crack- 
ing. April is also when North Korea is ex- 
pected to start talks on normalising relations 
with Japan. And despite some tense mo- 
ments last year, trade and other economic 
contacts between North and South Korea 
continue to grow. Meanwhile, with last 
month’s opening of diplomatic relations 
with Italy, possibly to be followed by similar 
openings to the Philippines and Australia, it 
all adds up to a pattern of diplomacy that is 
unusual for the world’s chief recluse. 

A triumph for patient diplomacy? South 
Korea’s Kim Dae Jung has used what he calls 
“sunshine diplomacy” to keep warming 
economic contacts, even though political 
ties remain much frostier, in the hope that 
North Korea will see the value in improving 
relations across the board. A similar hope 
was expressed in America’s own review of its 
North Korean policy last year, carried out by 
William Perry, a former defence secretary. 
He concluded that a “comprehensive” pol- 
icy, offering better relations so long as North 
Korea curbed both its nuclear ambitions and 
its missile sales, was the best way forward. 
Japan, too, though alarmed by North Korea’s 
test-launch of a missile over its territory in 
1998, would likewise prefer to keep talking. 

Perhaps the most hopeful development 
has been the equally unusual co-ordination 
of policy between America,South Korea and 
Japan. A trilateral group of officials now 
meets regularly to swap notes. Even more 
unusually, so do South Korean and Japanese 
officials. After decades of mutual suspicion, 
the two have held joint naval exercises. 

So is a real thaw in the offing? Unlikely 
any time soon. The southern Mr Kim has said 
that he will press for a summit meeting with 
North Korea’s leader, Kim Jong Il, after elec- 
tions in April. But North Korea still refuses all 
political talks with the South. Indeed, the 
fear in the South is that, in talks with Amer- 
ica and Japan, North Korea will continue to 
try toisolate South Korea, putting the new tri- 
lateral consensus under renewed strain. But 
even that may be to overestimate the results 
of the forthcoming diplomacy. 

The nuclear and missile issues are what 
stop North Korea’s relations with America 
moving very far forward. Although North 
Korea has kept to the letter of its 1994 agree- 
ment to freeze its plutonium production, in 
exchange for oil deliveries and two western- 
designed nuclear reactors, it shows no sign of 
explaining what it did with the plutonium it 
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had already made (and could use in a bomb). 
Meanwhile, it has demanded at least $500m 
from America for halting missile sales to 
countries such as Iran, Pakistan and Libya, 
and periodically threatens to resume testing 
its long-range missiles. In an attempt to keep 
the diplomacy going, America might remove 
North Korea from its list of states that spon- 





sor terrorism. That could open the way to 
more trade and even direct aid, but Congress 
is reluctant to give North Korea a cent until it 
mends its missile-selling ways. 

North Korea’s talks with Japan may soon 
hit an iceberg too. Past talks have foundered 
on Japan’s demand that North Korea should 
account for its alleged kidnapping of several 
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Japanese citizens in Japan. Like America, Ja- 
pan has eased some sanctions and is prepar- 
ing to offer some food aid to improve the at- 
mosphere. North Korea will happily pocket 
all that and more. But itis unlikely toown up 
tokidnapping, or drop its demand for $10 bil- 
lion compensation from the Japanese gov- 
ernment for its colonial repression. 
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Australia 


The salt that won't run to the sea 


BENDIGO 


Unsuitable farming, deforestation and too much irrigation threaten parts of 


Australia with ecological devastation 


Wi of the old gold-rush city of Ben- 
igo towards the Murray River lies a 
scene of slow strangulation by salt. Dead 
trees stick out of rivers, salt pans form on 
roadsides and the brick walls in old build- 
ings turn white as salt rises up out of the 
ground. For Terry Simpson and other farm- 
ers here, the traditional battles of life have 
been against fires and flooding rivers. Now, 
as Mr Simpson putsit, “the floods are coming 
from underground”. 

Heis referring to the apparently remorse- 
less rise of the local water tables, and to the 
salt that comes to the surface with them. 
They are destroying some of Australia’s most 
productive farmland and its biggest river 
system, and even threaten to deprive Ade- 
laide, the capital of South Australia, of fresh 
water. Mr Simpson’s farm is near St Amaud, 
a town in a catchment area that feeds into 
the Murray River. For as far as the eyecan see, 
the hills and plains are bare. Settlers cut 
down the trees for use in mineshafts when 
the state of Victoria was gripped by gold fe- 


ver in the 1850s. Farmers moved in with | 


sheep, cattle, crops and irrigation schemes. 
The result, 150 years later, is a looming short- 
age of drinkable water. 

Australia is the world’s driest continent, 
and water has always figured deeply in the 
national psyche. Some people reckon the 
only thing saving the country from invasion 
from the north—a perennial worry—is the 
fact that much of the outback is uninhabit- 
able because of lack of water. Ever since set- 
tlers started moving to the interior, Austra- 
lians have dreamed of turning coastal rivers 
inland, but only one scheme has ever been 
carried out. In a gargantuan piece of engi- 
neering, the flow of the Snowy River in 
south-eastern New South Wales has been re- 
versed, so that instead of its water being lost 
to the Pacific, it now runs through tunnels 
dug under mountains, is then used for 
power generation and ultimately goes to irri- 
gate dry inland plains. In the 50 years since it 
was undertaken, the Snowy Mountains 
scheme has been regarded as a proud sym- 
bol of Australia’s development, and of the 


26 








pioneering spirit of its people in tuming hos- 
tile elements to their advantage. Only now 
are the true costs emerging. 

The region that the diverted Snowy River 
feeds is bounded by Australia’s two longest 
rivers, the Murray and the Darling, and their 


many tributaries. The Murray-Darling basin, 
as itis known, straddles four states, Queens- 
land, New South Wales, Victoria and South 
Australia. It produces almost half Australia’s 
agricultural wealth, including three-quarters 
of its irrigated crops. But too much is being 
asked of the river system. A recent report by 
the Murray-Darling Basin Commission, the 
region’s administrative body, found that salt 
levels were rising at a more alarming rate 
than anyone had realised, thanks to tree- 
clearing, farming and irrigation. 

The cost is put at almost A$ı billion 
($638m)a year in damaged land and lost pro- 
duction; and in 20 years, says the commis- 
sion, many of the basin’s rivers may be un- 
usable even for irrigation, let alone as a 
source of drinking water. The land too is suf- 
fering. Now that so much salt is being 
pushed to the surface, it is simply staying 
there, rather than being flushed out to sea. 
For many farmers, who are allowed to sell 
some of their water to a neighbouring region 
for irrigation, their water is now worth more 
than their damaged land. 

Finding a solution is proving to be a po- 
litical nightmare. The Snowy River provides 
an example. Since its diversion, the Snowy’s 
run has been reduced to a trickle, in some 
parts to just 1% of its original flow. In Victoria 
last year, the Labor Party narrowly won a 
state election by supporting demands to in- 
crease the Snowy’s flow to 28%, mainly for 
ecological reasons. Boosting the flow, how- 
ever, could be achieved only by diverting 
water from the already over-used Murray. 
The impact might be disastrous for Adelaide, 
whose water is piped from the Murray. The 
commission says Adelaide’s water may be 
too salty to drink in 50 years. 

Ken McDougall believes the solution is a 
radical one: turning intensively irrigated 
land over to crops such as olives and grapes, 
which need less water. Mr McDougall him- 
self learned the hard way. He fell into debt 
trying to save his salt-damaged sheep-and- 
cattle farm west of Bendigo. “I didn’t under- 
stand much,” he says. Since then, he has 
turned himself into a salt consultant. 

Mr McDougall may be right. But his sol- 
ution would be expensive, and much of the 
necessary money would have to come from 
taxpayers. At present, however, few politi- 
cians seem prepared to tell farmers of boom 
crops such as cotton and rice in the heavily 
irrigated Murray-Darling basin that their 
time is up. Nature may soon do it for them. 
= 
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A NASHUA, NEW HAMPSHIRE 
- Not least his own party 


JOHN McCAIN’s stunning victory in the 

-F New Hampshire primary was a star turn. 

<- cIn an extraordinary display of old-fash- 

“joned civic engagement, he criss-crossed the 
state, holding 114 packed town hall meetings 
and speaking directly to more than 60,000 
people in six months. 

< But it is more than that. Mr McCain’s 
campaign appeals to undefined but deep 
changes in the American electorate. And he 
isambitiously seeking to redefine the Repub- 
lican Party to make it appeal to these new 
voters. Potentially, his victory could produce 
the biggest change in his party since Ronald 
Reagan redefined it a generation ago. 

It is the margin of Mr McCain's victory 
that is so compelling. He attracted not only 
three times as many independent voters as 
George W. Bush, which might have been ex- 
pected, but more registered Republicans too. 
With 49% of the vote, he came within a whis- 
ker of getting a majority in a five-man field. It 
was the biggest margin of victory in a con- 
tested New Hampshire primary since Mr 
Reagan beat Mr Bush’s father in 
1980. And Mr Reagan was not fac- 

“tag-a candidate with a record war 
chest backed by the overwhelming 
majority of the party bigwigs. 

“The stumbling front-runner 
was reduced to less than a third of 
the vote. In Iowa, his vaunted poll 
numbers had stood at 61% just be- 
fore the caucus. He got 41%. A week 
before the New Hampshire vote, 
the polls put Mr Bush at 48%. He got 
31%. Everywhere he goes, it seems, a 

“third of those who say they will 
‘vote for him do not do so. To make 
matters worse, polls are starting to 

< suggest for the first time that he 
might not win a hypothetical race 
in November with Al Gore. Since a 
large amount of his appeal is based 
on his reputation as a winner, this 
is deeply disturbing both to him 
and his party. 

In contrast, Mr McCain won 
cheering crowds whenever he 
threatened to “beat Al Gore like a 
drum”. The contrast is between a 
man who seems less than meets 
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A challenger everyone needs 


the eye, and one who says “I will always tell 
you the truth, no matter what’--and is be- 
lieved by most who hear him. 

Clearly, personality was important in 
this race. Yet the stress on Mr McCain's com- 
pelling biography obscures a no less impor- 
tant feature of his candidacy. Warren Rud- 
man, a former senator from New Hampshire 
and a McCain supporter, told the cheering 
crowds at the victory party that a “new era of 
the McCain Republican” was dawning, 
comparable to the new Republicanism of 
the Reagan years. He was, if anything, under- 
selling the Arizona senator’s ambition. Mr 
Reagan inherited much of his small-govern- 
ment philosophy from Barry Goldwater (an- 
other Republican presidential hopeful from 
Arizona). Mr McCain is defining McCain Re- 
publicanism himself. 

The constituent parts of his message are 
as follows. He proposes tax cuts that are 
modest by Republican standards, more than 
half of them targeted on the poorest taxpay- 
ers, and wants most of the budget surplus to 





go on financing the transition costs of re- 
forming the Social Security (public pensions) 
system. He is the only Republican to have. 
talked about health-care reform: he wants to. 
reduce the number of uninsured Americans’ 
by doing more to ensure that those who are 
eligible for.state medical coverage actually.’ 
receive it, and he wants to allow patients to. 
sue their HMos, though not for punitive 
damages. His plan, as he candidly admits, is. 
just “a stab at health care”, but the surprise is | 
that, as a Republican, he even mentions it 
And the heart of his programme, of course;i 
campaign-finance reform. as 
All this has caused him to be labelled a 
sort of closet Democrat ky his colleagues.: 
Certainly, there are Clintonite leanings there. 
Yet the picture is far more complex. Mr 
McCain. has one of the most conservative 
voting records in the Senate. He voted to im- 
peach President Clinton, and for every item | 
in the Contract with America. Leaning bac 
in his famous campaign bus, the Straight 
Talk Express, Mr McCain pooh-poohs the: 
notion that he is offering a new sort of Re- 
publicanism, arguing on the contrary that“ 
haven’t changed over time, though it’s tru 
the circumstances have.” ; 
His platform—an insurgency withou 
tax cuts—makes no sense in traditional Re 
publican terms. Like Ronald Reagan, he is 
running against the party establishmentand: 
isan assertive, even aggressive, internation 
alist. Unlike him, he puts secial programmes | 
before tax cuts. The nearest parallel’ 
is with Teddy Roosevelt, who 
sought to reform the institutions of | 
government at the turn of the cen-. 
tury, taking on both the robber bar- 
ons and the trade unions in the | 
process. It is this legacy Mr McCain. 
was referring to when he said, in 
his final New Hampshire speech, 
that “the Republican Party has re-. 
covered its heritage of reform.” 
Well, hardly. There is no sup- 
port in the Republican establish- 
ment for this programme. The Re- 
publican National Committee and 
the leaders in Congress regard: Mr 
McCain as an apostate, who. has 
gone from defiance. on: particular. 
issues to a frontai assault on party 
orthodoxy. It looxs like a personal 
crusade: Yet itis notas quixotic asit. 
might seem. For in seeking to rede- 
fine the party, Mr McCain is only: 
doing what the favourite son; 
George W. Bush, is also doing more 
fitfully. 
The whole party is reacting toa 
single traumatic event: the humili- 
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Mediacommentary of the week 

“Al Gore takes the stage in his buns-of-steel 
bluejeans, and the crowd gasps. asc’s Ted 
Koppel will later call the jeans “particularly 
snug”, but that does not begin to describe 
them. How tight are they? Let's just say that 
nobody. in the crowd of young voters will 
ever have to ask the vice-president 


Roger Simon, us News and World Report 
kik 

Omen ofthe week 

During a pancake-tossing contest with 

George W. Bush before the New Hamp- 
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| whether he wears boxers or briefs.” 
| shire primary, Gary Bauer fell off the stage. 
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Overworked metaphor of the week 
“John McCain gave Texas Governor 
George W. Bush a shellacking so thorough 
that he left town a whittled-down and 
sorely whipped front-runner, propped up 
by handlers and endorsers worrying big- 
time about their man’s stomach, chin, and 
heart.” 
David Nyhan, Boston Globe, Feb. and 

kik 
Website of the week 
hitp://wwwgrasspoll.com. Briggs and 
Stratton, a producer of engines for outdoor 
equipment, allows Internet surfers to view 
current or past lawns of presidential candi- 
dates and vote in categories such as “Most 
liberal use of lawn ornaments” and “Most 
likely to go dormant in the fall” on the 
ground that “If he can’t cut it at home, can 
we really expect him tocutit on Pennsylva- 
nia Avenue?” 
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Shock of the week ' 
“The last thing I remember is [looked at my 
watch and it said 212. The next thing I re- 
member was waking up on the floor” and 
wondering “why did this happen?” Bill 
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Bradley, discussing his occasional heart ail- 

ments in the New York Times 
kek 

Runner-up 

It was revealed that Bill Bradley (Princeton 

and Oxford) has an even lower sat score 

than George W.: 485 compared with 566. 
kak 

Stash of the week 

Reports filed with the Federal Election 

Commission showed that Mr Bush col- 

lected a record $68.7m in 1999, and spent a 

record $37.3m. 
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kik 
Admirable weakness of the week 
John McCain admits he is superstitious to 
the point of having lucky shoes, a lucky 
Hopi Indian feather and a lucky pin. 
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ating mid-impeachment election night of 
1998. In that vote, a sitting president man- 
aged to increase his party’s share of congres- 
sional seats in a mid-term election for the 
first time since 1934. It was clear to Republi- 
can bigwigs then that their party needed a 
fresh start. Mr Bush promised one. Last year, 
when the congressional Republicans pro- 
posed to reduce the earned-income tax 
credit for the poorest, he attacked them for 
“seeking to balance the budget on the backs 
of the poor”. He offered a new slogan, “Com- 
passionate Conservatism”, to signal his new 
style of Republicanism. 

Since the primary season began, how- 
ever, Mr Bush has said almost nothing about 
this and has campaigned instead on prom- 
ises of huge tax cuts: a return to the sort of Re- 
publicanism the party bigwigs prefer. And 
the New Hampshire result suggested that 
Mr McCain’s Populist Conservatism might 
be more compelling, in any case, than. Mr 
Bush’s Compassionate sort. That may also be 
true at the national level. Almost two-thirds 
of Republicans say that they would prefer a 
plan mixing smaller tax cuts with debt re- 
duction and Social Security reform to big tax 
cuts, 

More intriguingly, if you look elsewhere, 
there are hints that the electorate may be 
changing in ways that could help McCain 
Republicanism further. One of the most in- 
teresting electoral victories of recent times 
was that of Jesse Ventura as governor of Min- 
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nesota. Mr Ventura is another figure who 
prides himself on straight talk and whose 
policies borrow freely from left and right. 
And he created a new constituency to win. 
One Minnesotan in eight said they would 
not have bothered to vote if they had had a 
choice only between a Democrat and a Re- 
publican. In other words, he was bringing 
new voters to the polls; 52% of independents 
voted for the former wrestler, and 46% of 
voters under 30 chose him. 

Now look at New Hampshire. One voter 
in seven said they had not voted in the last 
primary; 46% of those people voted for Mr 
McCain. He won half the vote of those under 
30. And like Mr Ventura, he benefited from 
the record turnout of independents, who ac- 
counted for 41% of those who took partin the 
Republican primary. In short, some of the 
old electoral patterns are changing. Indepen- 
dent voters are becoming more importantall 
across the country. New types of candidate, 
with hybrid agendas, are winning elections 
on the strength of them. 

Yet it will take more than a primary vic- 
tory in a tiny state to make the Republican 
establishment adopt McCain Republi- 
canism. The insurgent candidate must now 
win, or come very close, in the next primary 
election: South Carolina on February 19th. 

The strategy is simple to describe, hard to 
achieve. Mr McCain can expect that his vic- 
tory in New Hampshire will cut Mr Bush’s 
poll lead in the state to 12 or 15 points. Itis fea- 


sible to close a 15-point gap in two weeks. 
South Carolina has more military veterans 
per head than any other state in the union. 
The rules of the primary allow Democrats 
and independents to vote in the Republican 
race. They may turn out for Mr McCain. In 
the past, the state Republican party has been 
a powerful machine for supporting estab- 
lishment candidates. But it is less powerful 
now, and it has lost a vital cog: the governor- 
ship is now in the hands of a Democrat. 

With the race far more unpredictable 
after New Hampshire, Mr McCain can hope 
against hope to win in South Carolina. It will 
be a huge task, but is at least feasible. The 
next primary after that is in his home state of 
Arizona. He should hold that, though Michi- 
gan, on the same day, looks less likely. At that 
point, just before March 7th, when a third of 
Republican delegates are up for grabs, Mr 
McCain could conceivably have won three 
of the first four primaries. 

At that point, the race will change funda- 
mentally. Both Republican voters and the 
establishment will face a new choice: not 
one between a flagging front-runner and a 
briefly successful maverick, but between 
two candidates slugging it out on equal 
terms. And in making this choice, the voters 
will be picking not just the man to fight Al 
Gore or Bill Bradley next November. They 
will also be choosing the future direction of 
the Republican Party. 
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The budget 
A year for 
activism ? 


IONVENTIONAL wisdom suggests that 

Congress gets little done in an election 
year. The session is short, as lawmakers are 
desperate to get on the campaign trail. Nei- 
ther side wants to cede ground on issues that 
could bolster the other’s electoral chances. 
Yet this year might, just might, be different. 

Tosee why, think back 12 months. The air 
was poisonous with the impeachment trial. 
Republicans were on the fiscal offensive, de- 
termined to push through big tax cuts, ada- 
mant that spending caps mandated by the 
1997 balanced-budget agreement must be 
adhered to, however unrealistic. Bill Clin- 
ton’s state-of-the-union message that year 
was largely devoted to stalling the tax-cut 
momentum, with lots of talk about “saving 
Social Security for the 21st century”. 

How different things are today. Both 
sides agree that the Social Security surplus 
should be reserved for financing Social Secu- 
rity. Both have timetables for paying off the 
national debt (by 2013, suggests Mr Clinton; 
2015, says Dennis Hastert, the Republican 
speaker of the House). Both sides have pretty 
much admitted publicly that the spending 
caps must be changed. 

This common framework leaves surpris- 
ing room for compromise, and in his speech 
on January 27th the president was quick to 
grasp it. His address was widely interpreted 
as a manifesto for Vice-President Al Gore. 
Filled with bite-sized tax credits for every- 
thing from long-term medical care to Arps 
vaccines, brimming with initiatives to help 
schools, working parents, deprived econ- 
omic areas, scientific research and countless 
other worthy causes, it was certainly an ac- 
tivist agenda. But it was also one that offered 
olive branches to Republicans. 

Mr Clinton proposed, for example, to al- 
leviate the “marriage penalty”, a quirk of the 
tax code that requires about 42% of married 
couples to pay more tax than if they were 
single. Reducing this has long been a Repub- 
lican priority. Within days, Bill Archer, one of 
the top tax legislators in the House of Repre- 
sentatives, unveiled legislation to use $182 
billion of future surpluses to reduce the tax 
penalty for 25m low- and moderate-income 
couples. Though the Clinton administration 
was quick to criticise the details, the poten- 
tial for compromise clearly exists. 

The president and Congress may even 
agree on a broader—though, by last year's 
standards, still modest—tax-cut package. Mr 
Clinton is already talking about $350 billion 
of tax cuts over a decade. That is not far off 
the newly lean proposals bandied around in 
Congress. A few Republican priorities (in- 
heritance-tax relief?) could be granted, in re- 
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turn for some Democratic priorities (tax 
credits for college tuition?). 

Nor need the agreement be limited to 
tax. A law to reform managed health care— 
“the patient's bill of rights’—may also be 
within reach. Both houses of Congress 
passed versions of this last year, though they 
were very different. Education, too, could see 
compromise. Mr Clinton dwelt on the need 
for more money for schools, a traditionally 
Democratic issue. The Republicans agreed 
with this, pointing out that they had boosted 
education spending last year by $500m more 
than Mr Clinton's budget had asked for. 

Other issues will prove tougher. Mr Clin- 
ton once again asked Congress to expand 
Medicare, the health-insurance scheme for 
old people, to include prescription drugs. 
Congress dismissed that proposal last year. 
Republicans have their own alternative, 
which in effect demands a complete over- 
haul of Medicare—unlikely in an election 
year. Nor will Mr Clinton get Congress to in- 
troduce a national licensing requirement for 
handguns that includes more checks on 
buyers. That is too much for many Demo- 
crats, let alone Republicans. 

Still, a combination of tax cuts, an in- 
crease in the minimum wage, more money 
for education, a patient's bill of rights and, 
possibly, Medicare coverage of prescription 
drugs, would be a big achievement. It would 
also change the election campaign. George 
W. Bush would have to rethink the wisdom 
of placing his tax-cut plan centre-stage. Al 
Gore, in contrast, could sit back and watch 
Congress act on traditionally Democratic is- 
sues, such as health care and education. And 
once again Mr Clinton would have pulled 
off a tactical masterpiece. 

——— Ea 
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LA more 


LOS ANGELES 


HE junkies cadge quarters at the inter- 

section of Rampart Boulevard and Tem- 
ple Street, but the panaderia on the corner is 
inviting, its windows stacked with Chinese 
buns and Salvadorean cream cakes. Inside, 
the baker is piping icing-sugar pictures of 
Barney the Dinosaur on to birthday cakes, to 
the accompaniment of Beethoven. Yes, says 
Robert Hansohn, commandingofficer of the 
Rampart division of the Los Angeles Police 
Department (Larp), in his office a block 
away, his officers patrol a part of the city that 
mixes cultures, and jumbles poverty and en- 
terprise, as tightly as any. Police cultures and 
enterprise not excluded, one might add. 

Rampart is Los Angeles’ most densely 
pepulated district: 375,000 people, many of 
them recent immigrants from Mexico and 
Central America, packed into eight square 
miles just west of the downtown skyscrap- 
ers. Its family restaurants, car repair shops 
and other small businesses are the founda- 
tion on which many newcomers start to 
build their American life. But too many oth- 
ers get their start in the area’s 30 gangs. 

Gang violence is a scourge in Rampart: 
over half the area’s murders last year were 
the work of gangs. A special unit, formed un- 
der an LAPD programme called crasH— 
Community Resources Against Street Hood- 
lums—monitors and polices gang activity. Its 
methods and integrity, however, have been 
thrown into question by recent allegations 
that between 1995 and 1998 several CRASH Of- 
ficers systematically planted evidence and 
then lied in court. 

The scandal broke last Seotember, when 
Rafael Perez, a former Rampart crass offi- 
cer, pleaded guilty to stealing eight pounds of 
cocaine from a police evidence store. Hoping 
to mitigate his sentence, he described to 
LAPD investigators a series of further crimes 
committed by himself and other members 
of the unit. In one case, said Mr Perez, he and 
his partner had shot a handcuffed gang 
member and then planted a gun on him. 

Following up Mr Perez’s allegations is 
taking a long time. He was involved in over 
800 convictions, and the officers he fingered 
in a further 2,500. But things are moving, On 
February ist nine convictions were over- 
turned, bringing to 32 the number of cases re- 
versed. The latest nine were the first cases not 
to involve Mr Perez directly, an indication 
that the investigative net is widening. 

The scandal has revived argument over 
the idea of a permanent non-police review 
board to oversee the Lapp. Would this im- 
prove relations with the community which 
the force must protect and serve, or simply 
harden the wall of silence that binds wary of- 
ficers together? Minneapolis and Portland 
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Officer Perez spilled the beans 


have had success with such review boards; 
New York's board has struggled. 

Captain Hansohn believes community 
relations are forged on the street. The 400 or 
soofficers at Rampartare mostly newcomers 
since the time Mr Perez wasat his dirty work, 
thanks to the rapid turnover in the division. 
But Captain Hansohn acknowledges the 
blow the scandal has dealt morale: “It'll be a 
long time before we get over it,” he says. 
SARAR "7 





The death penalty 


Illinois hesitates 


CHICAGO 


Baca of death row were breathing eas- 
ier in Illinois this week, especially those 
who may be innocent. Governor George 
Ryan, a Republican, announced that he 
would approve no more executions until a 
review of the state’s administration of the 
death penalty had been completed by a 
commission that he plans to appoint. 

Mr Ryan, who has no moral opposition 
to the death penalty and has opposed a mo- 
ratorium on executions in the past, says that 
he has lost faith in a system 


ten-year-old girl although a repeat sex of- 
fender had already confessed to the crime; 
he was freed ten years later, after a police of- 
ficer admitted lying on oath about a key 
piece of evidence. Anthony Porter, who 
spent nearly 17 years in prison and came 
within two days of a lethal injection, was 
freed when a group of Northwestern Uni- 
versity journalism students turned up evi- 
dence proving his innocence. 

The Chicago Tribune recently examined 
all the 285 death-penalty cases since the re- 
institution of capital punishment. It con- 
cluded that 40% were tainted in some way. In 
at least 33 cases, the defendant was repre- 
sented by a lawyer who was later disbarred 
or suspended. 

Illinois is not a special case. Nationwide, 
85 people awaiting execution have been 
freed after new evidence disproved their 
guilt. In 1997, the American Bar Association, 
which does not oppose the death penalty as 
such, called for a general moratorium until 
jurisdictions put procedures in place to en- 
sure that capital punishment is adminis- 
tered fairly, impartially, and with minimal 
risk that innocent people will die. 

Americans have overwhelmingly sup- 
ported the death penalty; indeed, the num- 
ber of executions in 1999 was the highest 
since the Supreme Court permitted states to 
reintroduce the death penalty in 1976. Illinois 
is the first of the 38 states that did so to sus- 
pend its executions. Has Mr Ryan lost his po- 
litical mind? 

Not necessarily. Experts detect a shift in 
public opinion, due in part to highly publi- 
cised cases of innocents set free. An asc poll 
conducted in January found that 64% of the 
public support the death penalty, down 
from 77% in 1996. More important, support 
plunges dramatically when other options, 
such as prison without parole, are offered. 

Mr Ryan may have one political fence to 
mend; he is the Illinois state chairman for the 
presidential campaign of George W. Bush. 
During his tenure as governor of Texas, Mr 
Bush has overseen more executions than 
any other governor since the restoration of 
the death penalty: 119. 





thatis “fraught with error”. “I 
now favour a moratorium, 
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because I have grave con- 
cerns about our state's 
shameful record of convict- 
ing innocent people and 
putting them on death row,” | 
he explained. 

Since it reinstated the 
death penalty in 1977, Illinois 
has exonerated more (13) of 
its inmates on death row - 
than it has executed (12). 
These are not cases in which 
afinely honed system caught 
its mistakes. Rolando Cruz 
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Politics and the Internet 


They know how 
you'll vote 


WASHINGTON, DC 


NTERNET campaign advertisements are 

all the rage. George W. Bush, John McCain 
and Al Gore all have them, and Bill Bradley 
recently launched a blitz of them. But people 
who care for privacy wonder about the tar- 
geting of such ads, and whether the political 
allegiances of surfers on the World Wide 
Web are being detected and made use of 
without their consent. 

Attention is turning to Aristotle Publish- 
ing, whose clients include the Bush and 
McCain campaigns. Aristotle uses publicly 
available voter-registration records (the 
company says it has nearly all the country’s 
145m registered voters on file), and a propri- 
etary computer model to help campaigns 
target web ads at people who are likely to 
vote for a particular party. Although voting 
records—which can include information on 
registered voters’ names, addresses, tele- 
phone numbers, party affiliation and 
whether they voted in particular elections— 
have long been used to identify loyalists and 
help get out the vote, the Internet adds a trou- 
bling new dimension. 

Websites often compile and share in- 
formation on the browsing practices of net- 
users by means of a small electronic name- 
tag (a “cookie”). Each time you visit the site, 
the cookie identifies you, tracks what pages 
you visit and the data you enter, and records 
where you were before and where you are 
heading next. Such information can be ag- 
gregated into huge direct-marketing data- 
bases, creating a composite profile of an 
individual web-surfer’s habits, often with- 
out his knowledge. Direct-marketers can 
then use these data to place targeted ads in 
frontof him as he browses. 

Trevor Potter, a former chairman of the 
Federal Election Commission, says the ease 
of gathering information about voters in this 
way calls for a re-evaluation of the laws al- 
lowing public access to voting records. In the 
past, it was extremely hard to assemble a na- 
tionwide list. Campaign workers had to visit 
the office of the secretary of state in all 50 
states, and sometimes even had to trek to 
individual counties, to photocopy voter lists. 
Computers and the Internet now make it 
child’s play to find, and update, this in- 
formation. 

Aristotle’s director of communications, 
Jay MacAniff, says the company uses the 
voter database only for people who have al- 
ready agreed to receive commercial appeals 
online. He argues that the use of telephone 
banks, door-to-door pitches and direct mail 
by traditional campaigns poses a greater risk 
to voter privacy than a model that simply 
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Perfectly visible from cyberspace 


guesses your allegiances. Ordinary cam- 
paigns are left with a hard copy of the voter’s 
name, address and telephone number, he 
points out, whereas neither Aristotle, nor 
any of its campaign clients, receives “any in- 
formation whatsoever at all about the per- 
son who is served a banner fad], it’s com- 
pletely anonymous.” 

Sceptics say that this does not entirely 
exonerate the campaigns. “If there’s a Chi- 
nese wall over which campaigns don't care 
to look, that’s still morally objectionable,” 
says Jason Catlett of Junkbusters.com,an on- 
line watchdog. “If you're being surrep- 
titiously identified as you browse the web, 
that violates the expectation of most surfers 
that they're anonymous.” It also could vio- 
late the expectation of voters who have not 
registered a party affiliation because they 
wish to keep their opinions private. Many 
people see disquieting shades of Big Brother 
inall this. 

The Gore campaign has said that it will 
not hire Aristotle, or any online ad firm that 
raises concerns about privacy, although the 
campaign might use similar targeting tech- 
niques of its own. But is anyone’s privacy 
really being violated? It is difficult to tell, be- 
cause no one seems to know exactly what 
Aristotle, or the campaigns, are doing. Mr 
Catlett of Junkbusters says the dearth of 
such information is itself a problem, and a 
general openness is needed, especially 
about the handling of personal information. 
Aristotle retorts that if browsers are worried, 
they should simply turn their cookies off. 
But most web surfers have no clue how todo 
that; and cookies can serve useful purposes, 
such as remembering passwords. 

Anyway, why put the burden on con- 
sumers? It is a violation of federal law for 
video-rental shops to reveal a customer's 
taste in films, yet no such law applies to web- 
sites. Perhaps one should. 

—— -i = 
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Electricity deregulation 


A dim bulb in 
Maine 


BASS HARBOR 


OMESTIC consumers don't demand 
much from their electricity supplier. 

They want the power to be there when they 
flick the switch, a reasonably steady flow 
thereafter, and a modest bill at the end of the 
month. Beyond that, few care very much 
about where the current comes from or how 
it gets to the outlet in the wall. So when Maine 
passed legislation in 1997 to reorganise its 
electricity industry, promising more choice 
and lower costs from March 2000, the public 
was mildly curious, but not exactly fired up. 

Some, in fact, feared the change might 
produce the same customer irritations that 
followed the reorganising of the telephone 
industry. Since the breakup of atar (what- 
ever the good it brought), consumers have 
been under siege from companies bearing 
bold promises of savings that are difficult or 
impossible to compare. But electricity de- 
regulation has turned out to be nothing like 
that. On the contrary, it seems that Maine's 
electrical revolution will pass unnoticed. 

Under the legislation, which uncoupled 
electricity production from transmission 
and distribution, the state’s two chief electric 
utility companies were required to sell their 
power plants. After a bit of grumbling, they 
complied. It made sense: the sell-off left them 
with an accounting windfall, they were able 
toshed some of the financial risks associated 
with nuclear and coal-fired generating 
plants, and, as a result, share value increased. 

So would new, hungry companies ap- 
pear to offer cheap power to Maine’s domes- 
tic consumers? The consumers hoped so. 
Under the old regime, they always bore the 
extra costs after big industrial customers had 
negotiated their cut-price deals. Now they, 
too, could presumably get a good deal from 
suppliers fighting to get their custom. 

In January the Public Utility Commis- 
sion (Puc) sent out a booklet advising cus- 
tomers how to choose a supplier. Mindful of 
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the telephone debacle, the puc promised 
that the offers would be standardised and 
easy tocompare on the basis of cost as well as 
power-source (so that customers could, for 
example, pay more if they wanted their elec- 
tricity generated by windmills). If customers 
could not choose from the offers that would 
soon come flooding in—anc they were sup- 
posed todoso by mid-February—the flow of 
electricity would continue from a “standard 
offer” source chosen by the puc. And if cus- 
tomers needed still more help, the puc’s 
website would run a list of suppliers. 

But, as the weeks wore on, no offers ap- 
peared in people’s letter boxes. Diligent resi- 
dential customers who went to the website 
to look for them were in fora surprise. Power 
suppliers who responded to e-mail requests 
for rate information said they supplied 
power only to commercial customers, and 
the puc confirmed this: none of the 17 com- 
panies registering as power suppliers is now 
selling to residential customers. 

When bids came in for the standard offer 
for residential service in the southern part of 
the state, which is the most heavily popu- 
lated, only one, from Energy Atlantic, was ac- 
ceptable. So that company will supply 
southern Maine, and customers have no 
choice about it. In the emptier north-central 
area of the state, all the bids were rejected. As 
a result, the puc has ordered Bangor Hydro 
Electric, the biggest local utility, to find 
sources of power on the open market and to 
sell it at a prearranged price. Northern cus- 
tomers therefore have nochoice either. 

Electricity bills will, in fact, go down 
slightly after March 1st, but only because the 
state has required the power companies to 
sell assets to create competition, and because 
the puc has insisted that the companies 
share some of their accounting bonanza 
with the public. It does not mean that com- 
petition has actually arrived. Optimists 
think it will come in time, especially since re- 
quests to provide power now exceed the 
needs of the state. But the prospects are not 
encouraging. Massachusetts, too, has had 
great difficulty finding a residential supplier. 

If there are any immediate savings to be 
made because of competition, they will go, 
as they always have, to the biggest consum- 
ers of electricity. But one 
way small energy consum- 
ers can gain more weight is 
by joining a buying group, 
and some in Maine are get- 
ting together to do just that. 
Members of Maine’s Coun- 
cil of Churches, an inter- 
denominational organisa- 
tion, plan to call their 
buying group Maine Inter- 
faith Power and Light. That 
should turn on a customer 
or two, in one way or an- 
other. 
= 
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HE Democratic back-runner is not a man with a lot of practice 

when it comes todealing with failure. In his youth he was such 
a perfect example of the scholar-athlete that his team mates re- 
ferred to him as “Mr President”, On retiring from basketball he 
spent 18 years in the marbled splendour of the Senate. And his an- 
nouncement that he intended to run for the presidency caused 
such a fluttering in America’s money trees that he soon had more 
cash than Bill Clinton’s anointed heir, AlGore. 

But Mr Bradley is no longer a stranger to failure. He may have 
lost the New Hampshire primary by only five points. But the gap 
widens to 12 points if you count just registered Democrats, as is the 
practice in New York and California. And the setback comes on 
top of a humiliating 29-point de- 
feat in lowa. 

Mr Bradley has further humili- 
ations to come, particularly on 
March 14th, “Southern Tuesday”, 
when six Gore-friendly states go to 
the polls. But his problem is bigger 
than this: it is that the main ratio- 
nale for his candidacy has gone up 
in smoke. 

This rationale, most memora- 
bly expressed by Daniel Patrick 
Moynihan, is that the Democrats 
cannot win with Al Gore. But Al 
Gore is now the man the Republi- 
cans most fear, thanks to his 
wealth of experience, his lack of 
scruples and his mastery of the is- 
sues that most preoccupy the elec- 
torate, such as health care. The 
once-yawning gap in the opinion 
polls between George Bush and Al 
Gore has all but disappeared, and 
Republicans are beginning to con- 
clude that John McCain is the only 
man whocan stop Bill Clinton’s understudy. 

Why is thecharmed Mr Bradley having to learn the meaning of 
failure? The simple answer is that he handed the campaign to the 
vice-president before it started, when he sanctimoniously pledged 
to eschew politics-as-usual in favour of honesty, high-minded- 
ness and the greater good of humanity. Mr Gore responded in 
much the same way as Saddam Hussein might have done to a 
neighbour's offer of disarmament. He mounted a shameless cam- 
paign of smears and demagoguery, accusing Mr Bradley of want- 
ing to scrap Medicaid, leave racial minorities without health cov- 
erage and, by a strange twist of logic, spend so much on health care 
that no money would be left over for anything else. All Mr Bradley 
could do was todeclare that “lamsimply not going todeal with the 
darts that are being thrown.” 

Even Mr Bradley’s patience eventually snapped, and he began 
toreturn the vice-president’s jabs. But his first punches were either 
feeble or misdirected. He wrongly accused Mr Gore of importing 
Willie Horton, a black rapist who abused his parole, into American 
politics in 1988; and he ignored Mr Gore’s weakest point, his role in 
the campaign-finance scandals of 1996. When Mr Bradley eventu- 
ally touched on the subject in the final few days of the campaign, 
his poll numbers headed upwards. But toolate: |. 

This does not mean America will soon see the last of Mr Bra- 
dley. Over the five weeks before the next Democratic primary on 
| March 7th the party establishment will undoubtedly try to bribe 
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Bill Bradley, down but not out 








and bully him into withdrawing. But his performance in New 
Hampshire was good enough to allow him to fight on, and he has 
powerful reasons to continue. 

He wants tocarry the fight to the three states that mean most to 
him: Missouri (where he was born), New York (where he played 
basketball), and New Jersey (for which he was a senator). He has 
$8.3m cash on hand. And the Democratic Party’s system of doling 
out delegates according to each candidate’s percentage of the vote 
means that he continues to-win support even if he loses. 

There is something other than just political arithmetic keeping 
him in the race, however: personal animus. Mr Bradley has clearly 
come to loathe the vice-president over the past few months, and 
heis unlikely to give the man who 
has mocked him as a “quitter” for 
retiring in 1996 the pleasure of see- 
ing him quit again. 

Does all this mean that the 
apostle of a new sort of politics has 
become a prisoner of the old? The 
evidence in favour of this interpre- 
tation is not just that Mr Bradley 
has abandoned the pedestal for 
the mudpit. It is that his most im- 
portant contribution to the elec- 
tion so far has been to revive the 
political career of a man who em- 
bodies all the faults of the system 
he abhors. 

Six months ago Al Gore was a 
joke of a candidate, groping for a 
theme, hiring people to make him 
less wooden and boring, changing 
his clothes more frequently than a 
supermodel and, most important 
of all, trailing George W. Bush in 
both the polls and the money race. 
The pressure from Mr Bradley's in- 

surgency forced him to take a campaign that was cruising for di- 
saster in November and rebuild it from the ground up. Now the 
leading question is whether the former beta male is too alpha for 
his own good. 

But in the longer run Mr Bradley’s continuing presence in the 
race may not be quite so good for either the vice-president or for 
politics-as-usual. His recent attacks on his rival, and the journalis- 
tic digging that they have inspired, have raised some troubling 
questions about Mr Gore’s truthfulness. He has repeatedly 
claimed, for example, that he has never wavered in his support for 
“a woman's right to choose”. But as a congressman he voted for an 
amendment that said that abortion “takes the life of an unborn 
child who is a living human being”. He has expatiated on the hor- 
rors of smoking, but employs as one of his senior advisers a man 
who was previously a promoter for the tobacco industry. 

None of this will be enough to give Mr Bradley his party’s 
nomination in August. That looks a longer shot than ever. But it 
will keep the spotlight focused on Mr Gore’s questionable ethics. It 
will remind the public that not everyone in the Democratic Party 
regards shaking down Buddhist temples as a legitimate activity. 
And it will make it easier for John McCain to pose as the leader not 
just of a party-political vendetta but of a national crusade against 
political corruption. The basketball great may be engaged in the 
most subtle play of his life: promoting the good of the game by 

“helping his star opponent to victory. 
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The Andean autocrats dig in for 


the long haul 


UMA 


In his quest for a constitutionally dubious third term, Peru’s President Alberto 
Fujimori has set up an unattractive autocracy. In Venezuela—see next 
story—President Chavez has taken fresh strides down a similar path 


HE news-stands on Lima's street corners 

are festooned with almost a score of 
daily newspapers. That is far more than a 
poor and relatively small market of readers 
can sustain without sponsorship. But half 
the titles are lurid tabloids, designed to be 
scanned at the kiosk by those too poor to 
buy them. Their headlines mix sex scandals 
with character assassination directed at the 
opposition candidates in Peru's presidential 
election, who day after day are accused of 
being thieves, friends of terrorists or, worse, 
pals of homosexuals. 

Corrosive though it is, the daily diet of 
calumny delivered by this yellow press is not 
the main reason why President Alberto Fuji- 
mori, who has governed Peru with a firm 
hand and considerable success since 1990, 
will probably win a third term in office in the 
election on April 9th. But it has become one 
of the hallmarks of his increasingly authori- 
tarian rule, and one reason why Peru's elec- 
tion, which may well be free, is hardly fair. 

Many Peruvians remain grateful to Mr 





Fujimori wants to be Peru’s Institutional Revolutionary Person 
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Fujimori for having rescued their country 
from the chaos into which it had sunk under 
his predecessor, Alan Garcia. Mr Fujimori 
defeated both hyperinflation and the mur- 
derous destruction caused by two left-wing 
guerrilla groups, and reformed the economy. 
He has built many schools, clinics and new 
roads in poor and neglected communities, 
especially in the Andes. 

Last year, however, Mr Fujimori looked 
vulnerable. Though Gpp increased in 1998 
(by 0.7%) and more strongly last year, despite 
El Nino weather and emerging-market woes, 
demand in the economy fell sharply, so it felt 
like a recession toconsumers, manufacturers 
and banks, even if, statistically, it was not 
(see chart). 

But now the economy is reviving again, 
helped by a public-spending spree, and so 
too are Mr Fujimori’s prospects. In Lima, 
home toa third of the electorate, his support 
rose to 45% last month, up from 33% last Oc- 
tober, according to Apoyo, a polling firm. 
The president's two main opponents failed 


Undemanding 
Peru's economy, % change on year earlier 
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to join forces in last-minute talks over 
Christmas. They are now struggling: accord- 
ing to the same poll, only 19% will vote for Al- 
berto Andrade, Lima’s mayor, and 14% for 
Luis Castañeda, an independent candidate. 
That suggests Mr Fujimori may win outright, 
without a run-off. 

But should he even be a candidate? In 
1992, he used the army to shut down Con- 
gress and the courts, and arranged for a new 
constitution which allows a president two, 
but only two, consecutive terms. His suppor- 
ters argue that his first term did not count, 
since he was elected under the previous con- 
stitution. Others disagree. “The constitution 
doesn’t allow 15-year periods for a president. 
It doesn’t allow him to be a candidate,” says 
Jorge Santistevan, Peru’s independent om- 
budsman. So, too, thought three Constitu- 
tional Court judges, but Mr Fujimori had 
them sacked, denying the court a quorum. 

Even so, the opposition has legitimised 
theelection by taking part. But apart from its 
own divisions, the opposition candidates 
face two main handicaps. One is the media. 
With a few brave exceptions, they are sub- 
servient to Mr Fujimori. Television has been 
cowed by threats of withdrawal of govern- 
ment advertising, and by an incident in 1997 
in which Baruch Ivcher, an Israeli-bom im- 
migrant, was stripped both of his Peruvian 
nationality and of his television station after 
it had screened reports concerning Vladi- 
miro Montesinos, Mr Fujimori’s powerful 
intelligence chief. Mr Ivcher's former station 
now carries a diet similar to that of the yel- 
low press. Other stations simply ignore the 
activities of opposition candidates. 

The second handicap is that Mr Fujimori 
has built a powerful political organisation, 
which blurs the division between govem- 
ment, state and party. Currently known as 
Peru 2000, this machine has been set up on 
corporatist lines, working in shanty towns, 
and among peasant farmers and small 
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business. In Lima’s poorer suburbs, once-in- 
dependent community leaders have been 
won over with the offer of paid jobs distri- 
buting government food aid in return for 
support for the Fujimori cause. 

Not much of this is clearly illegal or re- 
pressive (an exception was the seizure of Mr 
Ivcher’s television station). Instead it in- 
volves what Mr Santistevan calls “the blur- 
ring, not the rupture, of the rule of law”. It is 
the result of Mr Fujimori’s drive to accumu- 
late power, free from accountability. He has 
the backing of the armed forces, of an expen- 
sive and sophisticated intelligence service 
(according to recently leaked information, 
$2.3m passed through one bank account of 
Mr Montesinos’s in 1998) and of a pliant con- 
gressional majority. Moreover, his placemen 
control the judiciary and the attorney-gen- 
eral's office. To cap it all, his pro-market, anti- 
drug policies have won Mr Fujimori the sup- 
port of the international financial institu- 
tions and the United States—something they 
may come to rue as challenges to democracy 
mountin the Andean countries. 

According to Julio Cotler, a sociologist at 
the Institute of Peruvian Studies, a research 
centre in Lima, Mr Fujimori’s methods of 
government have increasingly come to re- 
semble those of Mexico's long-ruling Institu- 
tional Revolutionary Party (pri), in which 
opponents are “bought, co-opted or black- 
mailed”. Certainly, a sponsored press and a 
confusing archipelago of government- 
linked quasi-opposition candidacies are 
reminiscent of the pri in its heyday. Neither 
is it coincidental that the head of Peru 2000, 
Absalon Vasquez, and some of his lieuten- 
ants are former leaders of Mr Garcia's APRA, 
a once-powerful populist-nationalist party 
modelled on the pri. 

But there are two big differences be- 
tween Mr Fujimori’s regime and the pri. First, 
as Mr Cotler points out, the pri’s political he- 
gemony had much to do with nationalism. 
By contrast, Mr Fujimori delivered a burst of 
fast economic growth in the mid-1990s 
through liberal economic reform and foreign 
investment. Squaring that with the political 
demands of Mr Vasquez’s clientelist ma- 
chine may become increasingly hard. 

The second difference is that Mexico's 
presidents come and go every six years, 
whereas Mr Fujimori, it seems, goes on for 
ever. Alberto Bustamante, Mr Fujimori’s 
prime minister, argues rather lamely that the 
third term has “much to do with the lack of 
viable alternative candidates”. 

Peruvian businessmen are less keen on 
Mr Fujimori than they were. That is partly 
because of the recession and the bursting of 
a credit bubble. But it is also because for the 
past three years the president's re-election 
drive has led him to put off planned privati- 
sations and other structural reforms, while 
removing any subordinates whose talent or 
achievement threatened him. 

Mr Fujimori might now be claiming a 
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place in history as the man who rebuilt his 
country. Instead, his failure to quit while he 
was ahead means that his country risks fall- 
ing behind. “We're sinking in a sea of medi- 
ocrity,” complains Pedro Pablo Kuczynski, a 
former minister who now runs a Miami- 
based equity fund. He could be right. 


Venezuela 


Unchecked, 
unbalanced 


CARACAS 


T HAS been an eventful year, with the pro- 
mise of plenty more to come. President 
Hugo Chavez marked his first year in office 
this week with much bombast, and several 
small but worrying steps that point in the di- 
rection of dictatorial government with a 
strong military influence. By leaving his 
economic team in their posts, and by his 
choice of a new chief of the Central Bank, Mr 
Chavez also dashed businessmen’s hopes 
that, having got a new constitution and in- 
stalled his own people in the top jobs, he 
would start his second year by adopting a 
more market-friendly economic policy. 
Mr Chavez named a retired army colo- 
nel, Luis Alfonso Davila, to be his interior 








cians, such as Claudio Fermin, a former 
presidential candidate, have said they will 
not run against him, since they question 
whether the election will be free or fair. 

Their main gripe is that the constituent 
assembly that has been acting as Venezuela’s 
supreme power since its election last July has 
packed the electoral tribunal with govern- 
ment supporters. In similar fashion, in early 
January, when the country was still reeling 
from disastrous floods, the assembly quietly 
appointed a host of the president’s nomi- 
nees to head supposedly independent state 
institutions, ranging from the Supreme 
Court to the Central Bank, and including the 
ombudsman, the attorney-general and the 
comptroller (national auditor). 

Before its mandate expired at the end of 
January, the assembly named a 21-member 
committee to work as a mini-Congress, 
charged with law making until the new legis- 
lature is elected. So blatant was the lack of 
consultation over all of these actions that 
even the assembly's chairman, Luis Miqui- 
lena, was moved to acknowledge that the 
appointment of the committee was proba- 
bly a mistake (though, he swiftly added, one 
that could not be rectified). 

Like Peru's President Fujimori, Mr Cha- 
vez is not a believer in checks and balances. 
But unlike Mr Fujimori, neither does he be- 
lieve in the market. The new head of the Cen- 
tral Bank, Luis Diego Castellanos, an obscure 
elderly economist, is a close col- 
league of Jorge Giordani, the 
old-fashioned development 
planner who leads the econ- 
omic team. On February 2nd, 
MrChavez ruled outa devalua- 
tion, offering tax breaks to ex- 
porters instead. 

MrChavez, however, tends 
tomove incrab-like fashion. He 
has made a couple of moderate 
gestures. He has named as his 
(powerless) vice-president Isa- 
ias Rodriguez, an assembly 
member known as a concilia- 





The colonel will take care of everything 


and justice minister. He joins several other 
former military men in senior government 
posts. The armed forces’ expanding role is 
causing concern even within the president's 
own Patriotic Pole coalition. Pablo Medina, 
who heads its most left-wing faction, com- 
plains that the government should be “civil- 
military”, rather than the other way round. 

But Mr Chavez, who as a paratroop colo- 
nel led two failed coups, is irritated with his 
civilian allies, whose squabbling has in- 
creased in the approach to the general elec- 
tion set for May. It will be the sixth national 
vote in 18 months, and is likely to be the sixth 
victory for the still-popular Mr Chavez. 

But this time, it could ring hollow. Mr 
Chavez may find himself unopposed for the 
presidency. Some leading opposition politi- 


tor. The head of state security, a 

retired army colonel, resigned 
after allegations were made about atrocities 
by troops and police in the wake of the 
floods, and he has met the families of their 
alleged victims. 

Even so, the Chavez regime looks 
increasingly undemocratic. That is starting 
to exasperate the United States, hitherto stu- 
diously cautious towards Mr Chavez. In Ven- 
ezuela “you don’t see a government in 
charge, only plebiscites, referendums, more 
elections and they tell us ‘wait’, but we grin- 
gos are not known for our patience,” Peter 
Romero, the State Department's top official 
for Latin America, told a Spanish newspa- 
per. To which intemperance Venezuela’s for- 
eign minister replied that his country was 
not known for its lack of dignity. 
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Argentina 


Tough nut 


LA PLATA 





ESS than two months after Fernando de la 
Rua took office as Argentina’s president, 
the fight has begun among his defeated Pero- 
nist opponents over who will be their candi- 
date to succeed him in 2003. One man who 
has quickly declared his presidential inten- 
tions is Carlos Ruckauf, who defied Mr de la 
Rua's Alliance in last Octo- 
ber’s election by winning 
the governorship of Buenos 
Aires province, home to one 
Argentine in three. But Mr 
Ruckauf’s claims may turn 
on his success in sorting out 
the province’s police force. 
coc Mr Ruckauf owed his 
surprisingly clear victory 
mainly to his promise to 
C crackdown oncrime, which 
has been rising in the sub- 
urbs of Buenos Aires, where 
many of the province's peo- 
ple live. “Bullets for murder- 
ers” was his stark campaign, 














come. Eduardo Duhalde, Mr Ruckauf’s 
predecessor as governor, sacked over 4,000 
policemen, a tenth of the entire force, tight- 
ened supervision of the remainder, and 
placed responsibility for criminal investiga- 
tions in the hands of prosecutors. 

Critics retort that, though the command- 
ers may have been changed, the bulk of the 
force has stuck to its old ways. “There are 
hardly any criminals who work without po- 
lice help,” says Gustavo Palmieri of the Cen- 
tre for Legal and Social Studies, a Buenos 
Aires group that monitors 
the police. Arrests are usu- 
ally based on confessions, 
sometimes extracted by tor- 
ture, rather than conven- 
tional detection. Mr Ruck- 
auf may also come to regret 
calling for more bullets for 
an already trigger-happy 
force. More than 200 civil- 
ians, not all of them armed, 
were killed by police last 
year (see chart). One of the 
most notorious incidents 
came scarcely a month after 
Mr Ruckauf’s get-tough call 
during the election cam- 





promise. So far he has not 
disappointed. Hardliners do not come much 
tougher than Mr Ruckauf’s new security 
minister, Aldo Rico, a former army colonel 
who led military rebellions against human- 
rights trials of soldiers in the 1980s. Tough, but 
“completely recycled” into a democrat, in- 
sists Felipe Sola, the province’s deputy gover- 
nor. At any rate, Colonel Rico has twice been 
elected mayor of San Miguel, a Buenos Aires 
suburb. 

Mr Ruckauf wants laws to restrict the 
right to bail, and to give the police wider 
powers to interrogate prisoners and carry 
out random searches. But he lacks a majority 
in the provincial legislature, just as Mr de la 
Rua must depend on the Peronist majority in 
the national Congress. 

Both men seem to have decided that 
they have much to gain by co-operating. 
They speak at least twice a week by tele- 
phone. Mr Ruckauf has offered the president 
the support of the province’s congressmen. 
Mr de la Rua plans to pay an official visit to 
-cLa Plata, the provincial capital, later this 
“month. 

Even so, the Alliance may take some per- 
suading to back Mr Ruckauf’ssecurity plans. 
The province’s main police force has a no- 
torious reputation. Some of its members 
have been implicated in several prominent 
crimes, including the bombing of a Jewish 
welfare centre in 1994, which killed 86 peo- 
ple. On February and, three ex-policemen 
were sentenced to life imprisonment for the 
execution-style murder of a press photogra- 
pher, Jose Luis Cabezas, in January 1997. 

MrSolainsists such outrages were the re- 
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paign. In the small town of 
Ramallo, north-west of Buenos Aires, a 
group of criminals who had robbed a bank, 
apparently with police help, tried to escape 
with three hostages. Another group of police 
opened fire, killing two of the hostages and 
one of the three criminals. Another was mys- 
teriously found hanged in his cell hours after 
the incident. 

Mr Sola claims the backing of four-fifths 
of the province’s population for a hardline 
policy. Perhaps, but such support could 
prove fickle. Ramallo, a former Peronist 
stronghold, swung to the Alliance in the elec- 
tion. And Mr Duhalde, who once described 
his province's police force as “the best in the 
world”, found that its reputation was hardly 
an electoral asset in his campaign for the 
presidency against Mr de la Rua. 


Canada 


Right on 


OTTAWA 


OR more than a year, Preston Manning, 
the leader of the Reform Party and there- 
fore of the opposition in Canada’s Parlia- 
ment, has been trying to unite the country’s 
right-wing forces to improve their otherwise 
slim chance of defeating the Liberals at the 
next election. Last weekend he won an im- 
portant battle, but it will not be his last. 
Mr Manning's logic is simple. At the last 
federal election in 1997, the Liberals won 38% 
of the vote and 155 seats, whereas Reform 


sult of bad leadership, since largely over- 





and ‘the Progressive Conservatives (the 
Toties) split a similar share of the vote 
equally but won only 80 seats. In particular, 
this split helped the Liberals in Ontario, 
where they won all but two of 103 seats. 

However, much divides the two parties, 
Reform is strong in the west, has populist, 
socially conservative roots in small-town 
politics and is especially hostile to Quebec’s 
claims to special treatment. By contrast, the 
Conservatives have a centrist “red Tory” 
tinge in their strongholds in Quebec and the 
Atlantic provinces. And Joe Clark, the Tory 
leader, is especially hostile to Reform. 

Mr Manning's response has been to side- 
step Mr Clark. At its convention at the end of 
January, Reform welcomed instead a large 
contingent of supporters of Mike Harris, 
Ontario's tax-cutting Conservative premier. 
“Think big?’, Mr Manning urged the dele- 
gates, in a speech in camp-fire manner, re- 
calling Reform’s 12-year march from an Al- 
berta kitchen to its place as the country’s 
second party. They did: by a surprisingly 
large 75-25% margin, they voted to create a 
new, broader party, to be called the Cana- 
dian Alliance. 

That decision must still be ratified by a 
two-thirds majority in a postal ballot of Re- 
form’s 65,000 members in March, but it looks 
as if Mr Manning’s plan has soared over its 
first hurdle. The harder obstacle is persuad- 
ing Tories to join the Alliance. That task is 
taking the form of trying to discredit Mr 
Clark. He is handicapped by having no seat 
in the House of Commons, and he is seen asa 
figure of the past: he was briefly prime minis- 
ter in 1979. But his moderate views are shared 
by many Conservatives voters. 

Mr Manning’s bet is that the future lies 
with Mr Harris’s style of conservatism. The 
Alliance begins life with a promise to sup- 
port a17% flat federal income tax, while mak- 
ing some concessions to the centre, such as 
accepting Canada’s official bilingualism 
(which Reform disliked). 

But does the future also have a place for 
Mr Manning as the new party’s leader? At 57, 
his public image is fixed as that of a home- 
spun defender of western interests, with an 
oft-mimicked drawl. The Ontario recruits 
are ready to demand a leader of their own 
kind. One contender is Tom Long, a Toronto 
businessman who is Mr Harris’s chief politi- 
cal strategist. A compromise candidate 
would be Stockwell Day, Alberta’s finance 
minister, who gave the convention’s most el- 
oquent speech (and a kick-boxing demon- 
stration during a break). Unlike Mr Manning, 
Mr Day speaks passable French and is witty 
(he embraced family values by referring to 
“the two founding genders”). 

If the new party is blessed in the referen- 
dum, the Alliance will then go on to pick its 
leader in June. Ironically, the crowning 
achievement of Mr Manning's career may 
also mark its sunset. 
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UN’ ‘s gaze 


NEW YORK 


NTERNATIONAL 


Africa's moment under the 


‘Prodded by America’s Richard Holbrooke, the United Nations Security 
Council has just spent a month talking about Africa. What did that achieve? 


HE Clinton administration is often ac- 
cused of running a “photo-opportunity 
‘foreign policy”. Africa, in particular, has had 
its share of picture-rich official visits and 
even more rhetoric, but maybe not much 
else. So the decision to make America’s turn 
as president of the un Security Council into 
a special “Africa month” was taken by many 
as a cynical ploy, especially by those who 
believe the un is often asked to 
deal with problems the world 
wants to.avoid. 

Richard Holbrooke, the 
American ambassador to the 
un and the inspiration behind 
the idea, readily admits “itis all 
only words” until the talk turns 

“into policies and thence into 
| practice on the ground. He also 
knows that the un can do little 
without American support, 
and that means persuading 
Congress to help. Yet the month 
just ended created what passes 
foran enthusiastic buzz in uN 
headquarters. 
„< Itdrew attention to some of 
Africa's most pressing pro- 
` blems: arps, refugees and dis- 
placed people, and the wars in 
Burundi, Angola, Sierra Leone 
and Congo. It also helped dis- 
pel the idea that Africa is ig 
nored by the rest of the world. 
“Mr Holbrooke, who laid the groundwork for 
“the session during atour of the continent in 
‘December, believes it made significant pro- 
gress. For example, he says, Vice-President Al 
“Gore, who presided over the arps debate; 
has ‘now defined the rapid spread of amps 
across Africa as a potential security issue, not 
justa public-health concern. 

Critics saw Mr Gore’s speech as directed 

primarily at a domestic audience, particu- 


larly gay and black American voters who- 
might soon help him into the White House... 


And if Mr Gore does become president, Mr 
Holbrooke’s ambition to become his-secre- 
tary. of state will have been done no harm by 
providing the vice-president with this plat- 
_ form. Mr Gore promised that the American 
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government would commit a further $150m 
next year to combating arps and other dis- 
eases in the world’s poorest countries, 
mostly in Africa. Not much, but this was not 
the time for pledging money. 

What is significant about these debates 
is that they happened at all.““A month ago, it 
seemed unthinkable to discuss Arps in the 
Security Council,” says Mark Malloch 


Brown, head of the un Development Pro- 
gramme. He says Mr Holbrooke may be 
ahead of the game in seeing the potential for 
the Security Council to discuss broad social 
themes, not just problems specific to particu- 
larcounitries: 

Less was achieved on the other conti- 
nent-wide issue—the treatment of refugees 
and internally displaced people. Sadako 
Ogata, the head of the un’s refugee agency, 
pointed out that no organisation is responsi- 


ble for the security of people who have fled 


their homes but not crossed.a border. She 
called for an end to the distinction between 
the two groups and “comprehensive mecha- 
nisms to protect people fleeing their home- 
s...and comprehensive, regionally-based so- 


lutions to their predicament.” But this raised 
some sensitive questions about what limita 
tions can be imposed on. national sov 
eignty and how a country should treat it 
own citizens. Nobody expects answers to be’. 
found quickly. 
In recent years, the slogan “Africani solu 
tions to African problems” has largely meant 
that Africa’s wars are left to be sorted ou 
within Africa. Often they have not been, so 
the continent now has about a dozen maj 
wars and twice as many rumbling insurrec 
tions. But in January four of the big wars 
were discussed in the Security Council. M 
Holbrooke managed to persuade all seve 
leaders of the countries involved:in Congo: 
fighting to turn up, even the notoriously ne 
gotiation-shy Congolese president, Lauret 
Kabila. At a special session chaired by Ko 
Annan, the un secretary-general, they re- 
committed themselves—per-. 
haps perfidiously—to the de 
caying peace agreement signe 
last year in Zambia. The un ha 
promised 500 peace monitor 
and, if they are able to operat 
the possibility of 5,000 peace 
keeping troops. Mr Clinto 
due to propose support for thi 
toCongress. 
The price of that: congr 
sional support may have been 
- the startling appearance of Sen- 
ator Jesse Helms, the un’s fierc-. 
B . estcritic, toaddress the Security 
= © Council. Though he delivered a 
‘typically robust speech, Mr. 
Holbrooke maintains that M 
Helms’s visit marked the end of 
~a-five-year war between Con: 
gress and the un. MrHelmsh 
invited representatives: of: th 
Security Council to appear b 
fore the Senate Foreign. Rel: 
tions Committee every. year. 
And Congress will soon stump up $926m in 
unpaid un dues, albeit with strings attache 
That perhaps is what the Africa monti 
was all about. America has been trying to 
firid a way into Africa for some time and Mr 
Holbrooke has discovered that one route is. 
through the un. “For Africa, perhaps more 
than anywhere else, the un matters. Now, 
for the un, Africa matters, "he says. But how 
much does it matter for America? The Un- 
ited States may back more un peacekeeping 
ventures more quickly, but only if Africa first 
gets serious about its own peace-makingand 
other problems. Come what may, Africans 
should not expect to see Americans in blue 
helmets piling into their awful wars. 
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INTERNATIONAL 
Kenya 


Fund dance 


NAIROBI 


HEN the ime stopped lending to 

Kenya in 1997, it looked as if the music 
had stopped for good. For years, relations 
between the government of President Dan- 
iel arap Moiand those who gave it aid resem- 
bled a complicated dance in which the Ke- 
nyans promised reform, the donors lent 
money, the Kenyans would break the prom- 
ises, the dance paused, the donors threat- 
ened and the government would make new 
promises. The dance would then resume. 

But, three years ago, the imp demanded 
specific actions to combat corruption, en- 
courage privatisation and improve the tax 
system—and refused to dance until the re- 
forms were made. Other donors shunned 
Kenya too. The government struggled on, 
paying huge interest on its debts and increas- 
ing the public-sector wage bill. Meanwhile 
Kenya’s big earners, coffee, tea and tourism, 
declined. Crime rose and the country’s infra- 
structure fell to pieces. 

Last July, his coffers nearly empty, Mr 
Moi tried a new tactic. He brought into gov- 
ernment Richard Leakey, previously known 
for digging up fossils, saving elephants and 
opposing the government. Given almost 
vice-presidential powers, Mr Leakey and a 
team of technocrats were posted to key fin- 
ancial departments. In the corridors of Ke- 
nya’s ministries there was talk of being “Lea- 
keyed”. By making the civil service less 
corrupt and more efficient, Mr Leakey may 
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Leakey’s diagnosis 


have done enough to persuade the IMF to re- 
turn to the dance floor, if not to the dance. 

But what has actually changed? Kenya's 
problem is not just corruption in the civil ser- 
vice. The big thieves are Mr Moi’s cronies, 
and Mr Leakey has not challenged them— 
yet. Those who do not believe that Mr Moi 
has really changed believe that he ap- 
pointed Mr Leakey to “keep the white world 
off our backs while we manage the politics.” 

Unless parliament amends the constitu- 
tion—Mr Moi has thwarted efforts to have 
that done by an all-party commission—the 
president is in his final term, and elections 
must be held before 2002. His ruling party, 
the Kenya African National Union (KANUv) is 
restive and has forced Mr Moi to hold elec- 
tions for top party posts later this year—the 
firstin more than a decade. He needs to man- 
age them carefully ifhe is to retire peacefully, 
rather than face investigation for his con- 
duct as president. 


There has already been a rise in politic: 
violence, much of it orchestrated by KAN 
supporters. In the capital, Nairobi, KAN 
uses gangs of thugs known as Jeshi la Mze 
Swahili for “the old man’s army”. They brez 
up opposition rallies and attack oppositic 
mps. Last month, in full view of the press ar 
policemen, they attacked a group of oppo: 
tion leaders outside parliament who we 
protesting against a resumption of IMF assi 
tance, It was the protesters, not the thug 
who were arrested. 

Over the past six months in Rift Valle 
Province—the president’s political bac 
yard—heavily armed gangs have killed ov 
100 members of ethnic groups that general 
do not vote for Mr Moi. The state’s respon 
has been half-hearted. The creation of a sp 
cial police unit to deal with the violence h: 
been greeted with derision. All this draws < 
tention to the fact that Kenya's biggest pr 
blem is not the constitution but the leade 
ship, or lack of it, of Mr Moi himself. 





Iran 


The return of 
Rafsanjani 


TEHRAN 


HEN the present gets too volati 
Iran’s rulers like to seek security in tl 
past. In the uncertainty before the p 
liamentary election on February 18th, tl 
ruling mullahs worry lest the job of pz 
liamentary speaker should fall to some u 








LAP when your plane lands safely in 

Africa. Passengers know the conti- 
nent’s poor reputation for air travel and of- 
ten show relief at a safe arrival. Many tell of 
diverted, cancelled or terrifying flights. But 
are they mostat risk in Africa? 

Sadly, yes. A Kenya Airways plane 
crashed off the coast of Côte d'Ivoire on 
January 30th, killing 169 people. The rescu- 
ers’ slowness may have cost some lives, but 
nine survivors were plucked from the sea 
and one man swam 2km (1.3 miles) toshore. 
The cause of the crash is unclear. 

Pilots speak disparagingly of Africa's 
skies. The weather can be rough and some 
planes are overloaded or poorly main- 
tained. New airlines pop up with little 
regulation, often flying in places such as 
the Great Lakes region where war makes 
land travel unattractive. 

And the wars cause problems. Straying 





civilian planes are occasionally shot out of 
the sky. Airports may become military tar- 


Africa’s unfriendly skies 


gets; no one invests in them in wartime. 

Even in peacetime, too little is spent on 
technology, training and maintenance, so 
standards are low. More flights, especially 
between Europe and South Africa and 
from Africa to Mecca during the annual 
Muslim pilgrimage, the haj, have put a 
strain on air-traffic control: some control- 
lers do not even answer pilots’ calls. Aware 
of the dangers, pilots keep a sharp look-out 
for other craft. Even so, fatal accidents, 
measured by the number of flights, are 
commonest in Africa—and there, in con- 
trast to the rest of the world, no sign of im- 
provementis yet detectable. 

But it may come. Despite the Kenya 
Airways crash, the airline’s first in 23 years 
of flying, there is some cause for optimism. 
More has been spent on airports recently, 
thanks to aid from America and to the 
pressure of international air-safety groups, 
which try to ensure that aircraft landing 
fees are not spirited away by governments. 
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Turbulence 
Fatal accidents, per million flights* 
five-year rolling average 
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Deals between European airlines and Afri- 
can ones (a Dutch company, KLM, owns 
the largest share in Kenya Airways) have 
brought better maintenance. And south- 
ern African countries are to co-operate on 
air-traffic control. For a while yet, however, 
happy landings will still deserve applause. 
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tested candidate. So they have called on Ali 
Akbar Rafsanjani, a former president, to 
come back from semi-retirement and con- 
test a seat in Tehran. He will certainly win it, 
and thus become a contender for speaker. 

Mr Rafsanjani, liberal in his economic 
views but socially conservative, says he has 
entered the race out of asense of obligation. It 
appears to have been Ayatollah Ali Khame- 
nei, Iran’s supreme leader, who has dragged 
him into the fray, over the objections of the 
country’s reformist president, Muhammad 
Khatami. The reformers are now dredging up 
the ugly past to discredit both Mr Rafsanjani 
and, more significantly, post-revolutionary 
Iran. Leading this re-examination is Akbar 
Ganji, a journalist, who has accused Mr Raf- 
sanjani of turning a blind eye to the murders 
of Iranian intellectuals during his presi- 
dency. His other great sin, says Mr Ganji, was 
to continue Iran’s bloody war with Iraq 
against the wishes of the revolution’s leader, 
Ayatollah Khomeini. 

The row has cast a pall over an election 
that was supposed to represent a shift to- 
wards democracy and pluralism. While Mr 
Rafsanjani is forced to answer for Iran’s past, 
no one bothers to listen to the new candi- 
dates, who want to talk about the need for 
freedom of expression anda real multi-party 
political system. 

That may not worry the old guard, who 
will be pleased if Mr Rafsanjani is indeed 
elected speaker and then proves able to pro- 
vide the institutional stability they desper- 
ately seek. But those who hope for change 
fear that such stability could tum out to be 
stalemate. The speaker may well find him- 
self trapped in a legislative impasse between 
conservative and pro-reform members, even 
though the reformers might have won a ma- 
jority of the 270 seats in the parliament. 

Even if the parliament does manage to 
pass some reformist legislation, it will still 
face scrutiny by the Guardian Council, a 
conservative body charged with ensuring 
the Islamic purity of all laws. Under a com- 
plex system of legislative and religious 
checks and balances, deadlock between par- 
liament and the Guardian Council is dealt 
with by the Expediency Council, at present 
chaired by Mr Rafsanjani. He would have to 
step down if he were to become speaker. 

One important bill to come before the 
new parliament aims to curb the newspa- 
pers used by Iran’s free-thinkers in the battle 
for change. Mr Ganji is one of many journal- 
ists trying make the press the conscience of 
the nation. The bill, drafted by conservatives 
in the old parliament, would authorise the 
state to imprison editors and writers who 
published articles deemed to undermine “Is- 
lamic values”. If it becomes law, President 
Khatami and his reformist supporters will 
find it harder to get their voices heard. Their 
only weapon then would be the disgruntle- 
ment of public opinion. 

i a 
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Israel 


It’s a scandal 


JERUSALEM 


HUD BARAK, Israel's prime minister, ser- 

iously embarrassed by a report from the 
state comptroller detailing shenanigans over 
election financing, is contemplating an ap- 
peal to the High Court to proclaim his inno- 
cence, Impatient with legal advisers who 
urge caution, Mr Barak wants to persuade 
the judges that he has been involved in no 
wrongdoing, or at least that he genuinely be- 
lieved that to beso. A sympathetic judgment, 
he feels, would staunch his loss of popular 
support. The alternative, a long police inves- 
tigation, could cripple him politically just 





Barak grips sleaze—or vice versa 


when he needs all his strength to win his in- 
tended referendum on peace with Syria,and 
perhaps with the Palestinians too. 

Ideally, Mr Barak would like the High 
Court to overturn the comptroller’s ruling 
that campaign-finance restrictions apply to 
the contest for the prime ministership— 
filled by direct election in Israel—just as they 
do to parliamentary elections. The law is 
vague on this crucial point. But it was on this 
inclusive interpretation of it that the comp- 
troller, Eliezer Goldberg, has fined Mr Ba- 
rak’s One Israel party almost $3.2m and criti- 
cised him personally in stinging terms. 

More importantly, Mr Barak wants the 
court to call off the police. One Israel’s cam- 
paign managers had pretty much expected a 
rap on the knuckles from the comptroller, 
whose authority is purely administrative, 
but were aghast at the attorney-general’s 
decision to launch a criminal investigation. 
Mr Barak’s lawyers fear that, even if the court 
agrees to hear his arguments, it may post- 
pone a verdict until the police work is done. 

Worse still, the court may, in effect, en- 
dorse the comptroller’s ruling and the attor- 
ney-general’s action. That would be devas- 
tating. Mr Barak feels grievously hard done 


by. Twice his lawyers wrote to the attorney- 
general in 1997-98, calling on him to investi- 
gate the prime minister, then Binyamin Ne- 
tanyahu, for alleged campaign-finance of- 
fences during the 1996 election. Twice the’ 
reply was that Israel’s campaign law refers 
specifically to party elections, not to thet 
prime-ministerial race. Well then, Mr Barak’s) 
men reasoned in the 1999 campaign, let's dos 
what Mr Netanyahu did, and do it better. 

Mr Barak’s aides set up non-profit orga- 
nisations, purportedly for worthy social and 
educational goals, through which they solic- 
ited large campaign contributions—other- 
wise illegal—in Israel and abroad. The cabi- 
net secretary, Yitzhak Herzog, then a 
prominent lawyer, channelled money from 
existing (and legitimate) charities of which 
he was a trustee, to pay for polls, billboards, 
newspaper advertisements, car stickers and 
other campaign paraphernalia. 

“I was too busy to know the details,” Mr 
Barak lamely explained to the comptroller. “I 
instructed my people: stay inside the law, by 
a wide margin.” But the attorney-general has 
instructed the police to investigate not 
merely his campaign finances but also possi- 
ble fraud and breach of trust. 

Beyond their legal gripes, Mr Barak’s 
team claim they were just trying to even 
things up. The candidate of the opposition 
Likud party, they say, can always count on 
help from long-established organisations 
that support West Bank settlements and reli- 
gious institutions and are adroit at fund-rais- 
ing abroad. Yet Mr Goldberg has uncovered 
only two instances of the Likud misusing 
help from such groups. He upholds the right 
of genuine non-profit organisations to en- 
gage in political activities, and does not re- 
gard these as campaign contributions unless 
they are directly co-ordinated with a party’s 
campaign. Mr Barak’s party co-ordinated 
and often instigated such activities but did 
not report them as contributions. 

Mr Barak is trying to distinguish be- 
tween his own “affair” and other much- 
publicised police inquiries that have shaken 
Israel recently. Arye Deri, a former interior 
minister, has been convicted of accepting 
bribes. Mr Netanyahu has been investigated 
for allegedly taking home official gifts. Tza- 
chi Hanegbi, a former justice minister, has 
also been investigated in connection with al- 
leged bribery. Even the president, Ezer Weiz- 
man, is being questioned about $450,000 he 
received from a businessman friend. 

Mr Barak’s spokesmen insist these are all 
instances of suspected personal gain, unlike 
Mr Barak’s supposed offence. Nevertheless, 
around Messrs Deri, Netanyahu and Weiz- 
man there is an unmistakable whiff of gloat- 
ing. Mr Barak and his political allies boasted 
of their uncompromising hostility to sleaze. 
Others warned them that a worthy stable- 
cleaning was in danger of becoming a popu- 
list witch-hunt. Mr Barak may now agree. 
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The expected arrival of the far right in power in Austria has broken a taboo, 
_ not only for Austrians but for Europeans too 


™RESH from one celebration last week, of 
A -his soth birthday at a jamboree on the 
- Austrian ski slopes, Jorg Haider has raced to 
another, altogether more solemn one. By 
_ February 3rd, to much European consterna- 
‘tion, it looked as if Austria’s President 
Thomas Klestil would have no choice but to 
-give his approval to Mr Haider's far-right 
Freedom Party, along with the centre-right 
< People’s Party, to form a new coalition gov- 
“ernment. It would be the first time that a 
“party carrying even a whiff of neo-Nazism 
_ has entered national government in Europe, 
‘let alone in a German-speaking country. 
Mr Haider himself would not sit in the 
new government, staying on as governor of 
the state of Carinthia. It would instead be led 
by: Wolfgang Schüssel, whose mainstream 
People’s Party won the same number of seats 
as Mr Haider’s lot in last October's general 
election. Early hints were that the Freedom 
- Party would get its hands on, among others, 
the finance ministry and defence. Though he 
will not go to Vienna, nobody doubts that 
the forceful Mr Haider would continue to 
pull the Freedom Party strings. 
+ He may have disavowed his earlier com- 
ments suggesting sympathy for elements of 
“Nazism. He may now have condemned Hit- 
ler, He may stand for nothing more sinister 
“than an unpleasant, albeit democratic, 
brand of populist xenophobia. But, for many 
both within Austria and without, it is 
hard to dispel a creepy feeling that lin- 
gers over Mr Haider and his friends. 
And it was this that seems to have so 
agitated fellow Europeans. This week Eu 
leaders took the unprecedented 
decision not only to preach 
40 Austria about its inter- 
nal political affairs but to 
threaten it too. 
On January 3ist, the 
14 other £u countries, act- 
ing as a group of like-minded 
governments rather than on 
‘behalf of the eu itself, which 
would have obliged them to 
include Austria, said they 
would suspend all bilat- 
eral political contacts if 
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the Freedom Party entered government. It 
was an odd sanction. This would not sus- 
pend Austria from any strictly eu business, 
which the European Commission's chief, 
Romano. Prodi, said would continue as 
usual. It would, however, end bilateral talks 
between the Austrians and any other gu 
government. In. practice, however, the two 
are not neatly separable. 

Although the threat was issued by Ant- 
onio Guterres, prime minister of Portugal, 
which now holds the £u’s rotating presi- 
dency, it was pushed by the Italians and Ger- 
mans, in particular by Joschka Fischer, Ger- 
many’s Green foreign minister. The French 
were also firmly behind it, not least since Mr 
Haider had accused President Jacques Chi- 
rac of “megalomania”,a comment for which 
he later apologised. By-passed entirely were 
the European Commission, which was in- 
formed only at the last minute, and the eu’s 
foreign-policy man, Javier Solana. 

Though the Europeans did not spell out 
the reasons for their snub, it was plainly in- 





















































































tended as a stem message that intolerance 
and xenophobia were unacceptable in Eu 
rope today. In short, it marked a departur 
for the eu into the treacherous realm of mor- 
ality. Nor do Europe’s leaders appear un- 
aware of the historic moment of their deci 
sion, which, declared Mr: Guterres, 
“represents a symbol and a lesson for the 
world.” Adding their weight this week, the 
Americans’ said that they tco would ‘ ‘con: 
sider similar steps”, 
Yet itis far from clear thaz ihe Europeans 
have digested the implications of their at- 
tempt to freeze out Austria. This is the firs 
time that eu countries have sought to inter- 
fere in the domestic politics ofa fellow mem- 
ber. How far are they prepared to go? When 
the Union expands to the east, and brings.in 
new members of even more:varied political. 
stripes and genealogies, willthe club lecture 
these newcomers at every electoral tum? 
Moreover, how far will voters: tolerate 
this disregard for their sovereignty? Threats 
of this nature often end up stiffening the re- 
solve of those on the receiving end, Support 
for Austria’s far right, which already ‘taps. 
into an isolationist anti-eu feeling in the 
country, precariously perched as it is on th 
Union’s eastern edge, has on-y swelled 
sponse to the tu's finger-wagging, — 
Equally tricky is the matter of how, with 
in any country, unsavoury parties should be 
dealt with, Austria is not the only country in 
which the mainstream has been. tempted 
into a national alliance with the far right, but 
it ig the only:one so far in which the centre 
has. succumbed. In several countries, Eu- 
rope’s centre-right, still reeling from wide- 
spread electoral failure, faces.a choice: hook 
up with the far right in order to grab back 
power, and thereby lend respectability to its 
ideas, or reject it outrightor. a point of prin- 
ciple but at the price of electoral defea 
When five regional presidents in. 
France, each from the mainstream 
right, were elected in 1998 thanks to. 
pacts with the far-right National Front, 
all were instantly expelled from their party.. 
The message was clear: the mainstream right 
would not dignify. the far 
right by offering its hand. 
This contributed to the’ 
_.. 3} split within: the Na- 
tional Front and tothe 
movement's subse- 
quent electoral decline. 
Those conservatives 
who are seduced by the = 
far right offer a different ` 
rationale: do not isolate ` 
the extreme right, or you 
will drive its politics on 
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EUROPE 





COPENHAGEN 


O PIA KJAERSGAARD, the xenopho- 

bic Danish politician whom a rival re- 
cently described as “Jorg Haider’s Danish 
cousin”, it was harmless satire. To her op- 
ponents, it was a piece of blatant racism. 
Last weekend, her Danish People’s Party 
(ppp) placed a controversial advertise- 
mentina national newspaper designed to 
mock a campaign poster by a group that 
tries to help jobless immigrants find work. 
Their poster, aimed at highlighting preju- 
dice against black and brown people, 
shows a black youngster and has a cap- 
tion reading: “When I become white, I'll be 
a schoolteacher.” The ppp parody showed 
a homeless white man and with it the cap- 
tion: “When I become a Muslim, I'll havea 
home.” Immigrants, says the ppp, are 
jumping the queue for state housing. 

The ad has provoked an outcry. “Hit- 
ler and Pia Kjaersgaard are of a piece,” 
thundered Peter Duetoft, a member of 
parliament for the centre-right Centre 
Democrats: “I'm not saying she is a Nazi 
but she has the same attitude of dividing 
the population into superior and inferior 
people as did Hitler.” One interest group 
reported the ppp to the police for breach- 
ing the law on racial discrimination. “All 
I'm missing now is to be compared to the 
devil,” says Ms Kjaersgaard. 

Like Mr Haider’s Freedom Party in 
Austria, with which the ppp says it has no 
links, Ms Kjaersgaard’s party is Euroscep- 
tic as well as anti-immigration. It too ped- 
dies a populist message about better 
health care and welfare for the elderly. 
Also like Mr Haider’s, her line is seductive. 
In one opinion poll this week, over 15% of 
the electorate said they would vote for her, 
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No touching Kjaersgaard—for now 





twice her share in the last general election. 

All the same, the prr is unlikely to join 
a government in the near future. The 
popularity of the ruling coalition of Social 
Democrats and Radical Liberals has 
plunged in recent months. Yet the opposi- 
tion team of Liberals and Conservatives is 
angling for an alliance with the small cen- 
trist parties after the next general election, 
due by March 2002. These small parties, 
particularly the Centre Democrats, are re- 
pelled by the ppp’s anti-immigrant line, 
and would never consider sharing power 
with the party. This leaves Ms Kjaersgaard 
on her own—for now, at least. 








to the streets and into thuggery. Instead, they 
argue, embrace it—and tame it. 

In Italy, Gianfranco Fini, who has dis- 
tanced his party, the post-fascist National 
Alliance, from its fascist heritage, joined the 
government of Silvio Berlusconi in 1994. Be- 
ing in government obliged his party, albeit 
briefly, to take part in the business of politi- 
cal compromise, itself a moderating experi- 
ence. He is now considered, even on the left, 
a respectable democrat. As Mr Fini would 
point out, the ex-Communists themselves, 
now in power in Italy under Massimo 
D’Alema, took some time before renouncing 
outright their Soviet links. 

It is conceivable, just, that government 
might make moderates of Mr Haider’s lot. 
Butit looks an uphill struggle. In an interview 
published on February 2nd, Austria’s Presi- 
dent Klestil expressed his misgivings: “The 
Freedom Party is not a Nazi party,” he said, 
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“but unfortunately the highest officials of 
this party continue to use a language which 
disqualifies them for every political office.” 
No wonder the president's assent came with 
a heavy heart. 

= 





The EU and human rights 


Necessary? 


BRUSSELS 


HE early treaties setting up the European 

Union paid little or no attention to basic 
human rights, because countries were fixing 
rules for what was mainly an “economic 
community”. But even as the £u has grown 
in scope and ambition, European law has 
goneon neglecting the subject—for twogood 
reasons. First, all members observe basic hu- 


OPINIE EITA TE iF 
RIA) in eer aie et 


f 


man rights. Second, even if they did not, a le 

gal remedy would exist in the form of the 

European Convention on Human Rights. Al 

EU countries—though not the Union as 
such—have signed this convention. Un- 
happy citizens can take their complaints te 
the European Court of Human Rights in 
Strasbourg, which enforces it well. 

And, in extremis, if an Eu government 
goes rotten and starts treating its citizens 
badly, the Union can suspend its voting 
rights. Some European politicians seem ta 
think this fate may await Austria, where the 
far right looks set to enter government. 

But the mere fact that the Eu has little 
need of a new law on human rights may not 
be enough to stop it getting one. This week an 
ad hoc body of 62 worthies began drafting a 
document to be called the “European char- 
ter of fundamental rights”. It intends to pro- 
duce, by the end of the year, a text suitable 
for enacting into Eu law. 

Union leaders will probably consider 
the draft when they meet in Nice in Decem- 
ber. Their main business there is to conclude 
a new treaty adapting £u institutions in 
preparation for the admission of a dozen or 
more new members in the decade to come. 
But, if they liked the charter, they might bolt 
it straight into the treaty; or attach it to the 
treaty as a protocol or declaration, which 
would give it less legal weight. Critics of the 
proposed charter say an eu human-rights 
law could challenge and undermine the 
European convention, and further weaken 
the sovereignty of national governments. 
They worry that disproportionate power 
might pass to the eu’s own high court, the 
European Court of Justice, as litigants found 
ways to challenge almost any Eu policy on 
“human rights” grounds. 

Supporters are drawn to the idea for a 
range of reasons. It appeals to federalists 
who want to give the £u a formal constitu- 
tion: a “bill of rights” would be a first step. It 
appeals to interest groups that hope to see all 
sorts of things, from clean air toa minimum 
wage, declared a “basic human right”. It ap- 
peals to scholars of human rights who think 
that the European convention is out of date. 
And the idea of an eu initiative appeals to 
many people across the Union who think 
that declaring the eu to be a guarantor of hu- 
man rights would help bolster its popularity. 

The drafters have ten months to venture 
where they will, under the chairmanship of 
a former president of Germany, Roman Her- 
zog. They will look at ways to strengthen the 
rights of citizens in their dealings with the 
European institutions. They will wrestle 
with the rights of ethnic, linguistic and reli- 
gious minorities. And—perhaps most trick- 
ily—they will try to accommodate the de- 
mands of “subsidiarity”, a much contested 
Eu doctrine which forbids tampering with 
the powers of national and local govern- 
ments unless there is good reason. 
= 
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France 


Everyone cross 


PARIS 


ORRY drivers, the staff of the Paris metro, 
hospital workers, teachers, Air France 
ground-staff, postmen, local tax officials, 
even the national labour exchange: a large 
and ungrateful number of France's work- 
force this week greeted the implementation 
on February 1st of a shorter working week by 
going on strike or otherwise engaging in what 
the Frenchcall a ‘social movement”. And the 
pre-emptive reaction of Martine Aubry, 
France’s labour minister? “Conflict is neces- 
sary to get things done. Sometimes you need 
it to unblock a situation.” 

In a coalition government that ranges 
from the centre-left to the far left, Mrs Aubry 
is a socialist of the old school, detested by 
France’s right, whose constitutional protests 
helped delay the law's implementation by a 
month. She must surely be hurt that the 
workers, too, now look at her askance. 

Yet Mrs Aubry cannot really be sur- 
prised. Cutting the working week from 39 
hours to 35 without also cutting wages was 
always going to need a financial sleight of 
hand, made possible only by increasing pro- 
ductivity. That, in tum would mean elimi- 
nating practices such as a two-hour lunch- 
break or a refusal to work on a Saturday. The 
postmen, for example, object to having to do 
the same amount of work ina shorter period 
of time; the lorry drivers reckon that to make 
up for lost hours, including overtime, their 
basic pay would have to rise by at least 11%, 
which their bosses reckon is impossible in a 
competitive market. And a lot of managers, 
exempted from the hourly limits on condi- 
tion that they take more holidays, would 
prefer simply to get more money. 

But there is another complaint. The idea 
of the 35-hour week, derided by many econ- 
omists as the “lump-of-labour fallacy”, is 
that if employees work less, companies, 
spurred by tax concessions, will hire more. 
Some hope: the trade unions note that em- 
ployers, both private-and public-sector, 
have done little to take on new workers. 

That, of course, is not how Mrs Aubry’s 
ministry sees it. It says that some 23,275 firms 
have negotiated 35-hour agreements with 
2.7m workers, creating more than 137,000 
jobs and saving some 22,000. Yet only 14% of 
firms with 20 or more employees have 
signed up. The rest are using a permitted year 
of transition to see how things go. 

On this week’s evidence, messily. The 
unions, which now represent less than a 
tenth of the workforce compared with 
nearly a third at the start of the 1980s, need to 
bargain hard to attract new members. An- 
other reason is that tough bargaining pays 
off. Last month, it was not the lorry drivers 
who blockaded France’s routes to the rest of 
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Who works hardest, then? 


Average annual hours worked per person in 
employment, 1998, ‘000 
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Europe but their bosses, protesting at a gov- 
ernment-imposed price rise for fuel. Their re- 
ward was a batch of concessions from the 
transport minister, Jean-Claude Gayssot. 
But a third reason is that the 35-hour 
week is already the terrain for political war- 
fare, with the employers’ federation, for ex- 
ample, threatening to abandon its joint ad- 
ministration with the unions of France’s 
social-security funds. In 1997 it was Mrs Au- 


Germany 


EUROPE 


bry’sideas—why not vote for less work at the 
same rate of pay?—that he ped the left win 
the parliamentary election. The next one is 
due in 2002, which is also when the 35-hour 
rule is to apply to small firms too. One risk 
between now and then is that the workers 
will feel not rewarded by the shorter work- 
ing week but exploited, forzed to accept the 
flexible working practices they have trad- 
itionally objected to. A second risk is that the 
lump-of-labour fallacy will prove to be ex- 
actly that. If French unemployment stays at 
around 10% of the workforce, how can Mrs 
Aubry claim success? 

By then, however, it will not be her pro- 
blem. The betting is that next year she will 
leave the government to be mayor of Lille. So, 
in the meantime, let the spin-doctors spin 
their best. France, they say, has a tradition of 
wage moderation; days lost to strikes are far 
fewer than under the previous right-wing 
government; and surely the Swiss stay rich 
but work fewer hours in their lifetimes. 

All well and good. But last year’s remark 
by Germany's chancellor, Gerhard Schro- 
der, still rings ominously true. “The 35-hour 
week in France”, he said, “is a good thing for 
employment in Germany.” 

EN 


How clean is the left? 


BERUN 


The German Social Democrats have not been spotless, but their sins, so far, 
look mild compared with those of the scandal-ridden Christian Democrats 


HE ruling Social Democrats have so far 

been notably reluctant—oddly so, per- 
haps—to exploit the plight of the Christian 
Democrats, still mired in a party-funding 
scandal which shows nosign of abating. The 
chancellor, Gerhard Schröder, sounding 
statesmanlike rather than gloating, has spo- 
ken of the need for a “good opposition” in a 
healthy democracy. But many wonder if the 
Social Democrats are not worried about 
skeletons that could fall out of their own 
cupboards. Certainly, if the pollsters are to 
be believed, half of all Germans reckon that 
corruption has infected all their political 
parties; and nine out of ten think that all 
keep secret (and therefore illegal) accounts. 

Sure enough, a number of Social Demo- 
crats now face accusations of being less than 
spotless. The most prominent is Johannes 
Rau, who, as Germany's president, is the 
highest moral authority in the land. The sin 
of which he stands accused is that, as pre- 
mier for 20 years of North Rhine-Westpha- 
lia, Germany's most populous state, he im- 
properly used a private jet chartered by the 
Westdeutsche Landesbank, of which the 
state owns nearly half. Mr Rau has now ad- 
mitted taking at least 44 flights in the bank’s 
plane, but they were all, he says, to do with 


bank or government business, though he 
sometimes went on to visit family or friends 
or to attend functions as deputy national 
chairman of the Social Democrats. It has also 
been pointed out that the European Com- 
mission has ordered the bank to pay back 
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Spotlightine 


Anyone who wants to know why Italian 
manufacturers and exporters manage to do 
so well, even at times when the odds seem 
weighted against them, need do no more 
than visit a handful of the ‘distretti indus- 
triali’ that are dotted around the country. 
Clusters producing a wide range of con- 
sumer goods, though the spectrum in- 
cludes capital goods and runs from tradi- 
tional to high technology, have been a dri- 
ving force behind much of the good re- 
sults that the economy has to its credit 
over recent years. 

The raw statistics speak for themselves. 
According to the Club dei Distretti Indus- 
triali, an association that groups together 
many of the leading clusters, firms in the 
clusters provide a total 2.2 million direct 
jobs in manufacturing and account for al- 
most one half of all manufacturing em- 
ployment in Italy. As well as creating jobs, 
the firms in clusters are major generators 
of export revenues for Italy, around $35 
billion of their $80 billion turnover com- 
ing from sales abroad. With figures like 
these, it is not surprising that the clusters 
have attracted the attention of industrial- 
ists and politicians from outside Italy who 
are eager to learn the recipe of the success, 
as well as the interest of economists and 
academics. 

Whether in Piedmont in the country’s 
northwest corner, the Veneto region in the 
northeast, Tuscany in the centre or Basili- 
cata and Puglia in the far southeast, indus- 
trial clusters are busy producing goods 
that find ready buyers. Italy is well-known 
for its fashion flair, so clusters turning out 
shoes, jewelry, ski-boots, woollens, silk, 
lingerie and knitwear come as no surprise. 
Rather beyond the usual preconceptions 
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ITALY 


focus on clusters 


of what Italy designs and produces are the 
packaging machinery, machine tools, agri- 
cultural machinery, paper and biomedical 
devices that leave factories in other impor- 
tant clusters, however. 

Italy's ‘distretti’ are geographic concen- 
trations of interconnected firms, spe- 
cialised suppliers, service providers, firms 
in related industries and associated insti- 
tutions, explains Andrea Balestri of the 
Club dei Distretti Industriali, What the 
firms have in common is that they work 
in the same geographical area and all con- 
tribute to a system that produces the 
goods that are characteristic of the district. 
Cooperation, complementarity, common- 
ality and competition are the features of 
how the clusters work. 

What comes off the production line is 
the result of close cooperation between 
the different parts of the system: the man- 
ufacturers of the end product, or manufac- 
turers of its component parts, makers of 
the machinery that makes the end product, 
suppliers of materials, designers and mar- 
keters. They complement eachother in 
working towards a common aim. Howev- 
er, the end result also owes much to com- 
petition between firms in the various com- 
plementary phases. Continuous competi- 
tion to produce better products more effi- 
ciently is one of the factors that has helped 
Italy's ‘distretti’ to thrive. 

The energy that drives the clusters 
owes much to the fact that their firms are 
usually small and medium sized enterpris- 
es. Owners are flexible, run lean organisa- 
tions, listen carefully to what customers 
want and watch the competition closely. 
Above all, they are eager to succeed. ‘Dis- 
tretti’ have grown through the profession- 


al growth of the men and women who 
work in them. 

The owners of many firms that are 
leaders in their clusters today started as 
apprentices working for others, advanced 
to become skilled technicians and then 
left their employers to set up businesses of 
their own. An idea of the effectiveness of 
the ‘distretti’ in spawning and supporting 
a large number of enterprises comes in 
one figure: almost 62,000 different firms 
work in the twenty largest clusters, in sec- 
tors that include textiles, furniture, and 
woodworking machines. The small firm is 
typical in Italy where 98% of manufactur- 
ing concerns have less than fifty workers 
and 83% less than ten. 

Many factors have contributed to 
helping clusters to develop, but social as- 
pects are by no means secondary. Visitors 
to clusters cannot miss their sense of local 
pride and civic awareness. It is unsurpris- 
ing that surveys on the quality of life in 
Italy often rank the towns where there are 
clusters at the top. 
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ON THE TILES 


Modena means fire-red Formula One 
racing cars to many people, to others it is 
an historic city with a splendid cathedral, 
while others think of fine food when 
Modena’s name is mentioned. But the 
city, located about 170 kilometres south 
of Milan, is famous for more than these. 
Architects, builders and building materi- 
als suppliers throughout the world know 
that Sassuolo, in Modena province about 
15 kilometres west of the city, is the global 
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leader for the production of ceramic tiles. 
Gianfranco Viesti, an industrial econ- 
omist, says that Sassuolo stands out 
among Italy's ‘distretti’ because it is even 
more concentrated than the others. The 
Sassuolo cluster accounts for about 80% 
of Italian tile production. Over one third 
of all the tiles produced in the European 
Union and about one sixth of the tiles pro- 
duced in the whole world are 

made in and around Sas- 

suolo, in an area of just a 

few square kilome- 


Over the 

past fifty 

years, Sas- 

suolo has 

been trans- 

formed 

from a poor 

agricultural 

district into 

one of the 

most inter- 

esting indus- 

trial areas in 

the world. A 

combination of factors 

underlie the complete change 

in the local economy. Post-war re- 
construction brought demand 

from Italy's own building indus- 

try. Labour became available with 

the abandonment of agriculture, 

and so did capital. Tile-makers 

could obtain large supplies clay 

from the nearby Modenese Apen- 

nines. Infrastructure of water, elec- 

tricity, roads and railways already existed. 
Local entrepreneurs exploited the dis- 
tricts advantages at the beginning and 
have continued to exploit and add to 
them ever since. Take-off took place in the 
1960s and Sassuolo has always looked for- 
ward. Structural changes were particularly 
deep in the 1980s. Businessmen have 
tackled challenges by innovating and in- 
vesting, spending around 10% of 
turnover on investment. The Sassuolo 
‘distretto’ has been at the leading edge of 
the automation and new processes that 
have radically altered the way that tiles are 

made. 

Sassuolo’s firms and their 22,000 
workers produce around 500 million 
square metres of ceramic tiles each year. 


As well as fighting the constant battle to 
control costs, firms are nowadays finding 
their ingenuity and tenacity increasingly 
tested by foreign competition that often 
uses machinery made in Italy. 
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AMONG MATERA’S ‘Sassi’ 


Among Italy's wealth of artistic, his- 
toric and cultural treasures is a World 
Heritage site at Matera in the small and 
little known instep region of Basilicata. 
The ‘Sassi’ of Matera are an extraordinary 
spectacle of houses set into the sides of the 
steep limestone ravines around which the 
city is built. ‘Duri come i Sassi di Matera’, 
as hard as the rocks of Matera, say locals. 
That cannot be said of the products made 
by the Murgia cluster that spreads beyond 
Matera province into the province of Bari 
in the neighbouring Puglia region. The 
Murgia cluster is Italy’s leader in the pro- 
duction of sitting room suites. 

The growth of the cluster enclosed by 
a triangle of around 100 square kilometres 
between Matera and the towns of Alramu- 
ra and Santeramo shows that Italy's ‘dis- 
tretti industriali’ are not just a feature that 
helps wealthy northern regions to become 
even richer. The Murgia cluster has annu- 
al sales of around 2 trillion lire and pro- 
vides jobs for a total of about 12,000 peo- 
ple. It has become internationally impor- 
tant in its sector over the past two decades 
and about one tenth of the total world 
output of sofas is now made there. 

Sitting room furniture has been leav- 
ing factories in the Murgia since the 
1950s, when the first local entrepreneurs 
started using the 
traditional skills 
of people in 
the 


area. Carpentry was well-established and 
the clothing industry was also present 
with women workers trained at cutting 
and sewing. A crucial development ar- 
rived in the 1980s when mak ng sofas and 
easy chairs moved from beirg essentially 
an artisan affair into an industrial busi- 
ness, with whole production 9rocesses be- 
ing re-engineered. 

Today there are well ove 100 firms, 
ranging in size from very large to small 
and producing furniture that covers a 
wice quality range. From concentrating 
on its home market in its early years, Mur- 
gia’s ‘distretto’ has since turned its atten- 
tion overseas. The biggest firms make sit- 
ting room furniture to order and achieve 
two-week delivery times for their Ameri- 
can customers. Italian design flair is often 
a winner. But process innovagon and cus- 
tomer satisfaction are the reasons why this 
southern Italian cluster is suceessful. 
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SILK Makes THe DIFFERENCE 


When the winter and summer sales 
start, the queues of Far Eastern tourists 
wanting to buy silk ties and scarves from 
the fashionable shops in Rome's Via Con- 
dotti and Milan's Via Montenapoleone 
grow even longer than usual. Beautiful to 
look at and to feel, the silk dothing and 
fashion goods attract buyers not just in 
Italy but throughout the world. And no 
airline shopping catalogue s complete 
without a selection of silk items, 

Nowadays silk is synonymous with 
Como, a city around 50 kilometres north 
of Milan, close to the Alps and the border 
with Switzerland. Before the nineteenth 

century Italy's silk industry was centred 
on other cities and towns as well. In- 
deed, far into the Mediterranean and 
the whole length of Italy so the south, 
Sicily was the starting point for silk 
production in the twelfth century, 
Silk-making was later taken up in 
northern cities like Verona and Man- 
tua. Italy was the European leader in 
silk between the thirteerth and sev- 
enteenth centuries and the ‘distretto’ 
in and around Como ensares that the 
tradition continues. 
Recent figures show that the 
2,600 firms in Como's silk cluster 
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employ about 29,000 people and that ex- 
ports take about one third of their pro- 
duction. Another figure puts exports at al- 
most two thirds of production. Como's 
‘distretto’ has firms that range in size from 
large groups to small firms. The firms’ 
structures also vary. Some are vertically in- 
tegrated, others are active only in certain 
phases of the production process in which 
a high degree of specialisation is often 
needed, Small and medium firms are im- 
portant in weaving. Some firms, known as 
converters, act as links between produc- 
tion companies and the market. Fragmen- 
tation in production places a high impor- 
tance on flexibility and coordination. 
Above all flair and creativity play an 
enormous part in the success of the silk 
industry in Como. The ‘distretto’ did not 
lack for scares during the 1990s that its 
position might be eroded by aggressive 
competitor countries which are able to 
make good quality products with low costs 
of labour. Design, allied to top quality, is 
the defence for the made-in-Italy label. 
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FroM Racs To RICHES 


Prato, a city less than 20 kilometres 
west of Florence, has an important claim 
to fame. According to some accounts, it 
was there in the middle ages that double- 
entry book-keeping was devised for keep- 
ing track of transactions. Nowadays, Pra- 
to is a world leader in the manufacture of 
woollen yarns and fabrics. And it is ar- 


guably Italy's best known industrial clus- 
ter. Recent figures show that it is the 
country’s largest in terms of the number 
of different firms, around 9,000, and the 
total number of people that are employed, 
about 45,000. Two thirds of its 7 trillion 
lire output is sold in export markets. 

The woollen industry was already 
flourishing in Prato in the thirteenth cen- 
tury and its businessmen were dealing 
with foreign markets even then. Today’s 
cluster has grown from the industrialisa- 
tion that took place in Prato in the nine- 
teenth century and subsequently from the 
rapid development in the years after the 
second world war. In the 1950s, Prato’s 
success was based on recycling rags into 
woollen cloth for jackets, overcoats and 
blankets. 

Innovation in the 1960s and 1970s 
took the cluster into new areas, however, 
with a shift away from the production of 
traditional heavier fabrics into lightweight 
cloths. By making fine wool and fabrics 
like linen and cotton, Prato’s firms re- 
duced their dependence on autumn and 
winter fashions and opened up new mar- 
kets by moving into spring and summer 
fabrics. 

Product innovation has gone hand-in- 
hand with process innovation, Production 
methods have been changing continuous- 
ly, partly to take account of product inno- 
vation. Electronic control of looms was 
introduced in the weaving phase, reduc- 
ing set-up time and offsetting the higher 
costs incurred with smaller batch sizes. In- 
novation in textile finishing allows finish- 
ers to produce fabrics with original textures. 
A wave of innovation started in the late 
1980s and continued through the 1990s, 
placing emphasis as much on service and 
the production of personalised products as 
on cost-cutting to compete on price. 

Specialisation, typical of the industrial 
cluster, is nowhere clearer than in Prato. 
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The thousands of generally small firms 
link closely together in networks that 
combine industrial-scale production with 
the craftsman'’s flexibility and responsive- 
ness to the market. 
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ON Tap 


Some travellers on the motorway be- 
tween Genoa and the French border at 
Mont Blanc may wonder about a town 
called Gravellona Toce, so well signposted 
but so little known. Although the fact is 
not blazoned on the signs, Gravellona 
Toce, on the road to the Swiss border at 
the Simplon, is one of five districts that 
comprise the important Novara-Valsesia 
cluster that makes taps and valves. 

Firms in the Alpine foothills and val- 
leys near Lakes Maggiore and Orta form 
a ‘distretto’ that is the world’s most impor- 
tant, alone accounting for about 5% of 
total global exports of taps and valves. Re- 
cent figures report around 430 firms and 
9,000 workers in the Novara-Valsesia 
cluster, with exports generating 70% of 
the 2.4 trillion lire turnover. Somewhat 
more than one half of the cluster’s 
turnover comes from the business of mak- 
ing chromed brass taps of varying degrees 
of elegance: rather less is generated by the 
production of unfashionable water, gas, 
heating or air conditioning valves made 
from brass or bronze. 

Although the cluster really started 
growing after the second world war, stimu- 
lated by the housing construction boom, 
the seeds were sown in the 1400s when 
Valsesia had foundries with a tradition of 
making brass bells. Tap-making started at 
the beginning of the twentieth century and 
a tradition and worldwide name has been 
built over a period of 100 years. 

Clusters have the effect of fixing and 
developing the know-how of the industry 
in the local consciousness. This has hap- 
pened in the Novara-Valsesia ‘distretto’ 
where technicians and highly qualified 
manpower serve to reinforce the cluster’s 
competitiveness. Other factors that con- 
tribute to the cluster’s success are the rela- 
tive nearness of the producers of the brass 
bars that serve as raw material and an ef- 
ficient system for recycling waste metal. 


J Technology that guarantees product quali- 
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ty is a fundamental and so, for taps, is fash- 
ion and elegance in design. 
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CLUSTERS IN THE NORTHEAST 


During the 1980s and 1990s the 
Veneto region, in Venice's hinterland in 


northeast Italy, was a shining example of 


vibrant economic growth. What lay 
behind the success and why was the region 
able to do so well, asked politicians and 
economists. Geographical factors played a 
part, with the closeness to wealthy mar- 
kets, and so too did a local culture of hard 
work. Clusters have been of great impor- 
tance in the Veneto’s booming economy. 

The ‘distretti’ of the Veneto feature 
high on the national list: classic furniture 
around Bovolone, footwear on the Riviera 
del Brenta, marble in Valpolicella and the 
world famous glass in Murano. All are 
exporters. But the Veneto’s biggest export- 
ing clusters are elsewhere. 


Leading the pack are the firms of 


Belluno province, in the Dolomite moun- 
tains, who make spectacles frames and 
sunglasses. Any fashion house that wants 
to put its brand of spectacles or sunglasses 
among its accessories is likely to beat a 
path to Belluno where several major and 
many minor manufacturers have their 
operations. Recent figures show that three 
quarters of 2.2 trillion lire turnover is 
exported. The 900 firms, including many 
making components, that comprise the 
cluster employ over 11,000 workers. 
Down towards the Veneto plain, the 
town of Montebelluna and its surround- 
ing area provides another example of a 
cluster where design flair and engineering 
skill are married to produce winning 
products. Over one half of the 2.4 trillion 
lire of sports footwear produced by the 
600 or so firms in the ‘distretto’ is sold 








abroad. The cluster, which started making 
leather boots, now makes two thirds of the 
high-tech ski boots made in the world and 
of boots for motorcycling. Rollerblades also 
feature among Montebelluna’s output. 
Fashion and technology are also blend- 
ed in Vicenza, an historic city about 50 
kilometres from Venice. The products in 
Vicenza’s ‘distretto’ are gold and jewelry, 
and about one half of the 1,100 firms’ 
turnover is earned from sales abroad. 
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FACING THE FUTURE 


Italy’s ‘distretti have grown without 
specific guidance or assistance from the 
central government. When regional, 
industrial or fiscal incentives are made 
available, all firms eligible are able to ben- 
efit from them. Policy for clusters needs to 
be light and non-invasive: they do not 
thrive because of a heavy hand of govern- 
ment. What they do need, however, is 
infrastructure and administrative proce- 
dures that are easy and quick to follow. 

And education is another essential 
function in which government is involved. 
Although a lot of learning happens on the 
job, technical high schools have a major 
role in some clusters. The Istituto Aldini 
Valeriani in Bologna played an important 
part in the development of mechanical 
engineering and the packaging cluster in 
and around the city, for example. Many 
technical institutes work with the needs of 
firms in mind. Competition plus the tech- 
nical institutes plus a specalised workforce 
gives a competitive edge. 

In addition to education, the firms that 
work in Italy’s clusters have benefited from 
having banks that understand the firms’ 
business. Studies have shown that good 
relations between small and medium sized 
enterprises and their banks is important in 
the early stages of firms’ development, says 








Mr Viesti. Clearly some industries need 
more financing than others: capital inten- 
sity is a factor. Whatever the need, coop- 
erative and popular banks with their close 
ties to local communities, baak managers 
and businessmen meeting at the corner 
bar for a coffee or in the parish, have 
helped the ‘distretti’ to prosper. 

Italy's ‘distretti’ have conflently tack- 
led the many challenges that they have 
encountered over recent years The figures 
tell us that the clusters have answered the 
questions they have been posed so far, 
although today they face tough challenges 
in keeping abreast of fast moving old and 
new competitors, and technological and 
organisational innovation, says Fabrizio 
Onida, chairman of ICE, Italy's foreign 
trade institute. Challenges are forever ari- 
sing, however, and keeping abreast of 
technological change is likely »o be the key 
to success in the future, as it has been in 
the past. Innovation is what rings results 
and beats the competition. The Club dei 
Distretti Industriali has no doubts that the 
dynamism and willingness to embrace 
change that its members have shown in 
the past will continue in the future. 
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€808m ($785m) that it took in illegal subsi- : 


dies from the state government run for so 
long by Mr Rau. Not surprisingly, in the cur- 
rent mood, calls for him to step down as fed- 
eral president have grown. 

That is not the Social Democrats’ only 
embarrassment. The same bank’s head, a 
close friend of Mr Rau’s, has been placed un- 
der investigation for embezzlement. Heinz 
Schleusser, another old pal, resigned last 
week as the state’s finance minister after 
confessing that he had twice taken his mis- 
tress on the bank's plane—to go yachting in 
the Adriatic. And Wolfgang Clement, Mr 
Rau’s successor as premier of North Rhine- 
Westphalia, where an election will be held in 
May, has been accused of taking some free 
flights too. 

Other Social Democrats have been mud- 
died in local scandals. Gerhard Glogowski, 
Mr Schroder’s successor as premier of Lower 
Saxony, stepped down last November after 
admitting that various firms paid for his 
honeymoon, opera tickets and holidays. 
Reinhard Klimmt, former premier of the 





Italy 


Same old mess 


ROME 





ter, is under investigation on suspicion of 
some back-scratching peccadillos. 

< Still, itis all’ small beer compared. with 
the Christian Democrats’ elaborate system 
of anonymous cash donations, party slush 
funds worth many millions of p-marks, and 
secret foreign accounts built up over dec- 
ades, But might the Social Democrats not 
have done likewise, especially when they 
were in power? 

No one is sure. But since they were out of 
federal: government for all but 15 of the 51 
years since Germany's modern republic was 
founded, they clearly had less opportunity 
for nest-feathering. Also, they benefited 
much less than the Christian Democrats did 
from the Citizens’ Union set up by Chancel- 
lor Adenauer in 1954 to funnel tax-deduct- 
ible donations to all German democratic 
parties with the aim of fending off commu- 
nism. Few think the Social Democrats have 
been saints. But they have a long way to go 
before matching the exposure of the past 
sins of their Christian counterparts. 





The usual fractious alliances of left and right are threatening to block Italy’s 
badly needed constitutional and economic reforms 


OLITICS in Italy has regressed. In the past 

six years, various coalitions have come 
and gone. Four governments have collapsed. 
A solid new movement of the centre has 
failed to establish itself, especially since the 
man who looked best placed to build one, 
Romano Prodi, went off to Brussels to pre- 
side over the European Commission. And in 
the past few weeks roughly the same awk- 
ward alliances that were cobbled together in 
the wake of the corruption scandals in the 
early 1990s seem to have re-emerged. This 
old-new line-up does not bode well either 
for Italian political stability or for economic 
or constitutional reform, 

On the right, Silvio Berlusconi, the media 
tycoon who leads the main opposition, has 








managed to lure Umberto Bossi and his 
once-separatist and now much weaker 
Northern League back into his alliance, 
which includes the post-fascists and some 
midget parties. It was Mr Bossi who sank Mr 
Berlusconi's short-lived government in 1994, 
calling him a dictator and a crook. But now 
Mr Bossi says the tycoon will become Italy's 
“new king’—with himself as “Garibaldi”, 
the guerrilla leader who won independence 
for Italy in the 19th century. 

The left is also back in much the same 
state as before. With Mr Prodi out of the pic- 
ture (and out of the country), his Olive Tree 
alliance, which had turned into an increas- 
ingly unwieldy jumble of 12 parties, includ- 
ing post-Communists, _ still-Communists, 











Saarland and now federal transport minis- 






Greens, leftish Catholics, Socialists and Mr 
Prodi’s own demoralised rump of centrists, 
has been trying, without success, tocome up 
with a new name. And the Refounded Com- 
munists, the diehards who sank Mr Prodi’s 
coalition government of the centre-left in 
1998, now sound ready to go back into a 
broad-left fold. 

There is a small chance, however, that 
smaller parties might yetchange the political 
landscape. In particular, Emma Bonino’s 
Radical Party has been trying to win backing 
for a series of referendums which, if 
adopted, could shake things up—generally 
for the good (see table below). Among other 
things, Italians will be asked whether em- 
ployers should be able to hire and fire more 
easily, and whether they should be freed 
from the requirement to take on only union 
labour. The Constitutional Court ruled on 
February 3rd that seven of the 21 mooted ref- 
erendums can be put to the people, some 
time between mid-April and mid-June. 

But the leaders of most of the bigger par- 
ties are already doing their best to put up ob- 
stacles. The (ex-Communist) Democrats of 
the Left, who provide Italy’s current prime 
minister, Massimo D’Alema, had hoped to 
lure Ms Bonino, who has between 5% and 
10% of the voters behind her, to their side. But 
her keenness on the referendums has put 
them off. At their party conference last 
month in Turin, the Democrats of the Left 
rubbished her proposals, especially those 
that would deregulate the market. 

There is a sense, moreover, that the ex- 
Communists, who had veered fast towards 
the middle ground a few years ago, may be 
pulling back towards the marshes of the old 
left. It was particularly striking that Mr 
D'Alema and his party’s national secretary, 
Walter Veltroni, were both overshadowed at 
the conference by a third man, Sergio Coffer- 
ati, the old-style boss of Italy’s largest trade 
union. He won no formal position in the 
party, but was given the most rapturous re- 
ception by the rank-and-file. A leftward tilt 
might enable the Democrats of the Left to 
scoop back more votes from those on the 
flintier left who have deserted them. But it 
would become harder for them to get along 
with the clutch of centre-left parties within 
the present ruling coalition, most of which 
still want to woo middle-of-the-road voters. 

The right, however, is divided too. Some 
in Mr Berlusconi's Forza Italia, the right’s big- 
gest party, believe.the referendums favour 
modernity. And if it backs them, a grateful 
Ms Bonino might perhaps support a Berlus- 
coni-led alliance in the next election, due by 
2001. But Gianfranco Fini, the post-fascist 
leader, is against. referendums that could 
lead to reforms of hiring rules and pensions, 
though he wants a new electoral law. The 
Northern League's Mr Bossi, who likes Aus- 
tria’s Jorg Haider, is promoting the referen- 
dum on immigration. 

In other words, the stage is set for a 
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troubled political spring and summer. And 
by autumn, if not before, Italy will be limber- 
ing up for yet another bout of in-fighting and 
alliance-making in the approach to the gen- 
eral election. Two things that look unlikely, 
though, are stability and reform. 





Russia 
Winning at last? 


T DOES not mean the war will end soon. It 

destroys neither the Chechen will to fight, 
nor the raggle-taggle army that has resisted 
Russia’s assault for nearly half a year. But for 
Russia’s acting president, Vladimir Putin, 
who is facing election next month, and for 
his generals, the Russian half-victory in 
Grozny this week is the first good news for 
months. The rebels’ evacuation of the smoul- 
dering city may also be a relief to those west- 
ern governments that have been keen to “do 
business” with Russia’s new leader but a bit 
embarrassed by the fight for Grozny. 

Russia’s original plan was to trap the 
Chechen fighters in their capital and force a 
humiliating surrender. That did not happen. 
The Chechens now say their force defending 
Grozny “has fulfilled its tasks” and been 
withdrawn “in a planned and organised 
manner”. That did not quite happen either. 

Chechnya’s president, Aslan Maskhad- 
ov, had earlier told his men to hold the capi- 
tal until the end of this month. At the start of 
Russia’s latest offensive, in December, that 
looked possible. Chechen fighters seemed 
able to cross Russian lines almost at will. The 
demoralised Russian conscripts manning 
road-blocks preferred not to risk their lives 
by challenging their fearsome opponents. 
Chechens seemed able to buy Russian 
weapons with remarkable ease. 

But by the end of January the siege was 
tightening. After two weeks of heavy fight- 
ing, Russian troops had taken Minutka 
Square, a key junction near the town centre. 
Care of the wounded was becoming impos- 
sible. According to one report, the Chechen 
health minister himself was one of a handful 
of surgeons still working. On February 1st, 
some 2,000 Chechens—probably the major- 
ity of the defenders—fled alonga railway line 
tothe west of the city. 

They suffered heavy losses, both from a 
minefield and from artillery bombardment. 
A large group was holed up in a village out- 
side Grozny, apparently surrounded by Rus- 
sians; though these rebels escaped, heading 
to the mountains, on February 3rd. Some top 
Chechens have been killed, including the 
commanding officer in Grozny, Aslanbek Is- 
mailov. Shamil Basaev, a legendary com- 
mander understandably seen as a blood- 
thirsty terrorist in Russia, is said to have been 
wounded in the leg—although the Russians 
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BELGRADE 


HO said Serbia was isolated? At the 

bustling Rezhisor café in one of Bel- 
grade’s concrete suburbs, a teenage wait- 
ress confides that she is learning a foreign 
language to communicate with custom- 
ers: not English or German but Chinese. 
Around her, Chinese men smoke, drink 
tea and talk on mobile phones. In the ill-lit 
shopping mall outside, Chinese vendors 
sell Chinese-made clothes, toys, umbrel- 
las and other goods to Serb customers. 

As parts of Yugoslavia’s depressed 
and chilly capital turn into an unromantic 
sort of Chinatown, the importance of 
President Slobodan Milosevic’s most pro- 
mising diplomatic friendship is becoming 
clear. Every Thursday, a Yugoslav aircraft 
flies from Belgrade to Beijing and brings 
back a new delegation from China. As 
many as 300 Chinese a day have applied 
for Yugoslav residence permits. 

Nor are relations confined to cross- 
cultural exchanges over crispy noodles. In 
December, the Yugoslav government tri- 
umphantly announced that $300m in 
grants and very soft loans had been trans- 
ferred to its coffers from China. The exact 
source is a mystery: some believe it may 
originally have been Serbian money, sent 
abroad for safe keeping. 

In any event, the money from China 
has helped to slow down the dinar’s dive, 
which might have provoked hyperin- 
flation. Mladjan Dinkic, a dissident econ- 
omist, reckons the inflationary dragon 
can now be kept at bay for six months. 

The seeds of Serbia’s friendship with 
China were sown by Mira Markovic, the 
president's influential wife, who went to 








say this report may be disinformation de- 
signed to help the real Mr Basaev escape. 

Russia’s generals are jubilant, claiming 
500 Chechen dead. Though Grozny was not 
important in itself, it was the symbol of Che- 
chen resistance. House-to-house fighting in a 
city riddled with tunnels, bunkers and 
booby-traps would have been immensely 
costly, exposing the Russians’ stretched 
forces; on February 2nd, the president issued 
adecree calling up 20,000 reservists. 

Victory so far has been won by a fairly 
small number of elite troops, such as para- 
troopers and other special forces, who are 
willing to fight at close quarters. But even 
these are inexperienced in mountain war- 
fare. Russia is finding it hard to winkle Che- 
chen fighters out of their strongholds in 
mountain gorges in the south, where the fu- 
gitives from Grozny were heading this week. 

Day after day, official army reports make 
unconvincing claims of accurate strikes on 
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And send more fortune cookies 


China three years ago and loved its mix- 
ture of Marxism, the market and firm gov- 
ernment. The partnership was sealed in 
fire last May when nato bombed the Chi- 
nese embassy in Belgrade, setting off a 
wave of anti-American rage in China. 
Though China has resumed military ex- 
changes with the United States (by send- 
ing a delegation to the Pentagon last 
week), and has accepted an offer of com- 
pensation, it still insists the bombing was 
deliberate—and is snuggling up to Serbia 
asa fellow victim of NATO. 


highland hideouts. A typicai bulletin on Feb- 
ruary 2nd announced that 150 air sorties had 
“destroyed over 20 rebel bases, four air- 


defence systems, 13 trucks, two communica- ~ 


tion stations and two ammunition depots”. 
And holding the territory is much harder 
than bombing it. Chechens have shot down 
several Russian helicopters ferrying supplies 
and reinforcements to mountain garrisons. 
Guerrilla warfare is likely to continue for 
many months, especially if fighters from 
Grozny do reach the mountains. Though a 
leading pro-Russian Chechen says he is bro- 
kering peace, his claim sounds self-serving. 
In any event, a hard core of Chechen mili- 
tants is likely to fight on. Meanwhile, condi- 
tions for the 200,000-plus refugees from the 
fighting are steadily worsening, and the ma- 
rauding of Russian soldiers in the areas they 
control gives ordinary Chechens every rea- 
son to goon hating them. 
Ei 
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Ismail Cem, a Turkish strategist 


N A scholarly screed entitled “The History of Underdevelop- 

mentin Turkey”, which many thoughtful Turks took rather seri- 
ously, Ismail Cem blamed a lot of Turkey’s ills on his country’s em- 
brace of western materialism. Thirty years on, as foreign minister, 
Mr Cem has become a leading architect of his country’s plan to 
persuade the European Union to let Turkey join the club. In pur- 
suit of that aim, he has done much to soften the enmity with 
Greece, Turkey’s old foe in the Aegean. He has quietly stopped 
Rauf Denktash, leader of the Turkish part of Cyprus, from kibosh- 
ing the latest, and tentatively hopeful, round of talks about that di- 
vided island. And he has ensured that Turkey stays one of Amer- 
ica’s favourites in the region, an important member of Nato at a 
dangerous pivot between east and west. In short, he has been 
chalking up some impressive achievements. 

So has he changed his ideas, then? 
Of course not, he insists. “The West is 
one thing, Europe is another. Being 
European is adhering to a value sys- 
tem, it is about respect for democracy, 
religious tolerance, gender equality 
and cultural plurality. As such,” he ar- 
gues, flitting breezily past the question 
of Kurdish pleas for language and 
other rights, “Turkey has been Euro- 
pean for 75 years.” Then, warming toa 
well-worn Turkish paradox, he goes 
on to explain that his country is Asian 
as well as European—and that that is 
its “greatest wealth and strength”. 

No doubt. But for the moment Mr 
Cem’s top priority is to keep sweet the 
EU, and especially its blackball-wield- 
ing Greek member. “Instinctively, he is 
a bleeding-heart pro-European,” says 
one western diplomat. And his latest 
and greatest recent asset, apart from an 
easy, smiling manner and a fine com- 
mand of French and English, is his 
friendship with George Papandreou, 
his Greek counterpart, who is perhaps 
even more responsible for the two 
countries’ current rapprochement. 
“Cem is one of us,” purrs another Eu 
diplomat in Ankara, Turkey's capital. 
After a visit by Mr Papandreou to Turkey last month, Mr Cem was 
due in Athens this week—an exchange that would have been un- 
thinkable a few years ago. 

Indeed, Mr Cem made a dreadful start two-and-a-half years 
ago, when he became foreign minister in an awkward coalition led 
by the left-of-centre but nationalistic Bulent Ecevit. The Eu’s re- 
fusal, at a meeting in Luxembourg shortly before Mr Ecevit’s gov- 
ernment took office, to put Turkey ona list of candidates to join the 
club had set off a wave of bitter anti-western anger among Turks 
that was impossible even for a pro-European like Mr Cem to ig- 
nore. As a result, he felt obliged to turn Turkey’s back on anything 
to do with the £u, in the hope—now seemingly justified—that the 
Union would have to come round to the idea that Turkey was too 
important to be left out. 

Born into a rich Ottoman family in 1940, Mr Cem is proud of 
roots that go back to Salonika, now in Greece, where modern Tur- 
key’s founder, Kemal Ataturk, was born. Mr Cem’s family fled to 
Istanbul before an advancing Greek army in 1907. From his father, 





a pioneer film maker, he inherited a passion for photography— 
and an early idealism. Educated at Turkey's top school, Robert 
College in Istanbul, Mr Cem studied law in Lausanne and politics 
in Paris before becoming a columnist for the left-leaning daily 
newspaper, Cumhuriyet (the Republic). Soon spotted by Mr Ece- 
vit, during one of his spells as prime minister in the 1970s, Mr Cem 
at 34 became the youngest director of Turkish radio and television, 
ata time when the state had a monopoly of broadcasting. 

This brainily patrician background did not seem to mark Mr 
Cem out as a natural vote-winner among ordinary Turks. But he 
has done surprisingly well on the hustings, winning a parliamen- 
tary seat in 1995 for his secular, leftish party in the central Anato- 
lian city of Kayseri, a bastion of religious and nationalist conserva- 
tism, and doubling his share of the vote last year. He is even 
mentioned, these days, as a future 
prime minister. 

Is his world view still changing? 
True to his belief that Turkey must be 
eastern as well as western, his gaze is 
not locked solely on Brussels. Indeed, 
he reckons his latest challenge is to pre- 
vent the chaos of the Caucasus and 
Chechnya spreading south and east 
and into the Muslim lands of former 
Soviet Central Asia. He has fended off 
complaints from Islamic-minded 
Turks that Turkey should be more ag- 
gressive in matching its old Russian 
rival to the north. Warily, when he vis- 
ited Moscow last year, he agreed that 
the war in Chechnya was Russia’s in- 
ternal affair. 

But, despite his mild manner, Mr 
Cem has been toughening Turkey’s 
foreign policy towards east and north. 
A Turkish appeal last month for a 
“Caucasus stability pact” between 
Azerbaijan, Georgia and Turkey was a 
veiled warning to the Russians to cease 
meddling in countries to the south of 
Chechnya. And recently Turkey has 
sounded keener, with American back- 
ing, for gasas well asoil pipelines to run 
from the Caspian across Georgia and 
into Turkey, to by-pass the prickly Russians. It was notable, too, 
that Mr Cem urged Mr Ecevit to let the Americans use Turkish 
bases from which to bomb the Serbs in Kosovo last year. 

On two of Turkey’s most ticklish issues, the Kurds and Cyprus, 
he has yet to give much ground. But he may be more flexible than 
he has so far let on. True, Turkish threats against Syria in late 1998 
for harbouring Abdullah Ocalan led to the Kurdish rebel leader’s 
expulsion and eventual kidnapping by Turkish special forces in 
Kenya. But Mr Cem may, in moments of reflection, reckon that a 
deal with the Kurds will one day have to be struck. He has also— 
against the official grain—argued that “everyone in Turkey should 
have the right to broadcast in his own mother tongue”. 

As for Cyprus, it is not yet at the top of Mr Cem’s list. The UN is 
holding a new round of talks in Geneva, hoping that detailed neg- 
otiation will start in May, after the stubborn Mr Denktash’s ex- 
pected re-election as the Turkish-Cypriot president. No Turkish 
politician in power has ever risked being seen to prod Mr Denk- 
tash into making concessions. Could Mr Cem dare to do so? 
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Stymied in Ulster 


BELFAST 


A failure of nerve on the part of Sinn Fein and the IRA lies behind the latest 


threat to the peace process 


HE endless wrangle over the 1ra’s ar- 

moury has come to yet another crunch. 
As The Economist went to press, last-minute 
efforts were under way to avoid the suspen- 
sion of Northern Ireland's new government, 
shared for the past two months between 
unionists, nationalists, and the republicans 
of Sinn Fein, the political wing of the 1ra. Da- 
vid Trimble, the leader of the Ulster Unionist 
Party, appeared ready to resign as the prov- 
ince’s first minister on February 4thif thera 
had not started to scrap its guns. The Irish 
government's plea to republicans was stark: 
a firm timetable for scrapping weapons, or 
lose your political gains. 

Yet anything short of the actual surren- 
der of some weapons might now be 
too little to keep the process going, 
Last November, Mr Trimble and the 
British and Irish governments were 
led to believe that the rra was on the 
point of giving up some weapons. Mr 
Trimble told his party he would resign 
as first minister if nothing had hap- 
pened by February. Nothing did. 

What went wrong? Asever, the re- 
publicans are maintaining a united 
front in public. But underneath, they 
may be frozen in indecision and inter- 
nal argument about what is to hap- 
pen to the guns, ammunition, explo- 
sives and detonators they have 
hidden around Ireland. Hanging on to 
them is their last bargaining card. 
Putting them “beyond use” might 
seem like an irretrievable step. 

Today’s republican leadership 
has come a long way without taking 
that step—in part because both the 
British and Irish governments recog- 
nised the difficulty involved. Sinn 
Fein’s politicians have become credi- 
ble players in the government of 
Northern Ireland. If peace lasts, they 
might also become power-brokers in- 
side the next few years in a hung par- 
liamentin Dublin. 

But traditionalists in the republi- 
can movement think that Gerry Ad- 
ams and Martin McGuinness are trai- 
tors. Once an IRA leader dedicated to 
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booting Britain out of the island of Ireland, 
Mr McGuinness is now a minister in the Un- 
ited Kingdom region of Northern Ireland. He 
and Mr Adams presented each move away 
from the old objectives as an advance for 
their people. No radical move has come 
without initial obfuscation of their inten- 
tions. The Adams-McGuinness line has car- 
ried the rra along, with some wastage and 
one serious split—the breakaway Real IRA, 
much of whose threat was dissipated by the 
carnage created by their bombing of Omagh 
in 1998, and the subsequent backlash. 
Decommissioning has always been pri- 
marily a unionist demand, supported with 
varying degrees of sympathy in London and 





Enough is enough for Trimble 


Dublin. The latest crisis erupted when Mr 
Trimble announced that he was on the point 
of resigning from the eight-week old power- 
sharing government, because no start had 
been made to decommissioning. 

Mr Trimble’s party’s ruling council meets 
on February 12th. At their last meeting in No- 
vember, Mr Trimble won a narrow vote in 
favour of taking office only by promising res- 
ignation if there was no speedy movement 
on guns. Genera! John De Chastelain, the 
Canadian in charge of the international 
body that is meant to supervise decommis- 
sioning, has been the soul of tact. But he can 
report little progress that will convince Mr 
Trimble’s unionist critics. 

An IRA “interlocutor” has assured the 
general that the “peace process is under no 
threat from the rea.” A rare IRA statement, 
delivered in a series of media briefings, re- 
peated the message. The ra wanted a per- 
manent peace. Their sustained ceasefire, the 
silence of their guns, was evidence of that. 

Why nothing more? Sinn Fein has run 
out of convincing explanations. The original 
claim was that Mr Trimble’s deadline 
breached the peace agreement: there would 
be no IRA compliance with a unionist 
demand. But no republicans suggest 
that without the deadline there 
would by now have been bags of guns 
and explosive en route to the general's 
demolition experts. 

Various other explanations are of- 
fered. Once, it was claimed that there 
could be no movement on guns until 
all the institutions and reforms agreed 
between parties and governments 
back in 1998 were up and running. All 
are either in place or well in train, the 
most substantial the proposed trans- 
formation of the largely Protestant 
and heavily armed Royal Ulster 
Constabulary, into a civilianised po- 
lice service with no overt British or 
unionist symbolism. 

Republicans have strained 
throughout to put decommissioning 
in a context of wider demilitarisation; 
as a quid pro quo for reduced troop 
levels and the removal of army bases 
and watchtowers. But it is clear that 
they realise, although they claim oth- 
erwise, that security changes have al- 
ready followed the diminution of the 
paramilitary threat. 

The most persuasive argument is 
that the 1998 agreement proposed a 
completion of decommissioning by 
May 2000, but envisaged that new po- 
litical arrangements would by then 
have been upand running for most of 
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those two years—necessary, said republi- 
cans, toassure their people that the unionists 
and British were sincere. Messrs Adams and 
McGuinness have been eloquent this week 
on the mere eight weeks of shared govem- 
ment. Unionist stalling certainly ate up 
much of the two years. But 1ra breaches of 
the ceasefire had strained confidence in re- 
publican intentions along the way, and re- 
publicans, up close, are not convincing that 
this is the real reason for inaction. 

Official and popular opinion on balance 
accepts that the ira have turned their backs 
on violence and are, as they suggest, commit- 
ted to peace. Token decommissioning would 


be enough to satisfy many, in government 
and elsewhere. Anti-agreement unionists 
are openly delighted at the prospect of the 
agreement collapsing. Mr Trimble is clearly 
torn between his desire to continue in office, 
and the demands of his party. But he cannot 
drop the demand for decommissioning; so 
the problem remains at the 1ra’s door. 
Republican leaders have proved adept 
at negotiation. They must long ago have de- 
cided on their bottom line. They may in the 
end have promised more than they could 
persuade their rank and file to deliver, or just 
discovered that their nerve deserted them 
when the options narrowed down. 
a 





Homosexuality 


Preach what you practise? 


Once again battle is being joined over Section 28, the law that bans local 
authorities from “promoting” homosexuality. The government wants to 
repeal it, but has been caught unawares by a fervent campaign for its 


retention 


T MIGHT have been a sketch from Monty 

Python. Amid the Victorian Gothic splen- 
dour of a committee room in the House of 
Lords, elderly Conservative peers stooped 
over a selection of pamphlets and books 
dealing with that most difficult of subjects, 
homosexuality. As the peers scrutinised the 
material, much of it explicit, there were a lot 
of tut-tuts, some audible inhalations of 
breath and the occasional muttered “dread- 
ful” or “horrific”. A smartly dressed young 
aide was on hand to explain to one peer ex- 
actly what “sam” might mean. 

The committee room had been booked 
last week by Lady Young, a Tory baroness, in 
conjunction with the Christian Institute, an 
evangelical group. Lady Young is the most ac- 
tive leader in England of the political cam- 
paign to prevent the repeal of Section 28 of 
the 1988 Local Government Act, which pre- 
vents local authorities from intentionally 
“promoting homosexuality”, or from allow- 
ing any state school to “promote the teaching 
of homosexuality asa pretended family rela- 
tionship.” The government has promised to 
repeal the law, which Ben Bradshaw, a gay 


Vacancy: The Economist is looking for a pub- 


lic-policy editor to join its team of journalists 
covering Britain. The successful applicant will 
| be expected to cover health and welfare pol- 
icy in particular, and will also have scope to 
write about major policy initiatives in other 
areas of government. He or she will be ex- 
pected to develop an overall picture of the 
government's legislative programme. Journal- 
istic experience would be a distinct advantage, 
but relevant experience in government or aca- 
demia will also be considered. Please apply by 
February 18th to Gideon Rachman, Britain 
Editor, The Economist, 25 St James's Street, 
London swiA 1HG 
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Labour mp, says “came out of homophobic 
bigotry”. The House of Lords is due to debate 
repeal on February 7th. 

The scrapping of Section 28 was not ex- 
pected to be controversial. After all, since 
1997 the gay lobby has won several advances 
towards what it sees as a more just society. 
Last autumn, in a landmark ruling, the 
House of Lords accepted that a “family” 
could be founded on a homosexual relation- 
ship. The ban on gays in the armed forces has 
just been lifted. And next week a bill to cut 
the age of consent for gay sex to 16, the same 
as for heterosexuals, will have its second 
reading in the House of Commons. Given all 
this, ditching Section 28 should have been 
easy. Perhaps New Labour imagined that 
Lady Young and her kind were relics of a by- 
gone age. 

Some relics. In Scotland, where the de- 
volved government proposed repeal at the 
beginning of January, the opposition has 
acted speedily and noisily. A Scottish busi- 
nessman, Brian Souter, has promised to fi- 
nance the campaign against repeal. Cardinal 
Thomas Winning, leader of Scotland's Cath- 
olics, has denounced the proposal. South of 
the border, several bishops and the chief 
rabbi have spoken out. The Conservative 
Party has promised to oppose its repeal in 
Parliament. And the opponents of repeal 
think they are in tune with public opinion: a 
recent MORI poll found that 54% of those 
asked thought Section 28 should be retained. 

The organised gay lobby was virtually 
born out of opposition to Section 28. The 
best-known gay-rights group, Stonewall, 
and the Pink Paper, a weekly publication, 
were both founded in 1989, products of the 
fight against the law. Section 28 arouses such 
passions because of the circumstances in 
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which it became law, in the aftermath of the 
emergence of aips, when the disease was fu- 
elling anti-gay prejudice. And it was passed 
by the lefts great hate-figure, Margaret 
Thatcher, and was aimed at the excesses of 
“loony left” councils, which handed out 
money to gay and lesbian groups. For many, 
therefore, repeal is a point of principle. 

But to its defenders, Section 28 is a bul- 
wark against the erosion of heterosexual 
family life. In the Lords committee room last 
week were examples of supposed gay pro- 
paganda used by schools before 1988 (in- 
cluding “Jenny lives with Eric and Martin”,a 
notorious but almost totally unread book), 
as well as material now produced by loca” 
health authorities. The Christian Institute 
thinks that Section 28 should not merely be 
retained, but extended to bring health au- 
thorities within its ambit. 

The repealers argue that Section 28 
should go because it is a bad law. The crucial 
word “promotes” is hopelessly vague. Al- 
though no one has ever been prosecuted un- 
der the law, Stonewall claims, for example, 
that teachers are deterred from discussing 
homophobic bullying in schools. The anti- 
repealers retort that Section 28 should stay 
precisely because it has been effective in 
stopping gay propaganda in schools. They 
point out that Section 28 also specifically al- 
lows the “objective discussion of homosex- 
uality” and the “counselling of pupils con- 
cerned about their sexuality”. 

When Section 28’s fate is decided, argu- 
ments about its practical effect will weigh lit- 
tle. The repealers think that the law and its 
defenders are motivated by simple homo- 
phobia. The retainers think that “family val- 
ues” are under attack. Notwithstanding any 
qualms a few Labour mrs might have, the 
government is still firmly for abolition. 
Whatever happens in the Lords next week, 
Labour will use a three-line whip to get the 
repeal of Section 28 through the Commons. 
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Britain and the euro 
Edging away 


HIS has been the worst of weeks for ad- 

vocates of British membership of the sin- 
gle European currency. The euro fell back be- 
low parity with the dollar and hit new lows 
against the pound, hardening the popular 
impression in Britain that the currency has 
“failed”. Wim Duisenberg, the president of 
the European Central Bank, poured cold wa- 
ter on the notion that Britain could swiftly 
join the euro. The Confederation of British 
Industry let it be known that it will stopcam- 
paigning for Britain to join the euro until the 
government gives a firm lead. And to cap it 
all, public opposition to joining the euro hit 
new highs—this week an icm poll showed 
69% opposing it (see chart). 

All of this bad news for the pro-euro 
campaign confirms a shift that has been qui- 
etly taking place for a couple of months. Put 
simply, the government is backing off its 
plan to try to get Britain to make a rapid deci- 
sion to join the euro. It used to seem so sim- 
ple. Tony Blair would win re-election. Shortly 


afterwards, probably in autumn 2001, Brit- 
ain would hold a referendum on joining the 
single European currency. A powerful cross- 
party alliance led by Mr Blair would isolate 
the Tory Eurosceptics and win the vote for 
the Yes campaign. Britain would take its 
rightful place “at the heart of Europe”. 

So much for theory. In practice, ever 
since the Tories did best in Britain’s elections - 
to the European Parliament last June, the 
Blair government has been backing away 
from the euro. The prime minister and his 
advisers are worried that the prospect of an 
imminent referendum might allow the To- 
ries to focus a general-election campaign 
around the one issue that might conceivably 
swing it for them: Europe. So ministers have 
been saying lately that it would be wrong to 
“bounce” Britain into a euro referendum im- 
mediately after a general election. The gov- 
ernment is hoping thereby to defuse the is- 
sue; the Tories, however, are determined to 
try to keep up the pressure (see next story). 

In the past, Mr Blair has let it be known 
that he would regard it as an “abdication of 
responsibility” endlessly to defer the ques- 
tion of British membership of the euro. But 
the prime minister is not keen on fighting 





Shipman’s victims 


ERIAL killers, most Brit- 

ons suppose, are wild- 
eyed psychotics, like Peter 
Sutcliffe, the “Yorkshire Rip- 
per”, who murdered 13 
women witha hammerand 
a screwdriver, or oddball 
loners, like Dennis Nilsen, 
who killed and cut up 16 
homosexuals at his London 
home. They are not meant 
to be well-known pillars of 
their local community. They are espe- 
cially not meant to be respected family 
doctors. 

And yet Britain found out this week 
that its worst-ever serial killer was pre- 
cisely that. Dr Harold Frederick Shipman, 
a 54-year-old grey-bearded bespectacled 
family doctor, was well-liked as a twinkly- 
eyed, hard-working chap in Hyde, near 
Manchester. But on January 31st, he was 
found guilty of murdering 15 of his pa- 
tients, all elderly women, by injecting 
them with morphine. Police fear he may 
have killed 150 patients in all, and maybe 
even more, in his 30-year medical career. 

More mystifying is that no clear mo- 
tive emerged. Psychologists have specu- 
lated that he wasa control freak who liked 
using the power of death, Even more dis- 
turbing is that all sorts of warning signs— 
the abnormally high death rate among his 
patients, the unusually high amounts of 








morphine and diamor- 
phine he was prescribing— 
went unremarked. Even 
when two neighbouring 
doctors and a funeral direc- 
tor confided their suspi- 
cions to the local coroner, 18 
months before he was fi- 
nally arrested, police con- 
cluded there was not 
enough evidence to warrant 
them seizing Dr Shipman’s 
medical records and interviewing him. 

The presumption of medical inno- 
cence, the power that a doctor has over 
patients,and the respect which all doctors 
in Britain are accorded, are what allowed 
Dr Shipman to indulge his gruesome 
tastes for so long, But in future doctors 
may not be given so much leeway. On 
February 1st, Alan Milburn, the health 
secretary, announced that an inquiry 
would look at safeguards for patients, par- 
ticularly for those registered at single-doc- 
tor practices like Dr Shipman’s. 

Doctors will have to disclose criminal 
convictions before getting jobs, all doctors 
will have their practice regularly ap- 
praised, and those who give “cause for 
concern” will be monitored—all of which 
will strike many as long overdue. Whether 
this will ever quite restore patients’ naive 
faith in doctors is doubtful, though. The 
mystique may be gone for good. 
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losing battles, and his top priority is re-elec- 
tion. A leading politician says that Mr Blair 
told him recently:“I could win a referendum 
if the press was sceptical ard the public was 
in favour; or | could win it if the public was 
sceptical and the press was in favour. But I 
cannot win it if they're both against.” 

The most ardent pro-Europeans are now 
very worried. Sir Ken Jackson, a union 
leader, accuses Mr Blair of showing a lack of 
leadership over the euro. One leading figure 
in the Yes camp talks of “opinion moving 
against us, almost day by day.” Both Robin 
Cook, the foreign secretary, and Stephen 
Byers, the trade and industry secretary, have 
made speeches recently that were billed as 
the beginning of a pro-euro fightback. But 
these efforts have made little headway 
against the barrage of bad news. 

Meanwhile the studious silence of Gor- 
don Brown, the chancellor, is often inter- 
preted as signalling his tacit opposition to 
joining the euro. Actually, it is a bit more 
complicated than that. Mr Brown has other 
priorities, such as bolstering his reputation 
for successful stewardship of the economy 
and pursuing his reforms to the tax and wel- 
fare systems. And, like Mr Blair, he is deter- 
mined not to let the euro get in the way of 
New Labour’s re-election. 

But there is a danger for the pro-euro 
camp in pushing the decision on the single 
currency ever further into the future. A year 
ago opinion polls consistently showed that 
most people did not want to join the euro, 
but even larger majorities thought it was in- 
evitable that Britain would sign up in the 
end. However, the longer Britain stays out 
without encountering serious economic dif- 
ficulties, the more that sense of inevitability 
will be eroded. 

Many of Mr Blair's closest advisers on 
Europe, including Roger Liddle, a Downing 
Street policy wonk, and Lord Simon, a busi- 
nessman and former trade minister, are ar- 
dently pro-euro. But there are others, such as 
Derek Scott, an economist in 10 Downing 
Street, and Ed Balls, the chancellor’s chief ad- 
viser, who have made sceptical noises in the 
past. Their voices may be heard again soon. 
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The Tory leader 


William the unflappable 






For all his troubles, William Hague is a remarkably imperturbable leader of 
the opposition. That may be part of the problem 


HAT makes the William Hague of the 

newspapers so different from the Wil- 
liam Hague you actually meet? One Mr 
Hague is the loser who stumbles from one ac- 
cident to the next, who even after 1,000 days 
of Blairism has failed to hoist Tory standing 
in the opinion polls,and who might noteven 
survive for long in his present job as leader of 
the opposition. The other Mr Hague, whom 
The Economist interviewed this week in his 
Commons office, is affable, upbeat, clever, 
strangely calm--and yet also capable of 
springing the occasional surprise. He has just 
chosen Michael Portillo, his chief internal ri- 
val, as shadow chancellor only a few 
months after Mr Portillo’s return to 
Parliament in a by-election; and he 
has sacked John Redwood, another 
prominent right-winger, from the 
shadow cabinet. 

Labour’s spin doctors call the pro- 
motion of the Eurosceptical Mr Por- 
tillo further evidence that Mr Hague is 
an anti-European extremist leading 
his dwindling Tory band ever further 
to the right. Mr Hague cheerfully de- 
murs. He says that it is Tony Blair who 
is out of step with voters’ wishes on 
Europe. He denies moving to the right. 
And he claims to detect the first strong 
signs of public disenchantment with 
the Blair government. 

As befits a keen student of judo, it 
is his performance on Europe that 
seems to give Mr Hague most satisfac- 
tion. Here is the issue on which the To- 
nies are famously divided and which 
helped to demolish the premierships 
of Margaret Thatcher and John Major. And 
yet Mr Hague has turned. Europe to his 
party’s advantage. As public opinion hard- 
ens against membership of the euro, the gov- 
ernment is growing uneasy about having de- 
cided in principle to take Britain into the 
single currency. “We can fairly claim that as 
an opposition with only 165 seats we have ar- 
rested the course of politics on. this subject 
and turned it round,” Mr Hague says. 

But he insists that he is no “anti-Euro- 
pean”. Whereas a previous generation of To- 
ries might have attributed sinister motives to 
__ the founders of the European Union, youn- 
ger people, reared on the Internet and in 
touch with the new economy, are more 
likely to consider the attempt to create a po- 
litical monolith in Western Europe “irrele- 
. vant”. Far from being anti-European, says 

: Mr Hague, he wants to make the case for in- 
stitutional and national flexibility as the nu 
takes in more members. Britain has the ad- 
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vantage of being a flexible, business-friendly 
country. “But you wouldn’t find anyone in 
the shadow cabinet now who could re- 
motely be described as xenophobic,” 

Mr Hague detects growing disenchant- 
ment with the government, starting neatly at 
the turn of the year and exemplified by the 
fiasco of the Millennium Dome and the win- 
ter crisis in the National Health Service. 
Though itis a traditional Labour strength, Mr 
Hague thinks that health too can be turned 
to the Tories’ advantage if the government 
fails to perform and his own party produces 
bold ideas for reform. He says that Mr Blair 





was right to.call for extra spending on the 
Nus—Conservatives would spend more 
too--but that the prime minister's reluc- 
tance to make greater use of the private sec- 
tor shows that a government which talks in- 
cessantly about modernising things shies 
away from grasping modern solutions. 

Is the Conservatives’ support for in- 
creased spending on health consistent with 
their “tax guarantee” to reduce taxes as a 
share of cor over the life of a parliament? 
Absolutely, says Mr Hague, provided that 
you have either a growing economy or the 
political will to do it. Mr Blair’s government 
lacks the political will, as its debacle over 
welfare reform—‘their greatest failure so 
far”—made plain. For their own part, boasts 
Mr Hague, the Conservatives have been 
more specific than.any previous opposition 
on how they would reduce the size of gov- 
ernment and the number of politicians, to 
clamp down on welfare fraud, deny unem- 


a ployment benefit to people who refuse ajob 
- and privatise industrial-injuries benefit. 








In recent months, it has not only been 
Labour spin doctors but members of his 
own party who have accused Mr Hague of 
leading his party to the right. In December, 
one of Mr Hague’s mrs, Shaun Woodward, 
defected to the Labour Party in protest at the 
Tory leader's “far-right” stand on Europe and 
refusal to repeal Section 28, a controversial 
law banning the “promotion” of homosex- 
uality in schools. But on Section 28, as on Eu- 
rope, Mr Hague says that he speaks for main- 
stream opinion, not for the far right. He 
points to his own record of voting to reduce 
the age of consent for homosexuals to the 
same as for heterosexuals. He is proud that 
his party now has several openly gay candi- 
dates, something that he says would not 
have been tolerated five or ten years ago. 

One senior Tory who has admitted pub- 
licly to gay relationships when he was youn- 
ger is Mr Portillo, whom Mr Hague 
made shadow chancellor this week 
(moving Francis Maude to foreign af- 
fairs). But although this will make it 
harder for foes to accuse his party of 
intolerance, it is unlikely to have fig- 
ured in Mr Hague’s decision. The for- 
mer defence secretary is not only one 
of the Tories’ few big political talents 
but also a potential rival who will 
pose a lesser threat to Mr Hague if he 
has been part of the team leading the 
party to its expected election defeat. 

And, despite everythingits leader 
says, defeat is still expected. Mr 
Hague has done well on Europe, won 
back some local authorities and de- 
veloped a suite of policies—“the 
commonsense revolution”. But 
much of what Mr Hague presents as 
“common sense” sounds like re- 
worked Thatcherism—more private 
health. care, school choice, cutting 
welfare spending. And ‘many voters 
have concluded that Thatcherism was moti- 
vated by ideology, not common sense. The 
Tories trail way behind Labour, at about 30% 
to 50% in opinion polls. Mr Hague’s personal 
ratings have plumbed depths not seen since 
Michael Foot’s hapless leadership of Labour 
in the 1980s. 

Could this change? Mr Hague thinks that 
Mr Blair's problems are growing. He points to 
last month’s televised shouting match be- 
tween Mr Blair and members of the London 
Labour Party as evidence of how hard it will 
be-for the prime minister to maintain his 
“Stalinist” control of his party. And yet it is 
possible to view the same scene and draw 
the opposite conclusion. Mr Blair’s rare 
flashes of public temper reveal a man who 
burns with the passion that the agreeable Mr 
Hague badly. lacks. The voters may. want 
something more than intelligence, decency 
and a ready wit. 
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about to fall off. 


underline the imperfections of 


enotglaring in serried ranks as if atan 
| enemy army. They vote electroni- 


-shuffling like penned sheep into di- 
~ vision lobbies. And they knock off 
-intime to say goodnight to their children. 





Scotland's new politics 


N THE principle that travel narrows the mind, Bagehot sel- 
dom strays too far from his regular orbit: Pall Mall, St James's, 
sometimes even the House of Commons. Butin recent months, the 


< debate about the “break-up of Britain” has reached a sort of cre- 


scendo among the rarefied collection of writers and politicians 
-whocare passionately about it. Recent heavyweight contributions 


“to this debate include a witty polemic (“After Britain”, Granta, 


£15.99) from Tom Nairn, the new-left intellectual who started to 
predict the dissolution of the United Kingdom more than 20 years 
ago and who now expects shortly to be vindicated; plus a call for 
the creation of a separate English parliament from Andrew Mart,a 
prominent journalist and former author of this column (“The Day 
Britain Died”, Profile Books, £7.99). 
According to Mr Marr’s publisher, 
“the break-up of Britain is the hot- 
test political issue of the moment— 
and the temperature of the debate 
will only rise.” This clinched it. Es- 
‘chewing his love of the familiar, 
Bagehot set off to visit one of the bits 
of Britainthat is supposed to be 


Scotland’s new parliament is 
stillin temporary quarters inside the 
Church of Scotland’s assembly hall 
in Edinburgh. Every mp at Westmin- 
ster should visit it. It is not the most 
perfect of parliaments. But its size 
(only 129 mses, compared with the 
659 Mps in London) and informality 


Westminster, which is much loved 
by older inmates but reeks to new- 
comers of boiled cabbage and calci- 
fied minds. Members of the Scottish 
Parliament argue with one another 
unconstrained by ancient standing 
orders. The parties sit in a horseshoe, 


cally at bright new desks, instead of 


Asecond excellent feature of Scotland’s new politicsis that itis, 
still, a refreshingly amateurish affair. In all of the main parties 
there are some msps whoare old hands from Westminster. Donald 
Dewar, Scotland's first minister, sat not long ago as Scottish secre- 
tary in Tony Blair's cabinet. Alex Salmond, who leads the Scottish 
National Party (snp), is a seasoned tactician with a sharp mind and 
sharper tongue. But mingled in with the former Westminster Mes 
are plenty of novices, some of them now holding down jobs as se- 


‘|. mior ministers in Mr Dewar’s executive. These former academics 


and teachers, startled by the abruptness of their elevation and un- 
trained for office, quail at the approach of journalists. During par- 
liamentary questions they frown into briefing papers and aspire 
toimpart actual information, instead of concentrating, as real poli- 
ticians do, on the serious business of scoring debating points. 

To Bagehot’s mind, a third magnificent thing about the Scottish 
Parliament is its parochialism. This is nota criticism. Nor should it 
have come as a surprise.What point is there in breaking the United 
Kingdom into smaller bits unless the parliament of each new bit 












































narrows its focus? A parliament for 5m people inevitably feels dif- 
ferent from a parliament for 59m. And yet the parcchialism does. 
come as a surprise. This is because those rarefied debates on th 
break-up of Britain are invariably conducted in the grandiloquent 
language of national destiny and constitutional architecture. They 
are no preparation for the workaday reality of more localised poli 
tics. Theorists of national identity could do worse to restore some 
perspective than to sit through parliamentary questions on croft: | 
ingin the Highlands and Islands, and the signposting for Wigtown, | 
Scotland’s “National Book Town”. $ 
Refreshing, amateurish, parochial. To this list itis necessary to 
add the observation that in Scotland, as in most places, politics can 
turn on personalities. One of the bi 
things that makes Scotland’s ex. 
periment with devolution signifi- 
cant for England isthatitisrunbya | 
coalition government, Mr Blair is 
occasionally said to see Labour's | 
coalition with the Liberal Demo-."|. 
crats in Scotland as the dry-run for | 
a similar coalition a: Westminster. 
If sọ, last week should have been a 
triumph for Mr Dewar, He negoti- 
ated:a compromise on student tu- | 
ition fees that had threatened to: 
break the coalition apart. But the 
coalition-saving deal coincidec 
with a personal scandal s 
ing one of Mr Dewar’s politi 
visers, which promptly displaced i 
from the local headlines. Thos 
_ who debate the break-up of Britain | 
tend to ask whether its political. 
Structures are properly designed. 
Most of the time, voters care little- 
about structures, more about the | 
quality, probity and foibles of the: | 
politicians who inhabitthem. : 
Mr Salmond, whose «party's: | 
aim is to make Scotland fully inde- | 
pendent, claims to be especially - 
worried about this. As leader of the 
opposition, it is his job to show up 
what he considers the incompetence of Mr Dewar’s government. 
But the Parliament itself is so young, and the constitution sou 
tested, that when Mr Salmond fires his big guns at Mr Dewar’s gov- 
ernment, he is in danger of knocking holes in the reputation of the 
legislature itself. That, of course, will not do. The swe isin business 
to persuade the people of Scotland that havinga parliament in Ed- 
inburgh is better than having to be part of a much bigger crowd at 
Westminster, and that breaking off from England would be a bet- 
ter arrangement still. How will the Scots feel about risking inde- 
pendence if their newly repatriated political leaders cannot even 
make a success of the halfway-house of devolution? 
Sorry, Mr Nairn, but it is much tooearly totell. And, despite the | 
claim of Mr Marr’s publishers that the temperature of the debate 
“can only get hotter”, Bagehot's impression is that Scots are 
minded to bide their time. The only thing that is already plain is 
that Scottish politics is now, at last,all about what happens in Scot- 
land. The antics of Westminster have been swept out of Scottish 
heads and off the front pages of Scottish newspapers. That is just as 
likely to dull the appetite for independence as to whet it. 
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‘youcmorown nme | A successful executive is 
Nome ab a successful negotiator. 
And a master strategist. 






Strategic Public Sector Negotiation, May 22-26, 2000 


SPSN is a powerful and fast-paced short program which uses top 
Harvard faculty to help experienced executives move to new levels 
-of negotiation skill, add strategic dimensions to their negotiations, 

and strengthen their analytic abilities to produce successful and lasting 
agreements. Designed for those at the public-private interface, 

each year SPSN gathers distinguished executives from governments, 
corporations, NGOs and international organizations—those who must 
produce formal agreements or contracts, structure complex financial 
transactions, resolve disputes, or negotiate within their organizations 
for authority and resources. The tightly organized session moves from 
simple negotiation exercises to complex strategic multi-party agreements. 
The actual negotiation exercises and role playing help executives 
internalize the tactical skills needed to produce successful agreements. 
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For brochure and application, please contact: 
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email: KSG_Execkd@Harvard.edu 
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A jam at 32,000 feet 


LONDON AND WASHINGTON, DC 


Air-traffic control is failing to keep pace with the boom in air travel. 
Passengers are paying in delays and cancellations 


N JANUARY 28th Europe’s air-traffic 
control bosses met some 38 transport 
ministers to unblock the continent’s grid- 
locked skies. Europe’s antiquated air-traffic 
control is fragmented into 49 centres and 31 
national systems. Its hardware uses 30 pro- 
gramming languages and 22 operating sys- 
tems. A third of all flights are delayed by 
more than 15 minutes, ata cost toairlinesand 
passengers of some $10 billion a year. This 
latest summit was the sixth since the sum- 
mer of 1989, when delays in southern Europe 
almost brought the entire system to a halt. 
But if past efforts are anything to go by, the 
talks are likely to make about as much pro- 
gress as a jumbo stacked up over Heathrow. 
Fragmentation is not the only problem 
facing air-traffic controllers. Although Amer- 
ica hasa single system of air-traffic control, it 
‘too has seen delays climb 
steadily for five years (see chart 
on next page). The cause is, sim- 
ply,a booming market in air tra- 
vel. Europe and America may 
see a doubling of air travel over 
the next 10-15 years. According 
to: Xavier Fron of Eurocontrol, 
“which tries to co-ordinate Euro- 
pean air-traffic control, if capac- 
ity stays constant, every 1% rise 
in traffic produces a 5% increase 
in-delays. So, unless air-traffic 
control improves hugely, delays 
will grow longer and more fre- 
quent—until demand is choked 
off by the sheer hassle of flying. 
<=> Safety is also at stake. So far, 
although the public-sector 
mentality of air-traffic control 
has failed to respond to de- 
mand, caution has at least en- 
sured safety. Yet controllers 
reckon that the risk of acollision 
rises as a square of any increase 
in traffic. This means that, if air 
traffic doubles, a collision be- 
comes four times as likely. If the 
number of deaths from flying is 
not to rise dramatically, some 
way will have to be found to re- 
duce. the risk of accidents. All 
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this spells a need for overhaul and invest- 
ment for which neither Europe nor America 
show any sign of preparedness. 


The Maastricht treatise 


Take Europe first. Europe’s airlines were ex- 
cluded from last week’s meeting, even 
though passengers tend to blame them for 
delays. An earlier meeting, on January 12th, 
between airline bosses and air-traffic con- 
trollers turned into a dogfight as the busi- 
nessmen stacked up toaim salvoes at the bu- 
reaucrats. To the airlines’ fury, controllers 
were promising merely to try to make this 
summer’s delays no worse than those of 
1997. Airline bosses such as Xavier de Irala of 
Iberia, who heads the Association of Euro- 
pean Airlines, and Jiirgen Weber of Luft- 
hansa, weighed in with calls for a zero-defect 





approach to air-traffic control, the standard 
that airlines expect from their other suppli- 
ers. Bob Ayling, chief executive of British Ai 
ways, accused Eurocontrol of a Soviet-style 
attitude, with its calls for collaboration in 
“strategic planning of demand” 

In theory the current mess should never - 
have started. Forty years ago, Europe- 
planned to run air-traffic contro! through» 
only three centres, Shannon in western Ire- 
land, Karlsruhe in Germany and Maastricht, . 
where Belgium, the Netherlands and Ger- _ 
many meet. The entire continent was to be | 
overseen by Eurocontrol. 

But European governments refused to 
compromise their own airspace (aboutas ac- 
ceptable as a European army, comments one 
controller). Thus Europe’s air-traffic control: 
is condemned to work at the speed. of its. 
slowest member, as pilots are handed over 
frem one country’s system to another every. 
30-60 minutes. Eurocontrol runs only the: 
Maastricht centre, doing its pitiful best to. 
choreograph the other parts of the system 
The rest of the time itis little more thana talk- 
ing-shop. The European Commission is try 
ing to bash heads together, but Europe’s sin 
gle market does not yet shew much sign of — 
becoming a single sky. 

Demands for change are growing. in. 
America, too. Congestion is ès: 
pecially bad in the north-eastern 
comer of the United. States. 
where it is approaching Euro- 
pean levels. Making matters 
worse in America is the growing 
use of small regional jet aircraft 
to feed from small ‘towns into 
airport hubs. Although these air 
craft fly faster and higher in the 
busy jet lanes than. did. their 
turbo-prop predecessors, they - 
are still slower than bigjets. They 
act, in effect, like caravans hold 
ing up road traffic. 


Air-lock a 
Last summer, the entire country 
was in chaos. The trouble started 
in April when tne Federal Avia- 
tion Administration (kaa) began. 
installing new cisplay monitors 
in control towers, beginning 
with Seattle and working east- 
wards. By the time the overhaul”. 
had reached the busy airspace: 
between Indianapolis and De-. 
troit, confusion was growing, as 
controllers wanted to feel their“ 
way with the new colour dis- 
plays. To the surprise of the air- 
lines, control towers began uni- 
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laterally to impose a separation of 60 
nautical miles between aircraft, irrespective 
of their altitude. Normally, safety dictates 
that flights be separated by five nautical 
miles or 2,000 feet vertically. Then the sum- 
mer thunderstorms arrived. 

In busy airports, such as Detroit, Dallas- 
Fort Worth and Chicago’s O'Hare, the num- 
ber and duration of flight delays doubled. 
On average, 1,500 out of some 22,000 sched- 
uled airline flights a day were held up, leav- 
ing 100,000 passengers fuming in lounges or 
sweltering on the hot tarmac. The public out- 
cry was bitter.The cost, according to the air- 
lines, was about $5 billion for the industry 
and its customers. 

By autumn, the air was thicker with ac- 
cusations than aircraft. The airlines blamed 


HIS week Bob Ayling, the boss of Brit- 

ish Airways (BA), was on top of the 
world. But his company is still down in the 
dumps. The day before Mr Ayling 
launched the London Eye, a huge ferris 
wheel sponsored by Ba witha view across 
London from the River Thames, his firm 
launched its new club-class and “econ- 
omy-plus” cabins, a makeover that has to 
succeed if the airline is to recover its pre- 
mium among travellers. 

BA had a bad year in 1999, having suf- 
fered from a price war over the North At- 
lantic and from the competing attractions 
of the Star Alliance, led by Lufthansa and 
United Airlines, which has been winning 
traffic from Heathrow. BA is anxious to 
push out as much good news as it can, 
ahead of the announcement of losses of 
more than £200m ($322m) after excep- 
tional items in the year to the end of 
March. So far, its strategy has amounted to 
little more than a questionable slogan: 
trim capacity and seek premium traffic. 
The new cabin is supposed to flesh the 
strategy out. 

As well as a new lounge, BA unveiled 











the raa and the air-traffic 
controllers; the raa blamed 
the sheer weight of traffic 
and federal-budget caps; 
and, for their part, the con- 
trollers (revealingly) 
blamed the airlines for 
scheduling so many flights 
at peak hours, when people 
actually want to fly. 

“We cannot afford to 
have that kind of summer 
again,” says Rodney Slater, 
America’s transportation secretary. His idea 
is to boost investment in America by getting 
airlines to pay user charges. Others were less 
restrained. There were calls for an air passen- 
gers’ “bill of rights” and, briefly, even some 


“Scheduled airlines 


TFAA reported ATC 


BA's wheel of fortune 


the economy-plus cabin, which offers 
eight inches more leg-room and 20% wider 
seats than you find in mostaircraft. But BA 
thinks that its biggest weapon in the battle 
for the lucrative premium traffic it has 
been losing is a flat seat-bed. Until now 
this has been restricted to the first-class 
cabins ofa few airlines. Ba is the first to put 
the bed in business class and is trying its 
novelty out on the critical route from 
Heathrow to New York’s jrx. Full installa- 
tion starts in March and will be completed 
by July. Chris Avery, an aviation analyst 
in London with J.P. Morgan, an invest- 
ment bank, thinks the beds are crucial to 
the airline's hopes of recovering a few per- 
centage points of the business-travel mar- 
ket from London. 

Even a small recovery in this market 
will work wonders for the airline’s profits. 
BA Says it can afford to spend fully £600m 
on the makeover, because that is what it 
has cut from its costs in the past three 
years. Mr Ayling says he is intent on cut- 
ting as much again over the next three 
years, with the loss of some 6,500 jobs 
through natural wastage. 

He needs savings of this 
order. One result of putting 
fewer, bigger seats on BA’s 
aircraft, according to Keith 
McMullan, an analyst with 
Aviation Economics, a Lon- 
don consultancy, is an im- 
mediate rise in the airline’s 
unit costs. BA is proud of its 
new seats and has seen busi- 
ness-class traffic improve 
steadily in the past few 
months. Nevertheless, its 
share price has fallen by 10% 
in the past ten days. Is that 
the London Eye, or perhaps 
the evil eye? 
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congressional proposals for 
re-regulating air travel. 

In successfully seeing 
off these threats, the air- 
lines have promised to treat 
their delayed passengers 
better, by following a vol- 
untary code of conduct. For 
its part, the FAA has admit- 
ted that it uses airspace in- 
efficiently, responds slowly 
and clumsily to bad 
weather, and suffers from 
procedures that vary from one region to the 
next. It has also ordered an internal inquiry 
into air-traffic control. 

What to do? Technology might help 
somewhat. The Americans are trying to use 
e-mail for routine ground-to-air communi- 
cation, freeing voice channels and lightening 
the load for controllers. Precise satellite navi- 
gation could remove the need for aircraft to 
fly longer routes that were partly designed 
around the old system of ground-radio bea- 
cons. David Barrett, of Gemini Consulting in 
London, thinks that, eventually, a solution 
would be to replace human air-traffic con- 
trollers with computers. 

It would also help if the controllers and 
airlines would learn to collaborate with each 
other. From March 12th, airline and raa offi- 
cials working from the FA a’s national control 
centre at Herndon, Virginia, will work out 
how to react to the coming weather. They 
will update their plans every two hours, tak- 
ing advantage of improvements to lift 
ground-holding orders. 





Change in the air 


But administrative reforms are also needed. 
The priority in Europe should be a unified 
system. After 40 years of failure, govern- 
ments and the £u are unlikely to achieve this 
quickly. But making air-traffic control more 
commercial might. One possible way is to 
encourage successful _ air-traffic-control 
agencies to bid for the franchise to run na- 
tional systems. Another idea is to create dif- 
ferent levels of service, so that a business air- 
line could pay to avoid delays that cheaper 
airlines might tolerate. 

Nor should full privatisation be taboo, 
so long as the responsibility for safety is 
handed to an independent regulator. Ger- 
many has followed Canada and New Zea- 
land in making its air-traffic control com- 
mercial. Britain plans to go further by selling 
half the shares in its National Air Traffic Ser- 
vice to private investors. 

Yet such reforms remain the exception. 
American airline bosses, such as Gordon Be- 
thune of Continental Airlines and Don 
Carty of American Airlines, have called for 
America’s service to be privatised. But that is 
still a political non-starter. Although every- 
one accepts there is a problem, they are not 
yet ready to accept the solution. 

_s 
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Lucio Tan 


PAL's friend 


MANILA AND TAIPEI 


R the past four months, the Philippines 
and Taiwan have been at war. Not a big 
war, of course, but for the victims it was real 
enough. A simmering aviation dispute blew 
up last October when the Philippines im- 
posed a total freeze on flights between the 
two countries. Electronics firms such as Acer 
and Intel, which assemble chips and circuit 
boards in the Philippines to ship to Taiwan, 
the main pc maker in the region, had to find 
slower and more expensive routes for their 
goods at a cost of millions of dollars each 
week. Tourism in the Philippines fell off 
sharply. And Taiwanese firms, which are 
among the biggest investors in the Philip- 
pines, began to pull out. 

On January 28th the conflict ended as 
suddenly as it had begun. Taiwan caved in, 
agreeing to cut by half the 
number of seats its airlines 
flew to and from the Philip- 
pines. With presidential elec- 
tions looming in Taiwan, the 
government did not want a di- 
plomatic dispute to cast a 
shadow over the country. The 
victor? Not the Philippines, de- 
spite its government's claims. 
Instead, the main beneficiary 
was a single man, Lucio Tan, a 
well-connected tycoon who 
serves as perhaps the best reminder that, de- 
spite the purge of the Asian financial crisis, 
some things never change. 

Crony capitalism was supposed to be a 
thing of the past in Asia, cleansed by the fire 
of hot money and hedge funds. But what 
other description is there when the president 
of the Philippines agrees to start a diplomatic 
row to help bail out an old pal in financial 
trouble? By convention, any decision to re- 
vise an air-service treaty between two coun- 
tries requires a year’s notice. Butall that went 
out of the window when Philippines Air- 
lines (PAL), the country’s largest carrier and 
one of several owned by Mr Tan, went bank- 
rupt last year. 

PAL Claimed that the Taiwanese carriers 
were undercutting its prices and ferrying 
passengers via Taiwan to America. On the di- 
rection of Joseph Estrada, the Philippine 
president, officials gave Taiwan 30 days’ no- 
tice that its carriers were to be banned. “We 
were acting on the directive of the office of 
the president to save PaL, and we could not 
wait for one year,” testified Franklin Ebda- 
lin, an official in the foreign ministry who 
negotiated with Taiwan. Mr Estrada put it 
more simply: he decided to give PaL “some 
protection.” After years of welcome liberal- 
isation in the Philippines under the former 
administration of Fidel Ramos, this repre- 
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Tan goes bravo 


sented an alarming retreat. 

PAL has never been the healthiest of air- 
lines. Operating out of one of the poorest 
and most geographically fragmented coun- 
tries in Asia, it has been an underachiever for 
most of its existence. But PAL really got in 
trouble in the mid-1990s, after Mr Tan took it 
over and embarked on an ambitious “re- 
fleeting” programme in the mid-1990s that 
nearly doubled the number of aircraft to 54, 
and left the firm with $2.3 billion of debt. 

This expansion hit its peak just as the 
Asian financial crisis struck the region in 
1997, slashing both travel and rates. A strike 
shut pat for two weeks in late 1998, eroding 
its already-poor reputation for service. By 
the middle of 1999, creditors were attempting 
to seize PAL’s assets, and the airline was only 
days away from liquidation. 

Only after Mr Tan, at Mr Estrada’s re- 
quest, pledged $200m of his own money for 
PAL’s rescue did the creditors agree to a work- 
out plan supervised by the court. The money 
went straight to pAL’s bank, which happens 
to be owned by Mr Tan. Little of 
it has been spent. Even so, Mr 
Tan wanted some favours in re- 
turn. For instance, PAL pays no 
landing fees at Manila interna- 
tional airport, where it has ex- 
clusive use of a sparkling new 
building paid for by the tax- 
payer. The airline also lobbied 
the government to require all of 
the nearly 3m Filipinos working 
overseas to use it for their flights 
home. 

But the real clincher was Pat's plan to 
hobble its competitors by stripping airlines 
from Hong Kong, Taiwan and Singapore of 
their operating permits in the Philippines. 
Taiwan was the easy target, because main- 
land China views it as a renegade province 
and few countries recognise it. A new Philip- 
pines Civil Aviation Board, composed 
mostly of Tan supporters, told Taiwan to 
slash capacity. When Taiwan understand- 
ably demurred, it shut the door altogether. 

Although this helped pat, it is less clear 
how it helped the country. Dozens of Tai- 
wanese companies, such as Acer, a com- 
puter maker, have gone to Subic Bay, an in- 
dustrial park sited on a former American 
naval base. Most of these firms make elec- 
tronic parts, which until the ban were 
shipped in the belly of passenger aircraft 
flown by eva Air and China Air, the two 
main Taiwanese carriers. In an industry 
where things are increasingly built toorder,a 
day’s delay in Singapore or Hong Kong can 
make the difference between profit and loss. 

Although flights will now resume, they 
will do so only at half the previous fre- 
quency. And the message is clear: given a 
choice between foreign investors and Filipi- 
nos, the current government will bend the 
rules to help its own. The price of this policy 
is also emerging. The Association of Asia Pa- 
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cific Airlines, now based in Manila, plans to 
move to Malaysia. And some Taiwanese 
firms might decide to go, taxing with them 
the Philippines’ hopes of becoming a high- 
tecn manufacturing base. Mr Estrada praises 
Mr Tan as a national hero for coming to PAL’s 
rescue. Mr Tan is one hero the country could 
do without. 

eaten 





Vodafone/Vivendi/Mannesmann 


Clinched? 


ODAFONE AIRTOUCH'’S €180 billion 
($175 billion) battle to take over Ger- 
many’s Mannesmann promised a gripping 
finale. It has duly delivered. A week before 
the February 7th deadline for Mannesmann 
shareholders to decide on the bid, Vodafone 
announced a coup—a spoiling deal with Vi- 
vendi, a French media anc utilities group 
that had also been talking to Mannesmann. 
For Chris Gent, Vodafone's chief execu- 
tive, the creation of Mult: Access Portal 
(Map), a jointly owned Internet vehicle de- 
signed to deliver content and services to 
around 70m European consumers, is strate- 
gically useful. But it was also tactically devas- 
tating to his prey. Mannesmann’s chances of 
remaining independent were greatly dimin- 
ished. Shares in both companies rose to re- 
cord levels, but the spread between Voda- 
fone’s offer and Mannesmann’s shares 
narrowed (see chart), suggesting that inves- 
tors were backing Vodafone. The German 
company acknowledged this on February 
3rd by considering a friendly merger that 
would give it a 49.5% stake in the new firm 
but dump its boss, Klaus Esser. 
MrGent’sseduction of Vivendi was both 
quiet and beautifully timed. Mr Esser had 
trumpeted his earlier discussions with the 
French group in order to snore up his de- 
fences. Mr Gent, however, said nothing until 
he had a deal. Jean-Marie Messier, Vivendi’s 
chairman, was similarly tight-lipped. In- 
deed, the real coup was Mr Messier’s. By 
playing off Vodafone anc Mannesmann 
against each other, he cpened a door 
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through which Vivendi can free itself from a 
strategic impasse. 

Vivendi is a media, telecoms and In- 
ternet company still in the process of emerg- 
ing from its origins as a state-owned water- 
and-waste utility. It has. spent heavily to 
build its two main businesses, in the process 
assuming debt estimated at €20 billion at 
the end of 1999. That has limited its ability to 
finance further investment in its most valu- 
able assets, such as Cegetel, France’s second- 
largest telephone operator, of which Vivendi 
owns 44% and Mannesmann 15%. 

Mr Messier has now neatly solved the 
problem. Although he will not yet admit as 
much, he has lined up his assets in prepara- 
tion for splitting Vivendi in two. 

The glamorous piece will be Vivendi 
Communication. Assuming Vodafone ac- 
quires Mannesmann, Vivendi Communica- 
tion will buy a further 7.5% stake in Cegetel, 
giving it control. Vivendi and Vodafone will 
probably merge their fixed-line assets into a 
single entity. Vivendi Communication also 
has a strong pay-television franchise, in the 
shape of a 49% stake in Canal+ and a 25% 
stake in British Sky Broadcasting. On Febru- 
ary 1st Vivendi announced that it is forming 
V.net, a new Internet venture with Canal+. 
Talks are afoot with America Online to build 
a Europe-wide alliance. All of this means 
that map should be well placed to compete 
as Europe's Internet market develops. 

The second, duller piece is Vivendi Envi- 
ronment, which accounts for around half of 
the group's turnover and 60% of its profits, 
but which does not have the potential of the 
media and telecoms arm. Mr Messier has 
shrewdly grabbed the opportunity to shift 
all of Vivendi’s debt (now reduced to €16.5 
billion) into the more sluggish division. 
Given that it has its own management team, 
an obvious strategy for Mr Messier would be 
to float Vivendi Environnement, using the 
proceeds to reduce its debt. 

Meanwhile, the newly debt-free com- 
munications division suddenly looks stron- 
ger. Although it faces tricky discussions with 
other Cegetel shareholders, in particular BT, 
which owns 26% of its shares and competes 
with Vodafone in Britain, Vivendi should 
emerge with a solid telecoms platform—a far 
cry from recent fears that it might have to sell 
its stake in Cegetel. Building Map will not be 
easy, but the idea is as compelling as any- 
thing on offer from its competitors. 

Mr Esser says that the deal would hand 
control of Cegetel too cheaply to Vivendi— 
and thus, if Vodafone gets Mannesmann, de- 
stroy value for Mannesmann’s shareholders. 
But the markets approve, which, in the short 
term, is all that matters. In the long term, it 
could even pave the way for a full merger be- 
tween Vodafone and a utility-free Vivendi. If 
this deal leads to Vodafone acquiring both 
Vivendi and Mannesmann, Mr Gent will 
probably judge it good value. 


Oil mergers 


Rigged 


WASHINGTON, DC 


AST week, Sir John Browne, boss of sp 
Amoco, was expected to be the toast of 
Davos’s World Economic Forum, of which 
he is co-chair. He had transformed a lethar- 
gic British firm into a global oil giant through 
two daring takeovers: one, of Amoco, has 
been completed, and the other, of Atlantic 
Richfield, known as Arco, awaited approval 
by American antitrust authorities. Yet, come 
the hour of sr Amoco’s lavish cocktail party 
at Davos, Sir John was nowhere to be found. 

As it turned out, he had decamped to 
Washington to try to stop officials from de- 
nying him the latest jewel in his crown. With 
America’s Federal Trade Commission (FTC), 
the body that looks into such mergers, about 
to decide whether to seek to block the Arco 
deal, Sir John felt he needed to make a per- 
sonal plea. He had already made conces- 
sions, but, he told the rrc’s commissioners, 
he was ready to make more. 

When the commissioners at last voted 
on February 2nd, however, they dropped a 
bombshell. By a vote of three to two, the 
agency's bosses decided to challenge the $30 
billion Arco acquisition in court. This is the 
largest merger ever contested by the agency. 
The FTC's rejection of sp Amoco may signal a 
toughening of its stance towards mergers. 
But if it loses its case, America’s post-Micro- 
soft enthusiasm for a stricter reading of anti- 
trust law may be set back. 

The Frc’s case seems at first blush to be 
weak. Its weightiest charge is that the take- 
over would allow sr Amoco to dominate 
upstream oil production in Alaska, where Bp 
Amoco and Arco together control some 70% 
of oil reserves. This, argues the agency, 
would allow the firm unfairly to raise the 


` price of the crude oil it sells to refineries on 


the west coast of America. 

This is debatable, on two counts. The 
firstis the idea that the west coastisa distinct 
market, reliant on Alaskan oil. It is true that 
refineries in that area use alot of Alaskan oil, 





Shorter than the court case 





but that does not mean the Alaskan produc- 
ers have pricing power. The market for crude 
is a global one that responds to global price 
signals. Experts point out that changes in 
prices for crude oil on the west coast track 
broader trends in the rest of the world. The 
FTC retorts that the cost of switching away 
from Alaskan oil would give pp market 
power. Yet several refineries have switched 
from Alaskan oil at modest cost. And why 
have oil imports to the west coast tripled in 
the past decade? 

The Frc is unmoved. It hints that it has 
proprietary data from sp and Arco them- 
selves that concern sales to a small group of 
refiners relying on Alaskan oil. This informa- 
tion, itsays, proves that Bp has discriminated 
among customers, unfairly charging higher 
prices to refiners thatcannoteasily switch. BP 
Amoco should therefore not be trusted with 
an even bigger market share. 

The Frc may be right; and it might yet 
manage to persuade a court that this is cause 
enough to block the deal. But it will struggle. 
Its arguments do not answer the point that 
refiners could switch to foreign oil if a com- 
bined sr Amoco-Arco tried to raise prices. 
Whatis more, sp Amoco has already struck a 
deal with Alaskan officials to reduce its 
eventual share in that state to 55%. It has 
promised to sell crude to independent refin- 
ers on long-term contracts that reduce its 
scope to raise prices—if that scope exists. 
Most remarkably, it has even offered to re- 
duce its stake in Alaska, after the merger, to 
exactly what it is today. And still the FTC re- 
fused to give way. 

This obstinacy suggests that broader 
forces may be at work. The real reason for the 
decision may have more to do with shifting 
attitudes at the rrc than with Alaskan oil. 
The commission thought that the merger of 
Exxon and Mobil raised doubts about fur- 
ther consolidation in the oil industry. Sir 
John may be suffering because his firm is not 
American, perhaps because it had already 
gobbled up Amoco, perhaps, even, because 
oil prices are so high. One wag observed that 
Bp Amoco’s real mistake was “to have taken 
its eye off the ball just as the Frc was moving 
the goalposts.” 





—__s 





64 





THE ECONOMIST FEBRUARY 5TH 2000 







































Media 
Old power 


F YOU believe the buzz, old media are 
dead; and the future belongs to new me- 
dia. If you look at Oxygen Media, you reach a 
‘different view, for itis old media that will de- 
termine whether the firm succeeds. 
> Oxygen Media is a model new media 
company. In an elegant play on the chemical 
symbol for oxygen, it launched its cable net- 
work on February 2nd (02/02). Rather than 
broadcasting to the masses, it focuses on a 
particular part of the population (women). It 
is neither a television company nor an In- 
ternet company, but acontent company that 
will distribute its product across both media. 
It has a powerful celebrity (Oprah Winfrey) 
on board. It has one of New York’s hippest 
offices, in the old Nabisco biscuit factory 
above Chelsea Market. And it has enjoyed a 
mass of hype. 

Oxygen’s chief executive, Geraldine Lay- 
bourne, built Nickelodeon from pretty 
much nothing into America’s biggest chil- 
drén’s network, and was subsequently presi- 
dent of Disney/anc cable networks. Among 
her investors are Paul Allen, co-founder of 
Microsoft, America Online and Bernard Ar- 
nault, chairman of vmx, a French luxury- 
goods firm. Her partners, Marcy Carsey, 
Thomas Werner and Caryn Mandabach, 
produced such hits as “Roseanne”, the 
“Cosby Show” and “3rd Rock from the Sun”. 

The relation between the website and 
the cable channel is crucial. They will pro- 
mote each other and feed off each other’s 
content. This is especially important for the 
website. The Internet has many women’s 
sites, such as ee which lost $93m on 
revenues of $45m last year, or women.com, 
which lost $57m on revenues of $30m. In the- 
ory, Oxygen.com may have the edge on 
these competitors, thanks to its promotion 
on the television channel. The problem is get- 
ting the cable network off the ground. 

Capacity on most of America’s cable sys- 
tems is limited to around 100 channels. Digi- 
tal.technology should change that, but the 
digital roll-out has taken longer than any- 
‘body expected, so for the time being net- 
works have to work within the constraints 
set by analogue technology. 

The widely carried channels are the old 
ones (see table)—those that were launched 
when the cable systems were begging for 
programming. These days new channels 
have to pay heavy upfront fees (known as 
bounties), which they hope gradually to re- 
coup. Fox News Network, for instance, is said 
to have paid operators up to $12 a subscriber, 
though a $4-5 bounty is more common. 

Despite her impressive address book, 
MsLaybourne is having trouble with recalci- 
trant cable operators. For a start, they are un- 
impressed by her claim that women are 
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badly served by cable television: Disney's 
Lifetime, they point out, is one of the most 
widely carried networks. Neither do they 
like the terms she is offering: Oxygen will pay 
a bounty of only $ı a subscriber, and the ca- 
ble operators will pay 19 cents a month for 


Online retailing 


The fright after Christmas 


NEW YORK 


Shoppers are dissatisfied with online retailers. So are investors 


66 ELL, we just wasted 2m bucks. 
What are you doing with your 
money?” Thus E*Trade’s gambit to get fans 
watching last Sunday’s Super Bowl to trade 
online. The question would have been better 
put to another band, and one in dire need of 
financial advice, America’s Internet retailers. 
The answer is that many have indeed been 
pouring money down the drain. The Super 
Bowls army of dot.com advertisers—half 
this year’s total of 36—spent a record 
$2.2m-3m on some dreadful 30-second spots. 
Since the holiday season started last 
Thanksgiving, online retailers have spent a 
fortune on marketing, in the hope of build- 
ing enough sales to persuade investors to 
back their next round of funding. Last De- 
cember was supposed to be the Internet 
Christmas in America. And in a sense it was. 
Internet retailers had plenty of time to get 
their sites up and running and to devise 
clever marketing strategies. Consumers 
spent more than ever online, tripling their 
purchases to more than $10 billion. 

Yet the festive season has left most online 
retailers with little to celebrate. Since every- 
body had spent bucketloads of money on 
advertising, says Warren Haber, a partner of 
Grand Central Holdings, a New York ven- 
ture-capital firm, few were able to make 
themselves heard above the noise. Mark 
Mangan, a founder of netsetgoods.com, a 
clothes-retailing site that has so far raised 
only $1m in seed capital, thinks building an 
online brand takes $50m-100m these days, 


~ BUSINESS 


carrying the channel. Cable operators expect 

a larger launch fee, and a lower monthly 
charge. After all, Lifetime charges only 12-13 ` 
cents a subscriber. : 

Asa result, Oxygen was available in only 
around 10m homes when i: was launched. 
This could be worse, points out Linda: Moss - 
at Multichannel News, a cable-industry 
newsletter: Soapnet, a Disney networ 
showing second-hand daytime ‘soaps, has 
just launched with only 1m subscribers. But 
Lifetime has 73m subscribers, and has evi- 
dently decided that there is much to be said 
forOxygen’s business modek because itis re- 
launching its website. 

In the old world, cable networks were 
ready to spend years achieving wide distri- 
bution. But this is the new world: Ms Lay- 
bourne doesn’t have years. Yet she may have 
aquicker solution more appropriate for new 
media. Old media have distribution; she has 
new media shares. By trading equity for dis- 
tribution, both could win. 
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ten times more than it did 18 months ago. 

Moreover, in fighting for market share, 
most online retailers neglected fulfilment 
and customer service. eToys delivered only 
g6%of its merchandise in time for Christmas. 
day. Toysrus.com, which did even ‘worse, 
was reduced to giving $100 vouchers to cus: 
tomers who had not receivec. ordersontime. | 
In a survey over the holicays, Andersen 
Consulting found that a quarter of visits t0- 
the top 100 websites ended without any sale, 
because of technical problerns. “They spent _ 
everything they had to persuade shoppers to _ 
come to their site. It’s like a brcks and mortar 
retailer advertising and then locking the - 
front door,” says Eric Jackson at Andersen. 
Of the 1,492 shoppers surveyed, 88% re- 
ported problems such as stock shortages, © 
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late delivery, and website crashes. 

Investors’ judgment has been swift and 
harsh. An index of the 15 biggest online retail- 
ers, collated by USA Today, has fallen 31% 
from its high on November 26th, compared 
with a flat market as a whole. Despite rapid 
sales growth over Christmas, Buy.com, a 
would-be Amazon that claims to sell at or 
below cost, has postponed its long-awaited 
initial public offering, partly thanks to 
doubts whether it can ever make money. 

The reaction among venture capitalists 
has, ifanything, been more extreme. Ken An- 
dersen, managing editor of VentureWire, a 
newsletter tracking high-tech start-ups, has 
detected a sharp shift in interest from busi- 
ness-to-consumer to business-to-business 
companies. Whereas online retailers raised 
$1.4 billion in November and $1.9 billion in 
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December, he thinks they will raise less than 
$1 billion in January. Online retailers used to 
an unlimited supply of virtually free capital 
may be unpleasantly surprised. 

That leaves Internet retailers with some 
hard choices. The established, well-financed 
companies at least have the chance to learn 
from their mistakes. eToys, for example, is re- 
ducing its dependence on unreliable third- 
party distributors by building its own ware- 
houses. However, the cost of this is worrying 
investors—the firm’s shares have fallen 45% 
in the past month. 

Others do not have even that luxury. In 
an effort to cut costs, Beyond.com, which 
sells software, is laying off a fifth of its staff 
and abandoning the consumer market. 
Value America, an online department store, 
is getting rid of half its workforce. The two 





Tearaway Tesco 


ESPITE the gloom that has descended 
over some of online shopping’s best 
and brightest, there is one big “e-tailer” 
whose star shines more fiercely than ever. 
The surprise is that this is no Silicon Valley 
digital hotshot, but a dull old British grocer. 
Tesco, the most successful of Britain's 
big supermarket chains, has just an- 
nounced that it is creating 7,000 jobs as part 
of its plans to expand its Internet 
home-shopping service. With 
nearly 300,000 registered custom- 
ers and sales of more than £2.5m 
($4.1m) a week, Tesco already 
claims to be the biggest web 
grocer in the world. Even more 
amazingly, it is profitable. 

At present, Tesco accepts on- 
line sales at 100 of its stores, but 
soon that figure will rise to 300, 
giving it the ability to serve more 
than 1m home-shopping custom- 
ers a week. 

Therein lies the secret of 
Tesco’s early success. Instead of 
| building highly automated new 
warehouses dedicated to filling 
online orders, the strategy of ri- 
vals such as Sainsbury’s, Tesco is 
exploiting its network of nearly 
650 stores nationwide. Tesco says 
this means online customers can buy 
as wide a range of goods as they could ina 
store. Customers can also arrange more 
convenient delivery times, because 
smaller vans are covering shorter dis- 
tances. And Tesco has been able to develop 
its online business faster than have com- 
petitors that are creating parallel distribu- 
tion systems from scratch. 

When an order is received from the 
Tesco Direct website, it is sent to the server 
computer at the store nearest the cus- 
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firms’ shares have plunged 80-90% from 
their peaks. Even mighty Amazon has re- 
ported widening losses and job cuts, 

And some firms are going out of busi- 
ness. CookExpress, an upmarket food-de- 
livery firm, has suspended operations untill 
it can find new money. Jasmin.com, which 
sells perfume, has been bought by Ash- 
ford.com, a luxury-goods online retailer. 
Drugstore.com has pounced on Beauty.com, 
a smaller rival. With little money and in- 
creasing competition from traditional retail- 
ers such as Wal-Mart the pain can only grow. 
Henry Blodget, Merrill Lynch’s Internet ana- 
lyst, expects much consolidation very soon. 
“A few years ago the field was lush,” he says. 
“Now there are hundreds of cows scram- 
bling for five blades of grass.” 
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tomer’s home. The order is first assigned to 
the van thatis todeliver the goods and then 
sent on to a “picking trolley”, a shopping 
cart with a screen and “shelf identifier” 
software that takes the picker to where 
each item is found. Because everything has 
to be scanned in, the picker cannot acci- 
dentally select the wrong product. Once 
the trolley is loaded, it goes straight to the 


cause the average web shopping basket is 
worth about £100, much more than people 
normally spend when they shop. And by 
adding other products, such as books and 
clothes, that online customers seem more 
willing to mix with food than docustomers 
in the supermarket, the firm hopes to raise 
margins further. It also claims thata signifi- 
cant part of its online sales is incremental 
revenue that has come from slower-mov- 
ing competitors. 

Tesco has done extraordinarily well on 
the net with a very modest in- 








“PII be with you directly” 


van for delivery. 

The system works, but it is labour-in- 
tensive. The £5 that Tesco charges for home 
delivery is far less than the cost of employ- 
ing all the pickers and drivers. And when 
stores are crowded at weekends, which are 
when most orders arrive, efficiency falls off 
further as pickers jostle their way down 
aisles and queue like any other shopper. 

Tesco argues that it still makes a re- 
spectable margin on its Internet sales, be- 





vestment. But the cheap and 
cheerful approach will not work 
forever. Tesco Direct runs on 
standard Microsoft BackOffice 
software and inexpensive Dell 
servers, neither of which are 
really suited to the heavy-lifting 
of an e-commerce site supporting 
many thousands of concurrent 
users. Tesco Direct customers al- | 
ready complain of slow-loading 
pages and crashes when demand 
is high, 

Even more fundamentally, 
unless Tesco can use the web ac- 
tually to lower its distribution 
costs, online victories will tend to 
be of the Pyrrhic variety. One im- 
portant step will be to link the or- 
ders of each web shopper with 
every supplier by connecting 

Tesco Direct with its new extranet. 

But to be a genuine e-commerce leader, 
Tesco will, before long, have to build a first- 
class technology and logistical infrastruc- 
ture, including dedicated picking centres. 
Those 7,000 new jobs demonstrate that 
Tesco has not built an Internet business 
that can “scale”, that is, grow without costs 
growing too. Tesco may make few mis- 
takes, but the timing and execution of this 
transition are crucial. As retailers are find- 
ing out, the web is an unforgiving place. 
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Running the rand 


Tito Mboweni has brought a new transparency to South Africa’s central bank. 
But how independent is he? 


VERNORS of South Africa’s central 
bank used to be old, white, Afrikaner 
men in suits. But Tito Mboweni, the Reserve 
Bank’s current governor, who took over last 
August, is black, 40, effervescent and fond of 
pink ties. His white predecessor, Chris Stals, 
liked to give dry speeches to other men in 
suits; Mr Mboweni prefers to appear on ra- 
dio shows to explain the bank’s workings in 
the local languages of Sesotho and Zulu. Mr 
Stals was autocratic; Mr Mboweni works 
with a new monetary policy committee. 
And unlike Mr Stals, who wasted a fortune 
trying to support the rand when it plunged * 
in 1998, Mr Mbowenisays he will let the mar- 
ket determine its value. The markets ap- 
prove and the people are delighted to see a 
black man’s signature on their banknotes, 
which are now knownas “Titos”. And head- 
line inflation last year was 5.2%, its lowest for 30 years. 

That is no mean achievement for somebody who was always 
more partial to Karl Marx than to Milton Friedman. Mr Mboweni 
was born to working-class parents. At 21, he joined the anti-apar- 
theid movement and went into exile in Lesotho and, later, Britain, 
where he studied economics. His early political career was marked 
by anti-business initiatives. In the early 1990s, as economics su- 
premo of the African National Congress (anc), he threatened na- 
tionalisation and wealth taxes. As labour minister, he framed 
South Africa’s notoriously restrictive labour laws. Now, at the Re- 
serve Bank, Mr Mboweni still faces similar temptations. But he 
must try simultaneously to satisfy the contradictory demands of 
ordinary South Africans, who are still waiting for a “democracy 
dividend”, and of international investors, who insist on anti-infla- 
tionary vigilance. 

Persuading foreigners that the rand is in safe hands is a bit like 
trying to sell a good house in a rough neighbourhood. Most Afri- 
can central banks are in a mess. Last year Angola lopped six 
noughts off its currency and the head of Congo's central bank was 
arrested for sedition, having advocated a sound monetary policy. 
When Sani Abacha was dictator of Nigeria at the end of the 1990s, 
the central bank had a standing order to transfer $15m or so to his 
Swiss bank accountevery day. 

Under Mr Mboweni, South Africa has 











Stals was perhaps the hardest to replace. Mr 
Mboweni had to convince investors that he 
would follow in Mr Stals’s conservative foot- 
steps—not easy, given worries about the 
Anc and his own radical background. 

It is perhaps Mr Mboweni’s openness 
thathas done most to reassure investors. Not 
only has he been as hawkish on inflation as 
his predecessor; he has been seen to be so. 
The monetary-policy committee has 
brought with it some much-needed trans- 
parency. South Africa will soon introduce 
explicit inflation targets. Because markets 
are confident that he will be prudent, Mr 
Mboweni has been able to reduce interest 
rates, without causing panic, from 13.6% 
when he took office to 11.75% last month. 

Mr Mboweni's past has also helped. Al- 
though it at first rattled investors, it has 
made it harder for trade unions to portray him as a stooge of white 
capital. Last year, he arrived uninvited at a big union conference 
and spoke for moderate wage demands and tight monetary pol- 
icy. He may not have convinced his audience, but he can overrule 
them with less bad feeling than Mr Stals provoked. 

Mr Mboweni’s appointment is part of a broader strategy em- 
ployed by Thabo Mbeki, South Africa’s president. He has given 
communist cabinet ministers the most Thatcherite tasks: privati- 
sation, refusing public-servants’ pay demands, negotiating free- 
trade pacts. The ANc’s party discipline gets them to do the opposite 
of what their beliefs might dictate. At the same time, the commu- 
nists’ “struggle credentials” wrong-foot their opponents. 

But herein lies the rea! worry about having a lifelong anc loy- 
alist such as Mr Mboweni at the Reserve Bank. Can he ever be a 
truly independent central banker? Is he taking sound monetary- 
policy decisions because he thinks they are right—or because the 
party has told him to? 


Two masters 

Itis hard to know. Asked about his radical socialistconvictions, he 

somewhat evasively talks of a rightward shift in past anc policy 

documents. Mr Mbowen: claims that his only ambition, on retir- 

ing from the bank, is to become an academic, or perhaps a dip- 
lomat. No one believes this. Success at the 





been different. It helps that his predeces- 
sor did much of the dirty work. Mr Stals 
took over as governor in 1989, when South 
African inflation was 15%. The apartheid 
government had spent recklessly on wars 
in Angola and South-West Africa (now 
Namibia). The Reserve Bank, then domin- 
ated by members of the Broederbond, a 
secret society of Afrikaners devoted to 
preserving white rule, acquiesced in 
printing money to pay for it all. It took Mr 
Stals several painful years to bring infla- 
tion under control. It was on a downward 
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Reserve Bank would set him up for a re- 
turn to politics, perhaps even for a shotat 
the presidency. But that means he has to 
keepin with anc leaders. And that in tum 
makes independence harder. 

South African businessmen, like busi- 
nessmen elsewhere, are damouring for 
lower interest rates. Unions, whose mem- 
bers are accustomed to double-digit infla- 
tion, set their wage demands accordingly. 
Mr Mboweni is lucky to be serving under 
a president whose macro-economic sense 
is not in question. But if Mr Mboweni ever 
has to choose between Ais party and 
monetary orthodoxy, it may be time to 








But he deserves some credit too. Of all 
the officials left from the old regime, Mr 


sell the rand. 
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ASIA ONLINE. 


The tiger and the tech 


HONG KONG, KUALA LUMPUR AND SINGAPORE 


Asia has gone Internet-mad and its star-struck governments talk of 
reinventing their economies. Do they have a chance? 


ALAYSIA’S new administrative capi- 

tal, Putrajaya, rises from the trees like 
an Islamic mirage, with huge domes and 
steel minarets surrounded by the glass and 
chrome of high-tech office parks. Down the 
road from the CyberView Lodge, hotel 
guests can see young women in headscarves 
on their way to Multimedia’ University. 
Across the street, businessmen ponder ways 
to fill their new offices and to use the high- 
speed Internet links that connect them. 

This is the Asian vision of the high-tech 
future. Although most govern- 
ments would love to create local 
Silicon Valleys of their own, none 
have more faith in their ability to 
do it than Asia’s tigers. Led by Ma- 
laysia, Hong Kong and Singapore, 
these countries aim to transform 
their economies through “techno- 
preneurship” and e-business, tak- 
ing advantage of the Internet 
opportunity to skip a generation of 
catch-up with the West. 

Putrajaya is only one of Asia's 
grandiose schemes. It is part of Ma- 
laysia’s Multimedia Supercorridor 
(msc), which is bounded at one 
end by the world’s tallest building 
and at the other by a sprawling 
modern airport. Singapore, or the 
“wired island”, as it likes to call it- 
self, has girded itself in high-speed 
networks and set up a $1 billion 
fund for “technopreneurs”. Hong 
Kong plans to erect a $1.7 billion 
“cyberport”, where its own start-up mer- 
chants can work alongside multinational 
technology firms. Other Asian countries, 
from China to the Philippines, have 
launched ambitious high-tech projects of 
their own, although they remain a long way 
behind. 

It is easy to scoff. The average Silicon Val- 
ley entrepreneur sees government more asa 
problem than a solution. But Asia has a long 
history of government-led economic trans- 
formation. Taiwan decided to become a 
force in pc hardware; it now makes more pcs 
than anywhere else. Singapore started as a 
colonial port; it has moulded itself into a cen- 
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tre of high-tech manufacturing and business 
services. Hong Kong used to make plastic 
toys; it has exploited the opening of China to 
become a “virtual manufacturing platform”, 
keeping banking and logistics and moving 
the gritty job of making stuff across the bor- 
der. Having made the leap from farms to fac- 
tories to finance, why should the tigers not 
progress to portals and programming? 
Especially in the Internet era. The web is 
a great leveller, famously shrinking distance 
and empowering the little guy. A few Asian 





Start-ups have already begun to cash in. Ma- 
laysia’s msc star is Biztone, a firm that makes 
Internet-based business software and is due 
to become the first Malaysian company 
listed in America when it goes public on Nas- 
daq this year. BizTone’s Australian founder, 
Darryl Carlton, could have based his com- 
pany anywhere. “When you're an entrepre- 
neur,” he says, “you look for places where 
your money goes furthest.” Had he gone to 
America, he would have had to pay five 
times as much for programmers who are not 
five times as talented. 

Economic latecomers can sometimes 
“leapfrog” old technologies (such as the 





mainframe computer) and avoid dead ends 
(think of France’s Minitel or Japan’s propri- 
etary pc standards). Asia’s tigers have other 
advantages too. The region is already acentre 
of rr hardware manufacturing. Many Asian 
countries boast young, well-educated work- 
forces. Their business cultures can cope with 
risk-taking. Toss in a market that makes up 
more than half the world’s population, and a 
natural affinity for technology—and central 
planners’ enthusiasm for the Internet could 
even be inspired. 

Or maybe not. Many of the billions of 
dollars Asian countries are spending to re- 
produce Silicon Valley’s high-tech hum will 
be wasted. Asia does have a high-tech fu- 
ture—but itis not the one its governments are 
hoping for. 


Alldressed up... 


For a mild dose of reality, return to Putrajaya. 
When Malaysia’s prime minister, Mahathir 
Mohamad, dreamed up the msc in the 
mid-1990s, he thought Microsoft, 
Sun and the other big technology 
multinationals would make it their 
Asian headquarters and create a 
thriving indigenous Malaysian rr in- 
dustry. Yet Cyberjaya, the industrial 
park at the heart of the msc, is still 
something of a ghost town: Japan’s 
NTT is the only big multinational 
that has fully moved into its own of- 
fices there. It is remote. Because few 
managers are willing to make the 
drive to supervise the available tal- 
ent from nearby Multimedia Uni- 
versity, valuable students are unde- 
rused and deprived of business 
experience. There is no housing for 
families, the nearest school is halfan 
hour’s drive through the palms, and 
programmers gaze wistfully at the 
empty plot reserved for a branch of 
McDonald's. 

The msc’s problems are in some 
ways unique, reflecting Malaysia’s 
peculiarly centralised approach. But its va- 
cant buildings nevertheless point to three 
larger shortcomings of the Asian technology 
dream. 

First, Asia is a tough place to create a Mi- 
crosoft, to say nothing of an AOL or eBay. Un- 
like the pc hardware industry, where a com- 
mon global standard and access to cheap 
land and labour can start an Acer or Sam- 
sung in Taiwan or South Korea, the Internet 
(and software) business favours deep-pock- 
eted innovators with big home markets. It is 
not hard to:make an 1sm-rc clone cheaper 
and just as good as the original, but cloning 
Yahoo! or Amazon is another matter. In an 
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_ industry that hinges on the 
~ network effects of attracting 
-huge numbers of consum- 
ers to unique technology, 
“service or content, there is 
no match for America’s con- 
sumer base, technology 
~ clusters and capital markets. 
This does not mean that 
plenty of companies in Asia 
will not succeed in offering 
‘content and services aimed 
- atlocal needs, only that they 
“will struggle to go global (or even regional) 
and find it hard to pioneer new technologies. 
“When [local] technology companies come 
tome with a good idea, my first question is 
«when are you moving to Silicon Valley? ” 
says T.K. Wong, an Internet entrepreneur 
_-who has been picked by Singapore’s govern- 
“ment to run part of its project to help start- 
ups. BizTone’s Mr Carlton may have been 
drawn to Malaysia at first, but he has re- 
cently moved to Singapore, a more advanced 
economy, because it is a better place from 
which to run his marketing. And even that 
` move is not enough to accommodate his 
_ firm's growth: despite the tide of money 
coming into Singapore, he is taking BizTone 
public in America, in large part to help build 
the firm’s presence there. 
A software start-up with a strategy to 
win Malaysia, Singapore or Hong Kong, then 
_ the restof Asia, and only then America, risks 
being driven out of business before it has got 
_ pastthe immigration counter by some share- 
“stoked American firm. Fans of the web are 
fond of pointing out that geography does not 
matter online. But distance is dying faster in 
some respects than others. Just as the virtual 
university has yet to supplant Oxford or Har- 
vard; the virtual Silicon Valley is still no 
‘match for Palo Alto. 





Generation Y bother 


“The second shortcoming is the lack of an in- 
“ ‘novative workforce. Although Asia is often 
praised for its “entrepreneurial” culture, this 
label confusingly lumps together two dis- 
tinct traits: a desire to chase profits, and an 
ability to think up clever new ways of mak- 
‘ing money. Certainly, Asian businessmen 
: have proved willing to take risks and to start 
-their own businesses. But they are often imi- 
tative opportunists: if somebody makes a 
fortune selling knock-off purses, a dozen 
others will rush in todo the same thing. Truly 
creative entrepreneurs are thin on the 
ground and, when they do appear, too many 
choose to migrate to America rather than 
-stay at home. 

This is hardly unique to Asia—franchis- 
ing is how most Americans and Europeans 
become entrepreneurs. But Silicon Valley's 
start-ups are run by a more inventive and ex- 
perimental breed. There is no reason why 
< Asia should not produce such talent—in- 

deed, a surprisingly large number of Silicon 
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Valley start-ups have been 
founded by expatriate Indi- 
ansor Taiwanese. But if Asia 
is to spawn its own high- 
tech culture, it must learn to 
foster and to keep such peo- 
ple in far greater numbers. 

Some Asian govern- 
ments are beginning to re- 
cognise this. The problem 
starts with an educational 
system that stresses rote 
learning instead of creativ- 
ity. Both Malaysia and Singapore realise that 
they must expose young people to diverse 
ideas and influences, which means, among 
other things, giving them broad access to In- 
ternet sites. But the link between rote learn- 
ing and authoritarian governments is obvi- 
ous; neither government is eager to create a 
generation of free-thinkers. Moreover, along 
with creativity, true innovation requires a 
thirst for ideas. 

The financial rewards of rr-based 
knowledge have also been slow to sink in. It 
is not only that the region is unfamiliar with 
share options, a much-discussed part of Sili- 
con Valley’s success. High-tech workers in 
America, who forgo big salaries to work at a 
start-up, gain precious experience as well as 
options. In a rapidly growing industry, that 
can be financially rewarding even if the 
company fails. 

The Asian generation that came of age 
with the Internet was spoiled by quick prop- 
erty fortunes, high salaries and stockmarket 
riches. Those that did study hard became ac- 
countants or bankers, estate agents with big 
commissions or managers for big conglom- 
erates or the government. Few chose engi- 
neering or sciences. Hong Kong’s University 
of Science and Technology opened its doors 
less than a decade ago, and only 10% of its 
leading graduates end up in 11-related fields. 

Singapore has done a little better. Unlike 
Hong Kong, its government has been pro- 
moting technology for decades, but its rigid 
educational system still channels its best 
and brightest graduates into posts with the 
government and large companies. Hence 
Asia’s ıt industry is full of people looking for 
familiar, more comfortable ways to grow 
rich. “The big challenge is keeping people 
from leaving for a slightly higher salary at a 
more established company, or disappearing 
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ASIA ONLIN. 
hope this will change with the first Asian Bill 
Gates. But as yet, none is in sight. 

Both the distance from America and the 
lack of genuine innovators are exacerbated — 
by a third obstacle:a shortage of venture cap- 
italists. Asian governments have a poor- re- 
cord in financing high-tech start-ups. Asa re- 
sult, much of Asia’s plentiful high-tech 
money is sitting idle for lack of talent. Hong 
Kong's first fund, which was allocated by bi 
reaucrats, routinely saw applications la 
guish for nine months or more, a lifetime fo 
a start-up. Singapore has a handful of pro- 
grammes to help start-ups, but most are 
ruined by restrictions that make them ur 
suited to Internet firms. Happily, the govern- 
ments of Hong Kong, Malaysia and Singa- 
pore are learning the lesson, and all three 
now direct the biggest funds for high-tech 
entrepreneurs through venture capitalists, 

Even. so; little of the money sloshing. 
around really deserves to ke called venture. 
capital. In Silicon Valley and elsewhere ven- 
ture capitalists bring more than cash to the. 
party. Unlike other investors, they can size _ 
up ‘new technologies and applicants, and 
then nurture them through the difficultearly 
years as small businesses. Asia lacks. such 
people, especially those practised at helping 
Internet and software companies rather 
than more familiar ıt hardware firms. 

Many of those who call themselves 
“venture capitalists” are really glorified 
bankers—indeed, most of them work fordi- 
visions of banks. The results have been pre- 
dictable. Hssc’s private-equity arm, which 
had been assigned part of Hong Kong's 
$ioom fund, gave most of its shares back. 

after making only one investment over the 
span ofa year. i 





Asian values 


On the one hand, Asia boasts educated 
workforces, accomplished businessmen 
and a willingness to wire upits comer of the 
world. On the other, it seems to lack the ex- 
perience and frame of mind tocompete wit 
technology firms elsewhere, especially in 
America. How can these contradictions be 
reconciled? 

Asia’s current weaknesses are fornida- 
ble, but they really apply to only half of the - 
information industry: the market for revolu- 
tionary new software and other world-beat- 
ing technology. That leaves the application _ 








at five o’clock and taking an 
hour for lunch,” says Biz- 
‘Tone’s Mr Carlton. 

The Silicon Valley 
start-up culture of tireless, 
low-paid work for a com- 
mon passion and a vague 
promise of future riches of- 
ten seems as alien to today’s 
young and educated Asians 
as their grandparents’ 
sweatshop reminiscences. 
Many Asian entrepreneurs 
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of technolegy for local and 
regional needs, and this-is - 
starting to take off, The two” 
biggest listings of Asian: 
dot.coms on Nasdaq have: 
involved firms that apply 
existing ideas to Asia, notin- 
venting them from scratch. 
Singapore’s Pacific Internet 
is a service provider and 
China.com is a portal. This 
month they will be joined 
by Asiainfo, which builds 
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networks and integrates Internet systems. 


At the simplest level, Asia needs its own: 


copies of the content and service sites. that 
can be found in America. Such firms are 
starting to pop up everywhere. MyFlowers, a 
Singaporean online flower seller, specialises 
in Asian floral tastes and uses its knowledge 
of local distribution in a handful of coun- 
tries. Mukmin.com,. an “Islamic portal” 
based in Malaysia, aims to offer a full range 
of online services for travelling Muslims, in- 
cluding a program that will calculate prayer 
times in 4,000 cities around the world, point 
the faithful in the direction of Mecca and 
provide a guide to local mosques and halal 
restaurants. It also plans to offer an Internet 
service that will collect alms electronically 
and distribute them to Muslim charities. 

In Malaysia, small start-ups are appear- 
ing in Kuala Lumpur, where they can at least 
get hold of food 24 hours a day. 
Some start-ups have even begun to 
arrive at the msc’s new business in- 
cubator, where office space for new 
technology firms is socheap as to be 
practically free. OilPalm.net, run out 
of a tiny office with one desk, may 
not be the next eBay; but it could be 
just what Malaysia’s hundreds of 
palm-oil plantations need. 

For more enterprising firms, 
Asia offers online business advan- 
tages that even America cannot 
match. The region is. the manufac- 
turing centre of the world, and on- 
line logistics, business-to-business 
e-commerce and trade finance are 
all local needs that can be easily 
served by Asian firms. Since the 
point of e-business is what “e” can 
do for business of all stripes, the po- 
tential benefits to the region extend 
well beyond rr companies. Asian 
manufacturers are famously efficient at 
making things, but far less so at managing 
the information that feeds into and out of 
the process. 

This is where the Internet offers the great- 
est gains: even if Asian firms adopt e-busi- 
ness more slowly than American ones, they 
stand to gain as much or more, simply be- 
cause of the inefficiencies they start with. Mr 
Wong’s Advanced Manufacturing Online 
brings supply-chain management online; 
Arena, based in Hong Kong, does the same 
for shipping logistics. Companies. such as 
Alibaba and Asian Sources are providing a 
web face for thousands of small Asian man- 
ufacturers. 

Indeed, South Korea and Taiwan, whose 
governments have not tried as hard to lead 
the Internet wave, could benefit even more 
from e-business than their neighbours, as 
their huge manufacturing sectors turn to 
new applications. Although Asia’s Internet 
potential wasslow toseepin, there is nothing 
like a blockbuster 1ro to catch the attention. 
First there were the Nasdaq hits of Pacific In- 
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tem d China.com. Then the craze went 


local, with billion-dollar companies emerg- 


ingovernight in markets from Seoul to Singa- 
pore. Plenty of hopefuls are waiting in the 
wings: Thanks to relentless government 
prodding, the Internet industry has ex- 
ploded throughout the region. Technology 
giants from CMGI to Nokia are now setting 
up venture-capital funds in Asia to tap the 
opportunity and gain a foothold. 


High-tech by fiat 

However, the instinct of Asian governments 
to lead this transformation is still a danger. 
Saddled with a zero-sum view of the world, 
anda bad case of Microsoftenvy, the govern- 
ments of Hong Kong, Singapore and Malay- 
sia are trying to force their economies down 
the.one path they think will turn them into 
Asia’s technology “hub”. That is a mistake. 





Asia’s tigers have a huge comparative advan- 
tage in applying many of the new technol- 
ogies that have been developed elsewhere. If 
they pursued that advantage, not only 
would their manufacturing and service sec- 
tors receive a boost, but their economies 
would grow richer and cleverer. And Asia 
would be inching closer to the day when it 
can compete head on in new technology 
with America, Europe and Japan. 

Yet Asian governments seem obsessed 
with big investments, and they also have a 
tendency to compete with each other on 
everything. Neither obsession is helpful. In 
Hong Kong, which has lots of empty offices 
and industrial land begging for redevelop- 
ment as start-up space, entrepreneurs do not 
need yet another tycoon-built office block. 
In Malaysia, the few engineers who can bear 
the drive to the msc incubator regret that Dr 
Mahathir did not simply renovate Kuala 
Lumput’s lovely old railway station as offices 
for new firms. 

The cost of grandeur is measured in 
more than wasted capital. The approach also 












pits all three centres against each other, as if 


the evolution of Asia’s most dynamic new 
industry were a game of musical chairs in 
which only one player can win. 

Malaysia is the worst culprit. It could 
thrive as a development centre for Singapor- 
ean firms. In the process, Malaysia would de- 
velop more skilled programmers, and poten- 
tial entrepreneurs would learn how to 
market and manage from their Singaporean 
counterparts. Instead, Dr Mahathir seems 
obsessed with wiring up his legacy in the 
palms. Similarly, Hong Kong needs to recog- 
nise that it has the sky-high cost base of Sili- 
con Valley without the talent to match. 
Rather than building yet more shiny office 
space to inspire start-ups, it would have 
done better to concentrate on being the cen- 
tre for financing mainland Chinese Internet 
companies—which tend to be more entre- 
preneurial than the city’s own. 

Indeed, one reason Singapore’s 
prospects seem bright is that its 
government appears at last willing 
tolet go. Much of Singapore’s largest 
fund is going through an incubator 
set up by Mr Wong, who has proven 
success in local start-ups. Shunning 
a sterile purpose-built office block, 
Mr Wong plans to put entrepre- 
neurs in converted shop fronts near 
his own office at the edge of the 
city’s colourful Beach Road Indian 
district. 

Does that mean Asian govern- 
ments should sit back and do noth- 
ing? Hardly. In Hong Kong the gov- 
ernment could put pressure on a 
technophobic banking system that 
still makes it ruinously expensive 
for local e-commerce companies to 
accept credit cards online. Malaysia 
and Singapore have also been slow 
to set reliable payment standards. Universi- 
ties, with government encouragement, can 
crank out more bright young students who 
are eager to express themselves as individ- 
uals. One of the changes that has done most 
to encourage the Internet business in Singa- 
pore and Malaysia was the relaxing of a rule 
that prohibited people from running busi- 
nesses out of their government-subsidised 
homes. 

As well as improving regulation and 
education, Asian governments can keep ex- 
horting. Unlike America, young and talented 
workers in Malaysia, Singapore and else- 
where listen to their political leaders when 
choosing a career. Even catchy radio jingles 
such as Malaysia’s official “Love rr” cam- 
paign have their uses in setting the right 
mood. 

Perhaps that is because enterprising 
young Asians know that in one respect, at 
least, their leaders are right: Asia.com really is 
emerging. The hope is that the government 
does not try to say how. 
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Wo ist Goldilocks? 


Having an e at the start of its name does not mean that Europe is guaranteed 
to enjoy the benefits of the “new economy” 


T WAS fittingly symbolic. In the same week 
.that America celebrated its longest-ever 
economic expansion, Europe’s single cur- 
rency slid to a new low of $0.97. On the sur- 
_ face, this shows the wide gap between the 
“two economic blocks. America is enjoying 
an enviable combination of rapid growth, 
Jow unemployment and subdued infla- 
tion—the so-called Goldilocks economy. 
Thanks to the digital revolution, it is argued, 
“this “new” economy can sustain faster infla- 
| tion-free growth. In. contrast, despite high 
< unemployment and sluggish growth, the 
o European Central Bank (ecs) is worried 
“about rising inflation. On February 3rd it un- 
expectedly raised its key interest rate by a 
quarter of a point, to 3.25%. This followed a 
similar rise in dollar interest rates, and re- 
flected the ecs’s concern that a weak euro 
could threaten price stability. 
Such short-term issues aside, the bigger 
‘question is: can Europe follow America’s re- 
cord-breaking example? Whether America 
really has a “new” economy that can sustain 
faster growth indefinitely is controversial. 
. Butitis undeniable that productivity growth 
has picked up, and that it has for a time al- 
‘lowed the economy to grow more quickly. If 
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these gains result mainly from the informa- 
tion-technology revolution, Europe too 
should be able to enjoy them. 

Such a prospect certainly made many 
European businessmen cheerier than usual 
at this year’s World Economic Forum in Da- 
vos. They eagerly crowded in to listen to the 
Internet gurus, hoping to pick up tips about 
e-commerce and how management should 
prepare for a digital age. Indeed, in a turn- 
about from previous years, most European 
bosses accepted the need to restructure their 
economies and embrace the American way, 
to unlock the secrets of the digital economy 
(though continental politicians in Davos 
were more grudging, talking still of defend- 
ing the European social model). 

One reason for the bosses’ new-found 
confidence is that Europe’s economies at last 
seem to be recovering. cpr in the euro area is 
estimated to have increased at an annual 
rate of around 4% in the second half of last 
year; growth of at least 3% is forecast in each 
of the next two years. In December, unem- 
ployment in the euro area fell to 9.6%, down 
from a peak of 11.7% in 1997. This is the lowest 
rate for seven years—even if it is still far 
above America’s jobless rate of 4%. 





Will the new economy, offering an im- 
proved trade-off between growth and infla- 
tion, now cross the Atlantic? Last November 
Mr Duisenberg told a press conference that 
the new economy had not yet arrived in Eu- 
rope. There is little evidence of higher pro- 
ductivity growth, which would safely sup- 
port a higher cpp growth rate. The recen 
spurt in Europe’s growth is largely cyclical, 
the result of low interest rates, a cheap euro 
and stronger world demand.: Many Ameri 
cans in Davos expressed fears that the ECE 
stuck with old-economy thinking; woul 
the monetary brakes: too soon. They seem 
now to be right—but not because of the new 
economy. The euro area’s inflation rate rose 
to 1.7% in the year to December, mainly 
thanks to the rise in oil prices, and it could 
breach the ece’s 2% ceiling in the next few 
months. But core inflation, excluding. oil 
prices, is only 1.1%. After several years of slow. 
growth, the region has considerable econ- 
omic slack, which means that fora year or so 
it can safely grow more rapidly than its pro- 
ductive potential without risking inflation. 

The interesting question, however, is 
whether, in Europe, rr can lift the long-term: 
growth rate: Consider the elements that are 
said to explain the American economy's re- 
cent boom. First, there has been a surge in 
business investment, especially init equip- 
ment. Second, many firms have restruc- 
tured, embracing the Internet to boost effi- 
ciency. And third, flexible labour markets, 
open product markets and well-developed 
capital markets have made iteasier for entre. 
preneurs to start new firms. 
Sadly, even if rr has boasted produci 
ity growth in America, there are reasons to 
doubt that Europe will follow suit in the neat 
future. For a start, America’s. faster p 
ductivity growth and lower than expected: 
inflation have been partly due toa massive 
investment boom, which has increased 
economy's capacity. This. has not been. 
matched in Europe. Between 1990 and 1999, 
business investment almost doubled in real 
terms in America; in the euro area it rose by 
only 16% (see chart on next page). The blame 
lies partly with rigidities in labour and- pro- 
duct markets, high labour costs and high 
taxes, which all discourage new investment. 

Likewise, although European firms are’ 
now embarking on a high-tech spending 
spree, they lag far behind the United States. 
Total spending on rr amounzs to just over 5% 
of cpp in the euro area, compared with 
around 8% of cpr in America, and 7.5% in 
Britain. E-commerce is alse much less de- 
veloped in Europe. Although there are some 
well-developed corners, such as Finland, 
overall five times as many people per 1,000 
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population have access to the Internet in 
America as in the euro area, 

Some studies also suggest that almost all 
of America’s spurt in productivity has come 
from within the computer-manufacturing 
sector itself; there is little sign of the benefits 
of rr spilling over to the economy as a whole. 
That might mean that the gains from using 
the new technology take longer to come 
through. But, for Europe, the significance is 
that countries that merely use rT will benefit 
less than countries that also produce it. And 
most big rr companies—such as Microsoft, 
Intel, Cisco, Oracle, 13m and Dell--are Amer- 
ican. Relative toits Gop, Europe’s outputof IT 
hardware is only half that of America. 


Europe.com 


On the other hand, Europe may still hold 
one future trump card. It is far ahead of 
America in wireless technology, with a 
much higher use of mobile phones, thanks to 
its adoption of a single standard for them. In 
future mobile phones may become the most 
widely used link to the Internet. 

Evidence of a productivity improve- 
mentisonly very recentin America. So, given 
Europe's lag in rr development, it is hardly 
surprising that the euro area has still seen 
none, The corollary is that, as ır spending 
and e-commerce expand within Europe, 
there is greater scope to increase competition 
and price transparency than in America. 
This could help to dampen inflationary 
pressures for a few years tocome. 

But that does not mean that throwing 
pots of money at rt is certain to boost pro- 
ductivity. To flourish, new technology re- 
quires efficient, flexible markets to make 
sure that money flows to the most produc- 
tive investments. America’s superior perfor- 
mance owes a lot to structural reforms in the 
late 1970s and 1980s that created a more fa- 
vourable climate for business, allowing 
firms to reap the benefits of new technology. 

There are at last some hopeful signs in 
Europe. The introduction of the euro has 
created a big single capital market; making it 
easier and cheaper to raise money for invest- 
ment. The new single.currency has. also set 
off a wave of cross-border mergers and ac- 
quisitions. And there has been a striking in- 
crease in hostile takeovers, strengthening the 
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pressure on managers to perform. 

Yet structural reforms that require gov- 
ernment action are proceeding more slowly. 
Tax cuts are planned in Germany, France 
and the Netherlands. The electricity and tele- 
coms:industries are being deregulated. And 
several governments, such as Spain’s, are 
genuinely trying to make their labour mar- 
kets: more flexible. There are, however, some 
notorious counter-examples, such as 
France’s 35-hour week or the German gov- 
ernment’s decision to bail out Philipp Holz- 
mann, a construction firm. Europe is still far 
from being a free-market paradise, even if 
policy is moving in the right direction. 

There is thus still a long way to go in Eu- 
rope; and Britain’s experience also offers a 
sobering precedent. Britain has seen lower 
tax rates, more flexible labour markets, 
wide-ranging privatisation and much stron- 
ger investment growth than in the euro area 





over the past decade, and significantly 


higher spending on 11. At Davos, Tony Blair 
presented himself as an evangelist for econ- 
omic modernisation, preaching the virtues 
of spreading the British experience all over 
the continent. Yet the truth is that even Brit- 
ain has so far seen little sign of faster pro- 
ductivity growth. Admittedly, one big im- 
provement is that unemployment has fallen 
sharply, to 5.9%, from 11% in 1993, without 
triggering a renewed surge in inflation. 

Indeed, even as Europe waits for its pro- 
ductivity to be boosted by rr and structural 
reforms, it has huge scope to enjoy faster 
growth over the next decade, simply by 
making better use of its potential labour 
force. Only 60% of the population of working 
age in the euro area have jobs, compared 
with 74% in America and 71% in Britain. If the 
pool of unused labour (including those who 
choose not to have jobs as well as the offi- 
cially unemployed) could be put to work, 
Europe’s economies would temporarily 
jump ahead. If the euro area lifted its em- 
ployment ratio to American levels gradually 
over a 20-year period, this would raise the 
annual growth rate of the region’s produc- 
tive potential by almost 1%. 

To tap such a pool of labour would re- 
quire more radical tax and labour-market re- 
forms than most governments are contem- 
plating. But this is why Europe would be 
foolish to base its hopes on heavy invest- 
ment in rr alone. If Europe is to enjoy faster 
economic growth, it is as likely to stem from 
old virtues as from a new economy. 

LEEN E E abe cases jai tet l 





British banking 


Scot free? 


Against the wishes of its own shareholders, Britain’s NatWest may be about to 


escape its Scottish predators 


RITONS like to snigger at the French. So 

London’s bankers greatly enjoyed last 
year’s lengthy and inconclusive takeover 
battle between three of that country’s big- 
gest banks. Yet now, and despite Britain’s 
much-admired takeover code, the hostile 
bid for National Westminster Bank by two 
smaller rivals, Bank of Scotland and Royal 
Bank of Scotland, could also end in stale- 
mate. The City is not amused. 

Both banks’ final bids are based mainly 
on offers of their own shares, topped up by a 
cash element of about £7 billion ($11.5 bil- 
lion). There is little to choose between them 
in value. On February ist, NatWest’s board 
duly rejected both. The risk now is that 
shareholders’ votes will be split between the 
Scottish rivals, allowing NatWest-to escape’ 


takeover—even though a clear majority of © 


shareholders seem to want new manage- 
ment. Worse, some 10-15% of NatWest’s 
shares are held by passive, index-tracking 


funds, which often abstain in bid battles; 
and inertia may keep others from voting. 
The deadline for the decision is February 
14th. This week the outcome remained hard 
to predict: sentiment could tip clearly to- 
wards one of the predators (with Royal Bank 
marginally favoured), but a great NatWest 
escape looks just as possible. There is even 
scope for a last-minute negotiated deal, 
which some in the City would welcome. 
Under Britain’s 60-day takeover time- 
table, NatWest issued its final (and surpris- 
ingly robust) defence on January 24th, or 
“day 39”. It recalled a gifted but lazy student 
at an oral examination—winging it with tit- 
bits that he had picked up. For a start, Nat- 
West has recognised how keen investors are 
togetrid of bank shares, especially itsown. It 
now promises to repay as much as £7 billion 
of its capital this year, raised by massive 
sales of “non-core assets:” The bank also 
claimed that business was much better than 
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Focused on meeting the 
challenges of the future. 


Another clear advantage. — 


At Clearstream our focus now is on successfully 
meeting the challenges of the future and on breaking 
jown the boundaries between financial markets, both 
international and domestic, to provide a faster, more 
efficient service at a global level 

Clearstream is a merger of Cedel International and 
Deutsche Börse Clearing, combining nearly seven 
trillion euros in assets under custody and more than 
eighty million transactions a year That brings greater 
liquidity and economies of scale which drive down costs 
Can anyone halt our progress as the premier global 
clearing house? 


Not likely 


clearstream 





streamlined systems for clearing, settlement and custody 





Fast forward. Pressing the two Vs speeds you ahead. Watch us while we merge VEBA and VIAG 
and speed into the ranks of Europe’s premier industrial groups. Fast forward. The symbol for our 
merger. To find out more, write to VEBA AG, Bennigsenplatz 1, D-40474 Düsseldorf or VIAG AG, 
Brienner StraBe 40, D-80333 Munich. 
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The long goodbye 
September 23rd 1999=100 











people thought—a respectable 24% retum 
onequity last year. 

Earlier, NatWest had poached Gordon 
Pell, boss of the retail arm of the legendarily 
profitable Lloyds tsp, with the promise of a 
£1m payoff if he lost his job. And, prompted 
by advisers who should know (having 
worked on many bank mergers themselves), 
it has highlighted the disastrous perfor- 
mance of the spate of American regional 
bank mergers in 1997 and 1998. Investors in 
the two Scottish banks have certainly seen 
their shares slide (see chart) at the prospect 
of their lean banks becoming fat. The uncer- 
tainty has also affected NatWest’s share 
price, which has been drifting lower this 
week as its prospects of survival improved— 
hardly a vote of confidence in management. 

Investors still look likely to vote against 
NatWest—as Jupiter and Standard Life, two 
fund managers, have already declared. Al- 
though close in financial terms, the two 
banks’ offers are based on competing strate- 
gies. Bos would have to sell much of the Nat- 
West group to be able to afford a bank whose 
assets are three times as big, and would end 
up as a focused British bank. It had already 
announced plans to sell Gartmore, a fund 
manager, Ulster Bank, an all-Ireland bank, 
and Greenwich NatWest, a debt-markets 
business. Then last month it agreed to sell 
NatWest Life to Prudential, Britain’s biggest 
life insurer. It also promised the Pru exclusive 
rights to supply the bank’s life and pensions 
products. This seemed a blatant attempt to 
raise much-needed cash (the deal is worth 
an estimated £800m). But Bos’s big selling- 
point remains the cost-cutting reputation of 
its chief executive, Peter Burt. 

Sir George Mathewson of rss is pursuing 
adifferent line. He is miffed because, he says, 
his bid was all-but-invited by NatWest, 
which at first avoided labelling it as hostile— 
only to lump it with Bos’s and unceremoni- 
ously reject both. His proposed new bank is 
more broadly based than the other options: 
it would hang on to Ulster, Greenwich’s Brit- 
ish business and half of NatWest Life. He 
promises to make resNatWest Britain's top 
bank, and a leading player in Europe. 

rps has been able to conjure up more 
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cash to enrich the deal because of support 
from Spain's Banco Santander Central His- 
pano (BscH), which owns 9.6% of its shares. 
Through pscu, RBs is part of a network of 
European financial institutions, which in- 
cludes Germany's Commerzbank, Italy's 
San Paolo-ımı and France's Société Générale. 
On January 31st, BsCH cemented its ties with 
SocGen further with a joint venture and in- 
creased cross-shareholding. Both banks 
agree that full-scale merger is not the right 
strategy so long as huge differences remain 
in Europe's tax and company laws. 

What happens if, as in the French battle 
last year, there is an inconclusive outcome? 
The French solution was for the banking reg- 
ulator to step in to try to broker a compro- 
mise. That will not happen in Britain. The 
takeover code’s rules are clear: both bids 
lapse. Moreover, neither bank can try again 
within 12 months, unless its bid is recom- 
mended by NatWest’s board or a third party 
has stepped in. There have been suggestions 
that the panel should make up new rules for 
this unprecedented situation, but it has no 
power todoso.One source close to the panel 
insists that “these things have to be brought 
toaclose at some point.” That leaves two un- 
palatable outcomes: NatWest escapes, or, 
after an interval, the circus starts again. Who 
said only the French can do farce? 

x = 





Trade 


Caution needed 


HEN ministers from more than 130 

countries met in Montreal to discuss 
the most controversial issue in international 
trade—genetically modified organisms 
(Gmos)—it had all the makings of a Seattle- 
style debacle. European consum- 
ers are ina frenzy over the alleged 
dangers of Mos, which produc- 
ers, mostly American, insist are 
safe. America and a few GMo-ex- 
porting countries were bitterly 
opposed to demands by the 
European Union and most de- 
veloping countries for strict safe- 
guards on trade in GmMos. Their 
disagreement had scuttled a pre- 
vious attempt at a deal a year ago 
in Cartagena, Colombia. And yet, 
astonishingly, on January 29th a 
deal was done. 

The new “Biosafety Proto- 
col”—the first agreement regulat- 
ing trade in GMos—seeks to re- 
spond to widespread fears that 
cmos pose risks to biodiversity 
and health. It requires exporters 
to label shipments that “may 
contain” bio-engineered com- 
modities such as maize and soya- 
beans (which account for 90% of 


Spot the pointless hazard 
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global trade in cmos). And it allows coun- 
tries to block imports of cmos on a “precau- 
tionary” basis in the absence of sufficientsci- 
entific evidence about their safety. 

Optimists hope that the deal will help to 
defuse transatlantic tensions over GMOS, 
which threaten to test the World Trade Orga- 
nisation to breaking-point. One reason that 
the Clinton administration agreed to com- 
promise is that American consumers are 
starting to share Europeans’ concerns about 
the dangers of cmos. Another is that it was 
loth to take the blame for wrecking a second 
big trade summit in two months. 

The big worry is that the Biosafety Proto- 
co! opens up a loophole for protectionists. 
European governments, for instance, could 
use it to protect inefficient farmers from 
American competition on the pretext of pro- 
tecting consumer health. Disputes about 
health standards that restrict trade are cur- 
rently adjudicated according to wro rules. 
These stipulate that food-safety standards 
must be based on scientific evidence of a 
possible health risk. 

Take the battle between the eu and 
America over growth hormones in beef, 
which are widely used in America but which 
the eu bans, because it claims they may 
cause cancer. The wo ruled against the ban 
(which the eu has yet to lift) because the Eu 
had not conducted a risk assessment that 
shows such hormones to be dangerous. For 
similar reasons, the wro might again side 
with America if it were to challenge an Eu 
kanon GMOS. 

But when there is insufficient scientific 
evidence, the wro allows governments to 
take provisional measures “on the basis of 
available pertinent information”. So the 
wro might accept the Eu’s right to maintain 
a temporary ban on cmos until more is 
known about their potential dangers. The eu 
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to recognise this “precautionary principle” 
more explicitly, and without setting any time 
limit. With that in mind, the European Com- 
mission published its first formal guidelines 
oe to apply the principle on February 
and. 

The Biosafety Protocol is astepin theeu’s 
direction. It makes.it easier for countries to 
ban imports of cmos; because it shifts the 
burden of proof to exporters, who must 
show that their products are safe. Admit- 
tedly, the protocol doesnot supersede wro 
law. And since America is not a party to the 
umbrella agreement of whichrthe protocol is 
part, it could in future claim not to be bound 
by it. But in practice, thinks Steve Chamo- 
vitz, an expert on environment-related trade 


and many consumer groups want wro rules _ 


GMmos, the wro would have no choice but to 

take account of a multilateral: agreement 
such as the Biosafety Protocol, 

-This is a messy compromise. It does not 
resolve the underlying issue: how to recon- 
cile governments differing attitudes towards 
the risks of technological change, without 
disrupting trade. Some governments think 
that, even though its environmental effects 
may be irreversible, bio-engineering should 
be allowed unless it is shown to be danger- 
ous, Others believe it should be banned un- 
less itis shown to be safe. 

Coping with this fundamental differ- 
ence requires political compromise. But the 
danger is that countries will instead try to 
settle their disputes about cmos using legal 





| Canada not so dry 


TORONTO 


OME listed companies in Canada are 

about to get stars for good behaviour, 
On February 15th, 60 Canadian compa- 
nies included in the tse 300 index of 
shares will. be rewarded for their virtue. 
They will constitute Canada’s first index 
of “socially responsible” companies. The 
virtuous 60, chosen among Canada’s larg- 
est companies, will have passed tests de- 
signed to reflect the current standards of a 
small but growing number of investors 
who want their money to be a force for 
good (or at least todo no harm). 

The Jantzi Social Index isnamed after 
its developer, Michael Jantzi,-who runs an 
eponymous research firm in Toronto. (The 
essential virtues do not, apparently, in- 
clude modesty.) Mr. Jantzi’s index joins 
the Domini 400 Social Index for shares 
listed in the United States, the wrt Social 
Index for Britain, and the Dow Jones Sus- 
tainability Group Indexes for interna- 
tional shares. The aim is to encourage 
money managers to incorporate environ- 
mental, social and ethical considerations 
into their decisions. 

But ethics, it seems, are different from 
country to country. America’s ten-year- 
old Domini 400 screens out companiesin- 
volved in tobacco, alcohol, gambling, 
weapons. or nuclear-power generation. 
For Canadians, too, smoking, arms and 
nukes are out of the question. So are deal- 
ings with Myanmar. But a mugof beer ora 
flutter on the horses is not a cause for guilt. 
The Jantzi Index will accept firms with in- 
terests in gambling and alcoho. 

Mr Jantzi faced another dilemma: Ca- 
nadian stockmarkets list a large number 
of natural-resource companies, including 
some in fields such as mining and forestry 
that are, soto speak, environmentally 
challenged: But ‘to disdain them would 
a eee oe ee 
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have deprived the index of a broad 
enough base. So the Jantzi (like the NPr, 
which has a similar “screen”) uses a best- 
of-sector approach. 

To counter charges of hypocrisy, Mr 
Jantzi argues that socially responsible in- 
vesting is not about perfection but about 
effecting change. Investors ought to en- 
courage companies with the best prac- 
tices. The Domini has the luxury of the 
whole United States market to pick from, 
and so does not have to settle for such 
“best-of-the-worst” compromises. 

Many pension-fund managers be- 
lieve that their primary fiduciary duty—to 
their clients—~precludes them from taking 
ethical. considerations into account in 
their investments. The counter-argument 
is that-environmental and social issues 
can have profound effects on acompany’s 
bottom line, so that to ignore them is itself 
an abrogation of fiduciary responsibility. 
Asit happens, the indices’ records seem to 
support this case. All three have outper- | 
formed their ethically neutral counter- 
parts. Their supporters would argue that 
this shows how ethical criteria tend to se- 

Jectcompanies with good long-term man- 
agement practices. Virtue, in other words, 
can bring more than its own reward. 
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means, at the wro. This is a recipe for disas- 
ter. If the wro struck down an eu ban on 
coos, European governments might find it 
impossible to override consumer fears— 
however irrational—for the sake of free’ 
trade. If the wro upheld it, that could give a. 
green light for protectionists. Either way, the < 
wTo’s ability to keep world trade free could 
be fatally undermined. 
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Indian lending 


Default options 


MUMBAI 


AKING advantage of a weak and over- 

burdened legal system, some Indian bor- 
rowers have long defaulted on their domes- 
tic debts with impunity. Last July, however, 
Essar Steel set a precedent when it failed to 
repay $250m in floating-rate notes (FRNs) 
that had fallen due, and so became the first 
Indian company to default on its interna- 
tional debt. This week it also failed to come 
up with the cash it had promised to pay in- 
vestors under a deal reached in December. It 
asked for still more time, in the hope that its 
principal Indian creditors, a group of de- 
velopment banks, will lend it more money. 
So far, they have resisted. If Essar gets its way, 
as it still expects, it will testify to the enor- 
mous clout that large Indian borrowers con- 
tinue to wield. 

Essar’s tussle with its Indian creditors in- 
tensified last year when the FRN default 
loomed. Essar is part of a conglomerate with 
interests in shipping, steel, oil and power. 
The banks insisted that the controlling fam- 
ily, the Ruias, restructure the businesses, and 
sell a power plant and other assets to bringin 
cash. In a carefully worded statement issued 
after its default last year, Essar blamed its 
troubles on the economic sanctions im- 
posed on India after it had tested nuclear 
bombs in 1998. These, it argued, had made it 
hard for Essar to borrow abroad to repay the 
notes, leaving it no option but to approach its 
Indian creditors. 

The default attracted plenty of press cov- 
erage. At the time, the finance minister, Yash- 
want Sinha, ruled outa rescue, and the banks 
held out. The banks are still resisting a bail- 
out, but some might eventually relent. State- 
owned Indian banks, which hold around 
$40m of Essar Steel’s reys, have opted to ex- 
tend the notes rather than take a discounted 
cash settlement—presumably to avoid hav- 
ing to record a loss at once. Gian Prakash 
Gupta, chairman of Industrial Development 
Bank of India (tpai), one of Essar’s biggest 
creditors, said this week that the bank’s 
board had put off a decision on whether to 
refinance the notes, but implied that an offer 
might beon the table. 

If so, that would set a bad precedent— 
and one that the banks can ill afford. 1ps1 has 
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just announced a drop of 36% in after-tax 
. profits for the last three quarters of 1999. The 
fall was caused by higher provisions for bad 
loans and rising interest costs. The firm’s 
share price has collapsed. If private foreign 
creditors. receive preferential treatment, it 
might also prove embarrassing at home. In- 
dian investors in debt issued by Essar Oil, a 
group company, have had no redress since it 
_ defaulted, also in July 1999. 
© Usually, Indian creditors that pursue 
‘their claims through the courts find that law- 


Japanese banking 


The ties that bind 


TOKYO 





suits drag on for years. In 1993 the govern- 
ment passed a law to set up special courts to 
try cases about debts owed to banks. But pro- 
gress has been slow. Last month the govern- 
ment amended the law, allowing these 
courts to appoint a receiver to seize the bor- 
rower’s assets and charge a fee for their use 
until the suit is settled. This is expected to 
speed things up. But not much. Nearly 5,500 
lawsuits have piled up before the court in 
Mumbai since it was set up in July last year. It 
has only one judge to hear them all. 


Sanwa is an oddity among Japan’s banks: it thinks like a business. But will its 


strategy pay off? 


NEA sheet of designs that Ha- 
ruo Inoue, a Sanwa Bank sara- 
riman, spreads carefully in front of 
him area gold crescent ring, a pa- 
perclip, a mosaic of rectangles, 
three blue blobs and a pointy star. 
All were potential logos for Finan- 
cial One, a venture backed by Sanwa and six 
other firms. In the end, however, the new 
brand plumped for a “Mobius” strip, whose 
eternal twisting, the accompanying text 
helpfully explains, “symbolises the ever-ex- 
_panding services our company can provide 
its customers.” 

Hardly path-breaking stuff. Yet this sort 
of branding exercise is exotic in Japan. Banks 
usually stick their adverts in the one place 
where they are redundant: their branch win- 
dows. The creative types at Financial One 
hope to change things. Next month, they 
plana fancy pre-launch campaign that will 
cost, discloses Mr Inoue, several billion yen 

“(tens of millions of dollars). By the summer, 

| Financial One will start rolling out services 
which, the group hopes, will at last shake Ja- 
pan’s sleepy retail-finance industry awake. 

That the brains behind this project are 

< Sanwa’s was to be expected. The bank’s un- 

“usual penchant for profits always made it a 

“reluctant member of Japan’s discredited 
“convoy system”, in which all the big lenders 
were meant to trundle forward at the same 
speed. In fact Sanwa’s aggressive tactics have 
sometimes gone too far. In recent scandals, it 
was the only bank found to be bribing both 
the finance ministry and the central bank for 
commercial advantage. Its punishment was 
aban, which expired last September, on mu- 
tual-fund sales at its branches. Even so, 
Sanwa has the fastest-growing fund business 
ofall the big banks. 

These unJapanese urges have made the 
bank few friends among its clubable peers in 
-other “city banks”. A flurry of mergers late 

< last year left Sanwa as one of the few big 
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lenders without a partner. Instead, 
the bank has looked outside the in- 
dustry for friends. It started in Jan- 
uary 1999 by forging an alliance 
with Toyo Trust, a fund-manage- 
ment specialist. Next, it hooked 
four second-tier stockbrokers in- 
cluding Universal Securities. When they 
merge in April, the new entity, Tsubasa Se- 
curities, will have a branch network as big as 
that of Nomura, the industry leader. Then 
came two life insurers and one non-life com- 
pany last summer. A second non-life com- 
pany joined in November. With 29m cus- 
tomers, Financial One has a potential retail 
market that will be second only to that of the 
giant state-owned post office (see table). 

Group members are not actually merg- 
ing—at least, not yet. Instead, Sanwa has built 
a sort of specialist financial ketretsu (or cor- 
porate group), with cross-shareholdings and 
business ties that bind the partners in a loose 
federation. All the same, the inspiration 
comes from financial mergers of the sort that 
have created such vast retail empires as 
America’s Citigroup. Like Citi, Sanwa wants 
its alliance to combine the convenience of 
one-stop shopping with vigorous cross-sell- 
ing of a variety of financial services. 

The big step, due in June, will be to merge 
each member's credit-card operations into a 
new company. This firm will then become 
the launch-pad for new products under the 
Financial One brand: a single account com- 
bining insurance, banking and broking, a 
consolidated statement, and new types of 
bank cards. In the meantime, the alliance is 
experimenting with a private-banking joint 
venture, which it plans to launch in April. 

Strictly, cross-selling banking and insur- 
ance will remain illegal in Japan until the law 
is scrapped ‘next year. “But we are doing 
something close to cross-selling,” smiles Mr 
Inoue. For instance, he:says, the credit-card 
company will post insurance brochures 
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with customers’ bills. As lor.g as the firm sup- 
plies these pamphlets in the interests of pro- 
moting its own business, says Mr Inoue, it is 
allowed. Financial One’s new website; 
which will open in April, will perform a dif- 
ferent trick. The law prevents the website it- 
self from handling business. Instead, the traf- 
fic will be diverted for processing to other 
group-member websites. 


Sharing information 


Sanwa’s plan also gets round data-protection. 
laws, which prevent two companies from 
sharing information about each other's cus 
tomers. By transferring accounts to'a third 
company, Financial One’s members: ca 
pool information. They plan to pick over this 
data in search of clues for new products and 
services. The group will then market the 
with the help of Aplus, one of Japan’s razor 
sharp consumer-finance firms. 

This information-sharing will divari 
members of the alliance to move their.cus- 
tomers to the new company. But the new 
venture will not offer the one big attractio 
advertised by some finance-sector mergers— 
cost savings. Where they have worked best, 
financial mergers have profited: from. th 
simple economies of scale offered by a.com 
mon information-technology system: The Fi- 
nancial One alliance preserves seven diffe 
ent iT systems, although at least they will be 
plugged into each other. Investors have bee’ 
put off by this, and by the complexity of t 
new venture’s management (Mr Inoue a 
ready admits toa tiff about whether or not to 
use advertising hoardings). Like those of Ja 
pan’s other big banks, Sanwa’s shares have 
been sliding, losing one-third of their value ` 
since lastsummer. 

This is perhaps a bit unfair: Sanwa may 
well prove more nimble than its competitors, ` 
though, by international standards, it is not’ 
exactly going flat out. The only visible sign of 
its tie-up with Toyo Trust, for instance, is a 
single joint branch, opened with great fan- 
fare last November. Its rivals are all merging, 
and Japan's clannish, inevard-looking’ cor- 
porate culture makes that very hazardous, 
Even the most trivial disputes can absorben: 
ergies for years, Sanwa and its partners, less 
handicapped by petty rivalries, may yet | 
creep ahead in this crawl to the finish. 
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Politics and the boom 


In the race for the White House, the Democrats’ best asset is the strength of 


the economy. But who deserves the credit? 


N HIS last state-of-the-union message, 

delivered to Congress on January 27th, 
President Clinton was exultant about the 
state of the union’s economy—as well he 
might be, By now, it is safe to assume, most 
people have heard that February is the 
107th month of the current expansion, 
making this boom the longest America has 
known. Listening to Mr Clinton last week, 
and to Al Gore as he worked the halls of 
New Hampshire, it was plain where they 
think the larger share of the credit for this 
expansion belongs: with Mr Clinton and 
his officials, not forgetting the American 
people, of course. “It's the economy, stu- 
pid” helped the Democrats to victory in 
1992; Mr Clinton and Mr Gore surely hope 
that much the same idea will produce a 
smooth transfer of power within the ad- 
ministration early in 2001. 

How much credit does the administra- 
tion really deserve? In an interview with 
the Wall Street Journal.and other papers 
on February ist, Mr Clinton assumed a be- 
coming air of modesty. Yes, we are lucky to 
be alive in this time, but not all the credit is 
his. As the Washington Post's headline put 
it, “President Says American Workers, 
Greenspan and Even Republicans Played 
Their Part”. 

American workers...best in the world 
.. initiative. ..enterprise...salt of the earth. 
Yes indeed, no quarrel there. The Federal 
Reserve, the president went on, had kept 
interest rates low despite the boom’s dura- 
tion, Alan Greenspan “realised we did not 
have to stop it because we had x years at 
3.8% or 4% growth, or some other indicator 
that always before had been a good rule of 
thumb.” As for the Republicans, they had 
agreed with the administration on the 
need for open markets, and open markets 
had been instrumental in spur- 
ring competition and pro- 
ductivity, and in pressing 
down on prices. Thank you, 
thank you, everyone. 

Taking modesty to ex- 
tremes, Mr Clinton was even 
willing to say in this interview 
that the economy, in sorne re- 
spects, now gives cause for con- 
cern. inflation was not upper- 
most in his thoughts, but he 
said he was worried about the 
trade deficit (which, strangely, 
he seemed to think was mainly 
caused by China’s import bar- 
riers), and about the need to 





keep borrowing heavily from abroad to fi- 
nance it. On the whole it was a disarming, 
intelligent and politically effective perfor- 
mance: one expects no less. 

But it was not quite the whole truth. To 
begin with, it is a matter of simple arith- 
metic to see that this 107-month expansion 
began before Mr Clinton took office 85 
months ago. Notwithstanding “it’s the 
economy, stupid”, the Democrats did not 
turn the economy round: the expansion 
began from March 1991, and Mr Clinton 
moved into the White House at the begin- 
ning of 1993. True, at the start, the expan- 
sion was slow by historical standards. The 
rate of unemployment carried on rising, in 
fact, from 6.8% at the trough in 1991 to 7.5% 
by the time of the election—not just be- 
cause demand was increasing compara- 
tively slowly but also because labour-sav- 
ing investment was playing a larger part 
than usual in the early stages of the upturn. 

For that initial surge of investment, 
and the subsequent acceleration as the ex- 
pansion matured, much credit belongs to 
the tax reforms and deregulation of the 
Reagan administration. Be that as it may, 
all the talk in 1991-92 was of a “jobless re- 
covery”, benefiting capital not labour 
(how typical of those damned Republi- 
cans to arrange things that way). 

John Makin of the American Enter- 
prise Institute has drawn attention to the 
irony here. The very reasons why George 
Bush fared so badly at the polls in 1992— 
namely, that the expansion started at a 
modest gradual pace and that labour-sav- 
ue (cost-reducing) investment was an 
early distinguishing feature—are among 





the leading causes of the boom’s longevity. 
At the start, in other words, Mr Clinton was 
lucky over timing: the recovery began too 
late for Mr Bush. But then the nature of that 
early recovery also helped the new presi- 
dent well into his first term and beyond. 

The administration lays much empha- 
sis on the elimination of the budget deficit. 
Praise is indeed due on that account. But 
again the foundations were laid before 
1993. The budget agreement of 1990 put a 
cap on growth in government spending; 
and, to his cost, President Bush broke his 
word and raised taxes to curb the deficit. 
Mr Clinton, for his part, was never a tax- 
and-spend Democrat; even so, he was reli- 
ably and credibly conservative on fiscal 
policy only after the debacle of his botched 
health-care reform and the subsequent 
rout of his party in Congress in the mid- 
term elections of 1994. So far as financial 
markets were concerned, the wisest thing 
he did in either of his terms was probably 
to make a hash of his first two years. 

Since then, much as with Tony Blair in 
Britain (so far), Mr Clinton’s greatest fiscal 
achievement has been to avoid doingdam- 
age to the fundamentally healthy economy 
he inherited from his political enemies. 
What about monetary policy? As the presi- 
dent points out, this is the Fed’s respon- 
sibility not the administration’s. But Alan 
Greenspan’s aim has likewise been to do 
no harm: he has passively accommodated 
the expansion, by and large, rather than 
trying either to spur itor curb it, and the ad- 
ministration has always backed him up. 

All this assumes that by the time of the 
election, credit for the expansion will still 
be viewed as an asset. This should not be 
taken entirely for granted. If the inflation- 
ary pressures that the Fed moved to relieve 
this week with its upward nudge to interest 
rates do not abate, or if the mood on Wall 
Street should shift, or if investors start to 
run from the dollar, or if do- 
mestic debt turns bad, or all of 
the above, the economy might 
look a lot less pretty by polling 
day than it does now. If it were 
then a question of assigning 
blame rather than credit, Mr 
Clinton would no doubt want 
to increase Alan Greenspan’s 
ample share. But with the presi- 
dent’s luck there will be no 
need to spin the biame, be- 
cause it probably won't hap- 
pen—not until Al Gore or John 
McCain (enjoy that thought 
while you can) has unpacked 
his bags. 
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Fiat lux 


SAN FRANCISCO 


In telecommunications, the long day of the electron has reached its twilight 


VEN non-geeks have now heard of 

Moore's Law, the main ordinance of the 
electronic realm. Gordon Moore, a co-foun- 
der of computer-chip giant Intel, correctly 
predicted several decades ago that the num- 
ber of transistors on chips—and thus the 
performance of electronic equipment— 
would double every 18 months or so. There is, 
however, a less well-known, but even more 
impressive rule that applies to the optical- 
networking technology now carrying much 
of the world’s data around: performance 
doubles every ten months. 

That is why it is reasonable to predict 
that, in the not too distant future, telecom- 
munications networks will abandon elec- 
trons altogether in favour of photons—as 
particles of light are known—for the trans- 
mission of information from place to place. 


The Richard Casement internship 

We invite applications for the 2000 Richard 
Casement internship. This is for a would-be 
journalist under 25 to spend three months of 
the summer on the newspaper, writing about 
science and technology. Our aim is more to dis- 
cover writing talent in a science student than 
scientific aptitude in a budding writer. Appli- 
cants should send a letter introducing them- 
| selves, along with an original article of about 
600 words which they think could appear in 
the Science and Technology section. They 
| should be prepared to come for an interview in 
London or New York, this April, at their own 
expense. Applications should be e-mailed to 
casement@economistcom or posted to: The 
Science and Technology Editor, The Economist, 
25 St James's Street, London swia 1HG. They 
| must reach us by March 6th. 








THE ECONOMIST FEBRUARY 5TH 2000 


Avoiding the need to convert from light to 
electricity at any point in the journey, and 
using technologies that can squeeze an enor- 
mous amount of data into a relatively small 
amount of light, should create a “bandwidth 
paradise”, according to the gurus of pho- 
tonics. Transcontinental and transoceanic 
phone calls could become as cheap as local 
ones. Web pages will download instantly. It 
may even become possible, if the true believ- 
ersare indeed to be believed, to project your- 
self into somebody else’s reality as a holo- 
graphic video image. 


Paradise found 


Three technologies are ushering in this pho- 
tonic nirvana. The first is ultra-dense wave- 
division multiplexing (upwpm), which will 
massively increase the number of messages 
thatcan be squirted alonga fibre. The second 
is optical amplification, which avoids the 
time-consuming business of converting a 
message into electrons every few kilometres 
in order to boost its strength. And the third is 
optical switching, which will stop subjecting 
the signal to Moore’s-Law-bound old tech- 
nology in the form of electronic computers 
that cannot keep up with the speed at which 
photonics is evolving. 

UDWDPM is a logical extension of wom, 
currently the preferred way of transmitting 
photonic messages. The first optical fibres 
carried data by time-division multiplexing. 
This allowed several users to share a fibre by 
splitting their messages into small, com- 
pressed packets and assigning each packet to 
a slot of time a fraction of a millisecond long. 
By spacing the slots assigned to a particular 


user at appropriate intervals it was possible 
to run the equivalent of 32,000 voice tele- 
phone calls simultaneously in a single fibre. 

wp, which was first deployed in 1995, 
allowed engineers to send the packets in par- 
allel by encoding them in different frequen- 
cies of infra-red light (which is preferred to 
visible frequencies because it is less suscepti- 
ble to absorption by the glass from which op- 
tical fibres are made), That multiplied the 
number of calls that could be carried by the 
number of frequencies that could be used. 
Initially, eight were available. Now, with so- 
called dense wom (pwpm), the figure has 
risen to around 160. 

Even pwoM, however, needs an extra la- 
ser togenerate each extra frequency (most la- 
sers can manage to produce only one fre- 
quency at a time). upwpm will not be so 
restricted, for Bell Labs, the research arm of 
Lucent Technologies, is working on a system 
that uses a single laser to generate thousands 
of channels simultaneously. The Lucent la- 
ser works by producing its light in such short 
pulses that the length of a single pulse is simi- 
lar to the wavelength of the light within the 
pulse. That serves to smear out the waves 
within a pulse into a wide range of frequen- 
cies—the infra-red equivalent of white 
light—which are then split up into individ- 
ual channels before they are modulated to 
carry messages. 

Researchers at Bell Labs have already 
built a prototype that can carry 1,000 chan- 
nels. Wayne Knox, the laboratory's director 
of advanced photonics research, believes 
that 15,000 channels will be possible within a 
few years. Such a system could, in principle, 
pump almost half a billion phone calls 
through a single fibre at the same time. 

All this capacity, however, is not worth 
much without amplifiers. An optical fibre is, 
in effect, a narrow glass window many kilo- 
metres thick. Even the clearest glass is not 
perfectly transparent; some light is absorbed 
as a signal passes through. That means that 
signals must be boosted regularly—in prac- 
tice every 80km (50 miles) or so. Tradition- 
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ally, this has been done by regeneration un- 
its that convert the light into electricity, 
amplify the electricity, and then convert the 
amplified signal back into light—a costly 
and cumbersome procedure. These units are 
in the process of being replaced by erbium- 
doped-fibre amplifiers (epras), which are 
purely optical devices. 

An EDFA contains a spool of fibre in- 
fused with atoms of a metal called erbium. 
When these atoms are “pumped” with laser 
light, their electrons absorb energy from the 
light and the atoms become excited. If pho- 
tons of the correct frequency then pass 
through the fibre, the excited electrons will 
drop back to their original, unexcited state, 
emitting their stored energy as photons that 
have the same frequencies as those that trig- 
gered the drop. (This is a bit like the way a la- 
ser works.) Erbium was chosen because its 
excitation frequency matches that of the in- 
fra-red photons that are currently used in 
telecommunication. 

Optical amplifiers are, by the rapidly 
evolving standards of information technol- 
ogy, an established idea. The third element 
of an all-optical network, optical switching, 
is so new that there are still several compet- 
ing designs around—and pessimists wonder 
whether any of them will actually work. 

At the moment, whenever a message 
comes toa fork in the information highway it 
is travelling along it has to be “electronised”, 
in the same way that applies to old-style 
regeneration units, before it can be sent in 
the right direction. That is because electrons, 
as befits their name, carry an electric charge 
and can thus be manipulated by electric (or 
magnetic) fields. 

Photons are electrically neutral. They 
can, however, be reflected. And that is the 
basis of the Bell Labs/Lucent version of opti- 
cal switching. Their switch depends on tiny 
mirrors—256 of them, each half a millimetre 
across—arranged in an array on a silicon 
chip. Each mirror can be tilted rapidly in any 
direction by applying an electrical charge to 
it, thus redirecting light falling on it from one 
fibre to another. 

A second approach, being pioneered by 
Corning, uses liquid crystals. These sub- 
stances (which are the mainstay of portable- 
computer screens) are long molecules that 
normally jiggle around at random, but can 
be aligned by an electric current. When they 
are so aligned, they act as polarising filters— 
controlling the direction of vibration of any 
light that passes through them. 

The Coming switch works by splitting 
an incoming wpm stream into its compo- 
nent message-channel frequencies and 
passing each channel through such a filter. 
The angle of alignment of the liquid crys- 
tals—and thus the angle of polarisation— 
can be switched so that each channel is po- 
larised individually. The packets then pass 
through a “polarisation dispersive element”, 
which sends them in different directions ac- 
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cording to their angle of polarisation, switch- 
ing them into the appropriate fibre. 

The most speculative idea, though, is be- 
ing pursued by a firm called Nanovation. Its 
products are based on work done on the 
technology of waveguides at Northwestern 
University, near Chicago. Waveguides are 
extremely thin channels etched on to silicon 
wafers. As their name suggests, they are able 
to “guide” photons (which usually prefer to 
travel ina straight line) along curves. 

A switch can be made by running a 
waveguide past what is known as an optical 
resonator. This is also a type of waveguide, 
but a circular one, Like a metal ring that gives 
out a pure note when struck, an optical reso- 





Artificial muscles 


nator will vibrate at a particular frequency 
when stimulated—and it can be so stimu- 
lated electrically. When vibrating, it tends to 
pluck light of its resonant frequency from 
any neighbouring waveguide, and if there is 
a second waveguide nearby, it will pass that 
plucked light into it, thus sending the mes- 
sage toa new destination. This means that by 
switching the resonator on and off, light of a 
particular frequency can be switched from 
one channel to another. 

That brings closer the day when people 
won't have phone numbers any more, but 
will have their own personal wavelength in- 
stead. The message will be: “If you want to 
reach me, call cadmium red deep #83.” 

—— ~ a 





Expansive thinking 


Robots, and other machines, may be about to borrow an idea from biology 


ACK in the 20th century, robots were 

portrayed in science fiction as creaking, 
groaning metal machines—and the reality, 
as found on assembly lines, was not much 
better. But all that may change thanks to a 
study just published in Science by Ron Pel- 
rine and his colleagues at sri International, a 
non-profit research institute based in Menlo 
Park, California. For Dr Pelrine’s team has 
succeeded in making actuators (devices that 
expand and contract in response to an elec- 
trical stimulus) out of plastic. So robots may 
soon be fitted with plastic muscles instead of 
metal pistons and electric motors. 

Plastic muscles are not entirely novel, 
but improving their performance to the 
point where they might be industrially use- 
ful has been a long hard slog. Dr Pelrine 
seems to have done it. His approach relies on 
arule from high-school electrostatics: unlike 
charges attract; like charges repel. 

Each actuator consists of a three-layer 
sandwich. The inner layer isa squishy plastic 
and the outer layers are electrodes made of 
grease that has been impregnated with parti- 
cles of carbon. When a voltage is applied to 





Flexing their musical muscles 


the electrodes, one of them becomes positive 
and the other negative. These unlike charges 
then attract one another, squashing (and 
thus extending) the plastic between them. 
On top of that, the individual bits of each 
electrode, being of the same electrical charge, 
repel each other. Since the electrodes are at- 
tached to the plastic, this repulsion serves to 
stretch and extend it in an additional way. 

In principle, this idea will work with any 
soft plastic. But it works better with some 
than with others. The researchers started 
with various types of silicone. Using these, 
they were able to get expansions of over 
100%, which is far more than had been 
achieved before—and better, in fact, than 
natural muscle. When they moved on to soft 
acrylics, however, they did better still. Ex- 
pansions of over 200% became common- 
place. This is easily enough to be turned toin- 
dustrial advantage. 

Besides robot limbs (which may, in 
truth, lie some way in the future) the new 
acrylic actuators could find applications in 
electric motors, loudspeakers, aeroplane 
wings (where they would be used to control 
small flaps, in order to im- 
prove an aircrafts trim) and 
even in a new sort of small, pi- 
lotless “ornithopter” that 
would fly by flapping its 
wings. Dr Pelrine also envis- 
ages using them in reverse, 
generating electricity by com- 
pressing the plastic. Fitted into 
someone’s shoes or clothes, 
that could take advantage of 
otherwise wasted energy of 
movement to run electrical 
devices such as telephones— 
giving a whole new meaning 
to the term “power suit”. 

a 
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Picosatelites 
Small is 
bea utiful 


VER since Sputnik was launched in 1957, 
_Ausatellites. have got steadily larger and 
heavier. Whereas Sputnik weighed 84kg (185 
Ibs), its modem successors routinely clock in 
‘at several tonnes. But advances in miniatur- 
isation mean that it is now possible to do 
more with less. Just as mobile telephones 
and laptop computers get smaller yet more 
capable every year, researchers are now 
‘building ever-tinier experimental satellites. 
Two of these so-called picosatellites— 
‘the smallest ever deployed—were due to be 
put into orbit this week by the Aerospace 
‘Corporation, an American research and en- 
gineering organisation that supports the 
‘armed forces, They were launched on board 
a larger mothership, the Orbiting Picosat 
Automated Launcher (opat), which is cur- 





rently circling the earth at an altitude of 


64okm (about 400 miles). Each is the size of a 
cigarette packet and weighs 250 grams. 

Admittedly, these pioneering picosatel- 
lites cannot do much—but then, neither 
could Sputnik. Like that vehicle, they are 
there to prove a principle. They will use their 
radio transmitters to exchange data with 
each other, and with a third picosat on the 
ground. They will also test an array of com- 
ponents constructed. using micro-electro- 
mechanical systems (mems) technology. 
This borrows fabrication techniques from 
the semiconductor industry to carve tiny 
mechanical devices out of silicon. 

Although such satellites are small and (at 
least currently) incapable, that has not 
stopped their proponents from thinking 
big—because several small satellites may of- 
ten be preferable to a single, lange one. First, 
they cost less to build and launch. Second, 
“sharing out a particular task among several 
machines would be reliable (you would not 
have all your eggs in one basket) and flexible. 

~ Researchers in the field, such as Ernest 
Robinson, the head of the Aerospace Cor- 
poration’s picosatellite project, dream of a 
‘day when swarms of nanosatellites (weigh- 
ing less than 10kg) and picosatellites (weigh- 
ing less than 1kg) might be used toestablish a 
global navigation and communications net- 
work around Mars. Flying in formation, they 
‘could map the gravitational field of an aster- 
oid or moon by monitoring tiny changes in 
their relative positions. That done, they 
could rearrange themselves to act as a large 
antenna in order to transmit their results 
back to earth. Nanosats could also act as re- 
lays for spacecraft sent to the outer reaches 
of the solar system. A probe to Pluto, say, 
could have a string of nanosats launched 
from earth at regular intervals in its wake. By 
communicating with earth along the chain, 
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the main probe would be able to carry a 
smailer and lighter transmitter than it would 
otherwise have to. 

At the moment, these plans are little 
more than pie in the sky. But the field could 
develop fast, as prototype picosatellites can 
ride along with other missions at almost no 
extra cost. Mr Robinson’s next lot, for exam- 
ple, will piggyback on a military satellite 
called MightySat, which is due to be 
launched later this year. The entire package, 
including two picosats and their spring- 
loaded ejection mechanism, weighs 3kg. 

This sort of thing opens the way for out- 
siders to have a go. For example, orar (which 
was launched on a modified Minuteman 
ballistic missile) was constructed by stu- 
dents at Stanford University in California. It 
carried a total of six picosatellites: the Aero- 
space pair plus four others, three of which 
were built by students at Santa Clara Univer- 
sity and one by amateur radio enthusiasts. 

Besides ease of access to launches, the 
other trend that is driving the field of minia- 
ture satellites is progress in mems technol- 





| Silver lining g 


ATCHING a cloud might seem as 

tricky a task as trying to bottle a rain- 
bow. But the residents of Caleta Chun- 
gungo, a mountain village in one of the 
driest regions of northern Chile, have 
found a way of doing it. They are able to 
wring water from an otherwise stingy sky 
by trapping it in nets. 

Unlike its neighbours in the surround- 
ing valleys, Caleta gets little relief from 
nearby rivers carrying water from the An- 
des to the sea. Even worse, the town lies in 
the path of the Pacific anticyclone. This 
normally keeps the local rainfall below 
qoomm a year. As a result, Caleta’s 350 vil- 
lagers have had to rely on truckloads of 
water from elsewhere to keep them go- 
ing—water that comes at too high a price 
for most of the farmers who are trying to 
eke outa living from the place. 

Caleta was drying up and emptying 
out until a coalition of Chilean environ- 
mental groups, Canadian researchers and 
international funding agencies decided to 
make use of the town’s most valuable as- 
set: Chamanchaca, a low-lying cloud that 
passes over the place almost every night. 
They have set 86 “nets’—-nylon-mesh- 
covered panels roughly the size of ad- 
vertising billboards—on a mountainside 
in order to tap Chamanchaca as it passes. 

Droplets of water from the cloud con- 
dense on the mesh—which provides a 
large surface area for them to do so. When 
they are big enough, they fall through the 
holes and are channelled into reservoirs, 
where the accumulated fluid is filtered 
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ogy. MEMS researchers are already working ~ 
on tiny gyroscopes, sensors. and even pro- 
pulsion systems for use in space. One experi- ` 
mental propulsion system embeds thou- 
sands of tiny explosive charges in a piece of 
silicon the size of a postage stamp. Another 
uses a MEMS: valve to control the release of 
gas through.a ‘nozzle. But even these tiny. 
amounts of thrust should be enough for a 
spacecraft that weighs only a few grams. 

Ultimately, the hope is that picosat com- 
ponents can be manufactured in much the 
same way as computer chips, allowing pico- 
sats to be. mass-produced like mobile 
phones. Because they would beso small and 
light, it would even. be possible to. launch 
them from ground-based guns. 

Crazy as it sounds, the whole idea i is 
based on a reasonable assumption—that of _ 
continued ‘progress. in -miniaturisation. 
Which is why Mr Robinson and others be- 
lieve that the picosats currently in orbit 
around the earth will be the shape, and size, 
of'things tocome. 
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and chlorinated before consumption. On ` 
a good day, a single panel can capture 700 
litres of water. The whole arrangement: 
provides around 300,000 litres a month, . 
equivalent to roughly 30 lorries’ worth. At” 
athird ofacent per litre, the cloud-capture 
system is a fifth as expensive as water 
shipped in from afar. Sa 
This easy and affordable source of was.. 

ter has helped to stem the flow of farmers. 
from Caleta, according to Benjamin Qui- | 
jandria, a Latin America specialist:at the — 
International Fund for Agricultural De- 
velopment in Rome, which helped to fi- 
nance the project. Commercial grape 
growers in nearby valleys are taking an in- 
terest too—trying to scale the pilot project 
up in order to reduce their high irrigation 
costs. Manna may come from heaven, it 
seems, but you need a net tocatch it. 
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The stars of “Sunset Beach”... before the 
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heard the show’s been cancelled 


Has the bubble burst for 


American soap? 


Soap operas have sustained American television for decades. Now their 


audiences are dwindling... 


UZZ feels terrible about ratting on Mi- 

chelle, Vanessa is ill because someone 
has secretly poisoned her lip-balm, and Josh 
is dithering between Reva and Olivia—an- 
other typical week in Springfield. Over in 
Oakdale, meanwhile, Abigail and Chris have 
woken up locked in the library, while Phil- 
lips has been bribing Chinese-food delivery 
men to slip menacing fortune cookies to 
Carly and Jack. 

Tales of thwarted love, vengeful schem- 
ing and family anguish have been at the 
heart of American television from its earliest 
days. Two of the longest running soap op- 
eras—“Guiding Light”, home to the unhappy 
Buzz, and “As the World Turns”, the annals 
of Oakdale—are well into their fifth decades 
on ces (and “Guiding Light” had run since 
1937 on the radio before switching medium 
in 1953). Yet this durable form is showing 
signs of weariness. 

Audiences for daytime soap opera have 
declined by 83% since 1991; the 11 shows that 
now run on the three old national networks 
each lost viewers over the past year. The rea- 
son that soap and household-goods manu- 
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facturers such as Procter & Gamble, which 
owns both “Guiding Light” and “As the 
World Tums”, sponsored “soap” operas in 
the first place was the size of their female au- 
diences. Yet among women aged between 18 
and 49, the bulk of the viewers of the inter- 
minable sagas, the fraction watching the 
shows fell by up to a quarter in the year be- 
tween the autumn season of 1998 and au- 
tumn 1999. The worst performing of the 
bunch, “Sunset Beach” on nec, a relative 
youngster launched as recently as 1997, has 
been cancelled after failing to hook enough 
viewers (although it has roared ahead in 
other markets such as Britain). 

The problem is not that torrid goings-on 
in the suburbs are losing their appeal, but 
that increased work outside the home 
means that fewer women are free to watch 
during the day and, for those that do still 
have the time, there are more alternatives vy- 
ing for their attention. Courtroom dramas, 
such as “Judge Judy” and “Divorce Court”, 
in which actual cases are heard by a jurist, 
bring to the screen some of the same ele- 
ments of family vituperation that keep soap 


fans ina lather. But they have the added fris- 
son that the disasters they depict are for real. 
They are also cheaper to make than soap op- 
eras, requiring only one set and generally a 
smaller cast. 

As their audiences have grown, these 
shows have proliferated across the daytime 
television schedules—seven more are in the 
works, including such alarming sounding ti- 
tles as “Moral Court” and “Judge Hatchett”, 
both bought by networks at narre, the tele- 
vision industry's big annual trade fair, held 
in New Orleans in late January. Other rela- 
tively cheap programmes that have thrived 
at the expense of the soaps are chat and quiz 
shows, although the success of “Who Wants 
to Be a Millionaire?” on Asc is pulling the 
newest quiz programmes into the evening 
“prime time”. 

The Internet is having a mixed effect on 
the soaps. Whilst online browsing for books, 
beanie babies and mutual funds does eat 
into the time available to spend in front of a 
television screen, the Internet has acres of 
chat rooms devoted to favourite soaps. 
These stoke their fans’ enthusiasm with dis- 
cussions of whether characters are behaving 
true to their family history or whether things 
have gone downhill during the decades that 
the fans have been following the series. 

In the longer term, the Internet's interac- 
tive potential may increase the appeal of 
soap operas by allowing fans not merely to 
gasp at what the characters have been get- 
ting up to, but actively to meddle in their 
lives. Several of the hottest new ideas for 
prime time involve an online element which, 
if successful, could be injected into daytime 
programmes, 

The networks, for example, have just 
been involved in a bidding war for the right 
to make an American version of “Big 
Brother”, a Dutch programme which puts a 
group of young people in a house festooned 
with cameras and then lets the audience vote 
on who gets to remain on the programme as 
it proceeds from day to day. It is one of sev- 
eral European programmes being adapted 
for American television that have been 
picked up by the networks in the aftermath 
of the success of “Who Wants to Bea Million- 
aire”, which started in Britain. 

The networks persevere with traditional 
soap operas because, despite the erosion of 
their audience, they remain the best way to 
offer advertisers the chance to reach a lot of 
women viewers with one commercial. Once 
they take hold, they generate tenacious loy- 
alty. And continuity from episode to episode 
does not depend on one person, as it does 
with chat shows, which live and die by their 
host, and court programmes, each of which 
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relies on a powerful personality in the 
judge’s chair. Rather they rely on a rich, not 
tosay overripe, stew of characters. 

The challenge for the networks is to keep 
on hooking new viewers who can take over 
from the older ones. To this end, they are in- 
troducing younger characters into their pro- 
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grammes and even aiming to entice some of 
the teenagers who make “Buffy the Vampire 
Slayer” a big hit on evening television. There 
is, for example, a witch with a magic doll in 
one new show, “Passions”, launched on NBC 
in July last year. Her potions might spell bad 
news for Buzz. 





In search of team spirit 


JOHANNESBURG 


Africa has produced many great soccer players, but few great teams. That may 


be about to change 


EITHER cholera, nor humidity, nor ri- 

oting in Lagos is preventing fans from 
having a splendid time at Africa’s premier 
soccer tournament. The African Nations 
Cup, which runs from January 22nd to Feb- 
ruary 13th, has players from 16 African coun- 
tries battling furiously for national honour 
and a chance of being spotted by European 
talent scouts. For the co-hosts, Ghana and 
Nigeria, the aim is to show that they can or- 
ganise a grand sporting event without too 
many mishaps. 

Africans are at least as football-crazy as 
the rest of the world. All over the continent, 
fansgo wild at matches: in South Africa, they 
bring megaphones powered by old car bat- 
teries, to make as much noise as possible in 
support of their heroes. But Africa has yet to 
turn this passion into success. The continent 
has individual stars aplenty, but no consis- 
tently great teams. The best players almost 
all play for European clubs, because the sala- 
ries are hundreds of times those on offer in 
Malawi or Kenya. Of the 16 teams contesting 
the African Nations Cup, only five have a 
majority of home-based players. 





Where it all begins 
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Some stars actually resent being selected 
for the national team because it prevents 
them from taking part in club tournaments 
in Europe. Benni McCarthy, a South African 
who was the top scorer in the tournament in 
1998, refused to represent his country this 
year, saying he preferred to play for his club 
in Spain. 

Some players come, but reluctantly. 
Marc-Vivien Foe, a Cameroonian who plays 
for West Ham, a London team, said that out- 
raged fans would murder his family if he did 
not take part. Nigerian star Nwankwo Kanu, 
after a tremendous tussle with another Lon- 
don club, Arsenal, to let him go, showed up 
for the tournament—but not for many of the 
training sessions beforehand. 

African leagues resent losing their best 
players to Europe, but these players bring 
back money and skills when they return. 
Several sponsor soccer academies in their 
home countries, and without George Weah, 
a Liberian soccer star who pays for the play- 
ers’ flights and hotel rooms, the Liberian na- 
tional team would be too poor to play 
matches abroad. 


MOREOVER 


A recent development in South Africa 
could herald a new trend. In June last year, 
the Dutch club Ajax Amsterdam bought 51% 
of a Cape Town team for rather less than the 
cost of a single European mid-fielder. The 
idea is to combine raw Capetonian talent 
with Dutch tactics and managerial experi- 
ence. Promising young players from Ajax 
Cape Town will be whisked back to the 
Netherlands to train with the mother team. 
Some South Africans talk of recolonisation, 
murmuring that the last time the Dutch ar- 
rived in the Cape, in 1652, they stayed for 
hundreds of years and treated the locals 
rather badly. But others see it as a benign 
form of foreign investment, bringing in 
much needed money and skills. 

For poverty and poor management are 
the main reasons why no African team has 
ccme anywhere near to winning the World 
Cup, and no African nation has ever hosted 
it. South Africa is now lobbying to hold the 
event in 2006, and its efforts are being taken 
seriously. Supporters point out that the 
country has already hosted a rugby world 
cup without hitches—not nearly as big as the 
soccer world cup, but something nonethe- 
less. Rivals for the honour, such as England, 
counter that South Africa’s premier soccer 
league is beset by corruption scandals. 

This is a persistent problem throughout 
Africa. Revenues from ticket sales are often 
embezzled, leaving players’ wages unpaid. 
Nigerian players at the African Nations Cup, 
for example, were locked out of their hotel 
rooms because their bills had not been met. 
During the 1990 World Cup in Italy, some 
$600,000 vanished from the Cameroonian 
team’s coffers. And before the 1994 World 
Cup in the United States, the Nigerian gov- 
ernment submitted requests for visas for 
several hundred “football officials”, among 
whom were included a number of sus- 
pected drug smugglers. When the Americans 
refused to issue all the visas, the Nigerian 
media said they were conspiring to deprive 
their national team of support. 

Inthe same year, nearly half of the Ethio- 
pian national team sought political asylum 
en route to their first qualifying match. As Si- 
mon Kuper put it in his splendid book, 
“Football Against the Enemy”: “An African 
nation that is not at war, and that can afford 
to enter the World Cup, and that remembers 
to do so, and that turns up at every match 
with at least 11 able-bodied men, has already 
outdone most of its competitors.” 

The quality of African teams, however, is 
improving rapidly. The old style of soccer, in 
which each individual footballer displayed 
dazzling skills, but teams tended to lack a co- 
herent game plan, is disappearing. Television 
can take much of the credit. In the days of ra- 
dio, Africans could only imagine how the 
best teams passed and swerved. Now that 
even poor villages usually have at least one 
television, they can watch, and learn. 

The first sub-Saharan team to qualify for 
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| The spirits that move Africa 


MONROVIA 


ELIEF in gods and the spirit world is the 
bedrock of existence for most Africans. 
| Itis not unusual for football teams, for ex- 
ample, to employ a witchdoctor, and foot- 
| ball matchesoften begin witha team ritual, 
| suchas the slaughter of a white cockerel in 
| thegoalmouth. 
| In mostof Africa, the world of spirits is 
| reached through spirit mediums, individ- 
uals (often women) who can interpret 
dreams and guide people in placat- 
ing the spirits. Many of them are also 
traditional healers; there is little dis- 
tinction between the physical and 
the spiritual. Some are also witch- 
doctors employed to determine 
who in a community isa witch. 

Many western-educated Afri- 
cans, Christians and Muslims hold 
such beliefs. A recent presidential 
commission on “satanism” in Ke- 
nya, headed by an Anglican arch- 
bishop, blamed the country’s floods 
and droughts on devil worship. 
Your correspondent once inter- 
viewed a defector from Jonas Sa- 
vimbi’s UNITA movement in An- 
gola. Having delivered a credibly 
detailed factual account of human- 
| rights abuses by Mr Savimbi, this 
well-educated man declared that he 
now feared for his life because Mr 
Savimbi turned into an owl every 
night and was then able to fly any- 
where in the world. 

Newspapers in Nigeria recently gave 
prominence toa report from Port Harcourt 
that a vulture, hit by a stone thrown by a 
boy, turned into a baby as it hit the ground 
and then into an old man. No one blinked 
| ateye-witness accounts in the press, nor at 
the arrest of the old man by the police for 
| being adangerous skin changer. 

In “A Dictionary of African Mythol- 





ogy” (our, $30), Professor Harold Scheub 
has compiled some 400 stories from all 
over the continent. Despite the huge geo- 
graphical and cultural diversity, one myth, 
in various forms, emerges consistently 
from sub-Saharan Africa. It is the myth of a 
supreme creator who is removed from the 
world and can only be reached through the 
medium of spirits. These spirits are often 
indifferent to humanity, neither good nor 





bad. They may even be tricksters. 

Missionaries, imams and colonial au- 
thorities may have forced Africans to 
abandon the more open practice of their 
traditional religions, but the belief systems 
and, in some areas, the practice, remain as 
strong as ever. Shrines are common near 
most villages and religion is still largely 
about keeping in harmony with the spirits, 
especially with ancestors. 


Spirits are often associated with par- 
ticular places. They influence everything 
that happens and must be constantly pla- 
cated. Natural disasters and accidents, for 
example, are attributed to offended gods or 
to an enemy who has employed a witch to 
harness supernatural powers. Rich or 
powerful people are sometimes believed 
to be witches or to have paid witches to 
bring them success, to protect them and to 
harm their rivals. 

This can be disconcerting for modern 
westerners. But Ben Okri, a novelist of Ni- 
gerian origin, points out that it is only re- 
cently that western culture has be- 
come one-dimensionally physical. It 
was once full of sprites and witches 
and devils. Homer, Jesus Christ and 
Shakespeare would be more at 
home in Africa’s world than with 
modern western culture. 

Africans tend to be shy of their 
beliefs and do not discuss them eas- 
ily with outsiders. Occasionally, 
however, the dark side of their spiri- 
tuality catches the world’s attention. 
Recently, there was an outcry over 
the discovery that children in Tan- 
zania were being abducted, skinned 
and killed, and their skins sold for 
witchcraft in other parts of the con- 
tinent. So far there have been four | 
such grisly killings and nine people 
have been arrested. 

In West Africa’s wars, such as 
those in Sierra Leone and Liberia, | 
cannibalism has been common. 
Groups of fighters frequently cutout 
the hearts and livers of their dead victims 
and eat them. This is essentially a spiritual 
act, not dissimilar from Christians believ- 
ing that they eat the body and drink the | 
blood of Christ in communion. In parts of 
Africa, some believe that the spirit of a 
dead man may come to haunt his killer. 
Eating part of a corpse absorbs the spirit 
and thereby wards it off for the future since 
it cannot haunt itself. 








the World Cup finals (Zaire, in 1974) floun- 
dered without tactics or discipline. One 
player went so far as to kick the referee. But 
since then, African teams have tempered 
their flamboyance with harder training and 
more subtle tactics. The results: the Nigerian 
under-23 squad won Olympic gold in 1996, 
and Cameroon reached the World Cup 
quarter-finals in 1990, beating Argentina and 
thrilling fans with their post-goal belly- 
dances. They tackled “in the style of Boadi- 
cea’s chariot,” wrote one commentator. 

Pele, the Brazilian soccer god, predicted 
that an African nation would win the World 
Cup by 2000. He was wrong, but perhaps not 
by much. 

= = = 
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The Kazakh film industry 


Reeling 


ALMATY 


AST summer, Farhat Abdraimov, a bald 
and burly Kazakh actor, was the surprise 
winner of the best actor award at the Mos- 
cow international film festival. For his role in 
the film “Fara”, he became an instant celeb- 
rity in his home country. But it has been al- 
most impossible for his many fans in Kaz- 
akhstan to catch a glimpse of their hero on 
the big screen. Even the film’s director, Abai 
Karpikov, says that he has been able to view 
his work only twice in a local cinema. 


The Kazakh film industry is in a pitiful 
state. The distribution system has totally bro- 
ken down since independence, and the 
number of feature films completed each 
year dropped from 14 in 1991 to none in 1999. 
The few cinemas still running in the country 
show mostly American films, and the vast 
majority of Kazakhstan’s teenagers have 
never seen a big screen. Mr Karpikov himself 
is producing a twice-weekly soap opera 
called “Crossroads”, a show started in 1996 
(with the help of the British Know-How 
Fund) which now has the highest ratings on 
Kazakh television. 

It was not always thus. The Kazakh film 
industry has a proud history going back to 
the days of the second world war when Mos- 
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cow’s film makers were evacuated whole- 
sale to the then Alma-Ata. This brought some 
of Russia’s most talented film technicians to 
Kazakhstan, including the director Sergei Ei- 
senstein, who made much of his last great 
epic, “Ivan the Terrible”, there. 

Traces of the skills these men brought 
with them remain, boosted by a period in 
the late 1980s when, under perestroika, ten 
Kazakhs were selected for training at the All 
Union State Institute of Cinematography in 
Moscow. On their return they triggered a 
new wave of film making whose output was 
fresh and impertinent, if at times naive. Re- 
markably, more than half of all the Kazakh 
films made since 1988 have earned prizes at 
international film festivals. 

At last year’s Karlovy Vary film festival, 
the Czech spa town hosted a two-day semi- 
nar on Kazakh films which reignited west- 
ern appreciation. The films shown were not 
strong on narrative; their rudimentary plots 
tend to dissolve almost as soon as the lights 
go up. But the best of them possess a mood, a 
dreamy passage of light and time, that can be 
captivating. “I don’t remember the stories,” 
said one German film maker at the seminar. 
“But I do recall the colours, the sepia hues, 
the non-linearity and the poetry.” 

The films are heavily influenced by their 
unique cultural origin, based on a nomadic 
existence on the massive Kazakh steppes. 
“There is a sense on the steppe that you can 
go anywhere,” says Yermek Shinarbayev, 
one of the country’s leading film directors. 
“Youcan see the horizon and move off in any 
direction you choose.” On a more mundane 
level, Kazakh life is harsh and practical. So 
Kazakh films tend to be short on unneces- 
sary chit-chat, and there is no tradition of 
film comedy. 

In the eyes of many Kazakhs, it is their 
culture which holds them back. They see 
America, and especially Hollywood, as im- 
bued with a culture of forgetting. “Whenever 
you want to move forward you have to for- 
get,” says one director. “We Kazakhs, by con- 
trast, are nomadic. We favour oral tradition. 
Ours is a culture of remembering.” 
———se 


Fashion 
Writing style 


S THE world’s top designers prepare for 
the catwalks of New York, Milan and 
Paris for another round of autumn/winter 
fashion shows, so too do the world’s top 
fashion writers. When lumped together at a 
show, pen and laptop at the ready, these ea- 
gle-eyed observers may look much the same. 
But their results vary widely. 

Among fashion writers today there are 
almost as many different styles as there are 
of fashion itself. Two of them, however, pre- 
dominate: the populist (“hey, let’s go and 
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Ladies who write 


consume together”); and the contextual 
(“what does this garment say about our par- 
ticular moment in time?”). These are the 
styles favoured by magazines, which is 
where most fashion writing is done, and the 
merits and drawbacks of each can be seen in 
two recent collections from two very differ- 
ent magazine writers: “A Dedicated Fol- 
lower of Fashion”, by Holly Brubach (Phai- 
don, $29.95);and “Dodie Goes Shopping”, by 
Dodie Kazanjian (St Martin's, $19.95). 

Ms Brubach, whose pieces have been 
published in the Atlantic, the New Yorker, 
and the New York Times, is firmly in the con- 
textual camp, while Ms Kazanjian, whose 
work has appeared in Vogue, is a dyed-in- 
the-mohair populist. Together, the two pro- 
vide a case study on the yin and yang of fash- 
ion writing, 

Ms Kazanjian’s book is a slim volume of 
a dozen stories, none more than a few pages 
long. All are devoted to the search for the per- 
fect purchase—the thing that will complete 
and/or transform you, whether it be a fur 
coat, the best red lipstick, or a face-lift. The 
author writes with a conversational ease, 
and the attraction of her writing is a vica- 
rious one: she’s doing all the shopping and 
the experiencing for you. She’s the one, for 
example, who's getting told by a plastic sur- 
geon that her eyes are “crashing down into 
your nose”; she’s the one who has to endure 
the piercing stares of snooty saleswomen; 
and she’s the one who's saying: “By Jove, I 
don’t care: want it.” 

Her celebratory consumption acts as a 
kind of benediction on the reader’s own 
guilty acquisitive urges. There’s a forbidden 
pleasure and complicity in the reading; it’s a 
bit like playing hooky from work just to go 
window shopping. 

Ms Brubach’s book, by contrast, brings a 
much higher, more academic tone to its sub- 
ject, for Ms Brubach has a mission: to her, 


MOREOVER 


fashion is “an eloquent and 
delightful means of expres- 
sion, and I resolved to per- 
suade the world (especially 
men) of its validity.” She, 
for one, is not going to treat 
clothes as frivolous and ir- 
relevant. It’s no coincidence 
that Ms Kazanjian’s book is 
to be found in the self- 
help/beauty section of 
Barnes & Noble’s book- 
shops, while Ms Brubach’s 
is right next to the glossy art 
and fashion monographs. 

Thus Ms Brubach goes 
to six different beaches, 
from Coney Island to East 
Hampton, to meditate on 
the message of bathing 
suits, their history and 
what they say about us. 
Thus she examines every- 
thing from Proust to “The 
Wizard of Oz” in order to analyse the eternal 
bond between women and shoes. Often in- 
formative, always marked by the well-ob- 
served detail, these essays solemnly lend 
weight to their subject. Occasionally, too 
much weight. 

There are a few short pieces sandwiched 
between the longer ones—on the war be- 
tween the shirt makers Turnbull & Asser and 
Thomas Pink, for example, and the return of 
Diane von Furstenberg’s wrap dress—and, 
amid all the high-mindedness, they come as 
a relief. After all, a jumper may now and 
then be an identity signifier, but sometimes 
(and, dare one say, usually) :t is just a jumper. 

Both authors are tightly confined by 
their chosen style. It is possible to get away 
with such repetition in the month-to-month 
serial that is a magazine. There, one voice is 
diluted by many others. But in a book, the 
same sort of piece by the same author starts 
to become repetitive. It's a bit like wearing 
head-to-toe Chanel. 

Better, rather, to mix and match, which is 
what the “Penguin Book of Twentieth Cen- 
tury Fashion Writing” (Viking, £20) does. Ac- 
tually, its title is a bit of a misnomer. The 
book is acompendium of writing, not about 
fashion but about what we wear. It includes 
slices of novels, letters, memoirs, and apho- 
risms, from Camille Paglia on drag queens to 
Thomas Mann on gauze sleeves; and from 
Julie Burchill on Princess Diana to Nabokov 
on pinafores. 

The Penguin collection goes a long way 
towards achieving the goals implicit in the 
other two books: it takes fashion seriously 
without becoming either pedantic or pedes- 
trian, and it powerfully conveys the fact that 
what we wear not only matters now, but has 
always mattered. As Virginia Woolf once 
wrote, “Clothes change our view of the 
world, and the world’s view of us.” 

— = a 
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HE promotional material for 

a milk carton called Tetra Rex 
notes enthusiastically that it is 
“consumer-convenient, flexible” 
and “easy to operate”. The mil- 
lions of people who every day en- 
deavour to open a Rex carton 
without spilling the contents may 
beg to differ. It is a mystery why 
Gad Rausing, whose firm was 
responsible for the carton, did not 
do the humane thing and scrap it; 
at a stroke making kitchens 
worldwide that less messier and 
in the process bringing domestic 
harmony to the urgent prepara- 
tion of pots of tea and coffee. 

Mr Rausing’s firm, the largest 
of its type in the world, offers 
many other disposable contain- 
ers of food products, none of 
which, as far as is known, is the 
cause of the slightest complaint. 
With sales of some 85 billion car- 
tons a year in 165 countries, 
amounting to $8 billion, the loss 
of the inappropriately named 
Rex carton would surely soon be 
made up. 

One theory to account for its 
survival is that in Mr Rausing’s 
Sweden, tucked away in an un- 
complaining comer of Europe, 
there is an abundance of pa- 
tience. Take your time, and not a 
drop of milk need be spilt on to 
your Ikea furniture. Mr Rausing 
may have simply been amused at 
people’s restlessness. He was in- 
terested in history and wrote an 
account of the development of the longbow. Progress was slow, he 
said, in the pursuit of anything worthwhile. He mapped out on 
foot the journeys of Beowulf, a Scandinavian whose exploits are 
the subject of an eighth-century English epic poem. In the gossip 
pages Mr Rausing was famous as the richest man in Europe. He 
and his brother Hans were said by Forbes magazine to be worth $9 
billion between them. But there was a lot more to Gad Rausing 
than that. 





The sausage story 


Like most retailing ideas, modern food packaging was invented in 
the United States. Self-service shopping depends on efficient pack- 
aging. When Ruben Rausing, Gad’s father, was studying in the Un- 
ited States he took note of the way things were going and on his re- 
turn to Sweden set up a food packaging business in Lund. It seems 
at first to have been a primitive operation: Ruben bought basic 
foods such as flour in bulk and resold it in small packets. But the 
principle was there, of putting natural food into temporary protec- 
tive custody for retail sale. 

The early history of the Tetra Pak carton, the basic Rausing pro- 
duct, isa little obscure. There is a story that Ruben was watching his 
wife Elizabeth frying sausages, when he wondered if he could de- 





Gad Rausing 


Gad Rausing, who put milk into cartons, 
died on January 28th, aged 77 


sign a plastic version of the sau- 
sage skin to hold a liquid, milk, 
say, the most basic of foods, the 
“calm, white, lucid” liquid of the 
French writer Roland Barthes. 
Whatever the genesis of the idea, 
it seems that it owed its practical 
application to an engineer called 
Erik Wallenberg. Gad Rausing, 
who by then was studying chem- 
istry at Lund University, also be- 
came involved in the design of a 
machine to produce the carton. 
As a result of their combined ef- 
forts, in 1952 milk from the local 
dairy in Lund was sold for the first 
time in pyramid-shaped plastic- | 
coated cardboard boxes. The 
glass milk-bottle was doomed 
(and old ones are now collectors’ 
items). Sweden had come up with 
something new to beguile the 
world, along with the ball bear- 
ing, the Hasselblad camera, and 
dynamite. 

In its early days the firm had 
just a handful of employees. It 
now has more than 18,000. Its ex- 
pansion is mainly the work of 
Gad and his younger brother 
Hans, who took over the firm 
when their father retired. The 
firm offers what it calls a “one- 
stop shop” for processing, pack- 
aging and distribution. It is associ- 
ated with all the modish ideas 
you can think of, recycling, food 
safety, and so on. “Nature’s pack- 
ages are inadequate when it 
comes to preservation, storage 
and transport,” it says a little coyly. For all its success, the firm is 
something of a mystery. It remains in private hands. Switzerland, 
where it is now domiciled, helps to protect its privacy, although 
some of its deals became public. In 1991 it bought Alfa Laval, a 
Swedish food group, for $2.5 billion and was renamed Tetra Laval. 
In 1995, Gad bought his brother Hal’s stake in Tetra Laval, esti- 
mated at between $4 billion and $7 billion,depending on who was 
doing the guessing. 

Gad Rausing lived in Britain and Switzerland, which enabled 
him to escape the notoriously high Swedish taxes, although he 
kept what he called a “cabin” in Sweden. The non-rich are often 
puzzled why those with the Midas touch bother to avoid paying 
their dues, sometimes at inconvenience to themselves. But Gad 
had a careful streak. A Swedish newspaper reported that he had 
appealed against paying $4 a year for rubbish collection at his 
cabin, on the ground that he was seldom there; and when he left 
took his rubbish with him. His reluctance to dispose of his worldly 
goods may have been behind his fondness for Tetra Rex, intro- 
duced back in 1965. He might have been interested to learn that an 
American company called Aztech has been granted a patent for a 
milk carton opener. Much safer than knives and scissors, it says. In 
your local shop soon, it hopes. Be patient. 
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The Oxford Strategic 
Leadership Programme 


26 — 31 March | 14-19 May | 12—17 November | 2000 


Offers a laboratory for leadership, a test-bed for models and ideas which challenge 
senior executives to develop their own thinking and skills and then prepares them 
to put these into action as leaders. 


Name 
Please send details of: 
The Oxford Strategic Leadership Programme 
Return to; Company 
Dorothy Cooke 
Templeton College, University of Oxford 
Oxford 0x1 5NY, England 


Tel +44 (0)1865 422776 Fax +44 (0)1865 422501 Tel 
Email leadership@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk Email 


Job Title 


Address 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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Italian style is not just about style. 


The worldwide success of Italian style is not solely 
about image. It's about turnover, volume and penetrating 
competitive markets. A success born of the entrepreneurial 
spirit of Italian managers, tackling business in a flexible 
and creative way. SDA Bocconi is the leading Italian 
Business School, and is EQUIS accredited. its MBA offers 
international talents management training to world 
standards, but with that unique tralian style. A Milan-based, 


|6-month course that teaches how to manage business 





pragmatically and creatively, in the classroom and in the 


field. To know more about the contents and advantages 


of our MBA course, fax or e-mail us for a brochure. 





The next MBA information sessions will be held in: 
Sydney, 23 February 2000 - Melbourne, 24 February 2000 
Stockholm, 7 March 2000 - Oslo, 8 March 2000 
Lugano, 23 March 2000. 


Find out more about location at: 
www.sda.uni-bocconi.it/md/Ining. html 





Tel. ++39-025836.6605/6606 Fax ++39-025836.3275 E-mail: MBA@sda.uni-bocconi.it 
The brochure and application form can be downloaded from our website: www.sda.uni-bocconi.it/mba/ 
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Increase shareholder value in global financial markets 


Corporate Financial Strategy in Global Markets 


25 April - 5 May 2000 


and markets are increasingly competitive and —_ ee 


Creating shareholder value is no longer an option. 


It is a necessity in an environment where products 





where shareholders are more vocal and demanding 
The programme brings together small groups 


than ever. 
of highly qualified financial professionals wko share 
Led by Professor Theo Vermaelen, The Schroders the conviction that shareholder value is necessary 
Chaired Professor in International Finance and to compete in the global market place. Throughout 
Management, the 10-day programme, takes you the programme, the executive participants analyse 
through an insider's view of how strategic financial the new financial instruments available 
decisions can increase shareholder value by: and how to use them properly and articulate new i 
e improving internal operations: valuing your business ideas on financial strategies they need to operate : 
and influencing the value drivers effectively, 
+ asset restructuring: mergers and acquisitions, divesti- 
tures, equity carve-outs, spin-offs “The programme has taught me a lot about the main 
e optimising capital structure through financial inno- principles of corporate finance and how varicus 
vation F; financing vehicles can be best evaluated to suit 
‘ > ; company needs. It was meaningful, interesting 
e financial restructuring: leveraged buyouts, ün safai ” 
J Do shing. 
share repurchase and leveraged recapitalisation 
e aligning managerial and shareholder interests Financial Manager, ICI Belgium 
through appropriate corporate governance 
and incentive schemes x r 
e designing appropriate signalling mechanisms F wicket 
to correct mispriced shares 
Ee ee ee ROT cer EE fee EON NE oa ae RN | Pe BR RR SON NS E DE EN Ec Se TREE eS LS 


Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France, 
Tel 33 (0)1 60 72 42 90, fax 33 (0)1 60 74 55 13, E-mail exec.info@insead.fr http://www.insead.fr 


O | would like to reserve a place on Corporate Financial Strategy in Global Markets 
O Please send me a brochure on Corporate Financial Strategy in Global Markets 
LI Please send me INSEAD's 2000 Executive Education general brochure 
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First Name Job Title 
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GF Amsterdam.. |  KIELINSTITUTE 
Institute of Finance OF WORLD ECONOMICS 
In cooperation with ie Focal of “ 
INSEAD 


and in association with ge 
Amsterdam Exchanges AEX 














Advanced. Studies 
in International Economic Policy Research 
August 1, 2000 - May 31, 2001 






* 






concentrated courses on important areas of international economics: 






. 


profound training of skills in economic analysis, methods of empirical research 
and economic policy évaluation; 





The Options Workshop 
~ Stock Option and Foreign Currency Option Pricing (April 3 - 5) 
- Option Trading Strategies and Risk Management {April 5 - 7) 










* designed for economists holding a university degree who are interested in a 
career with international organisations, domestic policy and academic 
institutions, international corporations etc. 











The Advanced Options Workshop 




































| Courses: Lecturers: 
7 Yield Curve Dynamics and thie Pricing ; Macroeconomics in Open Economies Richard Clarida (Columbia) 
of Interest Rate Derivatives (April t0 - 12) and Aaron Tornell (Harvard) 
- Exotic Options (April 13 - 14) | Intemational Financia! Markets Richard Levich (New York) 
re i à Global Banking Į Walter (New York 
Derivatives: Special Topics Nee i oe RE a : Ae € a 
i s Empirical Methods in Finance Stefan Mittnik (Kiel) 
-~ Volatility {April 17 - 18) 
Envi antal Eanna i a sal (0 is 
- Credit Risk and Credit Derivatives (April 19 - 20) Erivirommiezl Economies Geoffrey Heal (ele A) 
- Mathematics of Derivative Securities (April 25 - 27) | Intemational Trade David Greenaway (Nottingham) 
| European Economic Integration Richard Baldwin (Geneva) 
| Political Economy in Open Economies Roberto Perotti (Columbia) 
For information, please visit our Web site or contact us directly. Economic Growth and Development Sebastian Edwards (UCLA) 









6 BE Amsterdam, The Netherlands For detailed information write to: 
5200162/160 - fax: +31-20-5200161 Institute of World Economics e Advanced Studies e D-24100 Kiel « Germany 
- internet: www.ait.nt Fax: Germany+431+85853 e Internet info http://www.uni-kiel.de/ifw/ 


The second most 
|Important decision 
iin your life. 




















Choose the right MBA. It will be your partner for life. If you see your career 
as being entrepreneurial and multi-cultural, the choice is E.M.LYON: 

_the school of management at Europe’s cosmopolitan hub. 1 year full-time, 

2 year part-time. Teaching in English or French. Worldwide network of 

exchanges. Emphasis on personal development. Nearly four job offers 

for every graduate from a who’s who of multinationals. Call Jacqueline Del 
Bello on 334 78 33 78 65 or e-mail: mba1@em-lyon.com for brochure. 


Cesma MBA at E.M.LYON EUROPEAN 


Do i t for yourse I f. ENTREPRENEURIAL 









LEARNING 
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Inthe emerging digital economy, 
Managing organizations is a totally 
new. ballgame. You need to 
understand Information Technology, 
‘know where it’s going, and find ways 
tovexploit it for the benefit of your 
enterprise. 











The Universita Cattolica at Piacenza 

offers a ‘new program leading to the 

Master of Management in the 
Network Economy (MINE) degree. 





The aim of this program is to 
produce managers who can score 
higher than their competitors within 
the context of the new economy. 






@ Location: Universita Cattolica del Sacro 
Cuon, Piacenza, Haly 

® Language of Instructions English 

®@ Duration: 16 months 

Starting Date: 

September 18, 2000 


@ Applications: 
March 1- May 15, 2000 





SE A pe SUS SIO Soe 


FUJITSU corres 
SIEMENS 


ehti p://mine.pc.unicatt.it 






Techaology Partpers: vener cme nner nmr 


THE MASTER OF MANAGEMENT 
IN THE NETWORK ECONOMY 


MANAGEMENT IN THE NETWORK ECONOMY A 


i 

The Master of MINE Program is 
the result of collaboration 
between the Center for Research 
on the Applications of Telematics 
to Organizations and Society 
(CRATOS), Universita Cattolica 
at Piacenza, Italy and the School 
of Information and Management 
Systems (SIMS), University of 
California at Berkeley, USA. 
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Masters in Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full-time 
study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 


information about our MBA and Sloan Masters will also be available at 
all sessions. 


London 

Monday 7 February, 6.15 pm 
London Business School 

Sussex Place, Regent's Park, NWI 


Munich 
Monday 7 February, 6.30 pm 
Hotel Rafael, Neutermnstrasse 1 


Frankfurt 

Tuesday 8 February, 6.30 pm 
Steigenberger Frankfurter Hof 
Am Kaiserplatz 


Zurich 
Wednesday 9 February, 6.30 pm 
Baur Au Lac, Talstrasse 1 


Paris 

Thursday 10 February, 6.30 pm 
Hotel inter-Continental 

3 Rve de Castiglione 


Mexico City 

Monday 21 February, 7.30 pm 
Four Seasons Hotel 

Paseo de la Reforma 

#500 Colonia Juarez 


Sao Paulo 

Wednesday 23 February, 7.30 pm 
The Maksoud Plaza 

Alameda Campinas 150 


Buenos Aires 

Thursday 24 February, 7.30 pm 
Alvear Palace Hotel 

Av. Alvear 1891 


Lyon 

Wednesday 9 February, 6.30 pm 
Grand Hotet Mercure 

12 Cours de Verdun Rambaud 


Sussex Place 

Regent's Park 

London NWI 4SA 

Tel: +44 (Q)20 7706 6840 
Fax: +44 (0)20 7723 1788 


London 
Business 
email: mifinfo@lendon.edu School 

www.london.edu 


Please send me information ‘on the Masters in Finance: | 
MBA: (full-time [_lpart-time Sivan Masters |_| 





—_ltulletime: L _] part-time 


Family Name 

Job Title. 
Company. = 
Address: Work L] Home Ld 





_£¢04/02/00 
London n Busines School exists te advance lemin and research in busiress and management 
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& CORPORATE GOVERNANCE 


June 26 - July 14, 2000 Cambridge, Massachusetts, USA 





+ Methods of Privatization: Auctions 
Share Flotation, Concessions and 
Strategic Investors 

* Mass Privatization in Transition 

Economies 


+ The Record on Performance and 
Reform of State-Owned Enterprises 








* The Rationale for and Problems of 
Pablic Ownership 





* Privatization of Natural Monopolies: 
Theory and Evidence * Recent Privatizations: Data and 

* Regulation: Structure and Methods Conclusions 

+ Post Privatization Corporate Governance 


+ Sector Ca 
iF 


* Deregulation and Competition Policy 





studies, 


+ Labor and Privatization pinara Ea 
s, Tamponare, iltes 





SHID of HARVARD UNIVERSITY 
IPRIVATIZATION, REGULATORY REFORM 





























Lecturers included: Kenneth Arrow, William Baumol, Edaardo Engel, Paul Krugman, 


HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 
Fax: (617) 495-9786 Tek (617) 495-3482 Email: pep@hid harvard.edu 


WWW.HIFD.HARVARD.EDU/TRAINING 
Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 

81/2 hrs a day with 2 meals, 8 levels : Beg. I to Adv. H 

ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 7Feb 6 March and all year 
Nate: the famous. Nice Carnival is in February 
06230 Villefranche/Mer EBS, France. . Tel: (33) 493 01 88 44 Bax: (33).493 76 92 17 
www.institutdetrancais.com 









in ENGLAND, in JAPAN, in BELGIUM 





Jeffrey Sachs, Joseph Stigtitz, Lawrence Summers, Jean Tirole. (Directed by Eytan Sheshinski), 

























The International Private Banking Retreat is an exclusive international 
platform in private banking for senior executives, organised by the Swiss 
Banking School. 


The Retreat helps you redefine the priorities to meet the new challenges of 
private banking in a new global era, based both on recent research and practical 
experience of first class professors and professionals. 

Specifically, the retreat will help you to: 

understand the future radical trends in private banking, 

become familiar with best practises of leading institutions, 

build an international network and share experiences with other private 
bankers. 


For further information, please contact Simon K. Basler: 
Swiss Banking Schoo! 


in FRANCE, in BELGIUM 








GERMAN 


in BELGIUM 


COURSES FOR 
MOTIVATED PEOPLE 
* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 

(Special conditions available) 
* JUNIORS from [1 to 18 years 
- FRENCH in BELGIUM 
~ ENGLISH in ENGLAND, 
in BELGIUM 






















94 


M OF PROGRES 







DUTCH 


in BELGIUM 


66 HOURS PER WEEK 
IN THETARGET L: 


Stady: 


up to 45 private and/or group lessons 
and pedagogical activities 


& 


Puiting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


In administration, accountin: 















PROGRAMS 
Garcilaso De La Vega University 
LIMA, PERU 
Fully-accredited M.S., Ph.D. 

Law, Education, 
Psychology, Economies, Social sciences 
and more. Contact 
USA Coordination Office 
(718) 726-0842 Fax (718) 956-027-3 1-87 
3rd Floor, 34 st Astoria, NY 11106 


Learn how vagy H is to become a Certifted Professional 
Consultant (CPC) in your own feld, Write for free 
catalogue, 
The Consultants Institute 
Dep ES 3 
Prince Wilham Street 
Princess Anne, MO21853 USA 
S{4}QIOST 4RR 
www consullantsinstitute.com 











eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’, That means no time out from your career. 
Log on and you're there. Network as you learn, Interact with respected 
technology leaders and fellow professionals from around the globe. 


Join us at www.isimu.edu, the award-winning, accredited online 
university, Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 


www.isimu.edu 
Denver, Colorado 


Accredited Member DETC 


isim university 


Become tomorrow's eStrategist 
































SPANISH 


in SPAIN 


JAPANESE 


in JAPAN, in BELGIUM 




























\GUAGE 










International information 
and reservations: 










Tel: + 32-87-79 t1 22 
Fax: + 32- 87-79 H 88 
E-mail: 
Customer @ceran.be 


Since 1975 







in USA: Languagency 
Tek: J (413) 584-0334 


} Internet: 
Fax: 1(413)5 http:/Avww.ceéran.com 





IN A MINIM 
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THE UNIVERSITY 
OF BIRMINGHAM 


SCHOOL OF SOCIAL SCIENCES 
DEPARTMENT OF ECONOMICS 


POSTS IN ECONOMICS OR ECONOMETRICS 
PROFESSOR 


Senior Lecturer 
(£31,563 - £35,670) Ref: €30473/00 


Senior Research Fellow, for 3 years 
(£28,478 - £35,670) Ref: €30472/00 


Leeturer in Economies 
(£17,238 - £22,579) Ref: C30470/00 


Lecturer in International Economies, for 2 years 
(£17,238 - £22,579) Ref: C30471/00 


< Required from September 2000 or earlier where possible. For the Chair; the Senior Research Fellow and the Senior Lecturer posts, 
applications are welcome from specialists in any area of econometrics or economics with an outstanding research record, For the 
Lecturer in Economics, mathematical economists are particularly encouraged to apply. Successful applicants for all posts will need 


to demonstrate a successful research record and plans for future research and publications. 
Details on the Professorship are available from Mrs W Sharpe, Secretary to the Director of Personnel Services, tel 0121 414 6478, 
fax: 0121 414 7043, (e-mail: w.j.sharpe@bham.ac.uk). Closing date for applications:18 February 2000. 


Application forms for all non-professorial vacancies (returnable by 18 February 2000) and details from Personnel Services, 
The University of Birmingham, Edgbaston, Birmingham B15 2TT, tel: 0121 414 6481, web: (http//www.bham.ac.uk/personnel/). Please quote 


appropriate reference. 





“Working towards equal opportunities. 








COURSES 

WASHINGTON INTERNATIO! 
“a “I earned my American degree in 
i just one year nat home!” 


1) You study at home - no classroom attendance 2) Earn your Bachelor, 
toa Masten Ph.D). in one year. 3) Enrollmentopen now. iy Business 
(6 MBA fields of study). - Engineering - Diplomacy - Counseling ` Computer Systems + and 
“amore, 4) One-on-one faculty advisors 5) Graduates in 112. countries and 36 states in the USA, 
To request your catalog and appheation: 
PO. Box 1138 Bryn Mawr, PA.19010-USA. 
FAX: 610.527.1008. e-mail: admissions@washint.edu 























AGRISYSTEMS "pee te 
BUSINESS DEVELOPMENT. MANAGERS 
(1) Eastern’ Southern Africa < (2) West Africa 












‘The Agrisystems Group provides intemetional short-term consultancy and. projec: managertent Serv 
the rural sector. Projects in Africa are rabaged from both the (/K (Headquarters) and tron Agri 


UNIVERSITY DEGREE {Eastern Africa) Lid in Nairobi, 
fields Y BACHELOR'S + MAS ‘Ee DOCTORATE ‘The company's business is expanding. There I8 the nged to recruit two business development managers to 
a KD Many ae a No classes. Bam a recognizd, legal andsiconidited degree join. the present management team, Possible loeationy. are Nairobi (Eastern/Southem Africa) and UK 
NO janie we Sen poe entirely through work or life experience oF tutored on- (West Africa). : ‘sen : , 
6400 BLVD NE aw campus or off-campus, es a r 4 PPR, y ; 
Shiituble applicants, would have a minima of 8 year. infemational. project management and marketing 


Dept.34 + ALRUQ., NM S7110-USA = ‘ : 

34@centuryuniversity.edu ST. GEORGE UNIVERSITY experience, an appropriate degree (possibly Natural Seien conomies) and demonsteate the following 
r 1-800-240-6757 qualities: 
OPTIONS 


Distant Education Centre, JAPAN-UK: 
Tek (Otor G01 or O11) R8-16511-14480 
“eee E-Mail: oxford@istgeorgeuniversity.cdy 
Website: hiips/wwwatgeor geuniversity.cdu 


























+ Project management experiencein Africa 

+ Marketing experiance with doner agencies 

+ An aptitude for building long teem partnerships 

» Interest in developing strategic end business skills 
> Commitment ta poverty aleviaton/elimination 


CO M PU ATI ON A TENDERS + Good interpersonal, communication and proposal writing skills : 
F aanstaan seanna 
The challenge would be to build and manage an expanding portfolio of projects within the framework of 
FIN ANCE HA company combining professional integrity and commercial realities. The primary sector ie rural 
or I livelihoods with focus on agrivelture, health and infrastructure, 


apply now INTERNATIONAL TRADE LEADS Pull CVs shoulif be sent by 28th February, 2000 to Agriaystems Limited, Agrisystems House, Oxford 
for Fali 2000! i Road, Stone, Rocks, HPIT RPL, UK'Fax: t44 1296 747075; E-mail: registrar @agrisystems.co.ik) 


www.cse.ogi .edu/CompFin/ PA c KA G I N G Please quote reference (1/200: 


Fy ni View details at: Dernis 
g | www.worldbid.com 







































Agrisystems wishes to expand its datibase of consultants’ with experience of working in Post Conflict 
Coumries. Skills vequined: inslude engir ering, agriculture, water supply, logistics and infrastructure. CVs 
to he forwarded vid e-mail tox Fegistrati@agrisys(emy.coak quoting reference (2/2000, 










MOMIST FEBRUARY STH 200% 


Recruiting excellence for Africa 


FOR FURTHER INFORMATION, PLEASE CONTACT: 


EMDS CONSULTING LIMITED, Caroline House, 3rd Floor 
55-57 High Holborn, London WC1V 6DX, United Kingdom 


Fachhochschule Hochschule 

Ptorzheim tür Gestaltung 
Technik und 
Wirtschaft 


Pforzheim University 
of Applied Sciences 


Die Hochschule Pforzheim bietet anwendungsbezogene wissenschaftliche 
Lehre und Forschung. Interdisziplinaritat, Internationalitat, Technologie- 
und Know-how-Transfer sind wesentliche Elemente unseres Erfolgs, 
Das Hochschulstudium wird bei uns nicht nur als Fachausbildung begriffen, 
sondern dient auch der Persénlichkeitsbildung. Wir freuen uns auf Ihre 
Mitwirkung ab dem WS 2000/2001 im Hochschulbereich Wirtschaft, 
Studiengang International Business (FB 08) 


Kennziffer EC908012 - als 
Professorin / Professor (C 2) far 


"International 
Management". 


Sie sollen in der Lage sein, das Lehrgebiet in sehr guter englischer Sprache 
zu vertreten und über einschlägige internationale Berufserfahrung 
verfügen, 


Berufungsvoraussetzungen sind u.a. abgeschlossenes Hochschulstudium, 
wissenschaftliche Qualifikation, die i.d.R. durch Promotion nachgewiesen 
wird, und mindestens fünf Jahre Berufserfahrung - davon mindestens drei 
Jahre außerhalb des Hochschulbereichs. Weitere Einzelheiten (vgl, § 46 Fach- 
hochschulgesetz Baden-Württemberg) sind einem Merkblatt zu ent- 
nehmen, das wir Ihnen gerne zusenden, Wir freuen uns, wenn sich auch 
Frauen angesprochen fühlen. Bei gleicher Qualifikation haben behinderte 
Bewerber/-innen Vorrang. 


@ Tel: +44 (0)207 421 24 00 E Fax: +44 (0)207 421 24 01 
@ Email: africaengq@emds.co.uk 
m www.emdsnet.com/africamanagers 


ihre Bewerbung senden Sie bitte innerhalb von drei Wochen an den Rektor 
der Fachhochschule Pforzheim - Hochschule für Gestaltung, Technik und 
Wirtschaft - Tiefenbronner Str. 65, 75175 Pforzheim. 


Electricity Analysts/Traders 
St David's Park, Nr Chester £20,000 - £35,000 + shift allowance 


Edison Mission Marketing and Services is responsible for marketing the output of Edison Mission Energy's 
recently enlarged 6000 MW UK generation portfolio, comprising Fiddler's Ferry and Ferrybridge coal fired 

power stations, and Dinorwig and Ffestiniog pumped storage facilities. 

We are currently looking to recruit Electricity Analysts/Traders to strengthen our Commercial Operations Team. 
This dynamic trading group is responsible for bidding generation inte the England and Wales electricity pool and 
contracting services with the National Grid Company. These activities include all aspects of customer, competitor 
and market analysis, and developing appropriate strategies against a background of uncertain market conditions 
and imminent change to the electricity trading arrangements. The team are currently based at Bala House. near 
Chester, but will be moving to Fiddler's Ferry Power Station, near Warrington later this year when we establish 
our new 24 hour Energy Management Centre. 

To be successful you should have the creativity and drive necessary in order to further develop our cammercial 
systems together with the ability to work accurately to timescales as required. Highly numerate, you should have 
well honed analytical and communication skills coupled with a good first degree in a relevant subject. More 
specifically, your experience will include knowledge of Visual Basic, Access and Excel, although an aptitude for 
strategic thinking, and the flexibility and interest to develop your commercial skills will be equally important, 

This is your chance to take part in the biggest and most exciting change in electricity trading since privatisation. 


Tf you feel that you have the necessary skills and motivation to succeed in this challenging role, and you want to werk 
for a company which can offer you excellent development opportunities then please write, enclosing your CV together 
with details of current salary, and quoting reference EME/FHC/01, to: Ms Ellen Morgan, Human Resources 
Manager, Dinorwig Power Station, Llanberis, Gwynedd LL55 4TY, to arrive no later than 17 February 2000. 


EDISON MISSION ENERGY 16 COMMITTED TO EQUAL OPPORTUNITIES, 
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Newly Established International Organization, 
The Islamic Corporation for the Development of the Private Sector (ICD) 
located in Jeddah, Saudi Arabia seeks: 


Risk Management Specialist to work in the Middle Office in the field of market and credit risk 
in the context of portfolio management for foreign exchange and own funds operations and related- 
- „analysis. Applicants must be graduates in economics or finance with relevant advanced post- graduate 
- studies. Must have 5-10 years experience in the field of risk management gained within an investment 
banking environment. They should have a strong background in the area of analysis and management _ 
of market risks as well as experience in the field of financial optimisation,scenario simulations (excel 
modeling skills), management reporting and implementation of related financial models. Experience in 
credit risk methodologies, limits and exposure calculation. Exposure to implementation and development __ 
of credit risk systems will be an asset. Knowledge is desired of monetary and foreign exchange issues, = 
financial markets and instruments as well as familiarity with the trading, analysis, tracking and reporting l 
of various financial instruments. 


‘Capital Market Specialist to work in the Front Office in planning and undertaking operations on 
the capital markets and monitor both primary and secondary markets in the member states and 
sectors concerned. Applicants are expected to identify, analyze investments across a broad range 
of markets; research the markets they are involved in; and prepare tailor-made financing structures 

and financial instruments. Applicants must be graduates in a related field, preferably with a post- 

_ graduate degree in finance, with 5-10 years experience in the field of primary and / or secondary 
sapital markets within an investment bank. They should have practical experience of the various 
financial instruments that are available on the national and international capital markets bearing in 

“mind that not all instruments are Shari'a compatible. 


Lawyer to work in the Legal Department to provide assistance to the Corporation and its clients with 

x- respect to legal issues relating to the Corporation's financing. Applicants must be law graduates with 
post-graduate studies in Legal Aspects of International Finance and have between 5-10 years practical 

experience working as a lawyer in an international environment and been exposed to Shari'a laws. 

Applicants should have experience in legal activities relates to projects financing including equity investment, | 

international commercial transactions, preparations of legal notes, fund management, privatisation and 

` advisory services, participation in negotiations and evaluation of agreements. This position requires good 

_ judgment, integrity, and the ability to prioritize, organize and provide services to clients within deadlines. 

While understanding the demands of the business, this lawyer need to be able to wisely and tactfully 

-defend the Corporation's policies and procedures. Knowledge of Islamic financial products is essential. 


All three positions require highly articulate individuals.with proven capacity to work under pressure and within deadlines, 
strong quantitative background, interpersonal and communication skills; experience in an international environment 
would be an asset; very good command of English and a working knowledge of either Arabic or French. 


The ICD will offer an internationally competitive tax-free salary paid in US dollars and with a range of excellent benefits. 
if you are interested in having a promising and rewarding career in a new organisation with unlimited growth potential, 
send your resume with salary history to: 


Acting General Manager 
ISLAMIC CORPORATION FOR THE DEVELOPMENT OF THE PRIVATE SECTOR 
P.O Box 5925 
Jeddah 21432, Saudi Arabia 
Fax 966 2 637 0486 


For more Information. please e-mail to mmejai@isdb.crg.sa 


only short listed candidates will be notified 
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Economic Regulation of the Water Industry 


SENIOR ECONOMIST - REEF: 0348 


Up to £35,000 depending on experience and qualifications 


The Office of Water Services (Ofwat) is the economic regulator of 
the privatised water and sewerage comipanies in England and Wales, and is 
responsible for ensuring they provide a good quality service at a fair price. 

Ofwat is looking for an experienced economist to work in its 
Corporate Finance and Economic Affairs Division. This role offers the 
opportunity to develop and implement the methodology for taking account 
of the balance between supply and demand for each company at Periodic 
Reviews of the water (and sewerage) companies’ price limits. In addition, 
you will also be responsible for developing Ofwat policy relating to Long 
Run Marginal Cost and Economic Instruments for the management of 
water resources. 

You must have a good degree in economics or a field of applied 
economics, together with at least three to four years’ relevant experience. 
The ability to analyse complex policy issues and demonstrate strong 
numerical and communication skills is essential. You will need to show 
evidence of original thought and be capable of expressing complex ideas 
simply and logically while working to tight deadlines. A background in 
utilities and knowledge of supply and demand issues are also desirable. You 
must be highly motivated and flexible. 


: COMPETITION CASE MANAGER - REF: 0349 


: Between £25,000 and £30,000 depending on experience 
: and qualifications 





































The Competition Act 1998 introduces two prohibitions regarding 
i; agreements that prevent, restrict or distort competition and abuse of a 
+: dominant market position, The Director General of Water Services will 
‘apply and enforce the provisions of the Act in the water and sewerage 
sectors in England and Wales. 
; Ofwat is looking for an experienced manager to work as 
Competition Case Manager in its Corporate Finance and Economic Affairs 
`. Division. This role offers the opportunity to lead work on individual cases 
and contribute to the enforcement of competition law in the water and 
sewerage industries. 
You must have a good degree in economics, law or a related 
) discipline, together with three to five years’ relevant experience. The ability 
to carry out rigorous numerical and financial analysis and communicate 
effectively. is essential. You will have proven aptitude in managing complex 
work under pressure and to deadlines. You will be a thorough, flexible and 
reliable team player who is motivated and willing to take responsibility. 
Ofwat offers a good range of benefits including a non-contributory 
pension scheme. Relocation assistance may be given where appropriate. 
For an application pack and more details, please telephone 
0121 625 1471 (24 hour answerphone) or write to Miss M Hammond, 
Office of Water Services, Centre City Tower, 7 Hill Street, Birmingham, 
B5 4UA, quoting appropriate reference. 
Closing date: 21 February 2000, 
Please note that CVs cannot be accepted without a completed 
application form. 


We are an equal opportunities employer and welcome.applications 
from all suitably qualified individuals. For the well being and comfort of 
all our staff, our offices operate a non-smoking policy. 





The Mountain Forum 
Executive Secretary 





The Mountain Forum (MF) is a non-profit network of 1.200 institutions and 
individuals in 96 countries committed to the well being of mountain people, 
their environment and their culture. Through the exchange of information on 
best practices, it seeks to empower members to raise mountain issues on local 
to global ‘agendas, and to promote sustainable mountain development. It was 
established in 1996 with financial assistance from the Swiss Agency for 





Development and Cooperation (SDC). The Secretariat of the Mountain Forum 
is being established at the International Centre for Integrated Mountain 
Development (ICIMOD) in Kathmandu, Nepal. More information can be found 


Tasks: 

Under the overall guidance of the MF Board of Directors, the Executive 
Secretary will provide leadership in the development of a long-term vision and 
mission of the MF, fund raising, preparation of the Annual Workplans and 
Annual Reports, day-to-day management of the Secretariat, facilitate and 
coordinate global advocacy and public awareness about mountain issues. 


1. Demonstrated capabilities and experience in: Organisational leadership; 
Network and/or project management; Fundraising; 2. Strong skills in written 
and oral communications, and the capacity to manage a global, electronic 
communication network; 3. Fluency in the English language and at least a 
working knowledge of Spanish. Knowledge of French or Russian would be an 
advantage; 4. Minimum of Masters degree or equivalent in social or natural 
sciences; 5. At least 10 years of relevant professional experience, mostly in 
developing countries, preferably with community-based natural resources 
management in mountain areas 


The successful candidate is expected to assume the position by 1 October, 
2000, MF encourages diversity in its staff. Candidates from developing countries 
and female candidates are especially encouraged to apply. Send applications 
via email, with curriculurn vitae and names and full contact addresses of three 
referees (include phone, fax and email addresses) before 24 March, 2000 to: 


Dr. Martin Price, Chairman, MF Interim Board of Directors 
E-mail: mprice@nts1 .tsu.ox.ac.uk 





the World Federation of the Animal Health Industry 


Comisa is the representative body for manufacturers of veterinary medicines 
and other animal health products. Its goal is to promote a harmonised, 
science-based regulatory and trade framework that supports a global animal 
health industry which is economically viable and high-technology driven, 
contributing to a healthy and safe food supply. 


Comisa is now seeking a: 


Manager, International Policies & Technical Issues 
based in Brussels, Belgium to directly assist the Secretary-General in 
managing increasingly global technical issues in a rapidly changing political 
climate. 


Your job will be to: 
+ represent industry at international meetings; 


* act as central contact point for member associations and companies; 


« prepare technical submissions and policy papers on issues such as 
international trade standards, antibiotic resistance and global regulatory 
harmonisation; 


» monitor for new policy developments on relevant issues and keep industry 
membership fully informed; 


» develop effective working relationships with industry experts and provide 
leadership with assigned project work. 


You should possess a university degree and have.a minimum of three years 
of successful experience related to the described job profile. You should 
have a strong interest for business, international politics, agriculture, and 
science. You must be PC and internet-literate. Other requirements will be 
the ability to work autonomously, work in cross-cultural environments, 
professional verbal and written communications in English and proven time 
management skills. Strategic and conceptual thinking and efficiency 
orientation are important behavioural competencies for a successful delivery 
of the job, The job will involve a certain amount of international travel. 


Comisa wil pay a competitive remuneration package commensurate with 
experience, 


If you are interested, please send your expression of interest and full 
Curriculum Vitae to the Secretary~General; Cornisa, rue Defacqz 1, B-1000- 
Brussels, fax: +32-2-541 01 19, e-mail: comisa@comisa.arg 


Confidentiality is guaranteed. 
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Announcement of a Vacant Professorship in 
Economics 
at the University of Vienna 


The Department of Economics of the University of Vienna seeks a 
person. to take up a position as Professor of Economics as of 
October 1, 2001 Ap ations are welcomed from persons who 
have specia € field of macroeconomics and have 
published artic in. the leading, international economics 
journals. oe 


the future appointee is expected to assist in the instruction of 
students at both the lower and upper divisions of the 
-undergraduate curriculum as well as at the doctorate level. In 
dition, the appointee will be expected to assist in the instruction 
dents. from international business and business 
nistration, computer science, business informatics, sociology 
tatistics. 


The University of Vienna seeks to increase the female proportion of 
its faculty and particularly welcomes applications from qualified 
‘women. Preference will be given to women candidates from like- 

v qualified applicants. 


The formal requirements for an appointment include the 
succeseful completion of a Ph.D or its equivalent. Candidates from 
German-speaking countries should possess an Habilitation. 
Candidates should have teaching experience in the area of 
macroeconomics. Candidates who are not fluent in German will be 
expected to learn the language after arriving in Vienna. 
Applications including a curriculum vitae, list of all publications 
and. representative samples of the research are to be submitted 
and post-marked no later than March 31, 2000. The envelope 
should have the reference number 238a/99 on it, and be addressed 
to; 

Dekan der Fakultat fiir Wirtschaftswissenschaften und 
Informatik der Universitat Wien, Dr. Karl Lueger-Ring 1, 
A-1010 Wien, Austria. 

(Tel. (+43-1)4277-37001, Pax: (+43-1)4277-9370). 


Economii Policy Manager 
c. £40,000 + car 


+ benefits. 


È Yorkshire Water - working toward 
equal opportunities 
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“challenges head on. Meaning 


UNFCCC, 
Bonn, Germany, seeks 


Programme Officer, 


P-4 level, initially for 1.5 years, minimum net salary U$$56,516 + 
post adjustment. Programme Officer, under supervision of Manager, 
shall facilitate the establishment of the Consultative Croup of 
Experts (CGE) on national communications from Non Annex | (NAL) 
Parties to the Convention. Planning CGE meetings/werkshops and. 
drafting final reports. Provide technical support on issues for 
improvement of national communications from NAI Parties, 
especially in GHG emissions inventories, assessment: of 
vulnerability, adaptation and abatement strategies. Preparation and. 


presentation of technical papers/reports, Assume a suoervisory role: 


for junior Programme Officers/visiting fellows. 


Requirements: Advanced university degree in enviroamental 
sciences or engineering ora related discipline, inclucing extensive 
experience in GHG inventories, vulnerability and adaptation 
assessment and abatementoptions analysis and preparation of 
national communications of NAI Parties. Familiarity with the 
UNFCCC. At least seven years of experience, with at least three 
years at international level. Fluency in English. Knowledge of other 
official UN languages an advantage. 
Applications stating VA 00/E002 to: 
Chief of Administration, UNFCCC Secretariat, 
P.O. Box 260124, D-53153 Bonn, Germany. 
it would be preferred if application could be submitted by facsimile 
to 00 49 228.815 1999 or by email: ekeip@urfcec.de. 
Deadline for applications: 23 February 2800. 

Full announcement available on: http://www.enfccc.de 
Applications will NOT be acknowledged as received, Corract will only be 
made with an applicant if the secretariat requires additione! information or 

decides to invite an applicant for interview 


Serving more than 4.5 million customers across an area of 13,900 
square kilometres. We provide both water: and sewerage service 
also meet the requirements of over 130,000 business customers. 
Yorkshire Water is one of the most efficient water comparies in fhe 
UK. We're also one of the most far-sighted. 


with economic regulation due to bring exciting new challenges to 
he whole of the industry in the near future, it’s time to neet sach 
need to further develop #ur fina: 
and regulatory strategy and foremos and review our 
competitive stance. : 


That's where you. come in, 


At the very heart of o our business, you wil nice ta he 
a highly confident and credible business: s : 


y or finance. 
regulatory ` 


qualifications in eco: 
You will also ideally have e 
issues and appreciate how they fi 


Thus, you will be a key player in the team, , leading cur 
regulatory agenda both internally and externally, prepa*ing 
responses to OF WAT and government proposals, and usiag your 
excellent interpersonal, communication and influencing skili to build 
strong links across our business and with external bodies. 


If you're ready to point the way forward and would like Surther 
information, please submit your CV along with current salary details 
to Emma Reffin, Human Resources Department, Yorkshire Water, 
HR Service Centre, Western House, Western Way, Halifax Road, 
Bradford BD6 2LZ. Tel: 01274 692 060. Alternatively, email: 
emma.reffin@yorkshirewater.co.uk Please quote ref. ROCIO Low all 
correspondence. Closing date: 25 February 2000. 
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WYE COLLEGE, UNIVERSITY OF LONDON 
IN ASSOCIATION WITH IMPERIAL COLLEGE 


Chair in Agricultural Economics 












The Established Chair in Agricultural Economics isa key post in Further particulars may be obtained from the Personnel Office, 

the fume development of agricultural economics and business Wye College, University of London, Wye Ashford, Kent TN25 

management at Wye. The merger of Wye College with Imperial 5AH (Tel 01233 812401 Ext 228, e-mail Penonnel@wye,ac.uk 

College opens the possibility of substantial growth in activities and : i 

extension into new areas, Applications consisting of a letter with CV and full publications list, 

Applications are invited for this Chair. No particular together with the names of three people from whom references y 
specialism is prescribed within the broad area covered by may be obtained, should be addressed to the Personnel Office and l 
the subject of agricultural economies, but candidates are arrive no later than 10th March 2000. ; 
expected to exhibit outstanding strength in research and 

publication, Additional staff posts may be available to Wye College will merge with Imperial College of Science, 

support the activities of suitable candidates. Technology and Medicine on {st August 2000. 


Wye College is an Equal Opportunities Employer 







KY Two Rule of Law Officers for 
a DRCongo and Burundi 


The international Foundation for Election Systems (IFES), an international democracy assistance 
NGO, seeks 2 field managers for Rule of Law programs in Kinshasa, ORCongo, and Bujumbura, 
Burundi. Requirements: Law degree; 2 years experierite in Rule of Law or Human. Rights; one 
year overseas project management experience! French/English fluency, oral and written; regional 
knowledge preferred. Please mail or fax a cover letter and CV to: ROLIAFR, 1101 15th St., NW, 
3rd Floor, Washington, DC 20005. Fax: (202) 452-0804. Deadline: February 15, 2000. For full 
description, visit www.ifes.org. No phone calls please. 


















Economics Correspondent 


Salary according to experience. London. 






maera aaaea 









Could you explain the Budget to an audience of millions 
on TV, Radio or Online and do it in a way that everyone 
could understand? Could you challenge the Treasury over 
whether the Tax ‘take’ has gone up or down? 









TA TERNATIONAL 


a 
bo 4 ter. 

































cat 


iNG@TETUTE FOR 

BBC News is looking for an Economics Correspondent to work DEMOCRACY AND 
i ELECTORAL 

across the full range of news programmes and channels from BBC ASSISTANCE 








ONE news programmes to News 24, BBC RADIO. 4 and BBC 
RADIO 5 LIVE and the fase expanding News Online service. 
























The International Institute for Democracy and Electoral 
Assistance promotes and advances sustainable democracy and 
strives to improve and consolidate electoral practices world 
wide. International IDEA is an intergovernmental organisation 
founded in 1995 with 19 member states and 5 international 
NGOs as associate members. Independent of specific national 
interests, we provide a forum for interaction and experience 
sharing among a wide variety of global actors involved in 
democracy promotion. International IDEA is based in 
Stockholm, Sweden and currently employs 60 staff from 30 
countries. 

Applications are now received for the following positions: 


We are looking for someone with a first class understanding of 
economics and a flair for making complicated issues engaging and 
comprehensible. You will be expected to provide insight into 
economic and business trends and break new stories. You should 
have a track record of achievement.in economics journalism. 


You will be a key member of the economies team in the BBC's new 
Economics and Business Centre and you will be providing a service 
of specialist knowledge and advice across the BBC, 








For further details and an application form, contact 

BBC Recruitment Services by February 18th (quote ref. 
43682/EC and give your name and address) Tel: 0181-740 
0005. Textphone: 0181-225 9878, Postcard: PO Box 7000, 
London W12 8G}. E-mail:recserv@bbe.co.uk Online: 
www.bbe.co.uk/jobs/e43682,shtml Closes: February 22nd. 


Working for equality of opportunity 






2 Senior Executives 
1 Senior Programme Officer 
2 Assistant Programme Officers 









Our web site: http://www. idea.int offers the full job details. 
Copies of Vacancy Notices may be obtained from Ms Cleve 
Telephone +46 8 6983700, Fax +46 8 20 24 22 

Deadline 29 February 2000 
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stitute of Social Studies 


The Hague, The Netherlands 


The ISS is an international center for higher education and research in 
development studies. Postgraduate teaching programmes conducted in 
English are offered at the Diploma, 

MA and PhD levels, 


ocial Studies has two (full-time) vacancies for: 


r of Development Economics and 
iate Professor of Development Economics 


€ affiliated with the Staff Group Economics of Sustainable Development 


ics of Sustainable Development is one of the Institute’s four staff groups and endeavors to train-economists from around 
nalytic and quantitative methods that underpin economic policies related to, in particular, structural adjustment 
development and sustainable growth. 
x trent research focus is on two main areas: (i) structural adjustment and financial reforms and their impact on 
y, distribution and poverty; and (ii) the determinants of long-run sustainable growth and equitable human 
In addition to teaching and research the faculty also undertakes advisory work in these areas and is involved in 
erseas capacity development projects. 


fes applications for these two positions. Candidates should have a PhD in Economics and expertise in the application of 
ative methods within their specialization, consistent with the research priorities of the Staff Group, It is expected that the new 
sor would contribute to the second research area mentioned above: long-run growth and equitable human development and that 
“professor would have expertise in the area of international economic relations. 


+ 


üblications record and training experience; 
play a leadership role within the Staff Group and ISS as a whole; 


record of generating external funds. 
dition candidates will be expected to undertake PhD supervision in the area of y 
1 and contribute to projects in developing countries and/or countries in transition. 


Lmployment conditions: 
Employment conditions are comparable to those at Dutch universities. Appointment at the level of Pr r will depend on 
"qualifications and the overall strength of candidates’ academic profiles. Salary for a Professor. # inj acco dance with scale 
Hoogleraar A of the salary scales applied at Dutch universities, with a maximum as from 1 May 200 € LG 12,672 gross per 
month(Euro 5,760 ). Salary for Associate Professor will be in the range of 


Applications: 

Applications accompanied by a curriculum vitae and the names of three referees should reach the ISS before March 31, 2000, 
addressed to the Rector, Institute of Social Studies, P.O. Box 29776, 2502 LT, The Hague. Women as well as candidates 
originating from developing countries are particularly encouraged to apply. Candidates who are short-listed will be asked to supply 
samples of published output and their referees will be contacted at that stage. Additional information can be obtained from the 
chair of the Search Committee, Professor dr R.P. Vos, by letter at ISS, P.O.Box 29776, 2502 LT, The Hague, telephone: 
(+31-70-4260546); e-mail: vos@iss.nl; or fax: (4+31-70-4260799) 











TRAVEL 


Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers.more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti: 


e 
| notions in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your Crossair 


local travel agent or Crossair +44 845 607 3000. www.crossair.com WW: The Guatifiyer Group 
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As an expert 
for urban renewal ofthe citizens in the partner town. All project 
in an old 

Yemeni city 


people who live there, and fo pre- 


end we help our partners devise 


prajects and programunes which 






You are aware that better housing and intra- 
structure are of vital importance for the future 


contributions should aise aim at strengthening 
the local urban economy and improve living 
conditions of the poor, 

As an architect (or civil engineer) you have 
already gained experience in the fields of 
urban renewal, infrastructure planning and 


We work in some 140) catemtrios, implernentation of small projects, Based on 
to enbance the prospects of the this experience and your ability to interact suc- 


cessfully with colleagues from different profes- 
sional backgrounds, with local public. instituti- 


serve the naturai resource base ons, NGO's and neighbourhood groups, but 
eon tehich we all depend. To this also to represent the project in the internatio- 


nal donor scene, you are now looking for a 
new challenge in an international atmosphere. 
You are fluent in Arabic (mother tongue) and 






our staff of aver 10,000 tben sui either German or English. 
Pork as advisers and facditators, We offer you the opportunity to contribute to 


the complex process of participatory planning 
and subsequent implementation of urban 
development measures in an unusual setting. 
The scope of your work includes advisory ser- 
vices in your professional specialisation, docu- 
mentation and dissemination of good practices 
for other Yemeni cities anc training of partner staff. 
interested? Then find out more about this or 
other vacancies on our web site, Together, we 
can shape the future! 

GTZ is an equal opportunity employer, 








Dettscie Gesellschaft fir thehuische Zusammenarbeit (OTE Grip 
Postfach $180 65°26 Eschborn im Taunus, Germany 

Contact Marita Komstancuk, Human Recoerces Management 

Tels 64/01 96,4 79 4.2.22 Check ont current vacancies al wane gtzde 


Let our exclusive group of former Visa Officers, with over 35 
experience, provide expert assistance and guidance to your immigration 
process. Applications professionally and confid dentially prepared. Our 
money-back guarantee is your assurance of success. Fast internet and email 
service. Specialists for skilled workers, businessmen and investors. 








OIC CONFRATERNITY CANADA LTD, 


823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 


TEL: (604) 669 0389 FAX: (604) 669 3905 


INTERNET: www.oiccanada.com ee Hnfoserve..ry 


New Authors 


Publish Your Work 


ALL SUBJECTS CONSIDERED 


write or send your maruaeript to; 


MINERVA PRESS 
318-317 REGENT STREET, 
LONDON WTR JYE, ENGLAND 
anew, minenve-press. C09 tHE 


CUT THE COST OF YOUR 


STAY IN LONDON 
Comfortable self-contained serviced studio Hats 
in. Knightsbridge near Harrods, fully equipped 
kitcher-dinetle, bathroom, phone, satellite TV. 

maid service, resident 
ger. persons, Brochure by Air-Mail: 
Knightsbridge Servies Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 684 4123, Fax: 0174 584 9058, 
info@kefigti.demon.co.uk 
www.ksflats.demor.co.uk 
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COMPANY & 
TRUST SERVICES 





























Founded in 1823, 

Birkbeck is based in | Birkbeck 
Bloomsbury and has w UNIVERSITY OF LONDON 
the highest proportion of it à 


research active staff of 
any college or university 
in the greater London area. 


3 Research Officers 


ESRC Future of Work Programme (1. post) Ref: MBOLL 
EU Fifth Framework Programme (2 posts) Ref: MBO16 
{2 year fixed term contracts) 


Applications are invited for one post of Research Officer for 
the ESRC Future of Work project. on. ‘Workplace reorganisation, 
HRM, and corporate performance’, and two posts of Research 
Officer for the EU Fifth Framework Programme project on 
‘Assessing the Impact of Technological Change and 
Globalization on Growth and Employment’. All three posts are 
tenable for two years starting as soon as possible, 


Applicants should have postgraduate research experience, 
ideally a PhD or equivalent in applied economics, 
international business or innovation studies for the EU 
project, industrial relations, organisational behaviour or 
applied economics for the ESRC project. Good computing 
skills, especially knowledge of SPSS or a comparable 
statistical package are essential and experience with large 
data sets and of interviewing in companies would be 
desirable. You should also have excellent organisational and 
communication skills, 


Starting salary will be £20,319 pa inclusive of £2,134 pa 
London Allowance in Grade RALA. 


For details and application forms please send a large (A4) 
sae to the Personnel Department, quoting the appropriate 
reference number, Birkbeck College, Malet Street, 
Bloomsbury, London WC1E 7HX. Closing date for receipt of 
completed applications: 24 February 2000. 

The College's web site can be visited at: 

http://www. bbk.ac.uk 





























1402 TEANECK ROAD - SUITE 114 + TEANECK, NEW JERSEY - 07666 - USA 
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‘Bank for 
International 
Settlements 


The Bank for International Settlements is 
an international financial organisation 
that promotes central bank cooperation 
and provides banking services to central 
banks and international organisations. 
Based in Basel, Switzerland, with a 

: representative office for Asia and the 
Pacific in Hong Kong, the BIS has 

around 500 staff from some 35 
countries. 


wiww.bis.org 


Financial Economist 


The successful candidate will join a small team that monitors financial markets, with t 
main function of servicing the Committee on the Global Financial System and other af 
groups that meet at the BIS. : 


Job description Job requirements 
PRD in Economics or Finance fem a 
university of international standing. or 
equivalent experience in a central bank 
or similar institution. 


Knowledge of modern finance theory S 
ard monetary economics and several |> 


Monitor developments bearing on the 
stability and functioning of global 
financial markets. 


identify issues of policy interest in the 
above area and contribute to research, 


Organise and support various meetings 
and working parties, principally of the 
Committee of the Global Financial 
System and the Gold and Forex 
Committee, under the direction of the 
line manager. 


Represent the BIS in meetings and 
seminars hosted by central banks and 
other organisations and develop 
contacts in central banks, academic and 
financial market circles. 


years’ experience analysing. such. 
issues. : 


Excellent drafting skills in English, 
writing reports for non-technical’ 
readers. Working knowledge of another 
major world language would bea plus: 


Experience in applying economic 
analysis to. concrete, unfamiliar 
problems and in working with: official 
committees. 


The BIS offers attractive conditions of employment in an international environment and 
Information on the BIS, including research. papers and other 
publications, is available on the BIS web site. 


excellent welfare benefits. 


Candidates should send their application and detailed curriculum vitæ tò Human 
Resources, Bank for International Settlements, CH-4002 Basel, Switzerland, 
quoting reference 00619. Please note that applications received after 17 March 2000 


cannot be considered. 


BUSINESS & PERSONAL 


ere 


OFFSHORE 
CREDIT CARDS 
AVAILABLE BY 

EUROPEAN BANK 


FAX APPLICATION TO BANK: 


+90 392 227 53 77 
E-MAIL: info@fnib-cards.com 


ed Loans/Project Financ 
oF bits 


EE OPMENT & FI 


Broadway Professional t etl Broady 


Tel (604) 675 


The ultimate authority on the world’s best hotels 
hideawayreport.com 


a a av 
OF FSH OR 
TAX - FREE 


Companies world - w 


Fi OREM and administration: of. 
companies, opening of bank accomtits 
cLfaximdit forwarding service 








TED KINGDOM 
< Head Office + 


LAVECO Ltd 
Clos de Saignie, Sark, 
United Kingdom, GY9 OSPF 
Raymond Terry ee 

Tel; 44-148} -832- 
Fax; +44- ana 
E-mail: rigibsond@isupernenuk. 





HUNGARY 
Tek $36-1-2 17-96-81 
Pa LDL Fedtet 
E-mail: laveco(@imail matav ħu 








ROMANIA 
Tel 1400-92-3216- 
Fax: 40-92-15 

E-mail: lavecorotafs.ra 











RUSSIA 
Tek +7-4234-147-444 
Fax: + 7-$234- 147-666 
E-mail: eximbank @canada.cons 
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BAHAMAS FOR LESS $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 
Beautiful RCI affiliated Gold Crown resort. 
Upto 2adults gre ldrén, 
rate is room only, see our website 
wiww.saridyportcom/samplarece 


| Fax: (242) 327-8665 Tel: (242) 327-8500 


please fix your, 
ations for review to; 


Permanent residency in UK after 4 yearss 
+ Investor (Elm) 

* Self employed bu 

* Retired person of ; 
ie Sole representative of non-uk compal 


Second passport (economic citizenship 


| | programme) 


Contact Laya Falsafi at 


| KINGSFORD STACEY BLACKWELL) 


SOLICITORS 
14 Old Square Lendon WC2A 3UB 
(+44) 0207 447 1200 or 
E-mail: lfalsafi@kinestords.co.uk 











| The European Organisation 
for the Safety of Air Navigation 





is seeking a contract manager (m/f) for its Headquarters in Brussels (Belgium) specialised in: 


PROCUREMENT - CONTRACTS 


(AA/D08/EC) 


Responsibilities: © study service requests/requirements and establish the appropriate procurement action; 
« draft and establish appropriate tender documentation and procedures; + evaluation of tenders and 
negotiation with suppliers in cooperation with the service concerned; + monitor contract execution from 
letting to final acceptance; è liaise with the technical services in the context of special agreements; 

* provide legal/contractual advice on complex and large-scale projects. 








Requirements: ¢ a university degree in law; + good written and oral communication skills in both English 
and French; * experience in the field of procurement/contracts; ¢ competency in negotiations with 
suppliers. The following would be considered to be an asset: « knowledge of European law and/or 
intellectual property rights; « knowledge of and an interest in air traffic control/aviation. 









An attractive international salary, including social security and pensions provisions, is offered. 


Further details and application forms may be obtained from EUROCONTROL, Selection and 
Assignment Section, rue de la Fusée 96, B-1130 Brussels or on http://[www.eurocontrol.be. 

E-mail: recruitment@eurocontrol.be. Enquiries may be made by fax to +4+32.2.729.90.70 and must 
bear the appropriate reference number quoted above. 









Completed application forms clearly indicating the reference number must 
reach the above address by 24.03.2000 at the latest. Closing dates are applied 
strictly. 






UNIVERSAL COMMUNICATION 








Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and 
trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: Stuart Stobie USA: Bill Andrews GIBRALTAR: Diane Dentith U.K: Simon Denton T.C.1: Paul Winder 

Tel: 4852 2542 1177 ; +l 757 363 9669 Tet: +350 76173 Tel: +44 (03207 479 7070 Tel: +1 649 946 5056 
Fax: 52 2545 0550 +1 757 363 9668 Fax $0 70158 Fax: +44 (0)207 439 4436 Fax: +1 649 946 5052 
hkh@sovereigngroup.cem ib@sovereigngroup.com uk @soversigngroup.com tcl@sovereigngroup.com 











































www.sovereigngroup.cam 






Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax/low tax residency arid alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 








CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Lid beria Companhia de Servicaos Lda. international Company Services (UK) Lid 
‘Tek: +1 490 679.7452. Fax: +1450 679 4263 Tek +351 21314 2030 Fax: +351213142031 Tel: +44 171 493 4244 Fax: +44 171 491 0608 


Email: icacanadatcedep.net Email: por@ICSL.com Email: uk@ICSL.com 








USA {WEST} - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
international Company Services (USA} Inc -International Company Services (USA) Inc International Company Services S.A. 
Tek +1 310550 8712. Fac #1310205 7973) Tek +1: 954.943 1408 Bax: +1 954943 1499 Tel: +598 2 902 1165. Fax: +598 2 902 1191 -J 
Email: usawest@ICSL.com Email: usa@iCSL.com Email: uy@ICSL.com www. 
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UNIVERSITY OF DUBLIN 
TRINITY COLLEGE 








. Chair In 
International Business 


“Trinity College, University of Dublin, invites applications for 
the newly-established Chair (full professorship) in 
rnational Business. The Chair is located in the School of 
iess Studies which is recognised for its unique degree 
programmes, commitment to research-based teaching, 
internationalism, strong interrelationships, with Irish and 
global organisations in the public, private and voluntary 
sectors and for a tutorially orientated educational philosophy. 

































‘Suitable candidates will have an established record in the 
field of international business or in the international aspects 
of any .of the main fields of business studies, or in 
| comparative management. The primary criteria for choosing 
the new appointment will be excellence in research as 
reflected in high-impact publications, potential for, and 
interest in, academic leadership, commitment to the ideal 
of the scholar-teacher and an active interest in the concerns 
of senior management in internationally orientated 
| organisations. 


| The position is tenable from 1 October 2000 or as soon as 
possible thereafter. 


The appointment will be made at the appropriate point on the 

oprofessiorial salary scale, which for new entrants is currently 

IR£48,897 - IR£63,183 (€62,091-€80,232). Additional 

‘funding for research and postgraduate student support will 
be provided. 


Information about the University and the School and further 
particulars of the appointment can be obtained from: 

















Michael Gleeson 
Secretary to the College 
West Theatre 

Trinity College, Dublin 2 

Telephone: 353-1-608 2197/1123 
Fax: 353-1-671 0037 

E-mail: domurphy@ted.ie 
| to whom a formal application should be sent to arrive by the 
| preferred closing date of 31 March 2000. 


Further details regarding the School can be obtained at: 
_http://www.tcd.ie/Business_Studies 


Trinity College is an equal opportunities employer. 









































BUSINESS & PERSONAL 


NEED AN OFFICE IN THE HEART OF THE 


CITY OF LONDON? 
|THE NEXT GENERATION OF BU 


sf the art IT infrastructure *interesting pla 
plan and executive suites eClub and cor 


£ n 
SPACE NOW AVAILABLE. CALL +44 (0) 20 7648 8400. 
Or E-mail info@corpnex.com. 
THe CORPORATE NEXUS. BUSH 
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NESS CENTRES HAS ARRIVED: 


$5 CENTRES FOR BUSINESS LEADERS @ 

















TELEC@M 


meer TRE FUT ARE 


is seeking a manager for the position of 
Vice President, Exhibitions Division in 
Geneva, Switzerland 


the 
tele- 


The International Velecomimunication Union., 
United specialized 


communications, headquartered in Geneva, Switaerlanel, 


Nations’ agency for 


ae 


regularly organizes telecommanication exhibitions and 
forums in Europe, Asia, Africa and the Amercas, 


A dynamic professional with initiative and very good 
communication skills, an experience in managing large 
exhibitions around the world, preferably in a telecoms 
environment, is required. The dncumbent will have the 
for the 
telecommunications Exhibition, comprising a world 





overall responsibility world’s premier 





event every four years, and regional events every two 





years. for Africa, Asia and the Americas. 





Education: Advanced university degree mo business 
administration, or & related field. Skills: Thorough 
knowledge of the telecommunications industry; more 
than I0 years of experience including five in an 
international environment and excellent ability to work 
within a team. Languages: Excellent knowledge of 
English: very good knowledge of French or Spanish and 
good knowledge of owe of the other official Languages of 
the Union. 








An attractive package of salary, international 
allowances and benefits is offered. 


Closing date: 15 Mareh 2000 





Applications with fall CV quoting ref: VN 29-1999 A 
should be sent to: ITU Personnel Department, Place 
vations, CH-L211, Geneva 20, Switzerland. Fax +41 





56, E-mail: personnek@ituint. The detailed 





notice and the Personal 


VACANCY 


History Form 
(Winword) may be obtained through the ITU Website 
| http://www. ito int, 























BUSINESS > 
OPPORTUNITIES 


OFFSHORE COMPANIES | 


* Ready made companies ; 
* Full corporate adrrinstration 
* Trade services (LC shipping) 
* Banking? UP senices 
* China business development services 


ASSISTANT TO 













idate will be inquisittes, t 
l 










& company brochure 
NAG LTD 
Room 1108, Albion Plaza 2-6 Granville 
ST, Kowloon, Hong Rong 
ibnacs@hk. super ret 
(852) $223 
Fax (85272722 4373 


SACRE cheaper on 
experience and qualifications. 
P.O. Box 4100 
The Economist Newspaper Ltd 
25 St dames’s Street, 
Londen, SWIA LG 
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Contact Stella He for imrnediate services Po 




















reer searching into, within or out of 
Asia / Europe / M.East / U.S.) Contact for Free Info & Critique 


www.careerpath.co.uk 













Fax: Email: 
USA/Canada +1202 4781698 — cpamericafcareerpath.co.uk 
Europe +44 20 75048280 — cpeurope(aicareerpath.co.uk 


Asia / M, East / Aus +66 2 2674688 bkk Joxinfo.co.th 









“x University 
of Durham 





FOUNDATION FOR SMALL AND MEDIUM 
ENTERPRISE DEVELOPMENT 


Director (Small Enterprise Development) 


£25,452 - £30,065 p-a, (two year rolling contract in the first instance) 


An experienced individual is required to lead a small team of people 
responsible for our work with Small Enterprises, You will be expected to 
work with the Director to inform and shape the strategic direction of the 
Foundation. You will be responsible for setting the strategic objectives of 
your team and for leading the intellectual development and profile of your 
team’s area of activity. You will also be expected to co-ordinate and monitor 
overall income generation of the team and to develop a portfolio of projects 
that contribute to the development of the Foundation. 


You should possess the following capabilities: an understanding of the 

Small Business; and interest in and ability to develop concept and practice in 
this area of Foundation activity; and experience of managing a committed and 
entrepreneurial team. 


Informal enquiries may be directed to Mr Andrew Atherton, Director of the 
Foundation, (tel: 0191 374 2227 or e-mail: A.M.Atherton@durham.ac.uk). 


Further details and an application form may be obtained from the 
Director of Personnel, University of Durham, Old Shire Hall, Durham DH1 3HP 
{tel: 0191 374 7258, fax: 0191 374 7253 or e-mail: Acad. Recruit@durham.ac.uk). 


















Closing date: 25 February 2000, Please quote reference A093B. 





Federal Reserve Bank of New York 


Capital Markets Analyst 
Banking Trends Department 
http:/iny.frb.org 
We seek an analyst to identify and evaluate capital markets-related trends in the US., European, 
and Japanese financial mark aid bank supervisors in identifying emerging supervisory risks 
Master’s degree in Business, Public Policy or International Affairs; twe re 
industry experience focusing on a financial instituti d marketsitrading 
activities or market risk management, Resume.and cover letter to; org atte! DM-BT 
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Senior experienced Business Manager/Consultant 
available for on-site analysis and turnaround, 
Travel and difficult environmen accepted as an 
integral purt of assignments, 





Centre for the Study of 
Financial Innovation - 








a financial think-tank in 
London is looking for a 


Director of Studies 
recent graduate, some 
experience, strong academic 
background; -plus a curiosity 
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about the City. U.S. IMMIGRATION 
We specialise in finding jobs, businesses or 
www.csfi.org.uk properties which allow you to qualify for a 
and. our assoviate attorneys handle the 
Send CV visa processing. To kearn how we can help 
‘5 you, phone us at G01 954. 424-6071 
5 Derby a Y THD, Management Consulting USA Inc. 





1802 N, University Drive, 
Suite 100A, 
Fr. Lauderdale, FL 33322. 
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Use your PC to make 
phone calls over the 
Internet and save big! 
Supply us with your . 
telephone or fax number 
and we'll get right back to you. 
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Lahore, Pakistan 15-17 February 2000 


Supported by the United Nations Industrial Development Organization 
(UNIDO) and the United Nations Development Programme (UNDP), an 
international Investment and Technology Market (INTECHMART Pakistan 
2000) is being organised in Lahore from 15 10.17 February 2000. The Board 
of Investment (BOD, the Export Promotion Bureau (EPB) and the Federation 
of Pakistan Chambers of Commerce and Industry (BPCCD jointly invite 
potential foreign investors for one-to-one business discussions with Pakistani 
entrepreneurs. 








More than 100 specific. projects are on offer for industrial partnerships 
through equity joint ventures, technology tle-ups'and equipment purchases, 
buy-back arrangements, sub-contracting, marker access, joint RAD and other 
commercial linkages, covering: : 


+ Agro-based industry 

@ Leather and leather products .° 

+ Mineral processing and petrochemicals 

@ Textiles and garments DEUDE ES a 
+è Light engineering and information technolo 





FORMATION | g ECT PROFILES. FULL PROGRAMME, REGISTRADON 
EASE VISIT USSDO'S MART PAKISTAN 2000 WEBSITE AT 
hitp://wwew.unido.org/eventsall.chm 





Intechmart Pakistan Head Office: tt Intechmart Fakie, Backstopping Office: 
cio UNTO Representative Oiee UNIDO- HOQ, Vienna Imvenational Centre 
dad Floor, Sawdi-Pak Tower, a 2 RO: Box 300, A-400 

Jisnah Aveaue, llainabad, Pakistan. : Mienia, 
Tek 92-31-27 9155-74 (ex. 270 : ‘Tek 
Fax: 992-3 1-822 2467 Fak 5 
E-mail: ineechman@un.org.pk or kkhan@un wg pk E-mail ing 
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OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
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Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, the col- 
lective experience, skills and 
resources of more than 300 multi- 
skilled professionals including 
lawyers, chartered accountants 
and secretaries, economists and 
bankers are instantly accessible - 
wherever you are. 
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CYPRUS - Christos Vassiliades Attorney 
Tel: +357 (2) 673 211 
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E-Mail; icy@ocra.com 

MAURITIUS - Ashiq Bacha ACCA 

Tel: +230 211 5100 

Fax: +230 211 5400 

E-mail: imr@ocra.com 


SINGAPORE - Florence Nathan aas 
Tel: +65 535 3382 

Fax: +65 535 3991 

E-mail: isin@ocra.com 


HONG KONG - Raymond Choi MUA (Dip) 
Tel: +852 2522 0172 
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AUSTRALIA - Malcolm Cooper 

Tel: +61 (2) 9251 5822 

Fax: +61 (2) 9251 5050 

E-mail: ia@ocra.com 

USA AICS Ltd - Kevin Mirecki 85, 10, tq 
Tel: +1 (949) 979 3344 

Fax: +1 (949) 979 3300 

E-mail; iusa@ocra.com 


h 26 Offices Worldwide 


Freephone From UK: 
0800 269900 


Freephone From USA: 
1 800 283 4444 


www.o0ocra.com 
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OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whi:st our in-house 
management capabilities allow for added ccnfidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not Et them go up in 
smoke, please contact us today. 


+ 100's of Companies immediately available! 
s Full Management & Nominee Services 
s Secure Bank Introductions 

e Family Settlements & Asset Protection 
+ Trust & Foundetion registration 

s Fiscal Migratior 

e Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
e ULTRA COMPETITIVE FEES 


= = = — 
For. the ultimate TOS pranang / ottshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
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e-mail: Tek +351 291 202 840-8  Tel:+60 8 742 1644 
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e-mail: e-mail: 
sci@hibernian.pt scftrust@tm.net.my 


THE SCF GROUP 


N 
R XN HIBERNIAN TRUST & MANAGEMENT LOA ammm 


e-mail: 
oftshore@scfintl.iol.ie 


(A Furty Licenseo Taust & Manacement Co) 


‘CORPORATIONS IMMIGRATE TO CANADA 
in setting up Coporthons. General, Acron, “We Can Help” 

eat Std toner Col or wita for our FREE KIT Yours Eapencnce n immigrat 

(Delaware We provide confideatial The law firm of somje 
Ke quality service for o f kors ww somjen. com 
Ka T eee. 
511 Sheside . 

Esi $000: . BOSZ COIP -A SATAII 


OFFSHORE COMPANIES 
TRUSTS FOUNDATIONS 


Over 15 years of specalist company formation 
& management services. 
For a no-obligation ontidential consultation 
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OUTPUT, DEMAND AND JOBS America’sGpp grew at an annual rate of 5.8% in the fourth 
quarter. British Gop growth rose to 2.7% in the year to the fourth quarter. Japan's industrial- 
output growth slowed to 5.1% in the year to December. The euro area's rose to 2.8% in the year 
to November; its jobless rate fell to 9.6% in December, the lowest since October 1992, 


% change at annual rate 
GDP 


Industrial 
production 


The Economist poll 
GDP forecasts 


Retail sales 
(volume) | 
1 year 


Unemployment 
% rate 
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PRICES AND WAGES Japanese consumer prices fell again in December, leaving them 11% 
lower than a year earlier, Wages fell by 2.4% over the same period, a 1.3% fall in real terms. Italian 
producer prices rose by 2.8% in the 12 months to December, the fastest since April 1996.Canada’s 
were up by 3.9% and Spain’s by 3.8%, the fastest for four years. 
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% change at annual rate The Economist poll 
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*Not seasonally adjusted. ‘Average of latest 3 months compared 





8 JOBS It is no surprise that in the 1990s the 
fastest-growing OECD economy saw the 
biggest rise in employment. During the de- 
cade Irish Gpr expanded by more than 90%, 
an average annual rate of 6.6%, and employ- 
ment rose by more than 40%. Ireland no 
longer exports labour to other countries, 
but imports workers to fuel its economy. 
America’s strong economy pushed up em- 
ployment by about 14% in the 19908; but the 
Netherlands and New Zealand, as well as 
Ireland, created proportionately more jobs. 
Finnish and Swedish employment in i999 
was still lower than in 1990, thanks to deep 
recessions early in the decade. Britain's 
rank, below most other European coun- 
tries, seems surprisingly low. Employment 
peaked in 1990, was hit by recession and 


Employment 
% change, 1990-99 
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COMMODITY PRICE INDEX 
Fund buying pushed the price of 
nickel onthe London Metal Exchange (ime) 
to nearly $9,000 a tonne this week, its high- 
estlevel since November 1995. LME stocks of 
the metal have fallen to a nine-year low of 
42,300 tonnes. Stainless-steel production, 
which uses two-thirds of nickel output, is 
booming. But soaringdemand has not been 
met by new supplies. Seasonally slow ex- 
ports from Russia, plus production pro- 
blems at Australia’s new low-cost acid- 
leach plants, have caused a short-term 
squeeze on supplies. Australia’s Anaconda 
plant was operating at 16% of capacity in 
December, its new Cawse project at half ca- 
pacity. The nickel shortfall could reach 
50,000 tonnes in the first half of this year be- 
fore production catches up. Analysts pred- 
ict that prices could reach $10,000 a tonne 
by the end of March. 


1995100 % change on 
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ONEY AND INTEREST RATES The Federal Reene tasedi its federal funds rate by a quar- | @ PUBLIC FINANCES Between 1995 and 
er-point, from 52% to 5%%, on February and. Australia increased interest rates from 5% to 54%. | 1999 public finances improved in most 
| Euro-area broad-money supply growth quickened to 6.4% in the 12 months to December. | OECD countries. Several governments, in- 
Money supply ——— interest rates % p.a. (Feb 2nd 2000) cluding America’s, moved from deficit into 
surplus. Sweden’s general government 
fey | structural balance—ie, excluding spending 
nick ter Ae Se ITa De AT / | anderevenue that vary with the economic 
Sete o i oee T ATN E E T EEN Me ee ae cycle~improved by almost 9% of cpp be- 
2 i - ; oe tween 1995 and 1999. Greece, Italy, Britain, 
Canada and Denmark each saw their struc- 
tural balances improve by more than 5%. 
The big exception to the trend was Japan, 
whose structural balance worsened by 3.6% 
ofpe, as public borrowing soared thanks 
aaa | tO efforts to stimulate the country’s weak 

cept git Britain Ma Sources Commerzbank, Den Danske, IP. Morgan, Royal Bank of Canada, Svenska 


p. Westpac, Primark Datastream Rates cannot be construed as banks’ offers, economy. 
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| foc KMARKETS It was a good week for rich-country stockmarkets: 14 of the indices in our ta- 
ble rose in the week to February and. The Nikkei 225 index hit a 29-month high. Stockholm was 
_ the star performer, notching up gains of 5.5%; Paris rose by 4.5%. The Dow had a quiet week. 





_ Market indices ee eee % changeon O 
PS 1999-2000 one one record Dec 31st 1998 | 
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World bond market (Salomon) 


“Intake fern’, Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms 
aimon Brothers World Government Bond index, total return, in dollar terms 











TRADE, EXCHANGE RATES AND BUDGETS The euro fell to an all-time low of 96.86 cents on January 3ist. Its trade-weighted value was 
down by 1.1% in the week to February and. The euro area’s visible-trade surplus shrank to $64 billion in the 12 months to November; its current- 
account surplus slipped to $50.1 billion. Switzerland's visible-trade surplus was $0.7 billion in the 12 months to December. 








__Trade balance*, $bn_ CuO account Exchange rate Currency units Budget 
$bn The Economist poll “trade-weightedt per per per per balance 
fatest 12 mths % of GOP, forecast feb2nd year ago $ £ DM ewo % of 
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W EMERGING-MARKET FINANCE After’ 
plummeting in 1998, private capital flows to 
emerging markets are on the rise once again. | 
The Institute of International Finance (11£),a 
Washington-based bankers’ think-tank, 
predicts that just over $190 billion of private 
capital will flow into emerging economies 
this year. The lion’s share, $120 billion, will 
take the form of foreign direct investment. 
rpi flows have held up more strongly than 
have inflows of other forms of private capi- 
talin recent years. This year, however, port- 
folio equity inflows are also expected to-te- 
cover, rising from $17 billion in 1999 to some 
$34 billion. Private credit flows are expected 
to make an even bigger turnaround. In 1999, 
there was a net credit outflow of $7 billion, | 
driven in large part by a stampede by com- 
mercial banks out of emerging markets, 
Banks withdrew a net $40 billion from | 
emerging markets last year, after pulling out 
a net $50 billion in 1998. This year the flow 
from commercial banks is expected to be | 
slightly negative (a $3 billion net outflow). | 
But non-bank credit flows are rising again. 
The nr expects non-bank private credit in- 
flows (primarily bonds) to reach $43 billion 
this year. 





[ Inititute of international Finance 

E REGIONAL SHARES Net private capital 
flows into Asia are likely to reach $60 billion | 
this year, up from around $40 billion in 1999 
and a mere $6 billion in 1998. But Latin 
America will still get the biggest share of | 
private money: the nr expects the region to | 
receive a net inflow of $90 billion, or 46% of 
total private flows. Much of this will be con- 
centrated on Brazil, which the ir expects to 
receive a net inflow of almost $40 billion 
this year, compared with less than $20 bil- | 
lion in.1999. 
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A new way of thinking about life science 
From treating illnesses to curing diseases 


Every doctor wants to help patients get well fast. But, in sp 
of the major successes in pharmaceutical research, there are still many diseases for which doctors have no effective treatment 


cure. At Aventis, we are developing pharmaceuticals that will enable doctors to treat diseases more effectively. At the same tim 


we're working on a better understanding of what causes major diseases in order to develop pharmaceuticals to cure them. 
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The Emirates 
experience doesn't have 
to begin on the runway. With 
our complimentary chaulfeur-drive service* it can start at your doorstep. We offer the 
service to First and Business Class passengers flying to any one of a dozen destinations, 
and we'll have another car waiting for you at the other end. In between, of course, you'll 
have been offered the finest wines and cuisine and bee, enretuned by You, ow? Mule; panni} 
personal video system. Enjoy 
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developed countries, plus closer looks 
at palladium and pħtinum, economic 
forecasts, and foreign direct 
investment 


Economic and financial statistics on 25 
emerging economies, plus a closer look 
at Poland 






























Supporting secession 


Sir- Your preconditions for self- 
determination (“The rules of se- 
cession”, January 29th) are unfair 
because they apply to groups of 
people trying to secede but not to 
the states that suppress separatist 
movements. We ought to lend owr 
moral support to such states only 
if, first, there is no history of op- 
pression, mistreatment or dis- 
crimination against ethnic minor- 
ities within those states. Second, 
the regions trying to secede had 
not been occupied, taken by 
brute force or otherwise unfairly 
incorporated. Third, genocide, 
mass expulsions or forced assimi- 
lation were not carried out during 
the time of incorporation or at 
any time afterwards. 

SABIRZYAN 


New York BADRETDINOV 


Sin~When applying your rules 
of secession to cases currently on 
the international agenda, you 
swiftly dismiss Aceh as being just 
another Indonesian province 
with no good claim to nation- 
hood. In fact, until annexed by 
the Dutch in 1874, the sultanate of 
Aceh was a distinct and powerful 
state which at times controlled a 
large slice of Sumatra and chan- 
nelled much of South East Asia’s 
trade through its ports. Resistance 
against Dutch occupation was 
fierce and did not end, arguably, 
until 1903, some say a decade 
later. In the minds of the Aceh- 
nese, it never ended. 

Just as in other parts of the ar- 
chipelago, Aceh was forced inte 
the Dutch East Indies~later to 


L ETTE RS The Economist, 25 s Jamess Street, 


become Indonesia. We. now see 
how incomplete the process of 
national integration has been. 
That the dissolution of Indonesia 
would be a disaster for the region 
goes without saying. But it does 
not permit us to dismiss “na- 
tional” identities of proud and 
distinct people only because they 
are much farther away and less 
understood than, say, Chechnya. 
Berlin JÖRG SCHENDEL 


Ecuador and the IMF 


Sır— The Economist believes that 
the imr encouraged Ecuador to 
default on some of its debt and 
then dallied over coming to its aid 
(“A warning from Ecuador”, Jan- 
uary 29th). Neither of these asser- 
tions is true. The imr encourages 
countries where there are pro- 
blems to seek collaborative solu- 
tions with their creditors. This 
was also our advice to Ecuador. 
And far from dallying, the Fund 
has been in constant dialogue 
with the government during 
much of the last year, and even 
since the default on Brady bonds 
in September has offered finan- 
cial support, provided Ecuador 
carried out agreed-upon policy 
measures and was making good- 
faith efforts to reach a collabora- 
tive agreement with its creditors. 

These conditions have not yet 
been met~perhaps not surpris- 
ingly in the difficult political cli- 
mate--but the offer of support re- 
mains open. Ecuador's announce- 
ment of its intentions to move the 
economy to full dollarisation re- 
quires a fresh appraisal by the 
ime of how it can best help, but 
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the Fund stands ready to help in 
any way it can. A mission has 
been in Quito to provide tech- 
nical assistance in adapting fiscal 
and banking strategies to dollar- 
isation. IMF management looks 
forward to working with the au- 
thorities to support their econ- 
omic programme once suitable 
policies are indentified. 
THomas DAWSON 
Director 
External Relations 
IME 
a 


Washington, DC 


Franchised from afar 


Sır-—-Britains government in- 
tends to reduce the period of for- 
eign residence under which Brit- 
ons living abroad may still 
exercise the right to vote from 20 
years to ten (“Voteless in Mar- 
bella”, January 29th). Both figures, 
like the earlier five-year limit, are 
arbitrary and suggest that the 
right to vote is a gift, to be granted 
or withheld by the government of 
the day. In contrast, the French 
Senate and the Portuguese parlia- 
ment both have reserved seats for 
nationals living abroad. 

You suggest a reason for the 
measure may be that “most ex- 
patriates are presumed to be To- 
ries.” This often-heard view ig- 
nores the presence abroad of 
large numbers of teachers of Eng- 
lish, few of whom are likely to be 
Conservatives. In any case, since 
when have the presumed voting 
habits of a group been a reason to 
deny it the franchise? 

The measure now before Par- 
liament sets a dangerous prece- 
dent, as it will, however margin- 
ally, reduce the franchise. The 
view of the likes of Gerald Kauf- 
man mp, that all Britons resident 
abroad are tax exiles who do not 
deserve the right to vote, is tanta- 
mount to claiming that there is 
something inherently “unBritish™ 
about living abroad; surely a par- 
adoxical attitude considering Brit- 
ain’s imperial past. 
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says that in testing the constitu- 
tionality of modern law, the court 
should return to what the framers 
of the constitution originally 
meant in the late 18th century (as 
if anyone could know)” In one 
case this would be most useful: 
the amendment guaranteeing citi- 
zens the right to bear arms meant 
the right to bear swords, pikes 
and muskets. If the Supreme 
Court were to so interpret this 
amendment, gun control would 
be much easier. 


Fergus, 
Canada Herer ROBINSON 
Long in office 


Sin~-Mahathir Mohamad of Ma- 
laysia, in office for 18 years, is not 
Asias longest-serving elected 
leader ("Vengeance is Mahathir's”, 
January 2and). Abdul Gayoom, 
president of the tiny island re- 
public of the Maldives, has been 
in office since November 1978 and 
has been elected again for a fifth 
consecutive five-year term. 
Male, 
Maldives IBRAHIM HAMEED 
fl 


Variable geometry 


Sır —Bagehot (January 29th) tells 
us that Geoffrey Robinson is the 
“hypotenuse of a vicious triangle” 
between Tony Blair, Peter Man- 
delson and Gordon Brown. They 
are squaring up for a fight then? 


Surrey DENNIS WOODMAN 


Sir—Since Mr Robinson is evi- 
dently a geometrically curious 
fourth line of a triangle, and the 
hypotenuse at that, please clarify 
which of the three esteemed min- 
isters he is lying alongside (no in- 
nuendo please), and what are the 
policies or characteristics of the 
other two that have resulted in 
them lying at right angles to each 
other, Is this all part of New La- 
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Outline 
the future of 
communications 


Strategists 


Central London 


In the fast-moving world of 
communications, innovative 
thinking has never been more 
vital - and neither has the 
ability to make those visions a 
reality. Thaťs why BT is looking 
for people who combine 
imagination with acute business 
sense to join its Corporate 
Strategy team. 


In this role you will be 
building on BT's success; 
devising future strategy, with a 
particular focus on alliances 
and new wave markets to 
enable BT to realise its full 
global potential. Having impact 
and influence at board-level, 
you will have the opportunity 
to change not just a company 
but the whole marketplace in 
which it operates. 


Your background need not be 
in telecommunications, but you 
must have experience in a 
strategy role within a major 
business. Quite possibly you'll 
have an MBA or other 
business-related qualification 
and expertise in mobile 
communications or Internet & 


multimedia would be an 
obvious advantage. Key to 
success, however, is a broad 
knowledge base, a powerful 
intellect and a view of value that 
extends beyond the bottom line. 
You'll also have the ability to 
harness talent and expertise 
within the whole of BT and the 
credibility and confidence to 
operate at the highest levels. 


This is a chance to join a 


dynamic team at the heart of 
BT's continued success in the 
global marketplace. Our 
packages are designed to attract 
the highest achievers and our 
worldwide organisation 
provides massive scope for 
ambitious people. 


To find out more contact our 
retained consultants Talisman 
Information Systems 
Resourcing, Portland House, 
4 Great Portland Street, 
London WIN 5AA. 

Fax: +44 (0) 171 307 3101. 
Email: BTstrategy@tisr.net 
Please quote reference 
‘BT strategy’ on all 
correspondence. 
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‘PROGRAM OFFICER _ 
POPULATION AND FORCED MIGRATION 





The Andrew W, Mellon Foundation seeks a Program‘ Officer in 
Population and Forced Migration, The Program Officer will work 
primarily with the Foundation’s senior Program Officer in this arca 


A Ph.D. in a relevan field (or example, demography or international 
affairs), significant background in an administrative post, and experience 
living and working in a developing country: preferred, Master's degree 
considered if candidate has strong aptitude for research. Strong interest in 
building long-term research capacity, rather than in action-oriented 
research or advocacy desired. See our web site htp://www.mellon.org. 


Program Officers are expected to design new programs, sereen proposals. 
work with grantees, monitor financial and narrative reports, prepare 
written reports and grant recommendations for the Trustees, make site 
visits, and represent the Foundation when appropriate. Travel to 
developing countries is likely. Candidates should possess demonstrated 
ability in writing, organization and administration, and information 
technology. and have strony interpersonal skills, 


The Andrew W. Mellon Foundation is a non-profit organization that makes 
grants in the areas of tigher education and scholarship, arts and. culture, 
population, public affairs, and conservation, and the environment. The 
Foundation is an equal opportunity employer that offers a competitive 

ary, outstanding benefits, and excellent working. conditions, 
Nominations and applications, including a cover letter, restimé and salary 
history. should be sent to: 


Joan Hayes 
The Andrew W. Mellon Foundation 
140 East 62nd Street 
New York, New York 10021 


Applications will be accepted until this position is filled. 
Please no phone calls. 


The United Nations Office for Project Services (UNOPS) manages and. implements 
technical and financial assistance to support nations m their quest towards sustainable 
development 

Assignments under GEF China Wetlands Project 


UNOPS. designated by Government of China as implementing ageticy, is recruiting 
against a number of positions in Beijing and at four remote sites under this project 
aioting at biodiversity protection Of wetlands arvas, Government of China, UNDP. GEF 
and Government of Australia jointly finance the project. 


Detanted Terms of Refereney for the below positions are posted on 
hupywwwunops org my. Fielding for all positons will commence in 2000 with the 
CTA to be faded in “April May 2000, Total person months (p/n) are over the project 
duration of $ years, 


J Chief Technical Advisor (36 pim) 

2 Biudiversity Management Experts 
(2x 12 pan) 

1 Biodiversity Guideline Expert (8 pim) 
2 PAS ICZM Specialist (2 s 12 pany 

3 Training Specialist dotal of 48 pim) 


M&E Specialist (3 pim) 

L Database & GIS Specialist (4 pin) 
+ ft brearonmental Economist (3 pm) 
* dsovial Advisor {3 pam} 
* L Bidditg Espen (6 pint) 
Assignments in East Timor 


UNOPS is seeking curriculum: vitae from finndy commited and highly qualified 
individuals for mosdy short-ternt advisory assignments w East Timor partcularly in the 
use of, 


* Building, Ard Co-ordinabon and Management and Public adiunistration 
« Aid Coordination and Management 
« Public Administranon 


The minimum relevant professional experince required ts ten yours, Ability to.speak Tetum, 
Bahasa or Portuguese 14 an asset Assigninents are ander difficult hiv ig conditions with 
henited support 

Enterprise Restructuring in Mongolia 


UNOPS is seeking a Principal Advisor fora one-year resident assignment from April 
2000 in this UNDP project financed by the Dutch government The Principal Advisor 
will co-ordinate techdical assistance to len companies, help develop specific mdustry 
models and train national project staff Detaled Terms of Reference ate posted on 
VA LBs OTe Ay 


_ AY qualified and available for any of the assignments please send your full CV and 
coverbetter to Mr. Gerald Giiather, Portlolio Manager, UNOPS Asia Office at fax 
460 3 287 5655 or e-mail at geraldy@unops.org. 


The Inter-American Development Bank, 
the largest regional multilateral development institution, 
based in Washington, DC, is now reviewing candidates 
for the position of: 


OPERATIONAL SPECIALIST-—FINANCE AND ACCOUNTING 
(Location: HAITI) 


To support successful implementation of the Bank's programs through 
sound financial and accounting administration of projects, efficient 
disbursement of loan funds and institutional evaluation of projects in 
execution, Perform advisory, supervisory, and administration functions 
relatéd to Bank operations in the financial sector. Participate in the 
identification, promotion, preparation, and execution of related projects. 
Participate in the supervision of the institutional and financial aspects of 
Bank projects under execution Support project teams with regards to 
financial aspects of operations in preparation, 

REQUIREMENTS: Education: Master’s degree ih Economics, Finance or 
CPA (Certified Public Accountant) or similar license in Accounting, or 
related field. Experience: Six to eight years of professional ‘experience in 
one or more of the following areas: financial and accounting management, 
financial auditing, public administration or financial analysis, preferable in 
Latin America and the Caribbean countries; related experience in the 
formulation, design, supervision, execution, and management of projects. 
Languages: Command of the language of the country of post of duty 
(French) and proficiency in Spanish. Interested: applicants should send 
cover letter and resume (in duplicate), including salary requirements and 
three references, to: 

Inter-American Development Bank, Stop E0507 
Code: NA-0007-TE 
1300 New York Avenue NW, Washington, DC 20577 USA 
E-Mail: JOBS@IADBLORG 


As a reflection of its commitment to its borrowing member countries, the 
Bank may require staff to accept assignments in both country offices and 
headquarters. Only applications which best match the requirements of the 
position will be acknowledged. The IDB encourages gender equality in its 
hiring practices. 


OUTSTANDING YOUNG 
ECONOMISTS 


The Indecon Consultancy Group is the leading independent 
economic and strategic consultancy practice in Ireland. Indecon 
provides services to public and private sector organisations in 
Ireland and internationally. Our clients include government 
departments, international agencies and major commercial 
organisations and financial institutions. The practice also publishes 
the internationally recognised Indecon Public Policy Series. 


We are secking to recruit outstanding young economists to join our 
team at our Dublin office. Candidates should have a brilliant 
academic record, ideally including a PhD in economics and two or 
more years’ post qualification experience. Ideal candidates will 
probably be in their mid to late twenties and will be focused on 
applying their exceptional economie skills to commercial and policy 
issues, 


A commitment to applied analytical thinking and client service to 


world class standards is essential. 


In return we will provide a competitive reward package, an 
excellent working environment and the opportunity to be part of 
a team which is contributing to commercial and policy decisions 
at the highest level. 


Please reply in the first instance in strict confidence to C, Harold, 


Indecon Economic Consultants, Indecon House, Wellington 
Quay, Dublin 2. 


INDECON 
INTERNATIONAL ECONOMIC CONSULTANTS 
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Principal Economist STANDARD 
Research Services  &POOR'S 


EUROPEAN UNIVERSITY | 
INSTITUTE 


“for research and postgraduate training in the 
social sciences and humanities” 


anage the DRI. services ie the ocak rice 
< division, Leading the European team from London and 
-reporting to the Chief International Economist, the role 
focuses on producing top quality macroeconomic 


commentary & forecasts and country risk analysis. The Department of Economics wishes to make an appointment in the drea 


applied microeconomics. Whilst the department would preferito make an 
appointment at a senior level, suitably qualified individuals ‘at any level p 


Excellent written and verbal communication skills are of 
seniority are welcome to apply. 


paramount importance as the role involves liaising both with 
“clients and the media. Experienced in modelling and 
forecasting, you will have an extensive knowledge of the 
European economies, with particular reference to structural 
change and policy. The benefits offered are commensurate 
with those. offered by a large international organisation, the 
responsibilities of the post and your experience. 


Contracts are for four years, renewable once, The t institute isan: equal 
opportunity employer. Co Saa 


Interested candidates, please send your CV with covering 
‘fetter indicating salary requirements to: Lois Howarth, 
Human Resources, The McGraw-Hill Companies, 
Wimbledon Bridge House, 1 Hartfield Road, London 


439-055-4685. 332 
; +39-05540685444 
Email applypro@datacomm jue.it 


§W19 3RU, e-mail: lois howarth@megraw-hill.com internet www.iue.it 
web site: www.dri.mcgraw-hill.com x2 
A 


Address: European University Institute, Via dei Roccettini 9, 
1-50016 San Domenico di Fiesole, kaly 


A Division of The McGraw-Hill Companies 
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d INTERNATIONAL AFFAIRS 


DIRECTOR OF ANALYSIS AND RESEARCH 


CONSULTANTS 
Culpin Planning Ltd. (UK) 


The RUA (Chatham House) is an independent organization based in 
London with a worldwide reputavon for furthering the understanding of 
key international affairs lt works with the political, business aud 
academic sectors, NGOs and the media, Activities focus on the 
analysis of significant global issues and melude publications, seminars and 
workshops, as well as commercial conferences and general meetings 
addressed by world leaders, opmmion-formers and decision-makers 


Culpin Planning Ltd. provides. consulting services | 

in urban, regional and rural development planning. ff 
and management. The company works in Asia, Europe: 

and Africa from its regional offices in Thailand, 

Viet Nam, UK and Egypt and our clients include the 

Asian Development Bank; UN and donor bistatera 


As a member of the senior management ream. you will maintain and agencies, and public and private sector agencies in. 


enhance the Institure’s role as one of the world’s foremost sources of 
analysis and information on soternational affans You will eontribure to 
the overall strategic thinking of the Institute and inspite. oversee and 
coordinate ats intellectual ourput. You wall create and sustain an 
environment which encourages bold and innovative research, helping to 
determine the pace, shape and quality of the Institute's policy analysis 
and adenufying and anticipating the major issues n internauonal 
relations A first-rate communicator with strong leadership skill. you wall 
have knowledge and broad understanding of global policy issues, as well 
asa proven travk record of expertise m your own specialist area 


The successful candidate is likely to be from the itergational arena in 


one of the key sectors with which the Insmtute works, and will be 
expected to take up the post by September 2000 


For further details please write to the Assistant Director (House 
& Personnel), RHA, Chatham House, 10 St James's Square, 
London SWIY 4LE, or email dmargrett@riia.org 


Closing date for applications: 10 March 2000. 


ERONGOMISI PEBRLSABY AIH abou 


developing countries. 


Applications are sought from suitably qualified and f 
experienced consultants for positions with the company 
or for inclusion inour list of approved sub-consultants 
In particular we are interested to hear from: 


Development economists; 

Project economists and financial analysts; 
Development planners, 

Development planner /engineers: 
Capacity building specialists; 
Environmental planners; 

Social planners. 


To apply or to request further details please contact Ms- 
Umpuch Udomsup in our Bangkok office, on e-mail 
khwandaccess.inet.co.th or by fax no. (66 2) 254 1798 










_ Established in 1966 and headquartered in Manila, Philippines, the overarching goal of the ADB. 
‘is to reduce poverty and improve the quality of life of all people in the Asian and Pacific region. 
Our staff come from over 40 member countries of the ADB. We are seeking highly-skilled 
- professionals for the following positions: 


ENERGY SECTOR SPECIALIST 


The incumbent will support the ADB's energy sector program which is increasingly geared to 
address (i) efficiency ; (ii) governance; and (iii) commercialization and competition. The 
incumbent is expected to play an active role in developing and administering ADB-funded 
energy projects. 










































Applicants should have a postgraduate degree in Economics, Business/Finance and/or a 
degree in Engineering, with at least seven (7) years of relevant experience in more than one of 
the following areas:.(i).restructuring of public sector energy utilities including experience in 
commercialization and privatization; (ji) establishing regulatory frameworks; (iii) power pooling 
and energy trade; (iv) cross border energy trade; (v) demand forecast modeling; (vi) least-cost 
expansion models (vii) tariff setting and tariff calculation methodology and analysis of national 
affordability, and (vili) distribution analysis. Actual relevant experience with an energy utility 
would be an advantage. 


URBAN TRANSPORT SPECIALIST 


The position is responsible for performing the following core functions: (i). act as focal point of 
complex urban-telated issues including urbanization/urban economy, urban planning/devel- 
opment control, transport management or engineering for urban transit, highway, airport, and 
freight rail industries; (ii) identification and analysis of urban development trends concerning 
transport infrastructure, constraints and possibilities and corresponding interventions; the 
formulation and implementation of policies and strategies to meet the challenges of rapid 
urbanization in the region; and the effective design, development, appraisal and evaluation of 
urban transport projects in DMCs; and (iii) contribute to knowledge creation of urban issues/ 
problems, urban finance and municipal administration system, multi modal transport plan- 
ning and road network, modeling including sustainable mobility issues. 


Applicants should have: (i) a postgraduate degree in engineering/economics and/or related 
field preferably with multi-disciplinary skills; (ji) at least seven (7) years of relevant profes- 
sional experience in urban transport; (iii) proficiency with computer-based information; and (iv) 
excellent oral and written skills. 


lIinww.adb.org 


The ADB offers an internationally competitive salary paid in US dollars. Salaries and benefits 
are generally free of tax except for citizens of some countries, primarily the USA and the 
Philippines, whose incomes are taxed by their respective governments. Applicants should be 
nationals of one of the ADB's member countries. Women are actively encouraged to apply. 


For further information, please visit www.adb.org and look for Employment Opportunities 
under Business Center. 


Asian Development Bank 
http 


Send CV and cover letter by fax or mail quoting Ref. No. 00-07 by 
February 26, 2000 to: 


HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (63-2) 636-2444, E-mail: jobs@adb.org 


Only shortlisted candidates will be notified. 
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PRION as an independent, sw holaly research wis 
two international pe EWEG pur tills = A 


SOPRO seeks à new director to start on 1 March 2001 or shortly thereafter, Accarding to the 
statutes, the institute Director is appointed for a four-year term, with a possible r vat tor 
ane further term 


The Director i responsible for the management of the institute and reports to the Board 
The Director oversees the development and implementation of the Institute's strategies 


The suitable candidate fer this position should have 


r publications to an equivalent standard 
alevant to the Institute, combined with manageral 


A degree at doctoral te 
Sohd experience m regea: 
exPenence 

An ability ta value and assess scholarly and policy-relevant research as well as 
operational and traming activities in the field of conflict resolution. Direct expenence 
of conflict resolution and sor peacebuilding 6 an advantage, but not a requirement 
Strong leadership qualities 
Fund-raising skills and experience 

international experience and fluent oral and written English 


and social skills. 


contact Deputy t 
l. hidegpri 
WEDSILE WYA [arn 
pans and a IWO- page Mission sta 
PRI at 


nduding a CV, & 
„should be sent by 31 March 2008 9 to 


Fuglehauggata 11, 
NO-0260 Oslo, 
Norway 


The African Connection sesks an Executive Director and 3 
Expert Coordinators for its Regional Secretariat, located at the 
Development Bank of Southern Africa, n Midrand 
(Johannesburg), South Africa. The African Connection is an 
initiative of African Ministers of Communications seeking to build 
consensus on a framework and action plan for telecommunications 
development throughout Africa. 


EXECUTIVE DIRECTOR 





This position will report to the Ministerial Oversight Committee of the 
African Connection. Responsibilities include: setting-up/managing all 
policy, technical, and financial aspects of the Secretariat, guiding the 
formulation of an action plan for region-wide development of 
information infrastructure and application; creating institutional 
support for managing cross-country links and coordination, and 
promoting regional harmonization of regulations and standards. 

The Executive Director will also interact with the African Centers of 
Excellence to promate participation of regional expertise in building 
service capability to African Connection members’ needs, facilitate 
regional exchange/consultation on the best practice in information and 
communication policies; coordinate/expand support programs with 
international and bilateral donors; formulate specific assistance 
programs to member countries to support accelerated sector reform, 
and ensure the highest standards of governance in the use of funds 
entrusted to the Secretariat. 





Selection Criteria 

e Post-graduate degree in Telecommurications, IT, Business 
Management or Economics 

+ Demonstrated leadership in a corporate business environment at the 
regional and international levels 
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CLASSIFIED SALES EXECUTIVE 


LONDON 


The Economist is one of the world's leading international newspapers, 
specialising in international business, finance, current affairs and new: 
technologies. Founded in 1843, it has a strong reputation for its ; 
independence of ideas and defence of free trade. 

We have an opportunity if our global Classified Sales tearm for an. 
experienced sales executive having responsibility for sales in the UK 
and Europe. 

Reporting to the Classified Sales Manager and working closely with 
your team members, both in London and around the world, you will: 
have responsibility for revenues from worldwide business-to:business 
advertising, tenders, ansiouncemenits; property and book advertisement 
sales. You will also-be responsible for general. classified: advertising. 

You will need a minimum of 1 year's business-to-business or classified 
sales experience gained in a media sales environment. Educated to 
graduate level or similar, you will need excellent oral and written: 
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e Experience in dealing effectively at senior policy levels on a broad 
range of information infrastructure issues 

e Superior managerial, communications, negotiating and 
organizational skills 

e Recognized leader with an excellent professional track record 

e Proficiency in English and French desirable 


EXPERT COORDINATORS 

Responsibilities include supervising consultant work ee ina 
broad range of policy. institutional, and technical aspects of telecom 
information infrastructure development; interacting effectively with 
technical counterparts of member countries, donors, and investors, 
and creating effective technical backstapping capabilities for member 
countries. Candidates would be chosen to complement respective 
skill areas. 


Selection Criteria 

* Post-graduate degree in Economics, Finance, Engineering, IT, or 
Business Management 

e Strong communication, organizational, and technical skills 

Successful business experience in communications and information 
related fields at regional or international level 

è Ability to work in teams 


African Nationals ony. The African Connection offers competitive 
salary packages commensurate with the high leve of skills and 
experience required tor these posts. For consideracion, please forward 
your application by, March 24, 2000 to: Dr. Bane Maleke, 
Regional Manager, Southern Africa Business Unit, 

PO Box 1234, Halfway House 1685, South Africa. 

E-mail: irmaw@dbsa.org or connie@doc.pwv.gov.za 
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Wahid's big test 


FRAIL president, nearly blind from a 

stroke and with a tenuous grip on power, 
goes on a long overseas trip. While he is away, 
his most powerful general is accused in a gov- 
ernment report of involvement in atrocities. 
The president fires him, but he refuses to go. 
Meanwhile, fellow generals are said to gather 
for a clandestine meeting. Prepare to hear 
martial music on the radio and the announce- 
ment of a coup? Not so fast: this is Indonesia 
and its president is Abdurrahman Wahid. Al- 
though Mr Wahid may seem an unlikely per- 
son to face down the soldiers who once 
shored up one of the world’s most autocratic 
regimes, he may prove to be rather good at 
the job. The world should hope he is. 

In his stand-off with General Wiranto, his minister for se- 
curity affairs, Mr Wahid has reached a defining moment in 
his four-month-old government. If the president, who is due 
home on February 13th, fails to remove General Wiranto from 
his cabinet, he will be judged to have completely lost his grip 
on power. That could shatter what little confidence there is in 
Indonesia’s economic recovery. It could also inflame passions 
in the country’s provinces, several of which are convulsed by 
communal or separatist violence. 

The power struggle matters because at the heart of almost 
all of Indonesia’s problems lie the armed forces, and General 
Wiranto is their former commander. He is thus the most con- 
spicuous hangover from the 32 years of oppressive rule by ex- 
President Suharto. As long as he remains in the government, 
people will believe that the old order clings on. 

Perhaps the generals are not powerful enough, as Mr Wa- 
hid has claimed, to be able to mount a coup. But a coup was 
never the most likely threat. The real danger is the one that re- 
mains: a sustained attack on Mr Wahid’s ability to govern in 
the form of a campaign to destabilise the country. It is the sort 
of campaign that the armed forces have already shown them- 
selves quite capable of orchestrating. If Mr Wahid's gov- 
ernment can be made to look ineffective, then any soldiers 
anxious to recover their influence and privileges would soon 
see to it that their cronies took over the reins of power. 

Plainly, Mr Wahid needs to ease the armed forces out of 
politics. Yet, as much as he may want them to remain in their 
barracks, he also needs them to keep violence under control. 
If destabilisation is their aim, they will quickly stir things up, 
just as they did in East Timor when the territory voted last 
year to split from Indonesia. It was for their part in bringing 
about this mayhem that an Indonesian commission has 
bravely recommended criminal investigations of a number of 
officials, among them General Wiranto. 

Mr Wahid, a moderate Muslim intellectual, may well have 
realised that the publication of the commission's report 
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would mean he would have to sack General 
Wiranto. That he nevertheless chose to go 
abroad suggests that he took a calculated risk. 
The trip provided opportunities to show Mr 
Wahid hobnobbing with foreign grandees, 
and enjoying their declarations of support. It 
was also a sign of self-confidence. Even the 
long-distance order to sack the general may 
have been an unconventional show of 
strength. At the same time it was, like so many 
of Mr Wahid’s actions, soon clouded in ambi- 
guity. The president later said that “sack” 
might be a bit strong, but he would anyway 
“ask him to quit”. He also said General Wi- 
ranto would be pardoned if found guilty. 

Mr Wahid may be trying to confuse his enemies with his 
oblique ways. In the process he may also have achieved a 
more fundamental aim: to create the sort of atmosphere in 
which General Wiranto could save face and depart without 
causing further trouble. If that does happen, the president 
will have taken a major step towards putting the armed forces 
under civilian contro!. Already their power has been reduced 
(see page 25). The seats reserved for them in parliament are 
being phased out and for the first time in over 40 years Indo- 
nesia has a civilian as defence minister. 

But even if the general does go, the military threat will re- 
main. Such threats have been all too common in South-East 
Asia. Thailand endured umpteen coups before its most recent 
military government was driven out in 1992 by popular prot- 
est. The army remained a shadow over the politicians in the 
Philippines long after a “people power” uprising in 1986 had 
overthrown the dictatorship of Ferdinand Marcos. Both coun- 
tries now have strong democracies. Democracy throughout 
the entire region, however, would be strengthened if it could 
be made to work in Indonesia too (see survey after page 58). 


Push, but not too hard 


All of which presents outsiders with a problem. How hard 
should they push such an unorthodox leader as Mr Wahid 
when his country is so volatile? Perhaps not very hard, so 
long as he seems to be going in the right direction. Not every- 
one will be pleased, however, if the many crimes of the past 
are followed by neither punishment nor atonement. Pardons 
for those responsible for atrocities in East Timor may be ac- 
ceptable to some Timorese politicians, but perhaps not to the 
victims and their families. The un, which has carried out its 
own investigation, will also want to see some senior soldiers 
brought to book. If outside pressure can strengthen Mr Wahid 
in his pursuit of justice, it will be well justified. If it pushes 
him too far, the price might include all hope of building the 
world’s third-largest democracy. A fine judgment indeed. 
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= What is Europe? ~ 










Politics and economics alike are shifting in the region. The European 


model is not what it was 


ORGET geography, forget culture. The thing called “Eu- 
rope” that a dozen or more ex-communist and other coun- 
tries want to join, and with which they engage in formal talks 
next week, is about politics and economics. But Europe’s po- 
litical and economic order is by no means settled. It is shifting, 
_and more rapidly than would have seemed likely even five 
years ago. So pronounced is the recent change in fact that one 
may even question how distinctively European this Europe 
will seem in, say, another five years. 

In The Economist this week we look in turn at Europe’s 
new politics (pages 19-21) and Europe’s new capitalism (pages 
75-78). To a surprising extent, especially when measured 
against what politicians say, Western Europe's parties of the 
left, many of them now in power, are moving away from 
their traditional statist dogmatism towards a pragmatic, if re- 
-_luctant, recognition of unavoidable economic facts. At the 
same time, the global market for capital is encroaching on 
European boardrooms, which have traditionally run their 
companies as though shareholders were of little account, 
valuing order and stability (of managers’ careers, especially) 
over return on equity. If you were alarmed by these develop- 
ments, you would say that the tyranny of market forces is 
driving both changes, and that Europe’s social model— 
esteemed by Europe’s citizens, if not by global financiers—is 
in rapid retreat and must in the end be destroyed. Democracy 
loses; borderless capitalism wins. 


Next year’s model 


The prospect poses an enormous challenge to Europe’s gov- 
-. ermments, not least in thinking about what the new European 
~ Idea, if any, should be. The spirit that for years has animated 
the European project~-the striving for “ever closer union” 
draws in some quarters on distaste for and distrust of Ameri- 
.¢an might in business, diplomacy and arms. It cannot have 
escaped notice that, in economics and economic policy, the 
European model which seems in retreat is giving way to none 
other than the American kind, with leftist parties narrowing 
the gap between themselves and America’s New Democrats, 
and hitherto national markets for corporate control in Europe 
merging not merely into one u pool but into a truly global 
(that is, American-dominated) common market, forgive the 
expression. Put it this way: what is the point of “Europe”, if 
Europe is turning out to be just another United States? 

In certain obvious ways, of course, that is a fate devoutly 
to be wished. A stiff dose of American competition, innova- 
tion and enterprise is not something that only global finan- 
ciers should want to see in Europe. Europe’s citizens will also 
see the benefit, in lower unemployment and a higher stan- 
dard of living. It is precisely because Europe’s governments, 
and their voters, are at last coming to see this connection that 
moves are afoot to liberalise their economies. If the will of the 
people called for high double-digit unemployment and econ- 
omic backwardness, Europe’s democratic governments could 
carry on supplying both quite happily, global market or no. So 
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it is wrong to say that democracy is losing. People are voting 
for lower taxes, less public spending, a lighter hand of regula- 
tion: that is why hitherto leftist governments have made a 
start on delivering them. 

In all this, of course, there are difficult choices to be made. 
Labour and capital markets as ruthlessly efficient as Amer- 
ica’s offer more wealth but, for many at least, less economic 
security. If Europe’s leftist parties are correct, voters want to 
see the trade-off shifted towards wealth, but maybe not by 
much. And there is no reason why the degree of shifting 
should not vary from country to country within Europe. The 
“European model” may be bad as description (since the EU's 
economies do vary a lot), but as prescription it is positively 
harmful. Friendly competition among policy regimes—in the 
context of free movement of labour, goods, services and capi- 
tal—could in the end prove to be Europe’s greatest asset. Com- 
petition makes for better government, just as surely it makes 
for better business. 

That kind of rivalry, within a union of national systems 
sharing a common currency, would indeed stand as some- 
thing both promising and distinctively European. Unfortu- 
nately, it might require an even bigger adjustment than the 
one that is already under way. In Europe’s governments, con- 
sensus still tends to be valued above challenge, let alone com- 
petition—and among its politicians there is no consensus like 
Euro-consensus. 

The desire to speak for Europe, even when there is no 
merit in speaking for Europe, is illustrated by the remarkable 
response to Jorg Haider’s Freedom Party entering the Austrian 
government, a row that shows no sign of subsiding. Formally, 
the Eu’s 14 angry governments are having to ostracise Austria 
bilaterally, not through their club, of which Austria is a mem- 
ber in good standing. Yet Portugal’s prime minister, speaking 
as club president, still says Mr Haider’s party is “not suitable” 
to be in the ev. Belgium’s foreign minister says “Europe can 
very well do without Austria.” His French counterpart says 
“we can’t have trustful relations with a government which 
doesn’t completely share the same objectives of the European 
Union.” And so on. Never mind that such statements are 
likely to gain Mr Haider further support. The point is that 
Austria has broken no ru rules: there is nothing here about 
which “Europe” should have a view, one way or the other. 

So what is Europe? It is a union of democratic states, 
whose members must meet agreed-upon standards of politi- 
cal decency as well as economic competence. It is a co- 
operative venture, in which states accept a measure of mutual 
interference in specific areas. And it is a work in progress, 
which must constantly debate its direction, its speed and its 
geometry, and which must soon change its rules to accom- 
modate the applicants at its door. Its goals are, or should be, 
peace and prosperity in the region. They are plenty to be get- 
ting on with. For the foreseeable future, Europe will need no 
bigger Idea than these. 


THE ECONOMIST, FEBRUARY, 12TH 2000 


Up and down 


Although Japan’s economy is officially in recession again, it is 


stronger than it looks 


HE Japanese economy is following in the footsteps of the 

Grand Old Duke of York. Having marched up the hill, ear- 
lier last year, it now appears to be marching swiftly down 
again. After the massive fiscal stimuli injected into the econ- 
omy in recent years, along with near-zero short-term interest 
rates, Japan’s latest slump suggests that the economy is even 
sicker than originally thought. Below the surface, however, 
there are reasons to believe that it is slowly on the mend. 

In the first half of 1999, Japan’s Gop grew at an annual rate 
of 5.1%. But it then shrank in the third quarter, and the head of 
the country’s Economic Planning Agency has warned that 
GDP probably fell again in the fourth quarter of last year (offi- 
cial figures are not due until next month). Two consecutive 
quarters of contraction technically put Japan back into reces- 
sion. However, Japan’s Gpr figures are notoriously unreliable, 
swinging wildly from quarter to quarter and subject to large 
revisions. The official figures probably overstated growth dur- 
ing the first half of the year, and then overstated the slow- 
down in the second half. Some economists reckon that a bet- 
ter gauge is industrial production, which continued to expand 
throughout the second half of last year. 

For 1999 as a whole, Japan’s economy grew by an esti- 
mated 0.6%. Disappointing, yes, but better than the 1.1% de- 
cline expected by The Economist’s poll of forecasters in the 
middle of last year. This shows that fiscal policy does work. 
Indeed, one reason why growth stumbled in late 1999 is that 
by then the fiscal stimulus had been exhausted. The latest 
budget package will spur the economy again this spring. The 
snag is that with a budget deficit already at 8% of Gpr, the 
path of Japan’s public-sector debt now looks scary. Gov- 
emment borrowing cannot permanently prop up the econ- 
omy; private-sector spending needs to revive. 

Household spending has been depressed by continuing 
deflationary pressures: prices, wages and bank lending are all 
sabia i ad this, some on the Bank of ee s paky board 





South Africa goes for growth 


But President Thabo Mbeki is liberalising the economy too timidly 


OVERTY is the big problem facing South Africa, and 

Thabo Mbeki, the president, knows it as well as anyone. 
Moreover, eight months into his job, he shows signs of also 
knowing the solution: sustained and rapid economic growth. 
South Africa has not enjoyed such growth for years. To 
achieve it, Mr Mbeki realises he must liberalise the economy. 
Unfortunately, most members of his party, the African Na- 
tional Congress (ANC), and much of the electorate is instinc- 
tively hostile to capitalism. What can Mr Mbeki do? 

The president's tactic is to liberalise by stealth. Rather than 
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are talking about raising interest rates. Instead, the bank 
should be pursuing more aggressive monetary expansion, ei- 
ther through unsterilised foreign-exchange intervention or by 
buying government bonds. Not only would this help to take 
some of the strain off fiscal policy, but by adjusting the mone- 
tary and fiscal mix, it would also help to hold down the yen. 
The currency has in fact weakened over the past few weeks, 
but any renewed strength would risk choking exports. 


When they were only halfway up 


Fingers crossed, the recovery will resume this year. But what 
about Japan’s longer-term prospects? Because of political pro- 
blems, the government seems to be backtracking on some 
structural reforms. On the other hand, companies have not 
been daunted by this, and have pressed on with their own re- 
structuring. The 60% rise in share prices since the beginning of 
last year suggests that investors reckon that these changes are 
significant. In the short-term, the reduction by firms of excess 
capacity, labour and debts will admittedly constrain new 
business investment and squeeze workers’ incomes. But even- 
tually the changes will create new investment opportunities 
and boost growth. 

There is no denying that Japan’s structural problems re- 
main severe. And yet, contrary to what some claim, big 
changes are under way. Financial deregulation is forcing firms 
to focus on return on capital. Large inflows of foreign direct 
investment, notably in cars and telecoms, are boosting com- 
petition. The deregulation of retailing has spawned big, inde- 
pendent retailers able to force manufacturers to be more effi- 
cient. The Internet is also starting to spur price competition. 

In some ways Japan looks like America in the early 1990s, 
when businesses engaged in painful changes, and workers’ 
real incomes fell. Japan’s task is far bigger, but there is a silver 
lining round this cloud: the country’s potential for gains in ef- 
miey and potki is also much w Dagi: 
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confront his Marxist allies head on, he has co-opted the 
brightest by making them ministers or provincial premiers. 
Rather than making strident speeches about the need for free 
enterprise, he mouths crowd-pleasing denunciations of white 
racism and predictions that this will be the “African century”, 
whatever that may mean. Meanwhile, he moves slowly, and 
with minimal fanfare, to privatise state assets, to squeeze the 
public payroll, to curb the trade unions and generally to ad- 
minister the sort of liberal medicine South Africa needs. 

Mr Mbeki’s speech at the opening of Parliament on Febru- 
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ary 4th was typically artful. To provide a soundbite for the ra- 
dio stations which provide most South Africans with their 
news, he quoted an anti-black diatribe, found in an e-mail 
written by an unnamed white engineer, who complained 
that the “kaffirs” had stuffed up the country and lamented 
that aips wasn’t “working fast enough”, Having established 
that the monster of racism was still alive in South Africa, Mr 
Mbeki made an impassioned promise to fight it. After devot- 
ing much eloquence to this subject, he then quietly slipped in 
some important and controversial announcements: he prom- 
ised to speed up privatisation, to “right-size” the civil service, 
to crush illegal strikes and to review labour laws that have 
had “unintended consequences”. 

He did not give many details but, if he meant what he 
said, this is good news. South Africa is burdened with too 
many inefficient state-run monopolies; too many civil ser- 
vants; too many damaging wildcat strikes, called without 
holding ballots. Labour laws, designed to protect workers 
from unfair treatment, have made it so expensive to take on 
new employees and so difficult to lay them off that busi- 
nesses avoid hiring in the first place. Mr Mbeki now seems to 
be moving in the right direction on all these matters. In the 
past, however, promises to liberalise have been fulfilled 


The trouble with Ken 


To choose “Red Ken” as London’s mayor would be to push a love 


of mischief too far 


[T HAS been a delicious pantomime, and it will be a pity to 
see it end. But Londoners will soon have to ask themselves 
who they really want to be their mayor. Next week the La- 
bour Party will at last choose its candidate, and the capital's 
voters will have their final say in May. Is it worth their electing 
the wrong mayor just because it is such fun thwarting Tony 
Blair's attempts to choose one for them? 

No-—but it’s a close call. The prime minister has made a 
hash of devolution in London. He promised an elected 
mayor, but forgot about Ken Livingstone, the populist who 
led the Greater London Council (Guc) in the 1980s, and who 
became such a thorn in Margaret Thatcher's side that she shut 
London's government down. “Red Ken” now wants another 
go. He may yet win Labour's nomination, in the face of out- 
spoken opposition from his own party leader—Mr Blair. 

Last year in Wales, when Mr Blair used dubious proce- 
dural mechanisms to secure the victory of Alun Michael over 
a popular backbencher, voters responded by punishing La- 
bour in elections for their new assembly. Mr Michael, lacking 
a majority, was this week forced to resign (see page 60). In 
London, too, Mr Blair’s efforts to block Mr Livingstone have 
been counter-productive. Like King Lear, Mr Blair fails to 
grasp that you cannot give power away and still keep it. 

Mr Livingstone’s witty and relaxed manner —and his abil- 
ity to goad Mr Blair into displays of pink-faced rage—rightly 
commend him to many voters. But Mr Blair's loathing of him 
is not decisive evidence in Mr Livingstone’s favour. It is true 
that Ken is no longer as red as he was in the 1980s. (Who is?) 
Some of his new ideas for London, such as a proposal to issue 
bonds to finance investment in the Tube, are perfectly sensi- 
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slowly, fitfully or not at all. This time, will the promises be 
honoured more thoroughly and more quickly? 

Some observers argue that too much haste might imperil 
the whole exercise. The ruling alliance, made up of the anc, 
the South African Communist Party and the Congress of 
South African Trade Unions, is under strain. Left-wingers are 
furious at their steady marginalisation. Liberalising the econ- 
omy too vigorously might cause the alliance to split, and 
plunge South Africa into political uncertainty. Cautious ad- 
visers counsel gradual reform to avoid such turmoil. 


Be bold 


Mr Mbeki should ignore them. His position today is as secure 
as it is ever likely to be. He enjoys unquestioned control of the 
ANC and his mandate from the voters is even larger than the 
one Nelson Mandela secured in 1994. With their best leaders 
gone, neither the unions nor the Communists are offering a 
coherent alternative to Mr Mbeki’s policies. In any case, the 
ruling alliance is unlikely to split, because the leftists have no- 
where to go. And even if it did split, that might be no bad 
thing for democracy. 

So Mr Mbeki can afford to be bold. In fact, he cannot af- 
ford not to be. The problem of poverty is simply too pressing. 





ble. Nor was his stewardship of the Gic the unmitigated di- 
saster that New Labour now paints it as. But it was alas a miti- 
gated disaster, one marred by thoughtless mistakes such as 
extending uncritical hospitality to Sinn Fein at a time when 
the 1RA was setting off bombs in London. 

The big point about Mr Livingstone however is that, hav- 
ing once seen himself as a possible leader of the Labour Party. 
he sees himself now as the keeper of its socialist flame, and 
the job of mayor partly as an opportunity to renew this ideo- 
logical battle within the Labour family. 

He denies that this is his aim. But the amiable mask some- 
times slips. The sympathy he expressed in an unguarded in- 
terview for Seattle’s anti-trade demonstrators had the ring of 
authenticity. From the back benches he has been a vociferous 
critic of government policy, calling, amongst other things, for 
the resignation of Gordon Brown, the chancellor of the exche- 
quer. He claims to like businessmen, and many of them like 
him back. But from the under-reported fringes of party con- 
ferences, the would-be mayor of one of the world’s leading fi- 
nancial centres denounces people who earn big salaries. Does 
it really make sense for a city whose prosperity is built on 
trade and finance to elect a mayor who is instinctively suspi- 
cious, to put it mildly, of both? 

The last thing Londoners need is a mayor whose mission 
in life is to attack a Labour government from the left. If they 
really want to punish the control freak in Mr Blair, let them 
choose the competent Tory candidate, Steven Norris. He too 
would have some quarrels with Labour. But—remember 
Lear—-there is no feud as poisonous as a family feud. 
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Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile Phones 
have a lot in common. They both have international careers that benefited from attending a senior general management program 
at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 


Both these top executives are convinced about the high return on the investments they have made in executive education. If 
you want to capitalize on your leadership potential and give your company a leading edge you should carefully consider 
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Global business forum for the < 
6-day theme-based program for 
managers and teams. Offe 
of subjects from multiple e 
Starting date: June 2 


rd millennium 
individual 





Tel: +41 21/618 03 


rs personal selections 


42 Fax: +41 21/618 07 15 


Senior Executive 
Forum 
and alliances 
Jay forum for very senior managers 
No want to make their mergers, acquisitions 
and alliances succeed 


Starting date: February 23, 2000 








managing after the deal is 


Breakthrough Program 

for Senior Executives 

Corporate growth and personal effectiveness 
2-week general management program for 
international managers at executive committee, 
| who aim to lift the 
Is 


group or c 
business to new le 
Starting dates: June 5 or October 9, 2000 








of value creation 


Managing Corporate Resources 

Driving business unit success and shaping corporate futures 
3-week general management pro n, incorporating 
company projects, for expenenced executives who 
formulate or implement business unit strategy 


Starting dates: May 8 or October 30, 2000 





Real World. Real Learning’ 


Please contact Ms. E.W. Gonzalez at the International Institute for Management Development, Lausanne, Switzerland 


E-mail: info@imd.ch 


Website: http://www.imd.ch 


Ms. Pebody would also be pleased to inform you about IMD's Executive MBA program. 
For information about our full-time MBA program, contact 


Tel: +41 21/618 0298 Fax 


+41 21/618 06 15 E-mail 


mbainfo@imd.ch 


EUROPE’S NEW LEFT 


Free to bloom 


BERLIN, LONDON AND PARIS 


Europe is changing. In the political arena, the parties of the left—often without 
openly admitting it—are Dra ian Lag toe more friendly to the free market. In 
ya 


the business world, especial 


r the Vodafone-Mannesmann takeover, a 


new sort of corporate control is emerging. On pages 75-78, we look at the future 
of European capitalism. Below, we look at the new shape of the left 


RESHLY back in his office in Berlin, the 

government adviser was exasperated. He 
had just endured yet another round of 
preaching by Washington economists, and 
worse:a lecture by Tony Blair, prime minister 
ofa country whose people are less rich than 
his. Of all the indignities. “They just 
don’t understand us!” he sighed. 

Mr Blair had offended with a 
speech he had just made to the World 
Economic Forum in Switzerland. 
“Does Europe continue with the old 
social model, that has an attitude to 
social legislation and welfare often 
rooted in the 60s and 70s,” he asked, 
“or does it recognise that the new 
economy demands a re-direction of 
European economic policy for the fu- 
ture?” Europe's political leaders, he 
urged, should make a definite stand 
in favour of market reform. 

Britain’s prime minister seldom 
misses a chance to preach like this to 
his centre-left colleagues in Europe. 
His people grumble that he is often 
misrepresented: that his vision mixes 
markets with compassion, enterprise 
with faimess. The prickly Europeans, 
they moan, always forget that Mr 
Blair introduced a minimum wage 
and is reinforcing union rights. All the 
same, he has gone farther than any of 
his continental counterparts towards 
both accepting and promoting the 
principle of deregulation. 

The rivalry between those who 
yearn to deregulate Europe’s social 
model, and those who mean to de- 
fend it, is sharpening ahead of a summit of 
European Union governments in Lisbon on 
March 23rd and 24th. The political leaders 
are ostensibly there to discuss the renewal of 
the social model for the age of the Internet. 
As usual, they are likely to promise that all 
good things can be achieved at once— 
growth and jobs and competitiveness and 
compassion. And the old prejudices will pre- 
vail on each side. Opponents of the “Anglo- 


THE ECONOMIST FEBRUARY 12TH 2000 


Saxon” way will complain that it liberates 
enterprise only at the expense of equality 
and social cohesion. Opponents of the old 
European model, as practised in countries 
such as Germany and France, will counter 
that it shelters the poor at the cost of stifling 





economic growth. 

Ever since the centre-left swept to power, 
in Britain (1997), France (1997), Germany 
(1998) and Italy (1998), alarmist voices on the 
centre-right have been proclaiming a return 
toold socialist ways. The left, they predicted, 
would upset the trend towards deregulation 
at just the time when Europe's single market 
and single currency were about to offer the 
best opportunity Europe would ever have to 


shake up its listless economy. 

Some of those fears proved at once to be 
unfounded. All governing centre-left parties 
in the euro zone, constrained by the budget- 
ary rigour imposed by the single currency, 
now follow conservative macro-economic 
policies. And in Britain, by invading the cen- 
tre ground, Mr Blair has turned out to sound 
almost as market-minded on structural re- 
form as his Tory predecessors. 

But what of his continental counter- 
parts? Surely they still resist the idea that in- 
dividuals should be nannied less and look 
after themselves more? The traditional ap- 
proach has been summed up by Lionel Jos- 
pin, the French prime minister: “Yes to the 
market economy; no to the market society.” 
To exasperated outsiders, nothing so sym- 
bolises this ossified thinking as Mr Jospin’s 
own policy of forbidding businesses to em- 
ploy workers for more than 35 hours 
a week before overtime kicks in. 

Yet scratch beneath the surface a 
little, and matters begin to look 
rather different. Continental Eu- 
rope, under the leadership of a ma- 
jority of centre-left governments, is 
not clinging unchinkingly to old 
ways. The political boilerplate is de- 
ceptive. In fact, something more sub- 
tle is taking place: the gentle, grow- 
ing, if sometimes reluctant, recog- 
nition by Europe’s left that reform of 
the social model they did so much to 
develop is necessary. 


Tunnel vision 

Listen carefully, and an unfamiliar, 
continental accent can be heard 
these days echoing from the rooms 
of those who supply policy ideas to 
Mr Blair. Over the past six months 
there has been a quiet surge of visits, 
in both directions, between policy- 
makers in France and Britain. The 
Third Way, “new social democracy”, 
call it what you will, has been the 
subject of many recent think-ins. 
The usual suspects from Paris in- 
clude Aquilino Morelle, Mr Jospin’s 
speechwriter, Pierre-Alain Muet, his 
economic adviser, Jean Pisani-Ferry, 
economic adviser to the finance minister, 
Christian Sautter and Gilles Finchelstein, 
also from the minister's cabinet. 

At first, much of what took place at these 
meetings was the tradingof misconceptions. 
The French now take part on the basis that 
thisis a balanced exchange of ideas, and bris- 
tle at the hint that it forms part of Mr Blair's 
crusade to remould Europe in a liberal im- 
age. The British, who now scarcely mention 
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the word “socialism”, have begun to learn 
that they cannot breezily use terms such as 
flexibility, liberalisation or even privatisa- 
tion, since to French ears these sound like to 
tems of the conservative right. 

Nor will the French stand for any talk of 
the Third Way. Ever since Mr Blair and Ger- 
hard Schroder, the Social Democratic Ger 
man chancellor, published a joint pamphlet 
last year on the virtues of a market-led form 
of social democracy (which was met with 
much suspicion on the German left), Mr Jos- 
pin has distanced himself from the phrase. 
He turned up at one Third Way seminar in 
Florence last year only after much arm- 
twisting by Mr Blair—and after the British 
prime minister had agreed to attend the So- 
cialist International meeting in Paris shortly 
before. On a continent where “liberalism” 
carries a Thatcherite echo, there is nothing 
that so irks a French Socialist as the label 
“left-wing liberal”. 

Yet behind the differences of presenta- 
tion—the grandiose visions, the taboo 
words, the patriotic talk of defending Euro- 
pean values—the two sides have much in 
common. Take “welfare-to-work”, a policy 
Mr Blair has made much of and which bor- 
rows heavily, as does so much of his think- 
ing, from American experience. The British 
have gone farther than most in compelling 
those receiving welfare or the dole to seek, 
and accept, jobs. This measure is designed 
not only to lighten the welfare rolls, but toin- 
stil some sort of “moral purpose” into the 
lives of the unemployed. Combined with 
this is achange to the tax system introduced 
by Mr Blairs finance minister, Gordon 
Brown, whereby an unemployed person 
who supports a family gets a tax credit on 
part of his earnings when he accepts a job: 
“making work pay”, in the jargon. 

Continental Europeans, whose welfare 
systems are hugely generous in comparison 
with the British one, argue vigorously that 
their welfare state is what defines them as 
Europeans: an emblem of the values of soli- 
darity and social cohesion that set them 
apart from individualistic Americans. “Eu- 
ropeans are Americans who refused to take 
the boat,” declares Henri Wéber, a French So- 
cialist senator and regular participant in the 
debate on modernising Europe’s left: “We do 
not take the same risks; we have a need for 
greater security.” 

Yet Mr Jospin is well aware that the 
strains imposed on Europe's welfare system 
by acombination of stubbornly high unem- 
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ployment and a greying population make 
change inevitable. For the first time, his ad- 
visers now talk about the problem of “pov 

erty traps”, whereby generous welfare 
cheques discourage the unemployed from 
looking for a job. His economic team is work- 
ing on tax and benefit changes, along Mr 
Brown’s lines, to steer the jobless into work. 

Moreover, America’s stunning recent 
economic performance is beginning to per- 
suade the French that a more deregulated la- 
bour market need not lead, as they so often 
fear it will, to the creation only of low-paid 
petits boulots (odd jobs). In the past, the 
French have tacitly accepted that the price 
they pay for their insistence on tolerating 
only “decent” jobs is high unemployment: it 
currently stands at 10.6%, compared with 
5.6% in Britain and 4% in the United States. 

Today, it is still too costly for French em- 
ployers to hire many workers, because of a 
mix of a relatively high minimum wage plus 
the social charges they must pay on top. Yet 
where the government has loosened things a 
bit, employers have taken advantage: four- 
fifths of jobs created in 1998, when Gop 
surged by 3.2%, took the form of short-term 
contracts, precisely the sort of flexible work 
that Mr Jospin professes to distrust. 

A similar evolution can be detected in 
pensions reform. Mr Jospin may have spent 
over a year inconclusively reviewing how to 
overhaul the system: as in all western coun- 
tries, the ratio of workers (who pay today for 
their elders’ pensions) to pensioners is 
steadily declining. He may cling publicly to 
the rhetoric that private schemes, as urged 
upon him by Medef, the employers’ federa- 
tion, are divisive and too chancy for risk- 
averse Europeans. Yet even Mr Jospin lets it 
be known that “we are examining the idea of 
linking pensions with new forms of sav- 
ings.” If nothing else, the big stakes held in so 
many top French firms by American and 
British pension funds, which have invested 
eagerly in the perky Paris bourse, have 
brought home to the French government the 
implications of not nurturing French ones. 

Even France's high level of taxation, in 
the past a badge of both right and left in a 
country with a profound reverence for the 
state, is no longer sacrosanct. The French 
state still spends 52% of Gop, compared with 
40% in Britain and 30% in America. With one 
eye on the 2002 presidential election, Mr Jos- 
pin now promises tax cuts even for the mid- 
dle classes—a pledge once regarded by the 
left as a gift to the rich. Although plans to cut 


taxation on share options fell foul of the left 
last year, these too are on the table. 

All of which points to a more flexible, 
market-oriented social system unfolding in 
France behind the rhetoric. But only up to a 
point. Could the French consider going as far 
as the British, for instance, in limiting welfare 
entitlements? That, insist Mr Jospin’s people, 
would be “unthinkable”. 


Odd man out 


In all this spirited cross-Channel debate, one 
voice is notably absent: that of Chancellor 
Schroder. “We just don’t have the same con- 
tact with him,” concedes an aide to Mr Jos- 
pin. “We've lost touch with him,” admits one 
of Mr Blair's circle. It is curious, for both lead- 
ers, that this link is so weak. For the French, 
because of the traditional Franco-German 
axis, combined with a mutual sympathy for 
old-style social democracy. For the British, 
because the Labour Party helped Mr 
Schroder during his election campaign and 
beyond, thanks in part to a friendship be- 
tween Peter Mandelson, then Mr Blair's trade 
minister, and Bodo Hombach, then head of 
Mr Schröder’s chancellery. 

More curious still, both the British and 
the French privately admit that they cannot 
quite fathom what Mr Schroder is trying to 
do. Mr Jospin may disguise his moderisa- 
tion programme behind a promotion of old 
values. Mr Blair may dress up his practice of 
sticking to his predecessor's policies as a rad- 
ical modernising of Britain. But at least there 
is some coherence of approach. With Mr 
Schroder, matters are a lot muddier. “It’s a bit 
hard,” concedes a top economic adviser to 
Mr Jospin, “to tell what is the precise strategy 
of Chancellor Schroder.” 

Recent months supply just a few exam- 
ples of the policy slalom the chancellor 
seems to be embarked upon. In the space of 
just three months, Mr Schroder has with one 
hand stepped in to rescue Holzmann, an ail- 
ing building firm, in order to save jobs, and 
squealed—in the end, to no effect—that Vo- 
dafone’s bid for Mannesmann represented 
the sort of hostile bid that could upset Ger- 
many’s “consensus culture”. With the other, 
and thanks to his surprisingly bold finance 
minister, Hans Eichel, he has pushed an am- 
bitious parcel of budget cuts through parlia- 
ment, and proposed cuts in taxes on both 
personal incomes and corporations, which 
impressed even his detractors. 

Ever since he and Mr Blair published 
their pamphlet, the German chancellor has 
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gone off the idea of “vision”, and seldom 
talks these days of die Neue Mitte (the new 
middle), which was to have been his version 
of Mr Blair’s Third Way. There is nothing 
wrong with pragmatism, of course. But Mr 
Schroder does not seem to know where he 
wants it to lead. 

As a political operator, constantly 
weighing up chances and risks, he will do as 
much as his shaky political position, in co- 
alition with the Greens and as the head of a 
distrustful Social Democratic Party, allows 
him to—but no more. Insofar as he has re- 
formist convictions, they seem weakly held 
and date chiefly from his links to business: 
he sat on the supervisory board of Volks- 
wagen before he was elected chancellor. This 
instinct can prompt some shrewd decisions, 
as witness his tax cuts. But sym- 
pathising with the needs of business 
is not necessarily the same as believ- 
ing in the market, and Mr Schroder’s 
effort to prop up Holzmann showed 
that very clearly. 

Though he has nothing resem- 
bling Mr Blair’s tightly run Downing 
Street policy unit, the chancellor has 
gathered a few energetic people 
round him to ponder what changes 
are needed to the high-cost, job- 
poor, yet productive German econ- 
omy. Further income tax cuts are in 
store. So is long-term pension reform. 
“On the way to a knowledge econ- 
omy, the German labour market will 
have to become much more respon- 
sive to market forces”, concedes 
Klaus Gretschmann, Mr Schroder's 
economic adviser, who has worked 
in America at Johns Hopkins Uni- 
versity and the Brookings Institution. 
“But”, he adds, “we'll never have the 
sort of job structure the us has.” 

If his grasp of German business's 
desire for deregulation leads him to 
consolidate his modest efforts in this 
area, then Mr Schroder may just help 
German industry to improve its 
competitive position. That he was 
unwilling to exercise his right to fend 
off Vodafone’s acquisition of Mannesmann 
suggests that he knows he cannot stem the 
tide of European business in the name of na- 
tional interest or culture. 

But Mr Schröder cannot be counted as a 
firm believer in free markets. There is no 
sense, for instance, that he is prepared to bust 
the industry-wide union bargaining system 
that so hampers business competitiveness. 
Moreover, the timing of the Vodafone deal 
made that particular decision simple for 
him. He faces an enfeebled opposition: the 
Christian Democrats have been muted by 
their financial scandals. The economy is re- 
covering nicely: GDP could grow by up to 3% 
this year, after years of sluggishness. The 
party is under his thumb: the Social Demo- 
crats overwhelmingly confirmed him as 
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their leader at a congress in December. And 
the unions have been temporarily quiet- 
ened. If he finds himself once more up 
against the wall, as he was only last autumn, 
the chancellor might well lose his courage. 


The limits to liberalism 

Ifthe continental left is embarking on a quiet 
path of deregulation, a sceptical outsider 
might well ask, then what on earth are the 
French up to with their 35-hour week? The 
short answer is a heroic exercise in political 
symbolism. Mr Jospin was elected at a time 
of lacklustre economic growth, low con- 
sumer confidence and high unemployment, 
on a promise to create jobs, and as part of a 
restive coalition that includes Greens and 
Communists. By cutting the working week, 





the prime minister hoped both to boost con- 
fidence and jobs, and to satisfy his left-wing 
friends. 

Although it is debatable whether the 
jobs created in the French economy since the 
Socialists took power have had anything to 
do with the 35-hour week, the policy has at 
least achieved part of its design. The ımr last 
year described France’s consumer-led econ- 
omic upturn as “remarkable”. Moreover, 
employers have managed to wring conces- 
sions from workers over more flexible work- 
ing practices in return for the shorter week. 
In the latest ironic twist, as disillusion sets in 
among the unions at this unexpected conse- 
quence, it could turn out to be the employees 
who come to regret the policy most keenly. 

In short, there is often a startling gap be- 
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tween rhetoric and reality on Europe’s left. 
This is partly because coalition government, 
so common in continental Europe, severely 
restricts the centre-left’s ability to drive 
through new policies with impunity, as Mr 
Blair is able to do with his massive par- 
liamentary majority in Britain. 

Already, partly as an electoral reaction to 
“left-wing liberalism”, some parties are un- 
der pressure to move further leftwards. It- 
aly’s (ex-Communist) Democrats of the Left, 
for example, in a governing coalition under 
Massimo D'Alema, were once seduced by 
Mr Blair but may now veer further to the left 
in search of votes. Even Spain's Socialists, 
who once pioneered a moder variety of the 
centre-left, have signed a pact with the Com- 
munists in an effort to regain power in the 
general election next month. 

Liberalisation by stealth, if that is 
what is going on, is a perilous politi- 
cal exercise. It requires tremendous 
skill to ensure that gestures to the left 
are at once neither economically 
harmful nor politically empty. It 
takes patience in carefully construct- 
ing consensus, or at least compro- 
mise, in a continental political cul- 
ture of consultation. This is why the 
French and Germans are so much 
keener on paying intellectual hom- 
age to the Dutch than they are to the 
British. The Netherlands, with its 
tight-knit political culture, has man- 
aged to use a corporatist model to 
bring about a happy outcome: a con- 
sensus by politicians,employers and 
unions on wage restraint, part-time 
work and flexible practices has 
helped bring about a near-American 
mix of low unemployment, robust 
economic growth and low inflation. 

All the same, faith in deregulat- 
ing Europe’s social model has its lim- 
its. As continentals rightly point out, 
if what the British have is so great, 
then why are the Germans and 
French still richer, on average, than 
the British? Even after absorbing 17m 
poor easterners, Germans still feel 
rich and sense no urgency to tighten their 
belts. Moreover, in as much as Britain’s econ- 
omic restructuring in the 1980s was a success, 
it was a qualified one: preductivity, for those 
who do have jobs, is still lower than in 
France and Germany. 

In the end, the choice is a political one: 
how far should Europe's social model be 
protected from the “mercilessness” of the 
American version, given that such protec- 
tion carries an economic cost? Continental 
Europe's new leaders on the left may be the 
merchants of a more modern brand of so- 
cialism, but they are proud tocall themselves 
socialists nonetheless. And no amount of 
preaching by neo-liberals from across the 
waters will alter that. 

———— = = 
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Europe’s odd man 


Tension eased slightly between 
the European Union and Aus- 
tria, where Jorg Haider's far- 
right Freedom Party joined a 
coalition government: an Aus- 
trian minister was invited to 
attend an “informal” £u min- 
isters’ meeting in Portugal, 
which holds the Union's rotat- 
ing presidency. But some 
countries, including Israel and 
the United States, continued to 
snub Austria. 


Stipe Mesic, a reformer who 
was Yugoslavia’s last president 
before it started to break up in 
1991, was elected president 
of Croatia a few weeks after 
a reforming government took 
office there. He immediately 
invited 300,000 ethnic-Serb ref- 
ugees to return to the country. 


Tarja Halonen, a Social Demo- 
crat who had been Finland's 
foreign minister, was elected 
its first woman president. 


Yugoslavia’s defence minister, 
Pavle Bulatovic, a key ally of 
President Slobodan Milosevic 
in Montenegro (Serbia’s ju- 
nior partner within Yugo- 
slavia), was shot dead in a res- 
| taurant in Belgrade. 





In Russia, soldiers battled 

| Chechen rebels who fled the 
republic’s capital, Grozny. In 

| Moscow, a 40% rise was de- 

| creed in the minimum price 
of vodka. 


The suspected murder of a 
Spaniard, apparently by a 
Moroccan, set off riots against 
immigrants in southern Spain. 
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The field narrows 


As the campaign buses 
roared on in the United States, 
Steve Forbes, the third-running 
Republican, who had dipped 
into his own billions to fin- 
ance a quixotic campaign, de- 


| cided to withdraw. George W. 


Bush and John McCain 
seemed to be neck-and-neck 
in South Carolina, the next 
primary state. 


President Bill Clinton sent 
Congress a $1.84 trillion budget 
for fiscal 2001, proposing to 
use the (still notional) sur- 
pluses to expand health care, 
pay off the national debt and 
increase spending on defence. 
Republicans called it a ploy to 
help get Democrats elected. 





Hillary 
At long last, Hillary Clinton 
announced that she was defi- 


nitely running for the Senate 
from New York. 


Mexico's government plucked 
up the courage to send in po- 
lice to end a ten-month stu- 
dent takeover of Mexico’s 
National Autonomous 
University. Despite fears of 
violence, there was none; 745 
people were arrested, but 
most were soon released. 


In an effort to hasten peace in 
Colombia, government off- 

cials held several days of talks 
with FARC guerrillas at a secret 


| meeting-place in Sweden. But 





the war carried on: eight guer- 
rillas and two soldiers were re- 
ported killed near Bogota, and 
President Clinton asked the 

United States’ Congress to ap- 


| 
| 





aid for Colombia over two 
years. 


More trouble for Paraguay’s 
shaky democracy. The Liberals 
decided to pull out of an all- 
party coalition government set 
up after the vice-president’s 
assassination last March. 


General on strike 


Indonesia awaited a clash be- 
tween President Abdurrah- 
man Wahid and General 
Wiranto, who refused to re- 
sign from the government 
after being implicated in last 


| year’s wave of terror in East 


Timor. The un said it was 
seeking extradition of a militia 
leader arrested in West Timor. 


Russia’s foreign minister, Igor 
Ivanov, dismissed as “fantasy” 
the possibility of an early 
peace treaty with Japan to 
bring a formal end to the hos- 
tilities of the second world 
war. The two countries have 
been unable to agree on the 
future of four small Japanese 
islands occupied by the Soviet 
Union at the end of the war. 





All those on an Afghan air- 
liner which was hijacked to 
a London airport were re- 
leased. The hijackers also sur- 
rendered, amid speculation 
that most on board sought 
asylum and not a political 
goal. Police arrested 19 people. 


The tiny Pacific island-state of 
Nauru agreed to “review” its 
banking system after the Un- 
ited States said that Russian 
criminals were using it for 
money laundering. 
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In their latest drive against 
drug dealing, Philippine po- 
lice shot dead in a Manila 
street four men from Hong 
Kong who were said to be 
traffickers. | 





Back to battle 





sAn ae ‘ 
Fighting escalated in Leba- 
non. Israel, six of whose sol- 
diers have been killed recently 
in the slice of south Lebanon 
it occupies, bombed three 
transformers that provide 
power to Beirut, Tripoli and 
Baalbek. 


ee 


A newly released official re- 
port acknowledges that Israel’s | 
security service tortured Pal- 
estinian suspects during the 
1988-92 uprising. 


The un Security Council 
agreed to increase its peace- | 
keepers in Sierra Leone from | 
6,000 to 11,000. This will make 
them the largest UN force in 
current operation. | 


Hissène Habré, a former 
Chadian dictator, was indicted 
for “torture and barbarity” by 
a court in Senegal, where he 
has been living since he was 
overthrown in 1990. 


At least 35 people died when 
the heaviest rains for 50 years 
fell upon Mozambique and 
then spread elsewhere in 
southern Africa. Some 100,000 
were left in need of assistance: 
several villages and thousands 
of hectares of farmland were | 
washed away. Parts of South 
Africa and Botswana were 
badly affected. 
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earlier agreed merger 
ith Warner-Lambert. 





The Royal Bank of Scot- 
land was on the brink of pip- 
ping Bank of Scotland in their 
bids for NatWest. sos may it- 

self now be vulnerable to a 
takeover. 





| Britain’s Vodafone Air- 
Touch, a mobile telephone 
company, succeeded in its bid 
to acquire Germany's Mannes- 
mann, creating the world’s 
biggest mobile telephone com- 
pany. The new firm will have 
to sell Orange, another mobile 
telephone firm, that Mannes- 
‘{-mann bought in October. 


The European Commission 
said it would investigate a 
proposed merger between 
Veba and Viag, two German 
energy ie Sins despite 
German regulators requesting 
| jurisdiction. This will allow 
| thedeal to be considered in a 
“wider European context, not 















Manne Films, once the 
leading British maker of tacky 
horror flicks, is set to return 
from the dead. A group of 
private investors said they had 
bought the company for an 
undisclosed sum, intending to 
revive tv and film production 
and exploit Hammer's back 
catalogue through the Internet. 


| 
| 
a 
| 
| 
| 
| 
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just for its impact in Germany. | | 


| Shares i in Nike, an American 


owned airline, announced se- 
vere cost-cutting measures as 
profits sank to nearly nothing 
for 1999 and its share price 
crash landed. The company 
blamed a string of problems at 
Malpensa, Milan’s new inter- 
national airport. 


Making the news 


Reuters, an electronic-news 
organisation, revealed long- 
awaited plans to exploit the 
Internet by making its finan- 
cial information available on- 
line and developing Reu- 
ters.com as a business 
information site for retail in- 
vestors. Reuters’ shares 
jumped on the news. 


BSkyB, a British satellite-rv 
company, announced plans to 
invest £250m ($403m) in de- 
veloping its web strategy 
which will include offering 
high-speed Internet access as 
part of its service and e-com- 
merce ventures. 








sportswear company, fell by 
18% in one day after it an- 
nounced profits below expec- 
tations and disappointing 
sales forecasts, The company 
particularly blamed falling de- 
mand for its sports shoes in 
the fickle youth market. 


Lawyers filed a lawsuit in 
America on behalf of two to- 
bacco wholesalers alleging that 
major American cigarette 
manufacturers have fixed 
prices since the early 1980s. 
The law firms are hoping to 
attain class-action status in or- 
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Alitalia, Italy’s partially state- | der to represent all injured 








| companies. 


PepsiCo, an American snacks 
and drinks company, reported 
net profits up by 26% to 
$494m in the fourth quarter of 
1999, Surpassing expectations. 
It also said it would split its 
Frito-Lay International snacks 
division into two regional 
groups in an attempt to:boost 
snack sales outside America. 


Marne et Champagne, 
France’s second-largest pro- 
ducer of bubbly, which. re- 
cently launched a bond issue 
to raise €396m ($392m); an- 
nounced plans to float later 
this year. The company. which 
could be valued at over 
€400m, plans to use the 
money to finance further wine 
production and, inevitably, In- 
ternet ventures. 


The European Commission 
began investigating Win- 
dows 2000, a forthcoming 
Microsoft operating system for 
personal computers, following 
claims that the system was de- 
signed to discriminate against 
some software from other 
manufacturers. 


Hackers targeted majer web- 
sites in a series of attacks 
aimed at disrupting business, 
though no group has claimed 
responsibility. E*Trade, eBay, 
buy.com, Yahoo!, Amazon and 
CNN Interactive all suffered to 
varying degrees. 


Exchanging places 


American investment bank 
Morgan Stanley Dean 
Witter and OM Group, op- 
erators of the Swedish stock 
exchange, stole a march on 
competitors by announcing a 
€100m ($99m) joint venture, 
Jiway, aimed at bringing day 
trading to Europe’s masses. 


Gold prices headed upwards 
following an announcement 
by Placer Dome, a large Ca- 
nadian mining company, that 








it would suspend its hedging 
programme of forward sales, 
removing about zm ounces of 
gold from the market. The 
price slid back after Barrick, 
Canada’s largest gold pro- 
ducer, failed te follow suit. 






























































Foreign direct investm 
grew by 25% to $827 billion in 
1999, driven primarily by 

cross-border mergers and ac 
quisitions according to figures 
released by unetan, Britain.” 
replaced America.as the: big- 
gest outward investor for the- 
first time since 1988. 
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American productivity 
continued to keep pace with. 
the booming economy after a 
fourth-quarter boost left pro~. 
ductivity up 2:9% in 1999, the 
highest rise for seven years. | 
Rising productivity means tha 
wage increases. can be accom: 
modated in a tight labour 
market with a much reduced: 
likelihood of inflation. 


Japan’s GDP fell 3.9% on an 
annual basis in the third quar- 
ter of 1999. The head of the 
country’s Economic Planning’. 
Agency, Taichi Sakaiya, said 
Gpp probably fell again in the 
fourth quarter leaving Japan 
in a technical recession. 


The Bank of England unsur- 
prisingly raised British inter- 
est rates by a quarter of a 
point, to 6%. it was the second 
increase this year and the 
fourth in the past six months. 
The Bank has changed rates 16 | 
times in 33 months since being 
made independent. 
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ASIA 


Waiting for Wahid 


JAKARTA 


A top general defies the president and refuses to resign. Yet Indonesia’s 
democracy, though shaky, should endure 


HE showdown, when it comes, may not 

be explosive. That is not the style of Ab- 
durrahman Wahid, Indonesia’s president. 
While on a 16-day overseas tour, he has tried 
repeatedly to dismiss General Wiranto from 
his cabinet. He has even asked the country’s 
new civilian defence minister to give the gen- 
eral his marching orders. But General Wi- 
ranto stubbornly refuses to go and says he 
wants to talk to Mr Wahid when he returns to 
Jakarta on February 13th. Although fears of a 
coup have subsided, the stand- 
off reinforces deep concerns 
about the stability of Indone- 
sia’s new government. 

General Wiranto became 
commander of the armed 
forcesin the final months of ex- 
President Suharto’s rule, which 
ended in May 1998 when he 
was persuaded—by General 
Wirantoamongothers—to step 
down. The general wielded 
considerable power during the 
subsequent 17-month transi- 
tion to democracy, and at one 
point seemed poised to be- 
come vice-president. It was 
popular outrage over the 
army’s continuing role in poli- 
tics that helped prevent it. 
When Indonesia's newly 
elected parliament chose Mr Wahid as presi- 
dent last October, he promptly removed 
General Wiranto from his command posi- 
tion and made him minister for political and 
security affairs. It was hardly enough to ce- 
ment the new president’s control over the 
armed forces. But, as expected, a report last 
week by a special commission investigating 
atrocities in East Timor gave Mr Wahid his 
chance to sideline the general. 

The report found evidence that elements 
of Indonesia’s security forces were in ca- 
hoots with pro-Jakarta militias in East Ti- 
mor, during and after the referendum on in- 
dependence last August. When nearly 80% of 
East Timorese voters chose independence, 
the militiamen unleashed a wave of vio- 
lence. The report not only accused some sol- 
diers of directly helping the militias, but also 
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Wiranto prepares to meet his president 


blamed senior members of the military com- 
mand, including General Wiranto, for at best 
doing too little to prevent the bloodshed. 

The commission also recommended 
that the attorney-general should investigate 
those who might be culpable and consider 
bringing charges. Mr Wahid had already said 
he would ask General Wiranto to resign if 
the report implicated him. When it did—the 
president was in Switzerland—he publicly 
called for the general's resignation. 





Although he repeated this several times, 
Mr Wahid fudged the issue so that it was un- 
clear whether General Wiranto was being 
sacked or told to step down during the inves- 
tigation. That may be because he wished to 
leave the general some room for manoeuvre. 
On only one point has Mr Wahid been con- 
sistent: that he will grant the general a par- 
don if he is convicted. 

Yet General Wiranto has continued to ig- 
nore the presidents wishes. The general 
maintains that the report into the atrocities 
is misguided, that he is innocent and that 
there isnogood reason for him to go. On Feb- 
ruary 7th he told Singapore's Straits Times 
that he was concerned that his resignation 
might “be interpreted as an admission of 
guilt”. General Wiranto has said he wants to 
talk to Mr Wahid about it. There are few 





doubts about the outccme. “It’s hard to 
imagine that he won't step down—ulti- 
mately,” says Harold Crouch, who studies 
Indonesia’s armed forces at Australian Na- 
tional University. 

Although Mr Wahid s expected to win 
the power struggle, his handling of the epi- 
sode has been criticised a: home. Not only is 
he spending far too muck time abroad, peo- 
ple complain, but he alsc says the strangest 
things. This week the president recounted a 
bizarre story about a plan to assassinate him 
that General Wiranto hed warned him of 
during Mr Suharto’s years. In Jakarta, people 
quickly refined this toa statement of support 
for the general, and dismissed the details as 
of no consequence. 

Mr Wahid also caused a stir when he 
claimed that several generals had held a se- 
cret meeting without teling him, although 
there was no evidence of this. When Mr Wa- 
hid claimed that he had -eached a ceasefire 
agreement with the exiled 
leader of < separatist group 
from the province of Aceh, it 
was discounted even before 
the rebel leader concerned had 
denied it. 

Mr Wahid’s supporters 
maintain that such statements 
are not for mass consumption 
but unfortunately get beamed 
around the world. They say he 
remains the right man for the 
presidency because of his leg- 
endary mastery of Indonesia’s 
political shadow-play. If de- 
mocracy is to prevail, they ar- 
gue, outsiders will have to live 
with this _avanese mumbo- 
jumbo. As for Mr Wahid 
spending too much time 
abroad, tha: seems wide of the 
mark. Indeed, if the past fortnight has shown 
anything, it is that the presidency is strong 
enough to withstand his absence. 

Yet, if Mr Wahid is torestore any kind of 
stability, he needs co-operation from the 
armed forces. It is harde” to gain control of 
such an organisation, spread across Indone- 
sia’s vast archipelago, than it is to keep the 
tanks off the palace lawr in Jakarta. Mr Wa- 
hid has already taken some important steps, 
such as appointing a civilian defence minis- 
ter. But he is still a long way from removing 
the armed forces from pclitics completely. 

The appointment o7 Admiral Widodo 
Adisujipto to General Wiranto’s old job as 
commander of the armed forces is helpful. 
But he was in some ways.a compromise can- 
didate—not too threaten ng to either Mr Wa- 
hid or the general. And the decision to move 
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| denounced the army's extensive political 
links, into an unimportant post is much less 
comforting. General Wiranto’s influence has 
forced Mr Wahid to move gradually, 

If and when General Wiranto goes, Mr 
Wahid will be able to tip the balance further 
his way. The annual promotion round at the 
end of March would provide an opportu- 
nity: all being well, navy and air force officers 
could again be favoured, as they have re- 
cently, to promote a balance with the army. 
And perhaps the president may be able to 
change a couple of senior posts sooner than 
that, especially if another military man is 
chosen to fill General Wiranto’s shoes as 
minister for political and security affairs. 

Mr Wahid will also have some delicate 
decisions to make about how to handle the 
army’s past misdeeds, While picking his way 
through the difficult legal issues, he must 
also convince the vast majority of the men in 
uniform that only the worst offenders are his 

“enemies. And he needs to manage all this 
without giving the UN a pretext to hold a tri- 
bunal on the events in East Timor. At present 
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SALT 


HE East Timorese leader Xanana Gus- 

mao reminded the world this week 
that his newly independent country is still 
in a terrible mess. Mr Gusmao is making a 
tour of neighbouring countries to: appeal 
for more aid than East Timor is getting at 
the moment. In Malaysia, he gave 
warning that his homeland wasina 
“period of emergency”, Most 
houses do not have roofs, the result 
of the wrecking policy practised by 
the departing Indonesian troops 
and their militia allies. Few towns 
have electricity. Malnutrition is rife: 
Around 150,000 East Timorese are 
still in camps on the Indonesian 
side of the border, watched over by 
the militias. 

The National Council for Tim- 
orese Resistance, the nearest East 
Timor has to a government-in-waiting, 
cannot see how it can provide even basic 
services for nearly ım people with 35 local 
doctors. The council’s officials talk of coffee 
exports and eco-tourism, but such ideas 
are a distant prospect. For the next few 
years, it seems, a temporary UN adminis- 
tration will remain in place until the East 
Timorese get some experience of govem- 
ment. The World Bank estimates that re- 
building the economy will cost up to 
$300m over the next three years. 

uN peacekeepers have now taken over 
from the multinational force that arrived 
last September. The good news is that most 
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Agus Wirahadikusumah.. a a jeneral: who has 


the un is holding back because of Indone- 
sia’s desire to stage the proceedings itself. 
On top of all this is the separatist cam- 
paign in Aceh, where killings continue, and 
religious violence in the Molucca islands, not 
to mention the battered state of the econ- 
omy. But before Mr Wahid can tackle these 
issues, he first has a general to sack. 
tpl acon atta cs ee th aaa hn sienna 


Taiwan 


A deceptively 
quiet election 


OR only the second time, on March 18th 

the people of Taiwan will go to the polls to 
elect their president. Four years ago, Lee 
Teng-hui won a convincing 54% of the vote 
to become Taiwan’ first president to be pop- 
ularly elected. The three leading candidates 
this time-—Lien Chan, Mr Lee’s vice-presi- 
dent and protégé, James Soong, an indepen- 
dent outcast from Mr Lee’s National Party, 


East Timor tries to pick up the pieces 


of East Timor is secure from attack, al- 
though the enclave of Oecussi remains vul- 
nerable to militias based in West Timor, 
which is still part of Indonesia. Mr Gus- 
mao, a former resistance leader who was 
jailed by Indonesia, says he does not want 





PHILIPPINES 


PACIFIC 





East Timor to have its own army. He would 
prefer to leave security to a police force. 
Anyway, there are more urgent decisions 
to be taken. There is no national currency: 
for now, the dollar has replaced the Indo- 
nesian rupiah. There is no official language. 
Portuguese, Indonesian Bahasa and Eng- 
lish are used, along with local languages. 
Whois to be president? Mr Gusmao in- 
sists he does not want the job, although he 
would probably be acceptable to most East 
Timorese. He says modestly that his experi- 
ence as a guerrilla fighter does not qualify 
him as a political leader. The national 
council, a volatile group united only togain 





and Chen Sh 





jan of the opposition 
Democratic: Progressive Party (ppp)--are - 
straining to distinguish themselves in a tight 
and bad-tempered race. But at least one irate — 
participant has stepped back from the fray. - 

Four years ago, China was lobbing mis- 
siles into the sea-lanes off Taiwan, which it 
claims as its own, so as to frighten voters 
away from the assertive Mr Lee. But the mis- 
sile mischief backfired. Mr Lee won deci- 
sively, and last year annoyed the Chinese 
even more by calling for relations between 
the two to be conducted on a “special state- 
to-state” basis rather than in the “one- 
China” framework insisted on by the Chi- 
nese government. China’s rocket-propelled 
interference also provoked the United States 
to throw a protective arm round Taiwan, 
sending two aircraft-carrier battle groups to 
patrol the seas nearby. Since China’s hopes 
of recovering sovereignty over the island de- 
pend on persuading the Taiwanese to play 
along, while loosening their ties with Amer- 
ica, a rethink was in order. 

This time China has repeated its warn- 
ing to Taiwan that a move to independence 





freedom from Indonesia, finds it hard to 
agree on other possible candidates. Some 
of its members fought one another in a civil 
war before Indonesia invaded the former 
Portuguese colony in 1975. 

In the meantime, the East Timorese 
envy the well-heeled foreigners who pa- 
tronise the handful of restaurants that 
have sprung up in Dili, and which offer 
menus too dear for the locals. The lack of 
jobs has encouraged crime. On Feb- 
ruary ioth, after a recent bout of vi- 
olence, uN police officers were is- 
sued with side-arms. A legal system 
is still under construction. Eight 
judges and two prosecutors have 
been hastily trained to get a fledg- 
ling court system running. But no- 
body wants to be a defence lawyer, 
just in case the defendant is a mi- 
litiaman. 

The nearest precedent for the 
UN mission in East Timor is the UN’s 
administration of Cambodia in the 
early 1990s, when that country was trying 
to recover from the devastation caused by 
the Khmers Rouges. That experience is not 
encouraging, especially if measures to get 
the economy moving fail and East Timor 
becomes, as Cambodia did, highly depen- 
dent on aid. The Cambodian experience 
also presents another worry. The country 
became a centre for all sorts of interna- 
tional crime, from drug-running to paedo- 
philia. Bordering Indonesia and close to 
northern Australia, and with many of its 
people living abroad, South-East Asia’s 
newest country may find that, if nothing 
else pays, itis at least suited to smuggling. 
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ASIA 


would mean “war”, but has 
also offered to resume the talks 
that were broken off last year 
in a fit of pique at President 
Lee’s “state-to-state” musings. 
Meanwhile, all three of Tai- 
wan’s presidential contenders 
have been sounding concilia- 
tory too. Last month Mr Lien 
declined to repeat Mr Lee’s 
“state-to-state” formula, say- 
ing that Taiwan simply wanted 
“parity” in talks with China. 
He also offered to ease trade re- 
strictions if political relations 
improved. Mr Soong has 
talked of concluding a 30-year peace treaty 
with China, followed by a 20-year transition 
to some sort of unity. Even Mr Chen of the 
ppp, which officially backs independence, 
has said he would press neither for formal 
independence nor for a referendum unless 
China resorted to force. 

So is peace about to break out across the 
Taiwan Strait? Far from it. Having recovered 
sovereignty over both Hong Kong and Ma- 
cau, China’s Communist leaders are all the 
more anxious to gather Taiwan into the fold. 
Yet they can see that, whoever wins next 
month’s election, Taiwan’s democratic cre- 
dentials and its economic success create an 
ever-widening gulf with the mainland. 

They were thus delighted, and Taiwan 
dismayed, when on a visit to China in 1998 
President Bill Clinton explained that Amer- 
ica did not support Taiwan's formal inde- 
pendence, even while insisting that China 
and Taiwan should manage their differences 
peacefully. Mr Lee’s “state-to-state” formula 
was his answering raspberry. Now Congress 
has joined in. The House of Representatives 
last week passed the Taiwan Security En- 
hancement Act, which, if it passes the Senate 
and overcomes a threatened presidential 
veto, will tighten America’s military ties with 
Taiwan. This at a time when China is already 
angry that theatre missile defences being 
mooted to defend America’s troops in Japan 
and Korea could some day be used to defend 
Taiwan against China. 

As Mr Clinton has pointed out, Con- 
gress’s attempts to micro-manage America’s 
defence of Taiwan may yet do more harm 
than good. Yet in many ways China has only 
itself to blame for all this. Its missile firings in 
1996 helped win support for missile defences 
in both America and Taiwan. The House 
vote, and a forthcoming debate in Congress 
over whether to grant China permanentnor- 
mal trading relations (previously, if mislead- 
ingly, known as most-favoured-nation sta- 
tus), are seen by China’s critics as levers to 
restrain its behaviour. 

Meanwhile, the Clinton administration, 
anxious not to seem soft on China in an 
American election year, is mulling the sale of 
new defensive weapons to Taiwan and pre- 
paring next month to bring a resolution criti- 
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Lien and Lee try parity 


by ak >w PRYE +h 





cal of China’s human-rights record before 
the un Commission on Human Rights. Even 
if Taiwan's presidential election goes 
smoothly next month, don't rule out another 
crisis in the months ahead. 

— — a 





South Korea 
Cleaning up 


SEOUL 


ISILLUSIONED by politicians who have 

ignored calls to speed up reform, South 
Korea’s civic groups have rolled up their 
sleevesin an attempt tocleanse the country’s 
political system themselves. Citizens’ Soli- 
darity is an alliance of 470 groups that is 
seeking to influence the general election due 
on April 13th. Its members have staged street 
marches and, most alarming for the politi- 
cians, have published the names of 114 mem- 
bers of the National Assembly and candi- 
dates hoping to win a seat who they claim 
are “incompetent, corrupt and idle”. 

Although its street protests are illegal, 
many South Koreans, including the presi- 
dent, Kim Dae Jung, appear tosupport the al- 
liance’s action. Its campaign may even help 
the country’s democracy to mature. The 
blacklisted politicians are not so sure. Some 
are taking Citizens’ Solidarity to court. 

The alliance was moved to action by the 
long delays to several reform bills, including 
a new anti-corruption law, caused by the 
bickering of certain politicians. And already 
it can claim to be having some useful effect: 
on February 9th, parliament at last passed a 
series of changes to the election law. Even so, 
the revisions do not go far enough for the 
civic groups. They want Mr Kim to use his 
power to reject the reforms. 

The civic groups can also take the credit 
for another, admittedly small, step: party 
leaders will now probably make the selec- 
tion procedure for parliamentary candi- 
dates a little more open. 

Citizens’ Solidarity says it expects most 
of the politicians it has blacklisted will fail to 
be nominated by their political parties for 
the coming election. That, however, may be 
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too optimistic, especially now that other 
organisations, including trade unions, are 
jumping on the bandwagon with their own 
blacklists. In the end, with so many blacklists 
trying to shame politicians, party leaders 
may simply choose to ignore them all and se- 
lect the candidates they think are most likely 
to win. 

Moreover, with passions now inflamed, 
the civic groups may have an even harder 
time with another objective of their cam- 
paign: discouraging voters from accepting 
cash or gifts from candidates. This year po- 
litical candidates are expected to spend on 
average 1 billion won ($900,000) on self-pro- 
motion and buying votes. That is ten times 
their legal campaign-spending limit. 

There is also the risk of a backlash. One of 
the blacklisted politicians is Kim Jong Pil, 
who masterminded a military coup in 1961, 
and who is now the leader of the United Lib- 
eral Democrats (uLD), the junior partner in 
the ruling coalition. His party has de- 
nounced the blacklist as the result of a “con- 
spiracy” between the civic groups and the 
president’s ruling party aimed at getting rid 
of the up's leader. Both Citizens’ Solidarity 
and the president's party deny this. 

Voters in Mr Kim Jong Pil’s stronghold in 
the Chungchong region, however, appear to 
believe that there is indeed a conspiracy and 
are rallying behind him. Many are demand- 
ing that the uLp should end its alliance with 
the president's party, which is strong in the 
Cholla region of the country. Regional ani- 
mosity is deep-rooted and will remain so as 
long as politicians continue to encourage it, 
says Park Won Soon, the secretary-general of 
Citizens’ Solidarity. 

He is unrepentant about the rumpus his 
groups have caused. Having tried unsuccess- 
fully to be allowed to attend parliamentary 
subcommittees to monitor the country’s leg- 
islators, the civic groups had no choice but to 
resort to street demonstrations and the cre- 
ation of a blacklist, he says. But he is already 
finding that South Korea's political culture is 
strongly resistant to rapid change. 
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A new fashion in protest 
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ASIA 
Bangladesh 


Tighten up and 
clamp down 


DHAKA 


NEW public-security law in Bangladesh 

has drawn howls of protest from oppo- 
sition leaders and human-rights campaign- 
ers as the country prepares to receive its first 
visit by an American president next month. 
The Public Safety Act, passed in January, will 
allow the authorities to imprison those they 
call “terrorists” and “enemies of the state” for 
up to 90 days. Opposition parties fear it will 
be used to detain their members. 

Khaleda Zia, the leader of the biggest op- 
position group, the Bangladesh Nationalist 
Party (BNP), calls the new act a “black law”. 
She should know. The phrase was originally 
used by the governing Awami League, when 
it was in opposition, to describea similar law 
introduced by a former snp-led govern- 
ment. That law lapsed in 1994, and the gov- 
ernment says the new one will not be used 
for political purposes. But it seems tailor- 
made to break the general strikes that the op- 
position often supports. Last year, the coun- 
try lost at least 30 working days to strikes. 

Among the law’s provisions is a long jail 
sentence for blocking traffic or barricading 
roads. Special tribunals will dispense justice 
more speedily than the existing courts, many 
of which are burdened with huge backlogs. 
The government complains that the courts 
grant bail too easily, though judges say the 
police often frame charges poorly, so they 
have little choice but to dismiss them. Hu- 
man-rights campaigners say the new law 
evokes memories of military rule. 

Mr Clinton, however, wants to encour- 
age Bangladesh to remain a market democ- 
racy. America believes that what is now one 
of the world’s poorest countries could be- 
come a middle-income one. It would like to 
see Bangladesh, whose reserves of natural 
gas are said to be as big as Indonesia’s, export 
gas to energy-hungry India. Nationalism, 
however, gets in the way. Two American 
delegations last year failed 10 persuade the 
government of the wisdom of exporting, 
given the limits of the home market, and no 
decision on the Indian market seems likely 
until after Bangladesh’s general election, due 
next year, unless Mr Clinton proves persua- 
sive. Even so, several multinationals, among 
them Unocal, an American company, have 
already invested in Bangladeshi gas. 

More foreign investment could help to 
bring order to the economy, much of which, 
notably the energy sector, is a mess. For ex- 
ample, at least 40% of electricity consumed 
in Bangladesh is not paid for, either because 
bills are ignored or because power is illegally 
drawn off in what are called “system losses”. 

Despite the fanfare that will greet Mr 
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Clinton, relations between Bangladesh and 
the United States have not always been cosy. 
The State Department has criticised Bangla- 
desh’s purchase of Russian jet fighters. And 
the United States, along with most aid do- 
nors, including the European Union and the 
World Bank, has noted what it has called 
worrying levels of corruption and crime. The 
outgoing British ambassador pointedly re- 
marked in a newspaper interview that the 
countries that give Bangladesh about $1.5 bil- 
lion a year in aid had an interest in knowing 
how their taxpayers’ money was being 
spent. The complaints may get louder. 

——— ee: 





China’s Uighurs 


A train of 
concern 


OSH, KIRGIZSTAN 


VERY afternoon since the start of Janu- 

ary, Train 608 has rumbled out of the sta- 
tion at Urumqi, the provincial capital of 
China’s Xinjiang region, and headed east- 
wards packed with passengers. Its direction, 
like its purpose, is deceptive. Beyond a chain 
of rugged mountains, it swings south and 
then west. Ahead is a 30-hour journey across 
1,000km (620 miles) of the Taklamakan Des- 
ert. The destination is Kashgar, once a fabled 
oasis on the Silk Road and one of the remot- 
est cities on earth. 

The extension of the railway to Kashgar 
was opened last year. The 6 billion-yuan 
($725m) project was the centrepiece of 
China’s ninth five-year plan for its far-west- 
ern territory. The government in Beijing says 
the railway will help the economic develop- 
ment of the vast region, which covers one- 
sixth of China, though it is home to less than 
2% of the population. Most of Kashgar’s mer- 
chants would probably agree: a railway pro- 
viding a cheap and reliable freight service 
will boost trade and their profits. 

China’s motives, however, are mixed. 
Xinjiang is a rich source of oil, minerals and 
farm products for its booming coastal econ- 
omy. More important, the region is China’s 
gateway to the huge energy reserves in the 
former Soviet republics farther to the west, 
such as Kazakhstan and Turkmenistan. The 
railway will help exploit the region’s natural 











wealth as well as strengthen ties with Cen- 
tral Asia, Already the road linking Kashgar to 
Osh in Kirgizstan is being improved. An am- 
bitious railway route through the surround- 
ing mountains has also been surveyed. 

In return for the prospect of greater trade 
and a more dependable conduit to the out- 
side world, rather than routes through Rus- 
sia and Afghanistan, the Central Asians ap- 
pear to have agreed to do the Chinese a 
favour: they will keep under their thumb 
any exiled Uighurs in their own countries. 
Fifty years ago, the Uighurs were the largest 
ethnic group in Xinjiang, accounting for 76% 
of the population. The Chinese represented 
only 7%. But after Mao’s revolutionaries in- 
corporated the short-lived Uighur republic 
of East Turkestan into China—and espe- 
cially after the railway from China reached 
Urumqi in 1960—the government encour- 
aged Chinese immigrants to settle in the 
north-eastern half of Xinjiang. More than 3m 
came and now they are a majority. Many of 
the Uighurs, who still predominate in Kash- 
gar, fear the new railway will result in a simi- 
lar influx, swamping their Muslim culture. 

The Chinese government accuses Ui- 
ghurs living abroad of supporting a separat- 
ist campaign in Xinjiang. In Baren in 1990 
and at Gulja in 1997, a smouldering rebellion 
against Chinese rule burst to life, only to be 
brutally put down. Attacks on transport 
links and government targets appear to have 
diminished since 1998 amid reports of Ui- 
ghurs being imprisoned or executed. In one 
case, a prominent Uighur businesswoman, 
Rabia Kadir, was detained for several 
months for allegedly talking to foreigners 
about separatist activities. Her son was sent 
toalabour camp. Several oases in the volatile 
south-west have been under a tight security 
regime for more than three years. 

Unlike the better known Tibetan inde- 
pendence movement, expatriate Uighur 
groups have been struggling for some sem- 
blance of unity. One reason for this is that 
the Uighurs have lacked an authoritative 
leader since the death in 1995 of Yusuf Alpte- 
kin, a former official in their short-lived re- 
public. Last October, however, the first Ui- 
ghur National Congress assembled in 
Germany. Though Mr Alptekin’s son Erkin, 
the most eligible and eloquent proponent of 
the Uighur cause, has refused to lead the con- 
gress, he may change his mind. If he does, the 
Uighurs could establish a body that might 
claim to be a government in exile. 

Not that it could expect to win 
much support from foreign gov- 
ernments, still less persuade the 
Chinese to pack their bags and get 
out of Xinjiang. But if the Uighurs 
do begin to speak with one voice, 
at least their claims of cultural an- 
nihilation may be heard a little 
less faintly above the rumble of 
the new railway. 
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Its one thing to analyze the vast forces of change in 
business today. It’s quite another to have the vision to 
actually drive that change. From finance to marketing, 
leadership to electronic commerce, Wharton’s acclaimed 


faculty has helped to shape and direct the trajectory of 


the global economy. And that integrated visionary 
thinking is precisely what makes Wharton Executive 
Education both relevant and valuable. Some of the best 
minds in business are in Wharton’s classrooms. Join them. 


Wharton 


The Wharton School 
University of Pennsylvania 


Strategies for E-Commerce 

May 21-26, 2000 

Marketing High-Tech Products, 

Software, and Services 

June 18-23, 2000 

Web Metrics: 

Making the Most of Your E-Commerce Data 
June 27-30, 2000 


Global Marketing Management 

July 30 - August 4, 2000 

FOR A COMPLETE PORTFOLIO OF COURSES: 
215.898.1776 or 1.800.255.EXEC, ext.2486 
http://wh-execed. wharton.upenn.edu/2486.cfm 
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Prepared for the cyber-paced 
business world? 
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offers a one-year full-time 

accredited MBA program in English, 
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Management and High-Tech 
Entrepreneurship. 
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* Knowledge management 
+ New Venture Financing 
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THE ENPC MBA 
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AMBA 


at the Ecole Nationale des Ponts et Chaussées 


founded in 1747 


The ENPC MBA is a 13-15 month full-time or 2 year part-time 
MBA programme in English at one of the most prestigious 
Grandes Ecoles in France. The ENPC MBA culture is international, 
innovative and entrepreneurial, fostering a strong sense of ethics 


and contribution through business. 


Participants choose European, 
American or Pacific Basin options 
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experience abroad. 


International Faculty 


drawn from a roster of outstan- 


Multicultural Environment 


75 students represent an average 
of 27 nationalities. ENPC is 
located in the heart of Paris. 


Entrepreneurial Spirit 


Each student builds his own cur- 
riculum based on their professio- 





nal objectives. 
: ; 4 ding professionals and entrepre- 
Scholarship Competition neurs from around the world. 


Sponsored by 


Telecommunications Magazine 
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Learn Another 
Language on 
Your Own! 


Learn to speak a foreign language fluently on your own and at your 

own pace with what are considered the finest in-depth courses available. 

Many were developed by the Foreign Service Institute of the U.S. 

Department of State for diplomatic personnel who must learn a language 

quickly and thoroughly. Emphasis is on learning to speak and to understand 

the spoken language. A typical course (equivalent to a college semester) includes an album of 10 to 12 audio 

cassettes (10 to 18 hours), recorded by native-born speakers, plus a 250-page textbook. Some of our courses: 

O Albanian $135 O German! $185 O Lithuanian $165 UO Slovak $225 

O Arabic, Saudi $185 © German!il $155 O Mandarin $185 O Spanish, European $125 
O Egyptian $185 O Greek $185 O Mongolian $225 [Latin American! $185 
OMoroccan $245 O Hebrew $255 [O Norwegian $135 [Latin American II $165 

O Bulgarian $265 O Hindi $145 O Persian $185 O Swahili $155 

O Cantonese $225 [O Hungarian $225 O Polish $195 O Swedish $225 

O Catalan $225 O Italian $185 Portuguese, O Tagalog $325 

O Czech $155 O Japanese $185  OBrazilian O Thai $225 

O Danish $155 O Khmer $245 O European O Tibetan $295 

O Dutch $155 O Korean $225 O Romanian $135 O Turkish $225 

O Estonian $295 O Lakota $185 O Russian $255 O Ukrainian $225 

O French I $185 O Latin $160 [O Serbo-Croatian $225 [O Urdu $195 

O French II $215 O Latvian $225 O Shona $225 O Vietnamese $245 


Full 3-week money-back guarantee. Credit card orders call toll-free: US & Canada 
1-800-243-1234 or fax 1-888-453-4329. Visit & shop online www.audioforum|.com, e-mail: Say pene eB Bee Room X209, 
RX209@audioforum.com. Telephone (203) 453-9794, fax (203) 453-9774 or mail check WONG EOCIRUIY 96 Broad St, 
or money order. Add $29 for air mail shipments overseas. Our 29th year. Ask for our free THE LANGUAGE SOURCE Guilford,CT 
52-page Whole World Language Catalog with courses in 103 languages. 06437 U.S.A. 


Also available are these briefer 
courses consisting of 2 to 4 cas- 
settes plus book or phrase guide: 
Afrikaans$22 
Azerbaijani, $55 
Basque, $45 

Bengali, $40 
Indonesian, $55 

Irish, $90 

Kazakh, $55 

Kurdish, $45 

Lebanese, $50 

Malay, $55 

Nepali, $20 

Scots Gaelic, $90 
Southern Sotho, $22 
Tibetan (brief), $40 
Uzbek, $55 

Zulu, $22 
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The road ahead for McCain 


ON THE STRAIGHT TALK EXPRESS IN CALIFORNIA, MICHIGAN AND SOUTH CAROLINA 


Every election year, the week after the New Hampshire primary can turn an 
electoral jolt into a political insurgency. John McCain is doing just that 


OMETHING remarkable is stirring in 

American politics. In California and 
Massachusetts, state offices are over- 
whelmed with Democrats and indepen- 
dents wanting to change their registration so 
that they can vote for John McCain. In Mich- 
igan, a Catholic priest, Joseph Gembala, in- 
terrupts a meeting of Mr McCain’s suppor- 
ters, saying, “I have mass in 20 minutes,” and 
asks the Arizona senator to sign a copy of his 
autobiography. As he hurries out, Mr Gem- 
balasays that Mr McCain is the first Republi- 
can he has ever decided to vote for. “I know a 
lot of Democrats who are going to vote for 
this guy.” The senator's campaign headquar- 
ters is getting 1,000 e-mails a day saying the 
same thing. 

American politics is littered with the re- 
mains of outsiders who surprisingly won the 
New Hampshire primary in the winter 
but were forgotten by the spring. In 
1984, Gary Hart, a Democrat from Col- 
orado, won New Hampshire in Febru- 
ary but then discovered that he could 
not deny Walter Mondale the party’s 
nomination. In 1992, a rank outsider, 
Pat Buchanan, won the Republican 
primary, boasting that the peasants 
were storming the party with pitch- 
forks. The pitchforks punctured his 
own bubble in South Carolina a few 
weeks later. Even the most powerful 
insurgent of them all, Ronald Reagan, 
failed to topple the establishment can- 
didate (Gerald Ford) in 1976. That is the 
measure of John McCain’s task as he 
sets out on his famous bus, the Straight 
Talk Express, to wrest the Republican 
nomination from the Republicans’ fa- 
voured son, George W. Bush. 

The first week after New Hamp- 
shire is a vital test of whether a cam- 
paign can turn from electoral upset to 
wide appeal. Messrs Hart and Bu- 
chanan failed. Mr McCain has not. 

As his campaign manager, Rick 
Davis, says, “Campaigns are won one 
day at a time, and we have won the 
past few days.” Although Mr Bush was 
the predictable victor in the Delaware 
primary this week, Mr McCain won 
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what you might call the expectations con- 
test, attracting 25% of the vote without even 
setting foot in the state. Steve Forbes, who 
won Delaware in 1996, came third and 
dropped out of the race. 

Most of all, the opinion polls revealed a 
remarkable surge in Mr McCain’s support. 
Two days after his New Hampshire victory, 
he drew level with Mr Bush in South Caro- 
lina, the next state to vote, having been 20 
points behind a month ago. A poll in Michi- 
gan, which votes three days after South Car- 
olina, showed the two in a dead heat. In Jan- 
uary, Mr Bush had been 34 points ahead. 
And, in the two biggest states which go to the 
polls on March 7th, Mr McCain narrowed 
yawning gaps: in California, he halved Mr 
Bush’s lead to19 points and, in New York, cut 
it toa mild nine points. 


It helps to have the right sort of past 


eed 


These numbers suggest one advantage 
that Mr McCain has over previous insur- 
gents. Mr Buchanan’s support had been con- 
centrated among angry blue-collar workers 
worried about their jobs. Mr McCain's 
reaches out intoa variety of different groups. 

Still, turning an initial display of interest 
into real votes requires organisation. Here, 
Mr McCain has an advantage over Mr Hart. 
Having won New Hampshire in 1984, the 
Colorado senator was flooded with offers of 
money and help. But, having been a virtual 
unknown before the vote, he had no orga- 
nisation. The envelopes with the cheques in 
them piled up unopened at Hart headquar- 
ters. He failed to capitalise on his early win. 

Mr McCain too is being inundated with 
cash. He has raised over $2m in a week. But 
this has come over the Internet. The money 
can be banked electronically and used im- 
mediately. And he knows what to do with 
the volunteers. An amazing 26,000 have 
signed up in the past week alone. Unlike Mr 
Hart, Mr McCain was a national figure when 
the campaign opened. He had raised $15m 
by January, and already had the rudiments 
of an organisation to put those volunteers 
vigorously to work. 

Obviously, he will never be Mr Bush’s 
equal in sheer volume of money and orga- 
nisation. So the essence of his strategy 
is to bring new voters—not necessarily 
all registered Republicans—to swing 
the primaries his way. Wordsworth 
and Coleridge said that they had to 
create the taste by which their poetry 
was enjoyed. Mr McCain is trying to 
create the electorate by which his can- 
didacy will be appreciated. 

New Hampshire showed how 
powerful this approach can be. Some 
40% of those who voted were either in- 
dependents or former Democrats. Mr 
McCain won their votes by three-to- 
one, or 40 percentage points. Karl Rove, 
Mr Bush’s campaign manager, dis- 
missed these people as “quirky, maver- 
ick, liberal independents’. His pro- 
blem is that the past week has shown 
how many of them there are, all over 
thecountry. 

By good luck, several of the next 
primaries, including South Carolina's 
and Michigan’s, are “open”: anyone 
may vote in the Republican poll. In 
other big states, including California 
and Massachusetts, former Democrats 
may vote if they switch their registra- 
tion. The Massachusetts secretary of 
state, William Galvin, says he is 
swamped by calls from Democrats 
asking to drop their party affiliation so 
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< that they can vote for Mr McCain in the Re- 
publican primary on March 7th. 
Independents and those whocross party 
~ lines have a lot of clout. Bill McInturff, Mr 
McCain’s pollster, explains how. ifindepen- 
dents cast a third of the votes and Mr 
McCain wins them by 40 percentage points, 
as he did in New Hampshire, thatgiveshima 
12-point margin overall. To overcome that, 
Mr Bush has to win the two-thirds who are 
registered Republicans by more than 20 
points. This is a formidable task if voters start 
thinking of the race as a contest of equals—as 
they are now doing. So the main questions 
about the primary season are becoming: 
How many independent voters are there? 
And can Mr McCain prevent Mr Bush win- 
ning big among registered Republicans? 

In the country as a whole, only about 15% 
of voters are independents (many states do 
not keep party registrations, so there is no 
sure figure). Their numbers are rising but this 
would not be enough to sustain a McCain in- 
surgency. If you look state by state, though, 
Mr McCain’s chances look better. 

In California, says Bernd Schwieren, 21% 
of voters are independents, up from 12% in 
1992. Among those registering for the first 
time, independents outstrip Republicans 
three-to-one. Although Mr Bush retains his 
«lead in the state, Mr McCain won himself 
many friends when he addressed the annual 
gathering of the Republican Party just after 
the New Hampshire vote. One party stalwart 
described the response as the most enthusi- 
astic since Ronald Reagan addressed the 


party 20 years ago. 





ic igan, the potential McCain con- 
stitueney is bigger: almost a:third of those 
planning to vote in the Republican primary 
are independents. This state is home to the 
so-called “Reagan Democrats”, industrial 
workers who usually lean towards the 
Democratic Party but voted for Mr Reagan 
because he appealed to their social and 
economic conservatism. Mr McCain has set 
about renewing that appeal. At a meeting in 
Macomb county in the Detroit suburbs, he 
talked for the first time of “McCain Demo- 
crats”, and claimed that “the whole essence 
of the Republican Party should be to reach 
out across party lines.” That is a remarkable 
statement from someone contesting a prim- 
ary election. 

This suggests that Mr McCain might— 
just might—be able to win Michigan and 
even California. But both races are likely to 
be close, and strongly influenced by South 
Carolina. Here, the opinion polls suggest that 
no fewer than 37% of voters are indepen- 
dents—a motley bunch including ex-service- 
men (the state has proportionately more of 
these than any other state) and retired Yan- 
kees (who outnumber native southerners on 
the coast, says Mark Sanford, the congress- 
man who represents most of that region). 
Yet, at the same time, a third of voters de- 
scribe themselves as religious conservatives, 
twice as many as in Michigan or California. 
This was the only group of Republican voters 
that Mr McCain lost in New Hampshire. 

So South Carolina will be vital in two 
ways: it will test the relative strength of inde- 
pendents and religious conservatives, and it 








Snack of the week 

Krispy Kreme doughnuts, a tradition in the 
South, which replaced Dunkin Donuts on 
Mr McCain’s campaign bus. Sausage bis- 
cuits were also served. 
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| Question-we-don’t-want-answered 

| of the week 

| “No, it’s notajoke. [really am Al Gore. How 

| can I prove it to you?” 

| Al Gore, when making a soliciting call toa 
voter in New Hampshire 
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Turned turtle of the week 
Having spent $28m, Steve Forbes quits. 
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and California, that Mr McCain needs to 
win. Two weeks ago he stood nochance inei- 
ther place. Now, the fact that he has even an 
outside chance is testimony to his extraordi- 
nary powers of attracting support from way 
beyond the party’s traditional ranks. 
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The budget surplus 


Calm down 


WASHINGTON, OC 


HE opening shots in America’s budget 

battle were formally fired this week 
when President Bill Clinton presented his 
fiscal proposals to Congress on February 7th. 
Although the budget is an annual process, 
there is more at stake today than simply sort- 
ing out how much the federal government 
taxes and spends next year. This is, after all, 
an election year. And American politicians 
believe they are on the cusp of an era of bur- 
geoning fiscal surpluses. What to do with 
these surpluses—increase spending, cut 
taxes, pay down debt?—is the big question. 

Twodifferent concepts of surplus are im- 
portant in American politics, and politi- 
cians, confusingly, often mingle the two. The 
first is the “on budget” surplus, which re- 
flects the difference between current reve- 
nues and expenditures. The second is the 
“unified” budget surplus, which adds the 
surplus in the Social Security (pensions) 
funds to the “on budget” balance. Since last 

















week 
Unsettling quote of the week 
“Remember, all the establishment is 
against us. This is an insurgency campaign. 
I'm just like Luke Skywalker trying to get 
out of the Death Star. They're all--they’re 
coming at me from everywhere.” 
John McCain, speech in South Carolina, 
February 3rd 

kik 
Runner-up: 
“The McCain. candidacy stands on the 
brink of becoming a national phenome- 
non. Teenage girls admit to having crushes 
on him; veterans cry when they meet him, 
and crowds wave his memoir, Faith of My 
Fathers’, like Chairman Mao’s little red 
book.” 
Franklin Foer, US News and World Report, 
Februaryi4th 

kek 
Fundraiser of the week 
After his victory in New Hampshire, over 
$im was raised online in the first 48 hours 











Futures: contrat ‘on the ‘outcome ofthe presidential nomination; 
source: University of towa College of Business. | 


for Senator John McCain. 
kik 
Issue of the week 
Racism? George W. spoke at Bob Jones 
University, a private Christian college in 
South Carolina that bans interracial dat- 
ing. John McCain was accused of hiring a 
“racist” campaign adviser, Richard Quinn, 
in South Carolina. Mr Quinn is keen on dis- 
playing the Confederate flag and is editor 
of the Southern Partisan, a magazine that 
vilifies the leaders of the Union. 
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-year, both Democrats d Republicans have 

agreed that the large surpluses in the Social 

_ Security trust funds Paad be used solely for 

“paying future pensions. So. today's argu- 
ments are essentially battles about how to 
use the “on budget” surplus. 

Prudent use of budget surpluses, of 
course, depends on how big—-and durable— 
they are. Four estimates define today’s politi- 
‘cal debate in Washington, three from the 
Congressional Budget Office (ceo), Con- 
gress’s watch-dog, and one from the admin- 
istration. The cso estimates that if caps on 
discretionary spending set in 1997 (but bro- 
ken for the past two years) are adhered to, the 
ten-year on-budget surplus could reach $1.9 
trillion. If spending is frozen at last year’s lev- 
els (and not adjusted for inflation), the sur- 
plus could reach $1.86 trillion. If spending 
stays at last year’s levels, adjusted for infla- 
tion, the surplus would fall to $838 billion. 
The administration expects a ten-year on- 
budget surplus of $746 billion if discretion- 
ary spending stays constant in real terms. 

Unfortunately, these may all prove 
wildly optimistic. Both sides use estimates 
for growth, unemployment and inflation 
that seem reasonable, indeed conservative, 
by. the American economy's recent stellar 
standards. The administration, for instance, 
expects real output to grow by 2.5-3.0%a year 

“over the next decade, with unemployment 
rising to 5.2% by 2003. The cso assumes mar- 
ginally faster growth until 2003, and some- 
what slower growth after that. However, 
-both camps assume that a portion of Amer- 
‘jea's recent rise in productivity is permanent 
» (see Barometer). 

: A return to past norms for productivity 
-growth would dramatically change the sur- 
plus estimates. To give an extreme case, the 
cro projects that if America’s economy were 
< to-perform as it did before 1996, if the recent 
<- increases in taxes as a share of personal in- 
come were reversed, and if health spending 
< prew just one percentage point faster than 
assumed, then there would be an on-budget 

deficit of $290 billion a year by 2010. 

Even if the economy has truly changed 
for the better, the surpluses may still not ma- 
terialise. For they are all predicated on ex- 
tremely ambitious spending cuts. The two 
CBO projections that assume cutting discre- 
tionary spending in real terms can be dis- 
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missed out of hand. Given that the popula- 
tion is growing, spending cannot possibly be 
kept constant in nominal dollars. As a result, 
the only estimates worth examining are the 
$838-billion forecast from the cso and the 
administration’s $746 billion. 

Even these are unlikely tooccur. Both Re- 
publicans and Democrats want to raise mili- 
tary spending. And, even in the deficit-cut- 
ting fury of the stern 1990s, non-defence 
discretionary spending rose faster than the 
rate of inflation. Robert Reischauer, a former 
head of the cBo, has pointed out that ifCon- 
gress (improbably) held the growth of de- 
fence spending to the rate of inflation, and let 
non-defence discretionary spending rise as 
fast as it did in the 19908, the surplus would 
shrink to $300 billion. Moreover, these pro- 
jections assume no further “emergency” 
spending. This is unrealistic, since farmers 
alone got $15 billion in emergency aid over 
the past two years. 

Look at the revenue side and things get 
worse. The business-as-usual surplus projec- 
tions assume that various tax credits which 
expire during the next decade are not re- 
newed. They also assume that ever more 
Americans will be hit by the alternative 
minimum tax (Amr). This tax was designed 
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to make sure that rich Americans could not 
escape taxes altogether by clever use of tax 
shelters. But, since the ame is not indexed to 
inflation, millions of middle-income taxpay- 
ers will be hit over the next decade. So the 
Amt will probably be altered to prevent it af- 
fecting millions of : iddle-class Americans. 
According to the Centre on Budget and Pol- 
icy Priorities, all this coud reduce the sur- 
plus by a further $130 billien over.a decade. 
Mr Clinton’s own prozosals give.a sense 
of the difficulty. He wantstoi increase overall 
spending by about iho the decade, with 
$ budget is ex- 
tremely tough on discretionary spending. 
Next year he wants a riseof 3.9%, thereafter 
by 2.5% a year, marginally less than the rate. 
of inflation. That means tnat by 2010 overall © 
federal spending would ke lower as a share 
of the economy than at any time since 1956, 
and discretionary spending would be a mere 
51% of Gor, half the share it was in the 
mid-1980s. Add in modest tax cuts, which 
help, but don’t remove, the amt problem, » 
and virtually half the $-46 billion surplus 
has gone. Thank goodness Mr Clinton in-. | 
tends to use the rest for debt reduction— 
since it is highly unlikely to appear. 


















Up and up it goes 


WASHINGTON, DC 


FOR the past few years 
America’s accelerating 
productivity growth has 
been the engine behind 
the roaring economy, as 
well as the subject that 
most perplexes the economists who ana- 
lyse that economy. Enthusiasts point to 
faster productivity growth as proof that 
America’s economy is being funda- 
mentally revolutionised by globalisation 
and technology. Sceptical types worry 
that it may just prove to be a blip. 

This week provided still more evi- 
dence that something remarkable is hap- 
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I Hitting the roof 
US productivity* 

he. change on previous quarter at annual rate. 


















“Output per hour, Bonet arn business sector | 


pening to the efficiency of American 
workers. According to new numbers from 
the Labour Department, output per hour 
from workers outside agriculture rose by 
an annualised 5% in the second half of 
1999, bringing the overall productivity rise 1. 
for the year to a pretty mpressive.2.9%, |. 
This sterling performance comes hot on 
the heels of a 2.8% productivity rise in 1998, 
and a 2.7% rise in 1996. 

Much of the recent sarge comes from 
the manufacturing sector. Output per 
hour among manufactur:ng firms rose by 
an annual rate of 10.7% in the last three 
months of 1999, and by 6.4% for the year as 

“a a whole. That is the fastest 
manufacturing productivity. 
growth since the early 1970s. : 

No doubt part of the total. 
rise in output der hour can be 
explained by unexpectedly: 
strong growth. If the economy 
surges above ts trend growth. 
rate, then procuctivity tends to 
rise as workersscramble to keep 
up with rising. demand; and, if 
growth is unexpectedly low, 
productivity falls. But, as the 
years pass, t is becoming 
increasingly inaplausible to dis- 
miss the productivity surge as 
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simply acyclical phenomenon. 
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UNITED STATES 
Faith-based social work 


With help from 
a hidden hand 


SUGAR LAND, TEXAS, AND TRENTON, NEW JERSEY 


HE sun has not yet risen, but the inmates 

have been awake for two hours. In a run- 
down gymnasium, dressed in green prison 
jackets, they sing, “Hallelujah, Jesus Loves 
Me”. Some sway back and forth with their 
hands in the air, others slump in chairs with 
their heads down. For the next 16 hours, 
those taking part in the InnerChange Free- 
dom Initiative at this prison on the outskirts 
of Houston will follow a strict regime of 
scripture-reading, job training, family coun- 
selling and prayer, all meant to ensure that 
they do not end up back behind bars. Inner- 
Change is trying to transform some of Texas's 
most hardened jailbirds into responsible 
Christians ready for life on the outside. If 
they accept a higher law, it believes, they are 
more likely to obey earthly ones. 

At Mercer Street Friends in downtown 
Trenton, New Jersey, the agenda is different. 
A Quaker organisation, the group delivers 
welfare to the poor and elderly without try- 
ing to convert them. One reason for this is 
that Quakers have chosen not to be prosely- 
tisers. Another is more mundane. Mercer 
Street Friends gets 80% of its money from the 
government, which enforces strict guide- 
lines about how much the organisations it 
helps can mix the work of God and Caesar. 

Such guidelines may soon be a thing of 
the past. These days politicians are looking 
with a kindlier eye at the work of “faith- 
based” groups such as InnerChange and 
Mercer Street Friends. Their admirers claim 
that such organisations are better than the 
state at fighting drug addiction, illiteracy and 
poverty. They say that the enormous secular 
system built up to deal with such problems, 
much of it during Lyndon Johnson's Great 
Society, has produced 35 years of failure. A 
“New Great Society” can be built on the 
foundations of religious faith, says Robert 
Woodson of the Washington-based Na- 
tional Centre for Neighbourhood Enterprise. 

Two of the main candidates in this year's 
presidential race have taken up the argu- 
ment. In one of the first speeches of his cam- 
paign on the Democratic side, Al Gore called 
for a stronger social-services partnership be- 
tween the government and religious groups; 
a middle ground was needed, he said, be- 
tween “hollow secularism and right-wing re- 
ligion”. On the Republican side George W. 
Bush has used faith-based groups as an ex- 
ample of the “compassionate conservatism” 
he claims to stand for. Last July he called the 
work of churches, mosques and synagogues 
“a quiet river of goodness and kindness that 
cuts through stone.” 

Are these groups really more effective 
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than their secular counterparts? Social scien- 
tists have only just begun to measure sys- 
tematically what the various faith-based 
programmes have achieved. Too many aca- 
demics shy away from taking a close look at 
notions such as “the power of faith”. But in- 
vestigation has now begun in earnest, and 
several studies are being carried out. 

The first evidence suggests that these 
groups often have much higher success rates 
than government-run organisations with 
similar tasks. Since InnerChange was 
founded in 1997, for instance, only 15 of the 
120 prison inmates who were released after 
going through its training have gone back to 
jail. This is far better than the recidivism fig- 
ure for Texas as a whole, nearly 50%. 

This has increased the number of people 
who accept the case for using faith-based 
groups for social purposes. Still, many others 
continue to be worried about expanding the 
government’s involvement with these 
groups. They say that providing money to 
faith-based organisations will reduce the 
amount available to the secular social ser- 
vices, thereby shutting doors to some unfor- 
tunates who might prefer non-faith-based 
help. They also say it is unconstitutional for 
the government to finance organisations 
which hire their workers on religious 
grounds: that is discrimination. Julie Segal of 
Americans United for Separation of Church 
and State says that some people are playing 
fast and loose with the constitution. 

Yet the wind seems to be in the sails of 
politicians like Messrs Bush and Gore. Sena- 
tor John Ashcroft has introduced legislation 
toexpand “charitable choice”, a provision of 
the 1996 welfare-reform bill that took the 
first step towards allowing faith-based 
groups to compete for government welfare 
contracts. The Ashcroft proposal, which will 
probably pass both houses of Congress, 
would expand charitable choice to include 





every major area of federal service, including 
help for the homeless, drug addicts and the 
elderly. Most important, it would let govern- 
ment money flow togroups whose chief aim 
is to win new converts. 

In the past, “pervasively sectarian” 
groups with such proselytising zeal have 
been prohibited from receiving government 
contracts. Mr Gore supports a continuation 
of this policy, But Mr Bush has argued that a 
group’s religious message is an important 
part of its effectiveness, and has called for 
fewer restrictions on the religious aims of 
faith-based programmes. 

The courts have not yet considered the 
constitutionality issue, but some liberals are 
planning a legal challenge if the Ashcroft leg- 
islation becomes law. Interestingly, though, 
it is liberal churches that are likeliest to take 
advantage of the expansion of charitable 
choice. According to a survey last year by 
Mark Chaves, a University of Arizona sociol- 
ogist, conservative and fundamentalist con- 
gregations are sceptical about charitable 
choice, fearing the insertion of the state’s fin- 
ger into their business. Liberal congrega- 
tions—especially black churches—have 
shown a much greater willingness to seek 
federal money to support their work. 

Of course, the politicians talk of deliver- 
ing money without strings attached. But fed- 
eral cash never arrives without a demand for 
audits, and other regulatory minutiae. Some 
cash-strapped organisations may have to ex- 
pand their staff simply to ensure that federal 
guidelines are met, and this will leave less 
money for their charitable work. Which 
gives a new twist to Winston Churchill's ad- 
vice, words that have stayed ona blackboard 
at Mercer Street Friends since charitable 
choice came into effect in 1998: “Sometimes, 
doing your best is not good enough. Some- 
times, you must do what is required.” 

s 
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Watch with mo 
intelligence. 









HDTV, set-top boxes, DVD, digital TV. They're all on the rise. S 
ý people like to watch, the latest microchip technology lets them 

k better, smarter TVs. STMicroelectronics is the world's leading st 
mw technology for high-definition and digital television. The numb 
dedicated chips for set-top boxes for cable and satellite TV. And 
the world leaders supplying the growing DVD market. 


Even more innovations are on the way, so you'll want to stay tuned. 


Y 


We put more intelligence into everything. 


STMicroelectronies formerly SGS-THOMSON) » A world leader in semiconductors for consumer products, auton 
computer peripherals, industrial automation and control systems « Ninety-five locations on five contine 





Virginia politics 
Goode going 


RICHMOND, VIRGINIA 


T WAS just a matter of time before Virgil 

Goode and the Democratic Party went 
their separate ways. This congressman from 
Virginia's tiny moonshine-and-tobacco 
town of Rocky Mount was one of only five 
Democrats who voted to impeach President 
Clinton. He also opposes the president on 
legislation about 75% of the time, according 
to Congressional Quarterly. Mr Goode has 
not gone pachyderm Republican. He has de- 
clared himself an independent, albeit one 
who will work with the House Republican 
caucus. But that is good enough for a Repub- 
lican Party anxious to pad its numbers be- 
fore the November election, when a change 
of about six seats could return the House to 
the Democrats after six years in opposition. 

Mr Goode’s departure is another sign of 
the Democrats’ declining fortunes in the 
South, where the civil-rights era and the 
growth of a surburban middle class have 
pulled many voters into the Republican 
Party over the past generation. Mr Goode 
was elected to Congress in 1996. With the 
White House trampling on cigarettes and 
firearms, this country lawyer with a banjo- 
like voice who collects campaign buttons 
and comic books soon decided that he was, 
in effect, a man without a party. 

Even while still formally a Democrat, he 
briskly opposed some favourite pieces of 
Democratic policy. For his friends at the Na- 
tional Rifle Association, Mr Goode tried to 
do away with the ban on hand-guns in 
Washington, pc. This was vintage Goode. 
While he was still a member of the Virginia 
General Assembly, he had almost single- 
handedly pushed through a law making it 
easier tocarry concealed weapons (this justa 
year after Virginia had boldly restricted 
hand-gun purchases to one a month). 

Yet the 53-year-old Mr Goode waited 
four years to turn his back on the Democrats. 
This was probably self-preservation. With a 
Republican-dominated legislature in Rich- 
mond in control of the redrawing of legisla- 
tive boundaries in 2001, Mr Goode might 
have found himself lumped in a district with 
asenior Republican. Now, by declaring him- 
self an independent, even if one willing to 
work with the Republicans, Mr Goode has 
probably kept a seat safe for himself. 

Not surprisingly, the Democrats are bent 
on revenge. John Boyd, who successfully led 
anational battle by black farmers against the 
Department of Agriculture over claims of 
loan discrimination, may take on Mr Goode. 
Among the people Mr Boyd says are encour- 
aging him to run is the House Democratic 
leader, Richard Gephardt, who has been un- 
sparing in his criticism of Mr Goode. 

Mr Goode’s manoeuvre is not unprece- 
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dented. Congressman Bernard Sanders of 
Vermont is a socialist-minded man who 
uses the independent label but tags along 
with the House Democrats for committee as- 
signments and perks; he has considered offi- 
cially becoming a Democrat in order to run 
for the Senate. Mr Goode’s own state of Vir- 
ginia produced a Democrat-turned-inde- 
pendent senator, Harry Byrd junior, who re- 
signed from the Democrats because the 
national party had veered too far to the left 
for his taste. Mr Byrd, who went on sitting 
with the Democratic caucus in order to pre- 
serve his seniority, was twice elected as an in- 
dependent. By the end his views were farther 
tothe right even than many Republicans’. 
The Republicans offered Mr Goode an- 
other inducement to leave the Democrats: a 
seat on the powerful Appropriations Com- 
mittee. This will allow Mr Goode, despite his 
limited seniority, to deliver political pork to 
his district in the red-clay region above the 
border with North Carolina. But Democrats 
growl that Mr Goode should not feel too 
comfortable. If they take back the House, 
they say, the first person they will take off the 
Appropriations Committee is Mr Goode. 





UNITED STATES 


he said, prohibits the introduction of an ex- 
perimental species in places where there is a 
naturally occurring species of the same kind; 
so the new wolves must go. The appeals 
court, on the other hand, coldly saying thatit 
could “afford the district court's decision no 
particular deference”, saw “no conflict be- 
tween the challenged experimental popula- 
tion rules and the Endangered Species Act”. 

The appeals court will not have forgotten 
that Congress enacted this law in 1973 to 
“provide for the conservation, protection, 
restoration and propagation of species of 
fish, wildlife and plants facing extinction.” 
There had been, the cour: observed, no re- 
producing wolf pairs anc no pack activity 
within the designated experimental areas. 
Besides, it added, wolves roam for hundreds 
of miles and it would be virtually impossible 
to prevent “naturally occurring” ones from 
entering the park. 

While legal minds have tossed their fate 
to and fro, the wolves themselves seem to 
find Yellowstone to their liking. Now 120 
wolves wander about appropriate parts of 
Yellowstone in 11 separate packs and eight 
breeding pairs, mainly in the park’s Lamar 
Valley, though the occasional animal has 
been spotted in the neighbour- 








Saving wolves 


Nice for them 


SHERIDAN, WYOMING 


TIS not a change that has caused universal 

pleasure. A couple of years ago a district 
judge, Bill Downes, set the animal-loving 
world aquiver with a ruling that Yellowstone 
National Park’s 66 transplanted wolves must 
be expelled. The decision was a severe blow 
to the Department of the Interior's hope of 
creating a viable population of grey wolves, 
which have been on the endangered-species 
list almost everywhere in the United States 
since 1978. But now, to lupine relief at any 
rate, the circuit court of appeals in Denver 
has overruled Mr Downes. 

Mr Downes argued that these wolves 
had been designated as “experimental” 
(meaning, among other things, that ranchers 
can shoot them if they attack livestock on 
private land). The Endangered Species Act, 


ing Grand Teton National Park. 
Yellowstone is the heart of the re- 
gion’s tourist trade, which is 
worth $560m a year, and it looks 
as if the wolf has replaced the 
grizzly bear as the park’s biggest 
wildlife attraction. 

According to park officials, 
the wolves do not seem to mind 
people gaping at them from adis- 
tance; it disturbs neither their do- 
mestic nor their hunting habits. 
The park’s northern elk herd, 
which currently stands at a plen- 
tiful 14,500, provides most of the 
wolves’ menu. They kill about 1,000 elk a 
year, mostly in the northern herd, naturally 
picking out the slower and weaker animals. 

But the elk are not the only ones with 
cause for concern. The court's decision is in 
the long run likely to be another blow to 
mountain ranching in the northern Rockies, 
which has been dying a slow death for the 
past decade, 

So far, wolves have done relatively little 
harm to livestock in the region. They have 
killed (it is rather hopefully calculated) only 
12 cattle, 100 sheep and nine dogs in the past 
four years. The Fish and Wildlife Service has 
shot 19 wolves tocurb their depredation, and 
Defenders of Wildlife, which has long advo- 
cated reintroducing wolves, has paid out 
$27,000 to stockmen for losses caused by Yel- 
lowstone wolves. But the beleaguered ranch- 
ers see the court's decision as another threat 
to their future livelihood. They wonder 
whether they too are starting to qualify as an 
endangered species. 
= — | 
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Alas, poor W. 


EMEMBER the architect of compassionate conservatism? The 

great unifier of his party's warring tribes? The political super- 
star who was going to drive Al Gore back to the family farm? A few 
months ago George W. Bush could do no wrong. Now he can 
hardly do anything right. His 26-point victory in tiny Delaware on 
February 8th has done little to obliterate the memory of New 
Hampshire, or to dispel the growing smell of disaster that sur- 
rounds his campaign. 

In the dying days of the New Hampshire primary, he ap- 
peared on stage with his two best assets, his father and mother, 
only to hear the old man coo over “this boy, this son of ours”. He 
burnished his conservative credentials in South Carolina with a 
speech at Bob Jones University, 
only to face questions about why a 
man with a Latina sister-in-law 
could have any dealings with an 
institution that bans cross-racial 
dating. Then, just when it looked as 
if things could not get any worse, 
Dan Quayle came along with his 
endorsement. 

Mr Bush's 19-point defeat in 
New Hampshire was clearly a pro- 
blem for a candidate whose appeal 
was largely based on a sense of in- 
evitability. But an even greater pro- 
blem has been his campaign's re- 
action to the debacle. When he lost 
the New Hampshire primary in 
1984, Walter Mondale immediately 
and judiciously acknowledged his 
weaknesses, vowing to fight the 
election state by state, and mock- 
ing Gary Hart with the question 
“Where's the beef?” So far the Bush 
campaign’s response to New 
Hampshire has been a mixture of arrogance and panic. 

A crisis meeting in Austin on February 5th-6th blamed Mr 
Bush’s failure on New Hampshire’s enthusiasm for giving the 
front-runner the finger, and on Mr McCain's success in putting 
character, rather than issues, at the heart of the debate. Mr Bush is 
now hellbent on changing the subject back to the issues. He will 
emphasise his manifold achievements as a governor, which in- 
clude reforming education, welfare, taxation, tort law and practi- 
cally everything else in Texas, and he will point out that Mr 
McCain’s pet pieces of legislation, against tobacco and in favour of 
campaign-finance reform, have come to nothing. “A reformer 
with results” is his campaign’s new slogan. 

It is hardly surprising that a rich kid who spent the Vietnam 
war flying around Texas should not want to go toe-to-toe on the 
character question with a man who got rather closer to the action. 
But there is little sign that people are crying out for more discussion 
of earned-income tax credits (or whatever). Prosperity has dulled 
the appetite for policy briefings; and Bill Clinton’s personal fail- 
ings have put character at the centre of politics. 

Nor is there much sign that Mr Bush has even chosen the right 
issues. So far the electorate seems more impressed with Mr 
McCain’s fiscal prudence and debt-reduction than with the gov- 
eror’s trillion-dollar tax cuts. Besides, Mr Bush is not a natural is- 
sues man, in the way Bill Clinton and Al Gore so obviously are. 
One of his great strengths as a candidate is his hail-fellow-well-met 
personality, and his only chance of beating the vice-president in 











November lies in giving the issues the widest possible berth. 

The attempt to rebrand the governor as a “reformer with re- 
sults” at least displays a willingness to change, as does the decision 
tolauncha series of negative ads about Mr McCain’s supposed hy- 
pocrisy and flakiness. But Mr Bush needs to go much further. His 
failure in New Hampshire was not just the result of tactical errors 
that could have been put right by visiting more Dunkin Donuts 
and spending fewer weekends in Austin (though that would have 
helped). It is the result of the fact that Mr McCain’s insurgency has 
rendered his entire strategy obsolete. 

Mr Bush’s advisers can almost be forgiven for running his cam- 
paign as a coronation, scripted to the very last detail. The strategy 
had served their man well in the 
governor's race in 1998 (when he 
was surrounded by the same advis- 
ers); and it seemed to be merited by 
the cascade of money and endorse- 
ments that kept landing on the 
dauphin’s head. 

But there was always a down- 
side to this approach. Keeping a 
candidate away from the press 
only reinforces the suspicion that 
heis an airhead. Telling a front-run- 
ner that all he has to do is to stay 
“on message” tempts him to sit on 
his lead. And encouraging a chal- 
lenger to act like an incumbent 
robs him of his most powerful 
weapon, the shock of the new, par- 
ticularly when the real incumbent 
is Bill Clinton’s protégé. Now the 
McCain insurgency is making even 
the merits of this way of doing 
things look like defects. 

It is great to have the money to 
be running in all 50 states. But when your opponent is putting his 
campaign together on the hoof, it makes you look like a multinat- 
ional corporation. It is great to have the support of the elders in 
your party. But when your opponent is a charming maverick it 
makes you look like a boring conformist. It is great to be able to call 
on Poppy and Ba for help. But when your opponent is a 63-year- 
old war hero, in the genuine sense of that phrase, it makes you look 
like a wimp. The Bush campis constantly trying to have the best of 
both worlds—claiming that their man is an outsider with one 
breath and boasting that he has been endorsed by 38senators with 
the other—and then ending up with nothing. 

So what can they do? The first thing is to thank God for John 
McCain. If the Republican crown had fallen to Mr Bush without a 
contest, as once looked likely, Al Gore would have torn his lungs 
out in the autumn; now he can survive only if he learns how to 
fight. Being bloodied will be good for him. The second thing is to 
start campaigning like a challenger, as he did in the 1994 governor's 
race, when he fought a popular incumbent for every vote. 

But the most urgent change goes even deeper. He needs to tear 
up the script and throw away the cue cards. Mr Bush is much 
brighter than his frat-boy act leads one to suppose. He should min- 
gle with the press. Mr Bush is also a likeable fellow. He should cut 
down on the pre-programmed dirges from the platform and reach 
out to his audience. An old badge from the glory days of the 1980s 
reads “Let Reagan be Reagan.” The Bush campaign’s best chance of 
surviving lies in letting W. be W. 
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A cautious comeback for 
Brazil's Cardoso 


SAO PAULO 


Clear signs of economic recovery, progress on reform, and a climbdown by a 
troublesome foe: the new year has started well for Brazil’s president 


NTHE darkest hours of the past year, Pres- 
ident Fernando Henrique Cardoso 
seemed to cling to the hope that by grimly 
sticking to an unpopular austerity pro- 
gramme, not only would his country’s econ- 
omy return to growth but his own popular- 
ity and authority would eventually recover 
from the disorderly devaluation of January 
1999. That determination is now being re- 
warded by a string of brighter economic fig- 
ures, a seemingly stable currency, a modest 
improvement in Mr Cardoso’s own poll rat- 
ings, and some political victories in the battle 
toentrench still fragile progress in reforming 
a spendthrift public sector. If Mr Cardoso’s 
Brazil is not quite yet restored to blooming 
health, it is at least on its feet again. 
Confirmation of the recovery came on 
February 8th, with the release of figures 
showing that between October and Decem- 
ber the economy grew by 3.1% compared 
with the same period of last year (see chart). 
In 1999 as a whole, Gpr grew by 0.9%, in de- 
fiance of gloomy predictions of a huge reces- 
sion made in the wake of the devaluation. Mr 
Cardoso can now reasonably hope to meet 
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his forecast of 4% growth this year. 

But that still depends on two achieve- 
ments. The government must meet its target 
of cutting inflation (to 4-8% this year, com- 
pared with last year’s 9%), thus making room 
for lower interest rates (now at 19%, down 
from a peak of 45%).Secondly, it must stick to 
the tough fiscal targets agreed 


day session of Congress, the lower house at 
last approved by an unexpectedly large 
margin a “fiscal responsibility” bill. This is 
designed to lock in fiscal rigour by placing 
permanent controls on spending and bor- 
rowing by states and municipalities, as well 
as by the federal government. The govern- 
ment has since fought off obbying by may- 
ors to delay the bill’s implementation (which 
would allow them to spend freely before the 
municipal elections next October). The bill 
has now gone to the Senate, where govern- 
ment measures usually have smoother pas- 
sage. The lower house has also approved a 
constitutional amendment which gives the 
government flexibility over how tospend (or 
not tospend) up to 20% of its revenue. 

But other important reforms are bogged 
down. These include a long-delayed tax re- 
form, and a constitutional amendment to 
overturn a ruling by the Supreme Court last 
year that struck down a law cutting civil ser- 
vants’ generous pensions. The pension 
amendment was the ostensible reason for 
calling congressmen back from the beach for 
the special session. Yet many legislators in 
Mr Cardoso’s loose four-party coalition are 
unenthusiastic. Officials now suggest that 
voting on this measure may be postponed. 
Congress has, however, approved a separate 
law which means that future civil servants 
will retire under a regime closer to that of 
private-sector workers. 

The government faces other obstacles, 
too. Although he is often an ally of Mr Car- 
doso’s, Antonio Carlos Magalhaes, the pow- 
erful Senate president, is threatening to cut 
the president’s powers to ‘egislate by decree. 
He also wants to oblige the government to 
spend all the money approved for each item 
in the federal budget (which would make 
achieving fiscal surplusesharder). 

Even so, many Brazilian politicians ap- 
pear to be learning that, for 





on with the ımF last March. 
Strong tax revenues and re- 
straint in spending mean that 
the government appears to 
have met last year's target for 
a primary fiscal surplus (be- 
fore interest payments) of 
34% of Gpr (see chart on next 
page). But its underlying goal 
is to stem the rise in public 
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now at least, there is little to 
be gained by fiscal irrespon- 
a| sibility. On February 4th, Ita- 
mar Franco, the governor of 
the large state of Minas Ge- 
rais, called off a rebellion 
over his state’s debt which 
had helped to trigger the de- 
a valuation. Minas Gerais 
| agreed to resume repay- 








debt: the mr agreement calls 
for total public debt to fall to 46.5% of Gor by 
2001 (it is around 48% now). Lower interest 
rates will help, but so would another two 
years of hefty fiscal surpluses. 

Delivering those means pressing on with 
reform. Here, Mr Cardoso has recently had 
some success. During a special summer-holi- 


ments on its foreign bonds, as 
part of a broader debt-refinancing deal with 
the federal government. This surrender by 
Mr Franco, an ex-president who loathes Mr 
Cardoso, came after the federal government 
had made itclear thatit would nolongerstep 
in to meet Minas Gerais’s bond payments. 
That was asign that, for now, the govem- 
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ment thinks it has little to fear from the fi- 
nancial markets. But Mr Franco’s climb- 
down was also evidence of Mr Cardoso’s 
reviving political authority. After two years 
of little or no growth and high interest rates, 
Mr Cardoso remains unpopular, but less so 
than he was: only 43% of Brazilians now rate 
their president as “bad” or “terrible”, consid- 
erably less than the 65% of last September, 
according to Vox Populi, a polling firm. 
Hardly hero-worship, but it may have 
helped to persuade some wavering congress- 
men to back the government on the fiscal- 
responsibility vote. 

Mr Cardoso’s aides have argued that the 
government's persistence would eventually 
create a virtuous circle, in which economic 
recovery would boost the president’s popu- 
larity and authority, allowing him to push 
through more reforms, thus accelerating 
economic growth. Perhaps that process has 
begun. But there are still doubts. 

The first concerns pension reform: until 
the government has the laws it needs to plug 
the still-widening deficit in the pension sys- 
tem, fiscal progress will remain vulnerable. 
Mr Cardoso may also be running out of time. 
The economic recovery is being led by ex- 
ports, which have been helped by the deval- 
uation. Consumers, held back by debt and 
scarce credit, have yet to feel much benefit. 
Many will not warm again to Mr Cardoso, es- 
pecially since attention will shortly shift to 
the struggle over who will succeed him in 
2002. But even a return to politics as usual 
shows how far Brazil has come ina year. 

5 a 


Mexico 


Unoccupied 


MEXICO CITY 


HEN it eventually came, the end was 

quick and anti-climactic. As dawn 
broke on February 6th, nearly 2,700 un- 
armed federal police walked into the main 
campus of the National Autonomous Uni- 
versity in Mexico city, and led away 745 stu- 
dents and staff still holed up inside its build- 
ings. Contrary to widespread fears, there was 
neither resistance nor violence. Two people 
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were taken away in an ambulance, but with 
nothing worse than panic attacks. Thus 
ended a 292-day student strike and occupa- 
tion of the biggest university in the Americas. 

It had begun last April as a protest over a 
proposal by the rector, Francisco Barnes, to 
increase tuition fees from a token 20 centa- 
vos (2 American cents) to 1,360 pesos ($145) a 
year. But the protest had long since 
broadened in its aims, support had nar- 
rowed to a leftist rump, and the affair had 
begun to cast a shadow over the campaign 
for Mexico’s July presidential election. 

Mr Barnes's fee scheme seemed modest 
enough, since poor students were to be ex- 
empted. But the university, with 275,000 stu- 
dents, is a symbol of publicly financed 
higher education and a traditional home of 
left-wing activism. Neither the withdrawal 
of the proposed increase nor Mr Barnes’s res- 
ignation satisfied the protesters. His succes- 
sor, Juan Ramon de la Fuente, formerly the 
health minister, said he would negotiate re- 
forms with an elected “congress” of students 
and staff, if the occupiers first withdrew. But 
extremists who dominated the fractious 
strike council, notorious for the length and 
indecisiveness of its meetings, demurred; 
they wanted the council, not the congress, to 
do the negotiating, before and not after end- 
ing the sit-in. Some 350 of the council’s mem- 
bers were just finishing yet another all- 
nighter in the Che Guevara auditorium 
when the police poured in. 

Why did the government take so long to 
intervene? Ever since an infamous massacre 
by army snipers of hundreds of young prot- 
esters in 1968, Mexican presidents have been 
terrified of using force against students. As 
the presidential election approached, nei- 
ther the federal government nor the opposi- 
tion-led city administration wanted scenes 
of police brutality on television. 

But the occupation had long since lost 
support, both inside and out- 
side the university. In a ballot 
of students and staff last 
month, 90% of those voting fa- 
voured ending the occuption. 
Even a group of leading left- 
wing intellectuals had called 
for it to end. On February 1st, a 
violent clash between strikers 
and their opponents ended 
with the ejection by federal po- 
lice of the occupiers of one of 
the university buildings. That 
incident raised tension, but in- 
tensified public hostility to the 
occupation and seemed to 
have persuaded President Er- 
nesto Zedillo to act. Most Mexi- 
cans think he did the right 
thing, according to polls. 

But the months of dallying 
have carried acost,and notjust 
to a government that looked 
indecisive. The left-of-centre —___ 


A once and perhaps future revolutionary 


Party of the Democratic Revolution has been 
hurt by its support for an extremist lost 
cause. Some Mexicans fear that the long 
sit-in will have nurtured future revolution- 
aries, as previous protest movements did. 
“It’s hard to believe that these kids who have 
taken part in such a demagogic and populist 
experience can now move to civic or demo- 
cratic positions,” argues Gilberto Guevara, a 
teacher at the university and a veteran of 
1968. “Those who are in jail will be radical- 
ised and become fodder for extremist 
groups.” Hundreds of those arrested were 
quickly released; on February gth the police 
left the campus. But some 85 of those arrested 
after the February ist clash were still being 
held, and faced serious charges. 

Most of all, the university is maimed, its 
buildings and equipment damaged, its repu- 
tation in shreds. Many of its best students 
have left to study elsewhere. Those who re- 
main will soon find that a degree from the 
university is worth less than ever in the job 
market. Time was when anybody who was 
anybody in Mexico (and some neighbouring 
countries) had studied there. Now, most of 
those in high office are graduates of private, 
or foreign, universities. Mexico’s private uni- 
versities charge fees and do little research. 
Reforming the state behemoth to compete 
with them will require a huge effort. 

Now might seem the time to make it. But 
that is unlikely. Officials say that the staff- 
student congress proposed by Mr de la 
Fuente will start debating reforms in the next 
few weeks, once classes have resumed. But it 
is likely to be dominated by those who have 
so spectacularly mismanaged the univer- 
sity’s affairs. Serious reform will have to wait 
until Mexico’s next president takes office in 
December. All the candidates agree on the 
cultural importance of the country’s “great- 
est house of study”, but none has said exactly 
what he plans to do to secure its future. 
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: Paraguay A 
A coalition falls, 
| democracy Stalls 


ASUNCION a 


TAST March ys troubled democ- 

aracy seemed to make a bold new start. 

‘The country was first shaken by the assas- 

sination of the aoe Luis Maria Ar- 
d b 









were killed t 
The president stepped down. An all-party 
coalition government, under Luis Gonzalez 


y y snipers eel on rooftops. 


~ Macchi, president of the Congress, was set 
up to widespread popular acclaim. 
Such national unity has been unheard of 
icë 1947 by the Col- 
oe r 34 years. of that period 
oe ‘under ‘the orhe of General Alfredo 
= Stroessner. It proved short-lived. On Febru- 
ary 6th, the Authentic Radical Liberal Party, 
the main opposition, decided to pull out of 
the coalition. The junior opposition party 
may soon follow, returning Paraguay to a 
purely Colorado government. 
So what went wrong? The Colorados 
gave four ministries to the opposition, but re- 
fused, in practice, to share power or counte- 










nance economic reform. They rejected a Lib- 
eral demand to be granted 40% of the top 
public-sector posts, insisting on hanging on 
to their near-monopoly of civil-service jobs. 
And because they feared its effect on their 
powers of patronage, the Colorados also 
blocked privatisation and a law to reform 
the civil service. 

Far from behaving as a unifier, Mr Gon- 
zalez has acted as a factional leader. His 
group in the Colorados are not only political 
heirs to Mr Argafia; they are the faction clos- 
est to General Stroessner (who lives quietly 
in Brasilia). Former collaborators of the cor- 
rupt dictator have crawled back into minis- 
terial jobs and sinecures. This year, for the 
first time, the anniversary of the dictator's 
overthrow on February 3rd 1989 was not offi- 
cially celebrated. That was because for the 
Colorados nothing has changed since then, 
explained President Gonzalez. 

The Liberal pull-out deprives Mr Gon- 
zalez of a congressional majority. But his 
supporters may attempt a rapprochement 
with the Colorado faction loyal to Lino 
Oviedo, Paraguay’s would-be caudillo, who 
is accused of organising Mr Argafia’s murder. 
Yet Colorado politics is likely to remain tur- 
bulent. In April, the party is due to choose a 
candidate for the election of a new vice-pres- 
ident. Mr Gonzalez’s choice, Felix Argaña, 
has few qualities beyond being the dead 
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man’s son. Several of the-other likely con-.. 
tenders havesaid they willcall for the imme- . 
diate resignation of the unelected Mr Gon- 
zalez, who aspires to serve out a full 
presidential term until August 2003. That 
could lead toaclash, since the Colorado can-._ 
didate will pmbabh ia Despite the coun- 
















punishment a 

Most Paraguayans have their living 
standards fall over the past decade, as succe- 
sive governments have procrastinated and 
squabbled. Many now see General Oviedo 
as their only hope for the future. That atti- 
tude bodes ill for democracy. But the politi- 
cians, especially the Colorado politicians, 
have only themselves to biame. i 
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COCHABAMBA 


E third-largest city in Bolivia is spread 
across the flat floor of a fertile Andean 
valley which produces much of the coun- 
try’s grain, poultry, fruit and vegetables. 
But a swiftly expanding population and a 
drier climate have turned Cochabamba’s 
“once lush valley into an increasingly 
parched and dusty place. The water table is 
falling swiftly. Some areas of the city now 
receive water for only a few hours every 
two or three days, and farmers have had to 
shift to crops requiring less irrigation. 

How to end the water shortage has be- 
come a controversial political issue. The 
solution championed by Manfred Reyes, 

_. Cochabamba’s mayor, and backed by Bol- 

| ivia’s current government, is a $450m 
-scheme to pipe water from a group of rivers 

| ©-(one of which, the Misicuni, gives the pro- 
ject its name) high in the mountains sur- 

“rounding the city. It requires boring a 19km 
(12-mile) tunnel through the mountains, at 
depths of up to 1km. 

Work on the project has started, 
stopped and started again since 1998, Some 
of the finance is coming from the World 
Bank and other donors. But some of the rest 

is supposed to come from raising the 
ae levied by Aguas del Tunari, the 
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Water war in Bolivia 


city’s recently privatised water company. 
In December, water bills went up by 35% 
on average and some by twice that. 
Residents were enraged. “They want us 
to pay now for improved water supplies 
and services which won't even begin for 





another two years,” says Oscar Coca, a re- 
gional councillor. In January, protesters 
blocked roads out of Cochabamba for sev- 
eral days. Last weekend, more than 100 
protesters and 30 police needed hospital 
treatment after two days of clashes. The 





city’s narrow colonial streets were clouded 
by tear-gas and smoke from protesters’ 
fires. President Hugo Banzer’s government ` | 
attributed the mayhem to coca farmers... 
and leftist agitators. Civic leaders blamed 
aggressive policing. 

Even before this, the Cochabamba wa- 
ter row had overflowed into national poli- 
tics. Mr Reyes’s small populist party has 
backed Mr Banzer’s government, partly in 
return for its support of the Misicuni pro- 
ject. Buton February 3rd Mr Banzer kicked 
Mr Reyes’s people out of the governing co- 
alition, seemingly because of disagree- 
ments over the water issue (though the two 
had also been at odds over other matters). 

Mr Reyes, a former army captain, has 
been a popular and energetic mayor. But 
his detractors claim he has been less than 
crystalline on the water question. They 
note that during his successful campaign 
last year for a second term he failed to” | 
make it plain that he had been party to an 
agreement with Aguas del Tunari which 
included the tariff rise. 

The protests have forced both Mr 
Reyes and the government to retreat. In 
talks mediated by Cochabamba’s Catholic 
archbishop, they agreed to freeze water 
charges at their level of last October, pend- 
ing further negotiations. That was greeted 
by popular celebration, but may delay still 
further the slaking of Cochabamba’s thirst. 














FEDERAL REPUBLIC OF NIGERIA 
NATIONAL COUNCIL ON PRIVATISATION 


INVITATION FOR EXPRESSION OF INTEREST IN 
NATIONAL OIL 


and Chemical Marketing PLC 


CORE GROUPISTRATEGIC INVESTORS 


1, in line with the ongoing Privatisation Programme of the Federal 
Government of Nigeria and as a result of a subsequent development 
whe rehy hotii the Federal Government of Nigeria and Sel Company of 
Chemica Marketing Pie ( “NOLGHEM" or ` “the Company’ A have agreed io 
jointly divest their shareholding of 80% via the sale to a Core 
Group/Strategic Investor and the Nigerian Public, the Federal Government 
hereby invites prospective Core Group/Strategic Investors to express their 
interest in NOLCHEM which is one of eight major Petroleum Marketing 
companies operating in the Nigerian Downstream Petroleum Industry 
The selected Core Group/Strategiclavestor can havea controlling 
equity stake in NOLCHEM if such investor is able to agree 
satisfactory terms, includingmaking a long-term commitmentto 
remainin the Companyas a shareholder 


Interested Core Group/Strategiclnvestorsmust possess the right technical, 
financial and managementcapacitiesin the downstreamsegmentof the oil 
industry in order to be successful in the pre-qualificationexercise, which 
willshortlisteandidates. 





To qualify interested Core Group Investors must possess verifiable 
evidenceof the following: 
Experience of managing similar companies overseas and/or in 
Nigeria 
‘Technicaland operationaicapabilities 
Amplefinancialresources. 


Only qualified bidders will be contacted and given a period of four weeks 
within which they are expected t carry out due diligence on NOLCHEM 
preparatoryto submitting a bid for theCompany Upon receipt 

of bids from qualified bidders, the Bureau of Public Enterprises (BPE) 
reserves the right to invite one or more of the top bidders for negotiations, 
which mightincludea final opportunityto further enhancetheir bids. 


Interested Core Group/Strategic Investors should indicate their interest by 
providinigthe folowing: 
Full name of the company and the contact person, postal address, 
telephoneand fax numberand e-mailaddress; 
Ownership Structure of the company indicating name(s) of major 
shareholdersand percentegeholding; 
A brochure on the company giving evidence of technical and 
operational competence ia the oil products industry past/present 
operationsoverseasand/or in Nigeria; 
Audited Accountsof the company: Last 3 years; 
Minimum period for which a commitmentwill be made to remainin 
NOLCHEMand providemanagerialand technical direction; 
Evidenceofamplefinancial resources; 
Percentageequitystake beingsoughtin NOLCHEM:and 
Paymentofa non-rehindaklefee of US$ 15,000. 


Enquiriesshould be directedto: 
Member/Secretary 
National Councilon Privatisation 
Secretariat 
BureauofPablic Enterprises 
NDIC Building (First Floor Plot 4477448, ConstitionAvenue 
Central Business District, P M. B. 442. Garki Abuja. 
Tel: 24 09- Gretel 5237400,5237401 
~ 7396 ail: b 








ot later than nay 8 Paina, 2000, 
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INVITATION FOR ON 


JOB TRAINING 
ACTION PROGRAM 


The Public Enterprise Office was 
established by the government of Egypt in 
late 1991. It is responsible for developing 
and over seeing the privatization program 
and monitoring the implementation of the 
specific transaction. 


PEO is intending to execute the second 
phase of his training action program. This 
phase will be intensified and concise. It will 
depend on the on job training which will be 
based on interim management techniques. 


In this respect, the PEO needs assistance in 


managing program. 


It is therefore, PEO invite the specialized on 
job training companies and institutions who 
have imminent experience in the area of 
interim management techniques tọ 
participate in sharing this burden on behalf 
of and under the supervision of PEO. The 
program will cover the management 
organization development capabilities, 
marketing and TQM, budgeting and finance 
topics. Copy of the request for proposal and 
TOR are available at PEO for L.E. 1700 
(US$ 500). 
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One man’s joy in Iraq 


BAGHDAD 


Sanctions notwithstanding, business is picking up in Baghdad. But only for 


the very few and very privileged 


(s O YOU have any newspapers?” Iraqi 

border guards ask travellers arriving 
from Jordan. Like most of their countrymen, 
they are anxious for any information, espe- 
cially about Iraq itself, that is unfiltered by 
government propagandists. But recently, as 
Iraq has faded from the world’s headlines, 
the pickings have been thin. Saddam Hus- 
sein’s regime seems more firmly entrenched 
than at any time in the past ten years, and the 
international dispute over how to handle 
himis as intractable as ever. No news may be 
“good news for Mr Hussein, but it is a disaster 
¿forthe bulk of his citizens. 

The one place where talk of Iraq rattles 
on is the United Nations Security Council. 
©. After squabbling for a year over what sort of 

--arms-control regime to impose on Iraq, it 
eventually created a new body, Unmovic, to 
ferret out whatever nasty weapons its prede- 
: cessor, Unscom, had overlooked. A further 
month of squabbling ensued over who to 
put in charge. Eventually, last month, the 
council settled on Hans Blix, a former Swed- 
+ ishforeign minister and head of the Interna- 
tional Atomic Energy Agency. After taking 
up his new position on March ust, Mr Blix has 
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45 days to produce an “organisational plan”, 
over which the Security Council will doubt- 
less squabble some more. 

Even if the council agrees on an agenda 
for Unmovic, the Iraqi government has re- 
fused to have anything to do with the new 
body. It might back down if pressed, as it has 
done before. But should Unmovic ever man- 
age to get into Iraq, it would doubtless fall 
foul of the same intransigence that stymied 
its predecessor. And since Mr Blix’s every 
move will be subject to council members’ 
vetoes, there is endless room for things to 
continue to go wrong. 

Viewed from Iraq, all this debate has an 
air of unreality. The border guards have no 
time to wonder whether or not Mr Blix will 
ever arrive; they are busy with other custom- 
ers. Tunisian, Jordanian and Indian busi- 
nessmen jostle at the passport desk. An Ital- 
ian commercial delegation follows fast on 
the heels of an Austrian one. A German con- 
tingent recently passed through to reopen 
their embassy in Baghdad; Japan is about to 
follow suit. Iraqi delegations will soon travel 
the other way, en route to Spain and Turkey. 

The lobby of Baghdad’s plushest hotel, 


which stood empty and echoing two years 
ago, seethes with diplomats and business- 
men taking in an exhibition on “American 
aggression”. In theory, the world is still ostra- 
cising Mr Hussein’s regime with the strictest 
sanctions. ever imposed. But, by now, i 
practice, many foreign firms. and govem- 
ments are keen to rebuild old ties. 
Although simply hobrobbing with Iraqi 
officials does not contravene the letter of the 
sanctions, many do not stop at that. Jn prin- 
ciple, all goods entering Iraq should receive 
approval from a special un committee. But 
for every truck crossing the Jordanian bo: 
der by the book, un staff reckon that an- 
other 20 pass without permission (some of 
those, admittedly, fall under a Jordanian- 
Iraqi barter deal sanctioned by the un). At 
the Turkish border, there are 200 embargo- 
busters for every legitimate load. 
To pay for goods brought in this way, the 
lraqi regime smuggles oil out by land and 
sea. In the north, the line of tankers waiting to 
cross the Turkish frontier is sometimes 
backed up for 30km (18 miles). At the oppo- 
site end of the country, in the Gulf, fleets of 
small ships load up with Iraqi oil and then 
sneak out through Iranian. waters. Although. 
American and British patrol boats intercept 
some of the.smugglers, such as the wan 
tanker seized last week, many more slip by. . 
Some of the fruits of this trade are on dis- 
play in Baghdad. In stores catering to senior 
government people, shoppers deliberate 
over cognac and delicacies that are certainly 
not part of the normal un food ration. Pi- 
rated copies of the latest American films and 
serials are regularly shown on Iraqi televi- 
sion. Mr Hussein’s newest palace, draped in 


scaffolding a year ago, now presents an un- 


blemished facade to the skyline. Workers are 
fixing smart stone cladding on run-down 
government offices. 
The traffic police whizz about on shiny.” 
new motorbikes, The well-equipped secu-. 
rity services seem firmly in charge; even the 
rumours of protest against the regime that 
emerged from southern Iraq last year have 
died out. After poring over satellite photo- 
graphs, American officials recently an- 
nounced that Iraq had rebuilt many of the 
buildings destroyed by American bomber in 
air raids in December 1998. ; 
But even if Mr Hussein has found ways 
around the embargo, mest Iraqis have not. 
To mitigate their plight, the un setupthe “oil 
for-food” programme, whereby its staff su- 
pervise the sale of limited amounts of Iraqi 
oil and the purchase of humanitarian goods 
with the proceeds. Although supplies of- 
food and medicine have increased, Iraqi bü- 
reaucrats still hamper distribution, while 
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American and British representatives at the 
UN have put many of the humanitarian con- 
tracts that they question on indefinite hold. 
Increased rations have helped with basic 
nutrition but with little else. They cannot 
touch the general ruin of the country after 
ten years of sanctions: the scale of dilapida- 
tion is too great. For instance, the road from 
Baghdad to Basra reveals that the agricul- 
tural land in between has become one vast 
salt pan. Computer programmers and elec- 
trical engineers moonlight as taxi-drivers for 


Israel and Lebanon 


want of work. Iraq’s lapsed middle classes 
hawk rusting plumbing joints at one of Bagh- 
dad’s many impromptu markets. A hospital 
in Basra, miserably short of all its imported 
supplies, says that even its blood-bank (pre- 
sumably not imported) has been empty for 
the past six days. 

As one unemployed scientist puts it, 
“Life is very, very bad.” This stark sum- 
ming-up does not apply to Mr Hussein and 
his friends. And none of it, good or bad, is 
news for the news-starved border guards. 


Back to bombs and rockets 


JERUSALEM 


A week that should have ended with Israel and the Palestinians agreeing on 
the principles of a permanent peace finds all peace talks temporarily halted, 
and an alarming escalation of the war in Lebanon 


OPES of a Middle Eastern peace were 

battered at the beginning of this week 
as Israel and Lebanon's Hizbullah guerrillas 
embarked on a hazardous bomb-for-rocket 
battle. The attacks and the counter-attacks 
were all too familiar: the potentially peaceful 
framework less so. 

Having firmly announced that it would 
withdraw from south Lebanon by the sum- 
mer, Israel has been arguing that its soldiers 
there should no longer be fair game for the 
guerrillas. And having resumed its long- 
suspended peace talks with Syria, Israel has 
been saying that it expects the Syrians to rein 
the guerrillas in. By last weekend it had be- 
come painfully clear that neither of these 
naive wishes was coming true. 

Five Israeli soldiers had been killed over 
the previous fortnight, most of them by Hiz- 
bullah anti-tank missiles fired with pinpoint 


Barak’s cold comfort to the sheltered 
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accuracy into fortified Israeli positions. The 
guerrillas were also stepping up their attacks 
on Israel’s surrogate South Lebanon Army. 
So, on the night of February 7th, Israel’s air 
force blasted Lebanon's electricity grid, 
bombing three large transformers and cut- 
ting off power to Tripoli, Baalbek and parts 
of Beirut. Lebanese officials said it would 
take a year to repair the damage, which they 
set at $4om. 

The Israelis affirmed that the bombs 
were meant as “a clear message” to Hiz- 
bullah, to Lebanon and above all to the Syri- 
ans. But the next day, February 8th, Hiz- 
bullah was back on the attack, and another 
Israeli soldier had died. Although his army 
was pressing for an even more punishing at- 
tack on Lebanon’s civilian economy, Ehud 
Barak, who is both prime minister and min- 
ister of defence, ordered the bombing that 
night to be confined to Hizbullah camps in 
southern Lebanon: standard stuff in this de- 
cades-long war. 

The week continued with more fighting, 
on a lesser scale—and more desperate dip- 
lomacy by the Americans to salvage what 
had so recently seemed to be the bright pros- 
pect of an Israeli-Syrian-Lebanese peace. 
With the negotiations between Israel and the 
Palestinians also halted amid mutual re- 
criminations, and Mr Barak facing a police 
investigation over campaign finance, the at- 
mosphere has become grim. 

Mr Barak himself is torn. The negotia- 
tions with Syria are in abeyance, but he is as- 
sured by both the Americans and the Egyp- 
tians that this is just a tactical hiccup, and 
that Syria’s President Hafez Assad is still ea- 
ger toconclude a peace treaty by the spring. If 
that is true, a serious escalation in Lebanon 
should obviously be avoided. But at the 
same time Mr Barak, a decorated former 
army chief of staff, must not appear weak in 
the eyes of his own people, who are condi- 


tioned to expect massive retaliation for the 
loss of Israeli lives. A treaty with Syria will re- 
quire approval in a referendum which Mr 
Barak will not win if he is seen to be soft. 

Mr Barak is neither soft nor naive. He is 
most unlikely to have believed that the guer- 
rillas would hang up their rocket-launchers 
just because Israel had said it would move 
out of south Lebanon in July. On the con- 
trary, Hizbullah, which is an ambitious pol- 
itical party as well as a guerrilla movement, 
would want to show that it was its fighters’ 
resolve and military prowess that forced the 
Israeli occupiers out. Nor is Mr Barak blind to 
Hizbullah’s usefulness to Syria as an instru- 
ment of tactical and psychological pressure 
against Israel during the talks. 

Nevertheless, the prime minister’s aides 
insist that he has the right todemand moder- 
ation from Hizbullah, and to use Israel's air- 
borne military might to enforce Lebanese 
and Syrian acquiescence. The guerrillas, they 
claim, have been launching their rockets 
from inside Lebanese villages. That would 
break the “understandings” by which the 
fighting has been conducted since Israel's fer- 
ocious bombardment of Lebanon in April 
1996, which included the killing of 100 Leba- 
nese civilians at Qena. According to this Is- 
raeli logic, striking at Lebanon’s economic in- 
frastructure—although itself a blatant 
violation of “understandings” designed to 
protect civilians—is an effective way of in- 
ducing Syria to curb the guerrillas. 

Others in Israel are unconvinced. Even 
Ariel Sharon, the Likud defence minister who 
launched the disastrous invasion of Lebanon 
in 1982, now says that the army should leave 
at once. On the government side, too, there 
are many who want to see the July deadline 
brought forward. They will doubtless speak 
out more boldly if things go amiss. 

So far in this battle, Israel’s bombs have 
not killed any Lebanese civilians, though 
they have wounded several. Future bombs 
could well go astray. For the first part of this 
week, Israelis on their side of the border ei- 
ther had fled south or were packed in air-raid 
shelters for fear of retaliatory rockets. This in 
itself was a success for Hizbullah, and an in- 
tensification of the pressures on Mr Barak. 

= 


iran 


How fast 
and how far? 


TEHRAN 


NE thing is clear: when people cast their 

ballots in Iran’s parliamentary election 

on February 18th, most of them will be vot- 

ing for change. The point at issue is the pace 

of change, and the degree to which the Is- 
lamic system should be altered. 

The campaign has been dirtied by the 
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WISH UPON OUR 


fw stars 


AND ALL 
YOUR DREAMS 


COME TRUE. 


We can’t explain why our guests love staying at Burswood International Resort Casino so much. 
Is it the friendly attitude of our staff where nothing is too much trouble? Is it our free 
entertainment 24 hours, every day? The excitement of our International Room? Is it our six bars 
and nine restaurants? Or is it our Mediterranean climate and clear blue skies? Whatever the reason, 
you'll find a holiday at Burswood is one you'll remember as the time all your dreams came true. 


For bookings telephone (618) 9362 8888 or email: reserve@burswood.com.au 
Perth, Western Australia. Facsimile (618) 9470 2553 www.burswood.com.au 
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mud that the would-be reformists are sling- 
ing at one another. Officially, Iran allows no 
political parties. The electoral system is Iran’s 
own, qualified version of proportional 
representation, with 6,083 candidates com- 
peting for the 290 seats in the newly ex- 
panded parliament (576 applicants, pre- 
dominantly from the reformist camp, have 
been disqualified), The challenge for the vot- 
ers will be to sort through the labyrinth of 
tickets, loose alliances among political fac- 
tions, and the great many candidates who 
will be totally unknown to them. 

President Muhammad Khatami's ticket, 
called the Islamic Iran Participation Front, 
draws its candidates from 18 different 
groups. It offers a programme new to Iran: a 
free press, a judiciary that stays out of poli- 
tics, and law enforcement that respects citi- 
zens’s rights. Through these fundamental 
changes, it claims, the republic will cease to 
be ruled by the clerical establishment and 
become a nation with rights for all. Its slogan 
is “Iran for all Iranians”. 

The ticket headed by Ali Akbar Hashemi 
Rafsanjani, a former two-term president, 
calls itself Kargozaran, or Servants of Con- 
struction. Its candidates, a mixture of cen- 
trists and technocrats, all claim to be “mod- 
erate” and thus more acceptable than Mr 
Khatami’s “leftists”. They favour a free mar- 
ket and less drastic social reform than that 
advocated by Khatami loyalists. Whereas 
the Participation Front is calling on the elec- 
torate to vote for its entire slate, the Con- 
struction candidates are encouraging voters 
who wanta bit of change to choose a mixed 
bag: some moderate conservatives from 
their side and some hard-core reformists 


from the Khatami coalition. Watering down 
parliament in this way, they argue, is a more 
practical, and probable, solution. 

Staunch conservatives, a more cohesive 
bunch, have been pushed to the sidelines by 
the ferocity of the battle among the reform- 
ists. When they can get themselves heard, 
they give warning that the election could re- 
sult in sacrificing Islamic values. Talk of citi- 
zens’ rights, they argue, means legalising im- 
morality and trampling upon the legacy of 
Ayatollah Khomeini. They do better when 
they insist that economic reform must come 
before political change: the national unem- 
ployment rate is estimated to be 17%, and at 
least 30% in parts of the country. 

Mr Khatami’s reformers hope that this 
election will be the start of true party politics. 
Although the electorate may well be too cau- 
tious to allow the Participation Front a land- 
slide, if the reformers succeed in becoming 
the majority in parliament, or at least a noisy 
minority, they will push for institutional up- 
heaval. And with public opinion behind 
them, they are likely to succeed over the 
coming four years in changing some of Iran's 
constitutional checks and balances. 

One of the first items on the review list 
will be the role of the Council of Guardians, 
the body of conservative clerics and jurists 
that supervises elections and screens candi- 
dates. The guardians regularly come under 
fire for eliminating prominent reformers 
from elections in order to give conservative 
candidates an edge. 

Another important development could 
affect the Expediency Council, the institu- 
tion that has the final say on all legislation. 
Mr Rafsanjani has headed the council since 


INTERNATIONAL 


An anti-clerical thought or two 


its formation in the 1980s, including the long 
period when he was Iran’s president. If, as is 
possible, he becomes the next speaker of 
parliament, he will be under pressure to give 
up his council post. But if Mr Rafsanjani 
could be both president and council head, 
might not Mr Khatami also hold the same 
two posts? Should that come about, it would 
give a sharp fillip to reform. 


. 








FRICA is beginning to take the crimes 
of its past dictators seriously. On Feb- 
ruary 3rd, a court in Senegal charged a for- 
mer Chadian dictator, Hissène Habré, with 
“torture and barbarity”. Mr Habré, who 
ruled Chad for eight years from 1982, has 
lived comfortably in a smart suburb of 
Senegal’s capital Dakar since he fled his 
own country in 1990. He has now been in- 
dicted and put under house arrest. 

During Chad's civil war, America and 
France gave Mr Habré money and guns to 
fight his Libyan-backed rival. He drove the 
Libyans out of northern Chad but he also 
used the weapons on ethnic groups that 
did not support him. A “truth commis- 
sion” established by the present Chadian 
government accused Mr Habré of 40,000 
political murders and 200,000 cases of tor- 
ture. Papers presented by human-rights 
groups to a judge, Demba Kandji, in Dakar 
last week, cited 97 political killings, 142 
cases of torture and 100 disappearances. 





Africa’s many Pinochets-in-waiting 


Now these human-rights activists are jubi- 
lant, calling Mr Habré Africa’s Pinochet. 

Senegal is one of the first countries to 
take advantage of the international con- 
ventions that allow crimes against human- 
ity to be tried in countries where they were 
not committed. It also has the admirable 
record of being the first country in the 
world to ratify the setting up of the Interna- 
tional Criminal Court last year. Yet the Ha- 
bré case has awkward overtones. 

For a start, it is a breach of African eti- 
quette. The government has let him live 
there since he arrived ten years ago, in a 
Chadian government aircraft with $i2m in 
his baggage. It would have been easier to 
send him back to Chad. But there he might 
have been executed. And, for all its protes- 
tations, Chad has never officially asked for 
him. This could be because Idriss Déby, the 
man who overthrew him and now rules 
Chad, was once Mr Habré’s army chief, 
responsible for executing his orders. 


Other African butchers may be harder | 
to winkle out of their exile. Idi Amin of 
Uganda lives in Jeddah, well protected by 
the Saudis, who are not greatly inclined to 
ratify human-rights conventions. Men- 
gistu Haile Mariam of Ethiopia is in Zim- 
babwe, where President Robert Mugabe 
protects him out of gratitude for the guns 
Mr Mengistu gave him during Zimbabwe's 
independence struggle. Similar memories 
prevented South Africa’s post-apartheid 
government from touching him when he 
went there for medical treatment recently. 
Milton Obote, another Ugandan ex-dicta- 
tor, whose second period in power from 
1980 to 1985 was even bloodier than Idi 
Amin’s rule, lives in Zambia. 

Nevertheless, the safest policy for Afri- 
can dictators who fear being forced to an- 
swer for their misdeeds is to be reincar- 
nated as a democratically elected pres- 
ident by way of a well managed election. 
Witness, for instance, Ghana’s Jerry Raw- 
lings, Benin’s Mathieu Kérékou, the Gam- 
bia’ Yahya Jammeh and Togo’'s Gnass- 








ingbé Eyadéma. The list is long. 
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EUROPE 


The Union pauses for breath 










BRUSSELS 


_ The European Us 
“clubs rules to 
moment, mean de 


TT STARTS on Febr 


n] ' h, itends in Dec- 
A ember, and if you hear nothing more 
about it between those two dates then many 





‘European Union governments will be well 
‘pleased. The event in question is a constitu- 
tional conferencé—an inter-governmental 
conference, or 1Gc, in EU jargon—at which 
_ tepresentatives from the Union’s 15 govern- 
ments, sometimes ack ministers and 
sometimes high civil servants, will meet to 
hammer out yet another new treaty. 

Such conferences are a legal necessity. 
The Ev is constantly outgrowing its old trea- 
ties as it goes on adding new members and 
new functions. This conference is mainly 
about preparing the institutions and proce- 
dures of the Union for a big rise in 

- membership as it takes in a dozen 
-ör more countries in the decade £ 
or two ahead, most of them East 
European states once trapped in 
the communist block. 


join. They are Cyprus, the Czech 
Republic, Estonia, Hun- 
„gary, Poland and Slove- 

















*s 15 countries, Austria included, are having to change the 
widening membership. But wider does not, for the 


nia. Six more begin detailed negotiations on 
February 15th. They are Bulgaria, Latvia, Lith- 
uania, Malta, Romania and Slovakia. Wait- 
ing in the wings are Turkey and now (though 
not yet on any official list) Croatia, after its 
recent acquisition of an eu-friendly govern- 
ment and president. 

The first three or four new members are 
generally expected to join in 2004, give or 
take a year—or they were until recently, at 
any rate. The entry of the far-right Freedom 
Party into the Austrian government has in- 
jected a new note of uncertainty, since each 
admission requires the unanimous agree- 
ment of existing EU members. 

Governments do recognise the need for 
this conference, driven by enlarge- 

ment. But they approach it witha 
heavy heart. It will be tiring, bor- 
ing work, and it will bring most 
of them a bad press. A new EU 

f treaty means a new pooling of 
7 sovereignty here and there, such 
Bei that almost every country 
¥ comes away from the table 
looking a loser in strictly 
national terms. There 
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ts a corresponding gain for the “European” 
interest, and governments used to be prot 
of saying so. But as voters have grown more 
sceptical about European integration, so 
gains for Europe have been losing their po- 
litical value rather fast. 

Nor can the European Commission, the 
zus executive arm, do a lot to change things, 
much as it would like to. As guardian of the 
European interest and self-styled “motor” of 
European integration, it views each new | 
conference and each new treaty as a chance 
for another great leap forward towards.a true 
European Union. For this conference it has 
been bidding to have the whole corpus of the 
Union’s treaties consolidated and reorgan- 
ised into “constitutional” and other kinds o! 
law—a big step towards giving theva for 
mal constitution. 

But the commission’s gods have de- 
serted it. It is still weak and drifting in policy 
terms, a year after the previous team of 20 
commissioners resigned in disgrace. The 
president of the new team, Romano Prodi 
has yet tocome up with the vision or rhetork 
that might rehabilitate European integration 
in the eyes of governments or voters. Hi 
“strategic objectives” for Europe, unveiled 
this week in the approach to the confe 
contained nothing that was both : 
interesting. 

So, this time, there will be no gra p 
jects, Cautious governments will have thei 
way in the conference, and their maxim will 
be: get it over with. The minimum agenda: 
be hacked through consists of three items. 
Beyond that, the less the better. 

The first obligatory item is how to limi 
the European Commission’s size: At presen 
it consists of 20 members from 15 countries. 
Probably, big countries will give up their 
right to nominate a second commissioner. | 

The second item is how to reweight th 
voting power of countries more fairly in the 
Council of Ministers, the v's legislature. The 
present system favours small countries 
Largé countries want that corrected, before 
lots more small members join, and before 
paar lala reduces their entitlement toa- 
single commissioner each. They will almost 
certainly get what they want. 

The third question is whether more £0 
legislation should be passed by majority vot- 
ing, and, if so, what. Enlargement will make 
it more and more difficult for the Union to. 
decide anything by unarimity. But, in prac- 
tice, few countries are willing to risk being 
overruled on matters of serious national: 
concern. So majority voting seems most: 
likely to be extended, if at all, in relatively. 
innocuous areas such as industrial, tran- 
sport and cultural policy, where unanimity 
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EUROPE 


BRUSSELS 


ELATIONS between Austria and its 14 

European Union partners showed 
signs of easing this week, after some sharp 
early exchanges and a promise from the 14 
that they would freeze bilateral contacts 
with an Austrian govemment that in- 
cluded the far-right Freedom Party. 

Portugal, which currently holds the £u 
presidency, decided that it would still in- 
vite an Austrian representative to an “in- 
formal” meeting of Eu social-affairs minis- 
ters in Lisbon on February 10th and uth. 





_ Europe relaxes its Austracism 


This was something of a test case. “Infor- 
mal” ministerial meetings are frequent EU 
events but are not provided for in Eu trea- 
ties. Portugal could have barred Austria 
without breaking eu law. 

Austria’s European partners clearly do 
not want to give it grounds to complain 
thatitis being denied a chance to take a full 
part in eu affairs. The new Austrian gov- 
ernment has helped matters along by say- 
ing that, despite the hostile reception it has 
received, it has no plans to make system- 







atic use of its veto to block Eu business. 

But many signs of tension remained. 
Laurette Onkelinx, the Belgian employ- 
ment minister, said she would snub her 
Austrian counterpart if they met. The Por- 
tuguese president, Jorge Sampaio, post- 
poned a state visit to Austria. Sharp criti- | 
cism of the new government has come also 
from Israel, which has withdrawn its am- 
bassador, and from the United States, 
which said it would review diplomatic 
contacts. But Madeleine Albright, the 
Czech-bom secretary of state, hinted at a 
softer approach this week by saying Amer- | 
ica should “expand [its] dialogue” directly | 
with Austria's people. | 





has upuntil now been the rule. 

Arguments on these items will run, hig- 
gledy-piggledy, through the conference’s ten 
monthsor so. All being well, prime ministers 
will bring them to a close with some decisive 
late-night table-thumping in December. 

The main item of “other business” that 
may also have found its way on to the 
agenda by then is something called “flexibil- 
ity”. The idea here is to make it easier for any 
largish group of Eu countries, but not neces- 
sarily all of them, to set up a new institution 
or a new agreement and to have it integrated 
into Eu law. 

Monetary union was an early example. 
Defence may be the next. Eu leaders are also 


discussing in the course of this year how best 
they may be able to developa “European de- 
fence identity”. They will probably decide 
before December whether this should be 
done through new eu treaty provisions, or 
by other means. 

Countries are divided in their views of 
“flexibility”. One problem is that nobody 
cancalculate confidently what the overall ef- 
fect on the Union will be. It might prove a 
way of keeping countries together within the 
club. It might prove a way of driving them 
apart. And it says something for the current, 
very mixed, reputation of the £u, that some 
governments seem uncertain as to which of 
those outcomes they would prefer. 

— — s 
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Soft spots for each other 
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UNGARY’S foreign ministry did issue, if 

a little late, a statement deploring some 
of Jörg Haider's views. But Hungary’s prime 
minister, Viktor Orban, also made it plain 
that he was unpleasantly disturbed by the 14 
EU countries’ decision last week to put Aus- 
tria’s new government into some kind of di- 
plomatic quarantine. The entry of Mr 
Haider’s party into Austria’s government 
was, he said with apparent approval, like “a 
stone being thrown into an intellectually 
and politically stagnant pond”. 

What the £u countries had done “forces 
us all to think harder than usual about the 
deeper meaning of democracy,” he said. In- 
deed, though Hungary has been trying for 
several years to get itself into shape to join 
the Eu, its prime minister said that Hungar- 
ians should now carefully ponder their 
country’s future ties with it, implying clearly 
that there should be limits to future Eu en- 
croachments on Hungarian sovereignty. Mr 
Orban pointedly did not condemn Mr 
Haider or his party. There was no need, he 
said, for Hungary to join a boycott. 


Itis not the first time that Hungary’s pug- 
nacious, conservative prime minister has as- 
serted Hungary’s independence of eu think- 
ing. He has previously insisted on starting 
negotiations for a trade agreement with 
Croatia, when that country was ostracised 
under its recently deceased leader, Franjo 
Tudjman. He also regularly complains about 
the slow pace at which the eu is taking in 
new members from Central Europe. Hun- 
gary’s economy, he says, is more advanced 
and more tied in with the eu than Spain’s or 
Portugal’s was when they got into the club 14 
years ago. 

Apart from his own prickly suspicion 
that the £u is too keen to dictate to small 
countries, Mr Orban also has pragmatic rea- 
sons for being soft on the Haiderites. Hisown 
party, Fidesz, has had to cut the occasional 
parliamentary deal with the Hungarian Jus- 
tice and Life Party, an ultra-nationalist group 
that shares some of Mr Haider’s nastier be- 
liefs. And leading figures in the Smallholders’ 
Party, a junior partner in Mr Orban’s co- 
alition, are also inclined to make fiercely xe- 
nophobic remarks from time to time. 

On topof that, Mr Orban cherishes Hun- 
gary’s historic links with Austria, which long 
bound the two countries together at the 
heart of a great empire. And as the £u’s 
bridgehead into Central Europe, Austria, in 
Mr Orban’s view, is far too important to an- 
noy, whoever is running its government. 





Croatia 


New start? 


ZAGREB 


N TWO months, Croatian politics has 

been transformed. Since Croatia’s long- 
serving, arch-nationalist president, Franjo 
Tudjman, died on December 10th, his Cro- 
atian Democratic Union has fizzled fast. In a 
general election on January 3rd, it was 
thrashed by a more liberal, westward-lean- 
ing party. Andon February 7th, in the second 
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round of an election for a new president, a 
moderate reformer who had long opposed 
Tudjman won too. 

While turning their backs on the recent 
past, Croats have nonetheless come up with 
two figures who were both better known in 
former Yugoslavia. The new prime minister, 
Ivica Racan, once led Croatia’s communists, 
and the incoming president, Stipe Mesic, was 
Yugoslavia’s last president in 1991, when it 
began to break up. Despite that pedigree, 
their main plan is to make Croatia more 
democratic and to bring it into Europe's 
mainstream. Though from different parties 
within the new coalition government, there 
is no reason why the pair should not co-op- 
erate well, especially over foreign policy. In 
any event, Mr Mesic has agreed that presi- 
dential powers will be reduced. 

The country’s isolation was certainly one 
reason why so many Croats voted against 
the Tudjman legacy. But there are limits be- 
yond which most Croats are still reluctant to 


go in order to get into the good books of the 
Eu. Most of them, for instance, will want 
their government to go on resisting the de- 
mands of western countries that alleged 
Croat war criminals should be arrested and 
sent for trial at The Hague. 

It was the corruption surrounding Tudj- 
man’s friends that did much more to swing 
the elections than the Croats’ sense of loneli- 
ness in the world. Most Croats feel strongly 
that friends of Tudjman who have become 
rich in recent years at the expense of the state 
should be punished. So the new government 
must rapidly set about undoing the system 
of patronage and graft that has hitherto pre- 
vailed. Eyebrows were raised when Mr Ra- 
can put two businessmen into his cabinet. 

Some signs, however, are encouraging. 
Two former ministers have already been 
called in for questioning by the police incon- 
nection with missing state money. A tycoon 
is also being held while under investigation 
into shady privatisation deals. And the gov- 
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ernmentsays it will get ridof many senior of- 
ficials in the interior and defence ministries 
and in the intelligence services. As for econ- 
omic policy in general, the newcomers pro- 
mise to open the country up and make it 
friendlier to business. And they may. 

Although the new team agrees that 
Croatia must try much harder to cosy up to 
the eu, itis less clear what t will doin the Bal- 
kans, particularly in neighbouring Bosnia. 
Mr Mesic says that relations with Bosnia’s 
ethnic Croats must change. Under Tudjman, 
Croatia gave them every sort of special treat- 
ment, which helped to keep Bosnia divided. 
The new government and president in Zag- 
reb will try to get on better with Bosnia as a 
whole—including its non-Croat parts, 

But Croatia is unlikely to put much store 
on better relations with o'her bits of the Bal- 
kans. Countries such as Macedonia and Al- 
bania, not to mention Serbia, do not count 
for much in Croatia’s capital. In foreign pol- 
icy, the gaze is fixed on the north-west. 

a — 





Montenegro 


A warning shot? 


CETINJE 


T WOULD be an exaggeration to say the 

assassination in a Belgrade restaurant on 
February 7th of Pavle Bulatovic, Yugoslavia’s 
defence minister, caused inconsolable grief 
in Cetinje, the historic capital of his native 
Montenegro. It is a charming little town 
where pastel-coloured mansions turn out to 
be the former embassies of Europe's great 
powers. But if shooting were ever to start 
over the future of Montenegro, Serbia’s reluc- 
tant partner in the moribund Yugoslav fed- 
eration, the shabby but romantic streets of 


Cetinje would be the heartland of the inde- 
pendence movement—and Mr Bulatovic, 
had he survived, would have been heavily 
involved in moves to suppress it. 

In the old town’s cafés and bars, with 
names like Vendetta and Magnum, the talk is 
that Mr Bulatovic was already up to his neck 
in preparations to crush Montenegro's par- 
tial independence—and to stop it going any 
further. These moves have included the mo- 
bilisation of anti-independence “tribal as- 
semblies” in Montenegro's north and in Mr 
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Cetinje’s martial arts live on— 
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without Bulatovic (top right) 


Bulatovic’s homeland in the centre, and the 
formation of paramilitary units to do battle 
with the Montenegrin police in theeventofa 
showdown. 

Still, cooler heads in both Cetinje and 
Podgorica, a less romantc metropolis from 
which modern Montenegro is run, think the 
shooting bodes ill for Yugoslavia’s President 
Slobodan Milosevic’s shrinking empire— 
whatever theory they espouse about recent 
events, including last month's killing, also in 
Belgrade, of Arkan, a leading Serb warlord. If, 
as some suggest, Arkan was punished by Mr 
Milosevic for his proximity to the Montene- 
grin government, then this week’s shooting 
could be an act of revenge by the Arkan 
camp. But the government in Belgrade has 
tried to blame the Arkan killingon the “Mon- 
tenegrin mafia” and wil probably use this 
latest murder to discredit Montenegro's 
power-brokers, both criminal and political, 
even more. Vojislav Seselj, an ultra- 
nationalist Serb leader, blames this week’s 
murder on “western intelligence”, 

Croatia’s new president, Stipe Mesic, has 
a simpler theory. He says Mr Bulatovic was 
just the latest of a dozen or so people 
bumped off by the powers-that-be in Bel- 
grade to stop them testifying about war 
crimes. As someone whocourageously blew 
the whistle on atrocities ty his fellow Croats, 
Mr Mesic knows what he is talking about. 

Whoever killed Mr Bulatovic, whose job 
included military co-op2ration with coun- 
tries like Russia, China, Iraq and perhaps 
Libya, Mr Milosevic wil! certainly not miss 
the excuse to tighten the screws on the oppo- 
sition in Belgrade and elsewhere. When one 
of hisclose friends, Nikola Sajnovic,a deputy 
prime minister, proclams a “holy war” 
against terrorism, many people now shiver 
in their shoes. 

a 
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EUROPE 
Russia 


A bruised press 


Moscow 


N INVESTIGATIVE journalist is threat- 
ened with a compulsory stay in a psy- 
chiatric hospital. A war correspondent is de- 
tained and then disappears. Whether by 
accident or design, Russia’s battered press 
freedoms look more bruised than ever. 

The two journalists in trouble both spe- 
cialise in stories that annoy important peo- 
ple. The first, Alexander Khinshtein of Mos- 
kovsky Komsomolets, a downmarket 
Moscow paper, specialises in what he claims 
to be sensational scoops, usually involving 
bugged telephone calls. On January 17th, the 
police turned up at his home and insisted 
that he accompany them toa special psychi- 
atric hospital, several hours’ drive from Mos- 
cow, for tests needed in connection, they 
said, with a driving-licence application dat- 
ing from 1997. Mr Khinshtein stalled them, 
went into hiding, and is now taking the tests 
ata Moscow hospital of his choice. 

The other victim is Andrei Babitsky, who 
had been covering the war in Chechnya for 
Radio Liberty, an American-run Russian- 
language radio station. His highly critical re- 
ports, mostly filed from Chechen-controlled 
areas, had infuriated Russia’s generals. De- 
tained at a checkpoint on January 16th, he 
was held incommunicado until February 
3rd, when—just as his colleagues were being 
told he would be sent back to Moscow—he 
was supposedly handed over to the Che- 
chens, at his own request, in exchange for 
two Russian prisoners of war. 

This story fell apart as soon as it was is- 
sued. For a start, it was most unlikely that Mr 
Babitsky would fail toconsult his wife or edi- 
tors before agreeing to the deal. One of the 
Chechen commanders supposed to have re- 
ceived him turns out to be dead; the other 
seems not to exist. According to the Commit- 
tee of Soldiers’ Mothers, a military-reform 
pressure group, the two Russian soldiers sup- 
posedly freed are equally fictitious. The 
hand-written statement in which Mr Babit- 
sky allegedly agreed to the swapisa “cut and 
paste job”, according to Paul Goble, of Radio 
Liberty. A blurry video of Mr Babitsky’s han- 
dover, filmed by an rss (neo-xGs) officer 
who “just happened to be around”, is highly 
unconvincing. 

Adding insult to injury, the prosecutor- 
general's office, while insisting that the han- 
dover (to people Russia normally describes 
as murderous maniacs) was entirely legal, 
has also, in all seriousness, ordered Mr Babit- 
sky to report back to Moscow for question- 
ing or face an arrest warrant. Other Russian 
officials have blackened both Mr Babitsky’s 
reputation (for carrying Chechen accredita- 
tion) and Radio Liberty’s. “What other coun- 
try would allow a foreign-owned radio sta- 
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tion to operate on its 
territory?” asked one. 

All this casts a bleak 
shadow on Russia’s acting 
president, Vladimir Putin. 
The abuse of psychiatry, 
which is what the treat- 
ment of Mr Khinshtein 
amounts to, was a hall- 
mark of Soviet-era repres- 
sion. The officially sanc- 
tioned disappearance of 
one of Radio Liberty’s re- 
porters is all the more 
alarming in that this orga- 
nisation was allowed to 
open offices in Russia as one of Boris Yeltsin’s 
first steps to distance his country from its 
totalitarian past. An only marginally less 
worrying interpretation is that Mr Putin is 
not sinister, just cynically indifferent. 





Tremble for Babitsky 
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His political calcula- 
tions, however, may once 
again prove—at least in the 
short term—quite shrewd. 
There is little public inter- 
est in either case. A bid to 
launch a parliamentary 
inquiry on February uth 
flopped. While loudly pro- 
claiming his support for 
press freedom (he said this 
week that a market econ- 
omy was impossible with- 
out it), Mr Putin probably 
sees little reason to get in- 
volved in the potentially 
embarrassing details of how it is abused in 
his country. Americans, and a handful of 
Russian liberals, may huff and puff about Mr 
Babitsky. But, as Stalin once brutally ob- 
served: no person, no problems. 








Finland 


Very first lady 


HELSINKI 


ARJA HALONEN, whom Finns elected 

as their president on February 6th, is not 
only the first female to occupy the office; she 
may also lean farther to the left than any of 
her predecessors. Still, Finns are nothing if 
not pragmatic. On the whole, especially in 
economic matters, they 
have been edging steadily 
rightwards. So Ms Halo- 
nen, a Social Democratic 
labour lawyer who is gen- 
erally viewed as pro-gay 
and anti-church, could 
turn out less red than she 
has been painted. 

It was a close fight, 
with Ms Halonen only just 
pipping (by barely 2%) 
Esko Aho, the leader of the 
Centre Party and therefore 
of the opposition to the 
ruling five-party “rain- 
bow” coalition of Social 
Democrats, Conserva- 
tives, Greens, ex-Communists and Swedish- 
speakers. Her sex helped. The most plausible 
of the candidates knocked out in the first 
round were women, leaving the women’s 
vote, if there was one, to Ms Halonen. 

But the voters, of both sexes, had a di- 
lemma. Many town-dwellers who dislike Ms 
Halonen’s socialist tint also tend to dislike 
the Centre Party’s rural, rather inward-look- 
ing, somewhat “unEuropean” flavour. And 
then a European issue popped up, as the 
campaign ended, which gave Mr Ahoa fillip. 
Many Finns, in both town and country, 
agreed with him when he criticised what he 
considered to be the needlessly interfering 





Smile for Halonen 


attitude of the £u and 14 of its members to- 
wards the new government in Austria. Mr 
Aho’s assertion that the Austrians’ choice of 
government was their own business went 
down well among the many Finns who are 
sensitive to their own sovereignty as another 
small country, with only 
5m people. 

In any event, the Finn- 
ish president's powers are 
slipping. A new constitu- 
tion shifts more clout to 
parliament, which will 
have more say in dissolv- 
ing and choosing a gov- 
ernment. Though the 
president will play a part 
in foreign affairs, parlia- 
ment will decide who 
should represent the 
country at international 
gatherings, including £u 
summits. In fact, Ms Halo- 
nen’s predecessor, Martti 
Ahtisaari, another Social Democrat, gener- 
ally let the prime minister, Paavo Lipponen, 
yet another Social Democrat, take the front 
seat at such occasions. 

Ms Halonen’s successor as foreign minis- 
ter will be a Soc-Dem too. So the party holds 
all the posts that matter in foreign affairs.On 
the face of it, that means that the debate 
about Finland joining Nato, which hit the 
headlines for a while last year after being a 
taboo topic for decades, will be well off the 
agenda. But Ms Halonen’s ideological col- 
ours have already faded a bit in previous 
jobs. And she has a capacity to surprise. 
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Jörg Haider, an Austrian conundrum 


66 E WANTS to be chancellor,” says Joschka Fischer, Ger- 

many’s Green foreign minister, gloomily of Jorg Haider, 
leader of Austria’s far-right Freedom Party, which has just entered 
a coalition government, to the consternation of the other 14 coun- 
tries in the eu. Hardly surprising—but it is one of the very few 
things about Mr Haider on which practically everybody agrees, 
Another is the fickleness of his opinions; he seems to change them 
as often as his nattily casual clothes. On just about everything else, 
itis extraordinarily hard to pin the real Mr Haider down. 

The starting-point, for most outsiders, is a string of much- 
quoted, creepy comments suggesting sympathy for the Nazis. 
Churchill was “one of the 20th century's greatest criminals”. There 
was praise for the “orderly” employment policies of the Third 
Reich. Nazi death camps, in Mr Haider’s idiom, were actually 
“punishment camps”. A group of Waf- 
fen-ss veterans were told that they de- 
served “honour and respect’, Mr 
Haider has made ugly generalisations 
about immigrants from countries to 
the east of Austria, Coupled with his 
own family background as the child of 
Nazis, all such sayings surely point toa 
downright neo-Nazi at heart. 

Not so, says Mr Haider. These days 
he has “not an iota of sympathy” for 
Hitler's “cruel and bloody dictator- 
ship”. He has apologised, on several oc- 
casions, for “very insensitive” com- 
ments he has made in the past. And 
memory “must serve as a spur to us 
Austrian politicians to do everything in 
our power to prevent the crimes of or- 
ganised mass extermination of fellow 
human beings, ethnic cleansing and 
expulsion from being repeated”. 

Many doubt the sincerity of such 
reassurances. But Mr Haider has de- 
fenders in unexpected places. “He rep- 
resents no threat to democracy in. Aus- 
tria, says Simon Wiesenthal, the 
celebrated Nazi-hunter who heads the 
Vienna-based Jewish Archive Centre. 
“He is not a pro-Nazi, but a right-wing 
populist.” Alfred Gerstl, another Aus- 
trian Jew who wasa senior figure in the centre-right People’s Party, 
with which Mr Haider’s lot have teamed up, insists that Mr Haider 
isno anti-Semite. Many Austrians who dislike Mr Haider nonethe- 
less agree with Karl Lamers, who helped mould the foreign policy 
of Germany's previous centre-right government. “Mr Haider is not 
Hitler,” he says. “And we're not living in 1933.” 

The main reason why support for Mr Haider has leapt, from 5% 
in 1986 to 27% at the general election last year to 33% in the latest 
opinion polls, is not the stirring of racial hatred (whichis less acute 
in rich, stable Austria than in, say, France) but the Austrians’ grow- 
ing dislike of a grubby system known as Proporz, under which 
Austria’s two main parties—the Socialists and the centre-right Peo- 
ple’s Party—have shared out power and patronage between them 
since the second world war. Most top jobs in state business and the 
public service, including schools and hospitals, are allocated by 
Proporz;even janitors and committees selecting juries are affected. 
Long before immigration became controversial, Mr Haider's main 
purpose was to break up what had become a corrupt duopoly. 











document, promising, among other things, the promotion of 
“Christian family values”, stiffer sentences for crime (though no 
retum to the death penalty), lower taxes and protection for Aus- 
tria’s many ethnic minorities. One area that marks out the party is 
foreign policy: the Haiderites would have Austria join NATO 
{anathema to the Socialists), whereas they have been lukewarm to 
the Eu. Mr Haider praises de Gaulle for his notion of a Europe of 
sovereign states. Even so,on matters European as on so much else, 
he has slithered. These days he accepts Austria’s place in the eu, 
along with Europe’s single currency; as part of his deal with the 
new chancellor, Wolfgang Schiissel of the People’s Party, he now 
says he would accept countries from the east joining the club, pro- 
vided there is a long “transition period”. 

The best evidence of Mr Haider's 
politics in action comes from Carin- 
thia, the mountainous province 
whose government he has run since 
last April. So far, he has not brought in 
any patently xenophobic laws. And it 
is notable that Carinthia’s recent cost- 
cutting budget, drafted by Haiderites, 
was approved by the Socialists. 

Mr Haider, a lawyer, has also been | 
getting on better with Carinthia’s | 
traditionally disaffected Slovene mi- | 
nority. And he is keen for Carinthia to | 
co-operate more with northern Italy, | 
where he is friendly with Umberto | 
Bossi of the separatist Northern | 
League, and Slovenia. Some Carinthi- | 
ans have condemned his proposal for l 
separate schools for Slovene-speaking | 
children, but that, he says, would ap- 
ply only where Slovene parents dem- 
anded Slovene-language tuition; and 
attending such schools would be vol- | 
untary. Mr Haider's suggestion that | 
there should be bigger welfare hand- | 
outs for Austrian children than for for- | 
eign ones cannot, in any event, be put | 
into practice at provincial level. | 

All fairly humdrum, But what Mr | 
Haider, now 50, really thinks—-and 

| 
| 
| 
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| 
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The Freedom Party's manifestois, in fact, a rather tame if vague | 
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might wish todoifhe were able to—is, surely, a different matter. He 
still makes no bones about rejecting the idea that Austrians, espe- 
cially of his generation, should accept collective guilt for their 
country’s part in Hitler's crimes, and thinks Sudeten Germans and 
German-speakers (including Austrians) who lost land and prop- 
erty or who served in Russian labour campsafter the war should— 
along with Hitler's Jewish and other victims—be compensated. 

Suspicious stuff. But the chances of his being able to destroy 
Austria’s cosy consensus overnight are slim. And if he is compared 
with right-wingers elsewhere in Europe, he is probably closer in es- 
sence to Charles Pasqua, a dissident French Gaullist, Christoph 
Blocher, a Swiss populist, Carl I. Hagen, Norway's maverick right- 
winger, or northern Italy’s Mr Bossi. They are much less morally re- 
pugnant than people like Jean-Marie Le Pen, the rough-necked 
leader of France’s National Front, and various Flemish nationalists, 
who have long argued—for instance—for the compulsory repatri- 
ation ofimmigrants. In truth, Mr Haider is still something of a mys- 
tery. Only time will tell if he is a thorough villain. 
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March 1999 


Dabhol Power Project 


US $762,000,000 


Project Finance Facilities 


Joint Arranger and Bookrunner 


ABN AMRO Bank NV. 


HONG KONG July 1999. 


Airport Authority of 
Hong Kong 


HK $6,500,000,000 


Revolving Credit Facility 
joint Arranger 


ABN AMRO Bank N.V. 


or 


September 1999 


Silicon Manufacturing 
Partners 


US $450,000,000 
Term Loan Facility 
Joint Arranger and Bookrunner 


ABN AMRO Bank N.V. 


SINGAPORE October 1999 


StarHub Pte Ltd 


SGD 825,260,832 


Syndicated Term Loan Facility 


Co-ordinating Arranger, Sole Bookrunner, 
Facility Agent and Security Trustee 


ABN AMRO Bank N.V. 


TAIWAN March 1999 


Chi Mei Optoelectronics Corp. 


US $120,000,000 and 
NT $4,400,000,000 


Term Loan Facility 
joint Arranger, Boakrunner and Agent 


ABN AMRO Bank N.V. 


AUSTRALIA August 1999 


Milmerran Power 
Project 


A $1,462,647,000 
Project Finance Facilities 
Joint Arranger and Bookrunner 


ABN AMRO Bank N.V. 


September 1999 


GE Capital Auto Lease Pcl 


US $50,000,000 
Term Loan Facility 
Joint Arranger, Bookrunner and Agent 


ABN AMRO Bank N.V. 


December 1999 
Indian Oil Corporation Limited 
US $200,000,000 


Short Term Advances Facility 


Sole Arranger, 
Bookrumner and Agent 


ABN AMRO Bank N.V. 





The above announcements appear as a matter of record only. 


PHILIPPINES. June 1999 


National Power Corp/PNOC 
Energy Development Corp 
guaranteed by Export-Import 
Bank of Japan and the 
Republic of the Philippines 


JPY 60,000,000,000 
Term Loan Facility 


Joint Arranger and Bookrunner 


ABN AMRO Bank N.V. 


August 1999 


Acom Co. Ltd. 


US $190,000,000 


Shanghai Bell Alcatel 
Mobile Communication 
System Co. Ltd. 


US $42,000,000 and 
RMB 50,000,000 


Term Loan Facility 


Sole Arranger, Bookrunner and Agent 


ABN AMRO Bank N.V. 


MALAYSIA December 1999 


Shell MDS (M) Sdn. Bhd. 
US $80,000,000 


Term Loan Facility 


Sole Arranger, 
Bookrunner and Agent 


ABN AMRO Bank N,V. 
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SOUTH-EAST ASIA 


HIS is supposed to be the “Asian century”, and 

already many people in South-East Asia are of 
good cheer. Among them is Goh Chok Tong, Singa- 
pore’s prime minister. The doom and gloom of the 
financial crisis which began to engulf the region in 
1997 has given way to renewed optimism. The de- 
cade of despondency that many predicted now 
seems unlikely to materialise. But it’s not quite busi- 
ness as usual. The crisis, says Mr Goh, has produced 
“four positive Outcomes”: it has speeded up the 
opening of economies, forced Asians to be more 
aware of good corporate governance, made the re- 
gion concentrate on its real competitive strengths, 
and provided a hard lesson about globalisation. If 
so, that is all for the good. But this survey is mostly 
about another positive outcome, the one that Mr 
Goh left out: the emergence of more open and 
democratic government. 

This is also the one that will make the most dif- 
ference to the future of South-East Asia. Most people 
believed that a big reason for the region’s decades of 
rapid economic growth were its tough, often 
authoritarian leaders. These strongmen tolerated lit- 
tle dissent, but delivered increased wealth and sta- 
bility. It was a bargain many South-East Asians were 
prepared to accept as millions of them were lifted 
out of the poverty that still haunts many developing 
countries. But the bargain was also abused by politi- 
cal and business elites, nowhere more so than in In- 
donesia during 32 years of repressive rule by Presi- 
dent Suharto. By the time he was forced to step 
down in May 1998, a new acronym had entered the 
lexicon of South-East Asian politics: KKN. In Indone- 
sian Bahasa, it stands for korupsi, kolusi and nepo- 
tisme. It hardly requires translation, but corruption, 
| collusion and nepotism are the evils against which 
all governments in the region are now being judged. 

The complexion of those governments is as di- 
verse as the ten countries this survey covers. They 
are all members of the regional club, the Association 
of South-East Asian Nations (ASEAN). They range 
from Indonesia, the world’s biggest Muslim country, 
to Vietnam, one of the last bastions of communism, 
Brunei, a small oil-rich Islamic sultanate, and the 
Philippines, the region’s most raucous democracy. 
In-between come Cambodia, Laos, Malaysia, Myan- 
mar, Singapore and Thailand. And now there is an- 
other place close to becoming a country: East Timor. 
Amid horrendous violence last year, the East Timor- 
ese opted for independence from Indonesia. The ter- 
ritory is now under the protection of the United Na- 
tions while it prepares for statehood—although 
some East Timorese do not want to join ASEAN. 

The countries of South-East Asia are home to 
some 500m people and have a combined cpp of 
more than $700 billion (see map, next page). Their 
largely young populations, with large numbers of 
well-educated and hard-working people, helped to 
make the region one of the fastest-growing in the 
world. But rampant KKN, many now think, made 
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The tigers that changed their stripes 


the financial slump inevitable. True, there were 
other flaws, such as poorly developed financial sys- 
tems, but nobody seemed to notice these as long as 
South-East Asia’s tiger economies looked like a one- 
way bet on rapid growth. Besides, until 1997 there 
was a sense that the economic order was changing; 
that the West seemed to be in decline, and that the 
Asian century was about to dawn. All the lines on 
the flip-charts about business prospects in South- 
East Asia pointed one way: upwards. No one be- 
lieved that the boom could stop. 

When it did, the region’s self-confidence was 
shattered. As the value of South-East Asian curren- 
cies tumbled, foreigners and locals alike tried to pull 
their money out, causing fragile financial systems to 
collapse. Far from being a little local difficulty—a 
“few small glitches along the road”, as President 
Clinton initially described it—the trouble spread 
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well beyond East Asia, to Russia and the Americas. 
For the people of South-East Asia, the worst part of it 
was western triumphalism. Their economies, which 
had once been held up as models, were now de- 
picted as fundamentally flawed. Indeed, many in 
the West seemed to revel in the victory of American 
capitalism over so-called “Asian values”. Seen from 
within the region, the crisis looked extremely dan- 
gerous, having brought a number of countries to the 
point of economic collapse and perhaps social 
chaos. Yet the West seemed to be offering help only 
grudgingly, showing little concern for growth and 
stability in South-East Asia. This is a memory that is 
likely to stick. 

In the end the bust proved to be overhyped, just 
like the boom before it. Last year the region staged a 
sharp recovery, with average growth of about 3.4%, 
and some countries doing far better than that (see 
chart 1). This swift upturn contains its own risk: that 
many of the promised reforms which governments 
said they would undertake will not now be com- 
pleted. This is particularly worrying in the financial 
sector, with its mountains of debt. Paul Krugman, an 
American economist and one of the few who were 
sceptical about the “Asian miracle”, even when Asia 
was fashionable, reckons there is now no prospect 
of serious financial reforms. “This crisis has come to 
an end too soon,” he told a group of Thai bankers 
last December. 

The speed of the recovery has been such that 
growth is likely to slow, perhaps later this year. If it 





turns out that countries have indeed failed to put 
their houses in order, growth will flatten further. 
Whether the region then heads back into another 
crisis could hinge on external factors, such as Japan’s 
ability to revive its own sickly economy or, more im- 
portant, whether the American economy continues 
to thrive and suck in imports from the region. The 
chances are that growth will settle down to a slower 
pace than the breakneck speed of much of the 1990s. 
That may be no bad thing. 

Nevertheless, the possibility of another finan- 
cial shock is not lost on South-East Asia’s leaders. 
They are now trying harder to work together, and to 
co-operate with their powerful northern neigh- 
bours, China, South Korea and Japan. Should there 
be another crisis, East Asia might well try to deal 
with it by itself. Eventually such regional co-opera- 
tion could lead to the emergence of a trading block 
with enough clout to rival America and the Euro- 
pean Union. 

More immediately, South-East Asia’s leaders 
will be trying to ensure that their economic recovery 
is sustainable. Some of these leaders are not the 
same ones who held power when the region got into 
its mess. Indonesia, for the first time in more than 30 
years, is now run by a freely elected government, 
and new governments have taken over in Thailand 
and the Philippines. Even where there has been no 
change in leadership, as in Malaysia, there is clam- 
our for more accountable government. Yet the new, 
more liberal leadership that is emerging will still 
have to deliver what the old order did: social har- 
mony and increased wealth. The biggest test case 
will be Indonesia, long the local giant with a defin- 
ing influence on the whole region. If Indonesia can 
thrive as a democracy, then South-East Asia’s tigers 
will really have changed their stripes. 


Picking up the pieces 
GDP, Q1 1997=100 
































Still living dangerously 


T WAS cheeky, but not entirely frivolous. As dele- 

gates from neighbouring countries arrived in the 
Indonesian resort of Bali last autumn for a confer- 
ence which the country’s newly elected president, 
Abdurrahman Wahid, was due to address, a gov- 
ernment official teasingly asked a group from Ma- 
laysia: “So you have come to see what we can teach 
you about democracy?” Indonesia may indeed be 


on the way to becoming the world’s third-biggest 
democratic country after India and the United 
States, But it is not there yet. 

The sprawling archipelago, home to 209m 
mostly Muslim people, suffered the most from the 
region’s financial crisis. In his book “Asian Eclipse”, 
Michael Backman argues that the damage wrought 
on each Asian country was in direct proportion to 
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the amount of cronyism and corruption, the paucity 
of the legal structures and corporate accountability, 
and the general lack of ethics prevailing there. On all 
those measures Indonesia scored the worst (see ta- 
ble 2, next page), and was hit the hardest. In 1998 the 
economy contracted by nearly 14%, and inflation at 
one point soared to more than 80%. With rising 
prices and growing unemployment, social unrest 
turned to riots. President Suharto took his time be- 
fore accepting that his government was part of the 
problem, but in May 1998 he eventually resigned 
after 32 years in power. After a series of strokes last 
year, he is now said to be living cocooned in a Ja- 
karta suburb, unaware of much of what has hap- 
pened to his country. 

There has been a lot. When Mr Suharto’s deputy, 
B.J. Habibie, took over, the momentum for reform 
was so great that he had little option but to go along 
with it. He promised free elections and clearly 
hoped to remain president, but there was open war- 
| fare amongst competing factions in the ruling party, 
Golkar, and amongst the military. A vocal and free 
press emerged, and the middle classes joined the 
students in demanding reformasi. Opposition par- 
ties and Muslim groups also became more vocif- 
erous and militant. At the same time ethnic and sep- 
aratist violence broke out in far-flung provinces, 
especially after Mr Habibie suddenly announced 
that East Timor, which Indonesia had brutally sup- 
pressed after invading the former Portuguese colony 
in 1975, would be allowed to vote on indepen- 
dence—which it promptly chose. 

The elections in June 1999, Indonesia’s first truly 
free ones in more than four decades, were relatively 
clean, but the poll failed to produce a clear outcome, 
leaving the country more divided than ever. The In- 
donesian Democratic Party of Struggle, led by Mega- 
wati Sukarnoputri, the daughter of Indonesia’s first 
president, won the most votes, but lacked an overall 
majority, as did Golkar. Last October, after much 
manoeuvring, an alliance of several Muslim-based 
parties nominated Mr Wahid, a moderate and 
much-revered Muslim leader, as president, and he 
was duly elected. Miss Megawati, who had expected 
the presidency to be hers but failed to build a co- 
alition to back her, was made vice-president. 


Leading obliquely 
Indonesia’s future is as fragile as Mr Wahid. The 59- 
year-old president suffered a near-fatal stroke two 
years ago which left him weak and virtually blind. 
Although he has shown remarkable stamina since 
then, Indonesians remain concerned about his 
health, if only because Mr Wahid, also known by 
the affectionate name of Gus Dur, deals with the 
country’s enormous problems in a mercurial man- 
ner. One minute he seems to be provoking Indone- 
sia’s many factions, the next he is trying to unify 
them. He jokes, then speaks bluntly. He says coura- 
geous things, then sounds cryptic. He can also seem 
inconsistent, raising expectations about self-deter- 
mination in the separatist province of Aceh, then as- 
serting that independence is out of the question. 
Some fear that his government is fragmenting 
and that he will be unable to hold together his “na- 
tional unity cabinet”, composed of members of all 
the main political parties and the military. But he is 
a man of great political acumen: he had to be to sur- 
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vive as the leader of the country’s largest Muslim 
organisation under Mr Suharto’s rule. It is possible 
that he picked his cabinet deliberately so that those 
whom he mistrusts will be seen to fail publicly and 
can be discarded. 

This could apply as much to the rather aloof 
Miss Megawati—who would take over if Mr Wa- 
hid’s health were to fail—as anyone else. Mr Wahid 
made her personally responsible for calming trou- 
ble in the remote Moluccan islands, but she has said 
and done little as more than 1,500 people there have 
died in clashes between Muslims and Christians. 
Some had hoped the challenge would make her 
more of a politician, but, as one diplomat in Jakarta 
put it, she has behaved like a Javanese princess try- 
ing to rise above all the troubles. 

Mr Wahid may well have slipped up in some of 
the things he has said, but much of what he does 
seems to have a purpose, however oblique. Despite 
his ill-health and the country’s pressing domestic 
problems, he has spent a lot of time travelling 
abroad. Although this has been criticised in Jakarta, 
it may have helped Mr Wahid in his attempt to face 
down the military. The president has announced 
that in six years’ time the armed forces will lose all 
their seats in parliament. He has also broken new 
ground by picking a civilian for the post of defence 
minister and an admiral, who is seen as more neu- 
tral, as commander of the armed forces. General Wi- 
ranto, the previous incumbent of both jobs, was 
moved to another cabinet post. 

He and other generals are under threat from two 
commissions investigating human-rights abuses, 
one being conducted by the United Nations, the 
other by the Indonesian government. In Mr Su- 
harto’s time the armed forces mostly ran the outer 
provinces as their own fiefs, and in a brutal fashion. 
In East Timor they armed and backed shadowy mi- 
litias who terrorised the population and went on the 
rampage when it opted for independence. All this 
has discredited the armed forces in the eyes of many 
Indonesians, but Mr Wahid needs them to help keep 
his country together. If he pushes reforms too far, 
disgruntled officers could try to destabilise or over- 
throw the government. That, however, looks more 
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Thailand and the 

Philippines are 
trying to clean up 
their democracies 








cu r ; elcomed by 
so many of the world’s le seems more likely 
that in time Indonesi med forces will accept ci- 
vilian rule: oe 

Mr Wahid's trips abroad helped to ensure that 
foreign help was unavailable to other Indonesian 
provinces, such-as Aceh and Irian Jaya, where sepa- 
ratists are also hoping to break away. After meeting 
Mr Wahid, East Asian leaders declared their support 
for his attempts to maintain the integrity of Indone- 
sia. East Timor was correctly seen as a special case. 
Mr Wahid hopes ‘to talk the restless provinces 
round, offering them greater autonomy and a larger 
share of the profits made from their natural re- 
sources. Irian Jaya will also be allowed to change its 
name to Papua. 

Much of the violence that has exploded in Indo- 
nesia over the past two years stems from old dis- 
putes and grievances that could not even be ac- 
knowledged or discussed, let alone resolved, while 
Mr Suharto was in power. To make matters worse, 
many Indonesians also lost faith in institutions such 
as the army and the courts, because they saw them 
as thoroughly corrupt. Many have since tried to take 
the law into their own hands. Rebuilding institu- 
tions and restoring faith in them is one of Mr Wa- 
hid’s most urgent tasks. 

Once some measure of confidence is re-estab- 
lished, longer-term solutions to Indonesia’s troubles 
can be tackled. One idea now being canvassed is 
that Indonesia might become a federation. This 
would previously have been unthinkable but, like 
much of what Mr Wahid is trying to do, it has stimu- 
lated debate among Indonesians about their future. 























































Mr Wahid believes that debate is essential. In to- 
day’s Indonesia, he says, the words of a president 
are no longer law. 

A few years ago a group of political scientists in 
Jakarta tried to calculate how long it might take for 
Indonesia to become a democracy. On their wish 
list was a free press, an elected president and legisla- 
ture, and armed forces under civilian control. They 
came up with a figure of 15 years. One of that group 
was Dewi Fortuna Anwar, who later served as a spe- 
cial adviser to Mr Habibie. She reckons that the 
economic crisis so speeded up change in Indonesia 
that three-quarters of the wish list was achieved in 
just 17 months. Some of the gains could yet be lost. 
So what odds does she put on Indonesia consolidat- 
ing its democracy and making it a success? “Better 
than even,” she replies. Optimistic, maybe. But In- 
donesia’s rite of passage was never going to be easy, 
any more than it was in South-East Asia’s older de- 
mocracies, Thailand and the Philippines. 





N 1992 they poured on to the streets of Bangkok. 

Armed with nothing more sinister than silk ties 
and handbags, lawyers, businessmen, accountants 
and other members of the middle classes forced the 
resignation of the government that had been 
formed after a military coup in Thailand the previ- 
ous year. In November 1997 popular disaffection, 
this time with the inept handling of the economic 
crisis by the government of Chavalit Yongchaiyudh 
(and with the billions of dollars wasted trying to 
prop up the local currency, the baht), brought about 
the resignation of General Chavalit’s administra- 
tion. A new coalition took over, led 
by the Democrat Party. Having en- 
dured 17 military coups since its ab- 
solute monarchy was transformed 
into a constitutional monarchy in 
1932, perhaps Thailand can now 
look forward to less turbulent 
times. The two peaceful transfers of 
power after recent crises suggest 
that the armed forces may remain 
in their barracks. 

Much the same has happened 
in the Philippines, which lays claim 
to the region’s first expression of 
people power. Filipinos call this the 
“miracle at epsa”, short for Epifa- 


nio de los Santos Avenue, a boulevard in Manila 
where in 1986 over a million people peacefully 
blocked the tanks trying to prevent the overthrow of 
the dictator Ferdinand Marcos. 

In both Thailand and the Philippines it was or- 
dinary people who took to the streets, not just stu- 
dents and activists. A number of them were middle- 
class beneficiaries of the stability and economic 
growth that the current leaders claimed only they 
could deliver. Many Thais and Filipinos stopped be- 
lieving long before the economic crisis that only 
authoritarian governments could provide the disci- 
pline necessary for economic development, “Look 
at Indonesia: that was us ten years ago,” Edgardo 
Angara, a Philippine government minister, told this 
correspondent in 1995. With Mr Suharto forced from 
office and a democratically elected government in 
place in Jakarta, Mr Angara now sees Indonesia as 
an ally of the Philippines and Thailand, and all three 
as powerful forces for democracy in the region. 

Just as the Indonesians eventually demanded 
change, the Thais and Filipinos before them had 
asked for government to be less involved in their 
daily lives. They wanted freedom of assembly, a free 
press and most of all a society uncorrupted by 
“money politics’—votes being bought by politi- 
cians, and politicians being bought by the business- 
men and rich families who had long been the source 
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of power in both countries. Now Thailand and the 
Philippines have become the most open societies in 
South-East Asia. But neither has got rid of money 
politics altogether. 

Although Chuan Leekpai’s government has 
won plenty of praise from overseas for its handling 
of Thailand’s economic crisis, the prime minister 
has had a tough time at home. His administration 
has been constantly dogged by criticism and allega- 
tions of corruption. That is nothing new in Thailand, 
perhaps. However, Mr Chuan is not a typical rich 
Thai politician of the old school, with powerful 
buddies in business and the armed forces, but a law- 
yer of relatively modest means. He has lasted be- 
cause under his administration the economy has 
started growing again. Street life in Bangkok has re- 
sumed its familiar vibrancy. But people still com- 
plain. One resident moaned to the Bangkok Post 
that the noise from building sites had returned, and 
that he had to queue in shops and reserve tables in 
restaurants again. He added with heavy irony: 
“Only General Chavalit can help us now to clear the 
traffic, get the us dollar back to 60 baht [from the 38 
baht to which it had recovered by the end of 1999}, 
and turn the middle class out of department stores 
and restaurants.” 

But General Chavalit had his chance to damage 
Mr Chuan last December, and largely failed. He 
forced a vote of confidence, even though the opposi- 
tion had little chance of winning it; Mr Chuan’s 
Democrat Party and its five coalition partners, after 
all, command a majority of seats in the House of 
Representatives. The general just wanted to throw 
some mud, including the allegation that Mr Chuan’s 
finance minister, Tarrin Nimmanahaeminda, had 
tried to cover up the extent of bad loans and du- 
bious lending practices at the state-run Krung Thai 
Bank. Mr Tarrin, whose brother had been the bank’s 
president until January last year, denied any wrong- 
doing, and kept his job. In some eyes it was General 
Chavalit who ended up weakened, perhaps so 
much so that he may have to pass on leadership of 
his New Aspiration Party ahead of the election that 
must be held by November. Mr Chuan is now more 
confident of winning that election. 


Checks and balances 


Thailand’s democracy should be bolstered further 
by a new constitutional charter. In an attempt to 
break the link between vote-buying and govern- 
ment corruption, it introduces a number of new fea- 
tures, including a degree of proportional representa- 
tion and term limits for ministers. Moreover, for the 
first time Thailand's upper house, the Senate, will be 
elected. The poll is due to take place on March 4th. 
The main clean-up may have to wait for a youn- 
ger generation, as elsewhere in South-East Asia. In 
Thailand some are already working their way up 
through the system. One who has gained promi- 
nence is Abhisit Vejjajiva, a minister attached to the 
prime minister's office. Still only 35, he is seen by 
many in Thai politics as a future prime minister. 
The most urgent problem facing Thailand's 
leadership right now is tackling the huge loans that 
companies cannot or will not repay. The financial 
crisis that began in Thailand was provoked by an 
excess of private rather than public debt, much of it 
short-term loans borrowed in foreign currencies. 
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Back to business as usual in Bangkok 


This money was often used by companies—which 
in Thailand, as in much of South-East Asia, remain 
largely controlled by their founding families—to in- 
vest in speculative projects, especially land and 
property. When property values, share prices and 
the baht collapsed, companies were faced with 
massive debts, especially if they were denominated 
in foreign currency. Some companies are too broke 
to repay the loans, but some are stalling in the hope 
that creditors will offer better terms or write off part 
or all of the loans. For the moment there is little that 
creditors can do about this, because bankruptcy 
proceedings can take years in Thailand, allowing 
ample time for assets to be spirited away. 

The dud-loan problem is huge. Last year non- 
performing loans amounted to nearly half of all 
loans in the financial system. This makes banks re- 
luctant to lend more, even to deserving companies 
desperate to expand as the economy recovers. For as 
long as the financial system remains in this mess, 
Thailand’s long-term growth prospects look less 
than bright. 

Mr Abhisit hopes that new bankruptcy and 
foreclosure laws will soon start forcing real restruc- 
turing. He admits the process has been slower than 
hoped for, but puts this down to the government 
taking a less interventionist role. This approach will 
have longer-term benefits in Thailand, he argues, in 
part by helping to build a consensus about how to 
deal with dud loans, but also by avoiding the pro- 
blems of money politics. “Not having the public sec- 
tor too involved helps remove the temptation to bail 
out problem companies more than we should,” he 
adds. If it works, it might start to break the nexus be- 
tween business and politics in Thailand. 

In the Philippines, the worry is that having come 
so far, the country might now be heading back- 
wards again. “Now that I have reached the peak of 
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How will 
Malaysia and 
Singapore respond 
to greater openness 
in the region? 





my career,” says President Joseph Estrada, “I want 
nothing more than to complete our fight to improve 
the living conditions of our people.” Fine lines, but 
does Mr Estrada, a former movie hero, mean what 
he says? Since he was elected president in June 1998, 
he has shown an inconsistency which has led many 
to wonder if he is really in charge of the country. 


The art of delegation 


The Philippines weathered the economic crisis in 
reasonable shape, partly because its sluggish econ- 
omy did not have far to fall. To his credit, Mr Estrada 
has, at least initially, set out to continue with much 
the same liberalising policies as his 
predecessor. His critics say that is be- 
cause he delegates economic issues to 
people who know about such things. 
Indeed, even in public Mr Estrada 
will readily call upon his aides or 
ministers to respond to tricky ques- 
tions. But delegating and listening to 
good advice does not make him a bad 
president. He has shown signs of per- 
sonal boldness: for instance, by 
admonishing Lucio Tan, a Philippine 
tycoon who is also Mr Estrada’s big- 
gest campaign contributor, for seek- 
ing too much protection for ailing 
Philippine Airlines (which Mr Tan 
controls), and by criticising the Malay- 
sian government over the arrest of the 
former deputy prime minister, Anwar 
Ibrahim. 

However, there are worries too. 
Mr Estrada’s policies usually sound 
good and start off in the right direction, but some- 
times little comes of them. Many economic reforms 
have since stalled, and some decisions have been re- 
scinded almost as soon as they were made. There 
have also been attempts to muzzle the Philippines’ 
fearless (although often rabid) press. Businessmen 
note that reforms elsewhere in the region are making 
the competition for investment a lot tougher. The 
biggest fear of ordinary Filipinos is a return to the 
cronyism of the Marcos era. Mr Estrada surrounded 
himself with advisers and friends, some of them old 
mates of Marcos’s, who have squabbled and fought 
for their own interests. Among those critical of Mr 
Estrada is Fidel Ramos, the previous president. He 
says the regional slump presented an ideal opportu- 
nity to force through a second wave of reforms that 
would have revitalised the Philippine economy. In- 








A prayer for Estrada 


stead, the necessary bills have got stuck in Congress, 
despite Mr Estrada’s control of the house. 

One of the reasons is that Congress has had 
other things on its mind, including constitutional re- 
form. Mr Estrada argues that the constitution is pro- 
tectionist and places unnecessary restrictions on 
foreign investment. An independent commission 
has backed the president, saying that clauses that 
promote local ownership of the economy need to be 
amended or scrapped. 

But Mr Estrada has not managed to convince or- 
dinary Filipinos. Allowing foreigners to own such 
things as industrial land, newspapers and schools 
outrages their nationalist feelings. 
Moreover, they distrust Mr Estrada’s 
motives. Two of his biggest critics are 
influential veterans of epsa: Corazon 
Aquino, the first president after the 
revolution, and Cardinal Jaime Sin, 
the leader of the Roman Catholic 
church in the Philippines (to which 
most Filipinos belong). Although Mr 
Estrada said he had no intention to al- 
ter the political aspects of the con- 
stitution, they did not believe him. 
Last month Mr Estrada caved in. “Asa 
leader, I must listen,” he said, shelving 
his plans for constitutional reform, re- 
shuffling his cabinet and sacking 
some of his special advisers. 

Will this be enough to allow Mr 
Estrada to complete his six-year term 
of office? The most likely scenario is 
that he may muddle on for a while 
yet, trying to boost his popularity and 
get the economy moving. If he does leave office 
early, he would be replaced by Gloria Macapagal- 
Arroyo, a leading member of the former ruling party 
formed by Mr Ramos. Miss Arroyo is the vice- 
president, which in the Philippines is a separately 
elected post, and she is extremely popular. All she 
has to do, analysts agree, is bide her time, and the job 
will be hers. 

However it comes about, the next transfer of 
power in the Philippines, as in Thailand, will proba- 
bly be democratic. “Democracy in the Philippines 
flourishes better than anywhere else in South-East 
Asia,” says Peter Wallace, a Manila-based business 
consultant. Philippine democracy may be wild and 
noisy, but at least it is responsive to the will of the 
people. That is more than can be said for some of its 
supposedly democratic neighbours. 

= s| 





A prickly pair 


HE Hard Rock Café in Bangkok has one of Thai- 

land’s ubiquitous tuk-tuks (a type of motorised 
tricycle-taxi) hanging over its door. Its sister restau- 
rant in the Malaysian capital, Kuala Lumpur, boasts 
a Formula One racing car. Something symbolic here? 
Malaysia, and especially the tiny island-nation of 
Singapore off its southern tip, are South-East Asia’s 
economic superstars and enjoy the highest living 
standards in the region. After gaining independence, 
both pulled ahead of their neighbours with strong 


men at the wheel: Mahathir Mohamad, Malaysia’s 
prime minister since 1981, and Lee Kuan Yew, Singa- 
pore’s founding father. Yet these veteran leaders are 
not the best of friends. 

Mr Lee was swept to power as Singapore’s prime 
minister in 1959, when the island was moving to- 
wards full independence from Britain to become 
part of a federation with newly independent Ma- 
laya. At that time Mr Lee’s People’s Action Party 
(par) had a fiery left-wing image, but once in power 
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coun it turned into one of the richest 
“and most modern city-states in the world. “And 
- that’s the problem,” says a senior Singaporean offi- 
cial, insisting on anonymity. “They [Malaysia] look 
-atusand see what might have been.” But the Malay- 
sians can give as good as they get, jibing that Singa- 
| poreans, stuck in their tiny apartments, are jealous 
of Malaysia’s open spaces. Relations between the 
two countries remain frosty, but never to the point 
of breaking off. 

Malaysia and Singapore still have authoritarian 
leaders (Mahathir Mohamad remains in office; Goh 
Chok Tong, who took over as prime minister from 
Mr Lee in 1990, is no more of a softie than his prede- 
cessor), but their political landscapes are very differ- 
ent. In Singapore the ethnic Chinese are in the ma- 
| jority, accounting for over three-quarters of the 
population of 3.5m. In Malaysia they account for 
about 25% of the population of 22m, with Malays 
and other indigenous people making up around 
60%. Much of the tension comes from a lingering 
fear of the Chinese, who are seen as dominating 
business, big and small, throughout much of South- 
East Asia. 

One estimate being bandied about is that peo- 
¿ple of Chinese origin control up to 70% of private 
wealth in Indonesia, Malaysia, the Philippines and 

















Singapore, even though they make up only 6% of the 
combined population. They control much of the 
corporate wealth too. Some no longer speak Chinese 
or use Chinese names, but even so they are often 
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seen as different from the rest, and richer. This has 
made them kidnapping victims in Manila, and: 
scapegoats during times of tension in Indonesia; - 
though in Singapore and Malaysia such inter-racial 
strife now seems to be largely a thing of the past: 

This is why both countries can claim success 1 
delivering not only prosperity, but also social ha 
mony, With a cpr per head of $25,500, Singaporeans 
are now among the world’s richest people. In Malay- 
sia, economic development has been spread much 
more evenly than in some of the neighbou 
countries. But although the two countries have bot 
been successful, that success has been. achieved 
through different political approaches. Singapore's. 
pap, a single multi-racial party, currently holds all 
but two of the elected seats in parliament. In Malay- 
sia, UMNO dominates a coalition of 14 parties or- 
ganised mainly along racial and religious lines. Both 
countries say they are democracies, although few. 
voices are ever raised in opposition. Both the-Pap.” 
and umno tend to deal with potential opponents ei- 
ther by co-opting them or by crushing them. For 
most Singaporeans and Malaysians, that has been 
the price of prosperity and stability. But the finan- 
cial whirlwind that engulfed the region has set some 
of them thinking. 


That black eye 


It was not only the pap that the young Dr Mahathir 
attacked in the 1960s, but also the prime minister of 
the day, Tunku Abdul Rahman, for creating a politi- 
cal elite that abused power and became estranged 
from the people. The government, glorying in its 
massive strength, “became contemptuous of criti- 
cisms directed at it either from the opposition or its 
own supporters,” Dr Mahathir wrote in his 1970 
book “The Malay Dilemma’. In November 1999, 
after 18 years as prime minister, Dr Mahathir led his 
ruling coalition into a snap election. He faced.an op- 
position united as never before that criticised him in 
much the same terms as he had criticised the gov- 
ernment over 30 years earlier. 

What drew the opposition together was the 
sacking and prosecution of Anwar Ibrahim, Dr Ma- 
hathir’s deputy and finance minister. This, too, had 
its roots in the financial crisis: Mr Anwar seemed 
prepared to work closely with the 1mF to promote 
domestic reforms and tight monetary and fiscal 
policies, whereas Dr Mahathir blamed the crisis on 
all manner of things, mostly foreigners, hedge-fund 
managers and Jews. Mr Anwar appeared to be going 
against his boss. By the summer of 1998 he had 
started attacking cronyism, corruption and nepo- 
tism in government. He was asking for trouble, and 
trouble duly arrived. Malaysia refused mmr help and 
introduced selective currency controls. In Septem- 
ber Mr Anwar was sacked, and subsequently ar- 
rested. He appeared in court with a black eye in- 
flicted in a beating by police. Many Malaysians were 
appalled by his treatment. He was later convicted of 
conspiracy and is currently standing trial for so- 
domy, which is a crime in Malaysia. Mr Anwar 
maintains he is innocent. 

With the economy rebounding and Mr Anwar 
in jail, there was one more thing Dr Mahathir 
needed: a victory at the polls. This would prove he 
was right about everything all along. To nobody’s 
surprise, in the November election his coalition eas- 
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ath intake & Customized Programs commence July 2000. 


APEX-MBA 


(a’poks’em’bé’a) abbrv. Asia-Pacific 
executive Master of Business Administration 
Program. Origin circa 1997, Singapore. Describes the apex of a 
mountain of MBA programs. Also, (1) the chance to Pause, 
(2) the luxury to Reflect, (3) the knowledge to Conquer. 


Profile of Candidates O 


Background: A total of 117 candidates, based in 
15 countries and representing 21 nationalities-Austrelia, Austria, 
Belgium, Botswana, Brunei, Canada, India, Indoresia, Italy, 
Malaysia, New Zea’and, Pakistan, Philippines, Saudi Arabia, 
Singapore, Sri Lanka, Sweden, Switzerland, Taiwam, UK & US 


Leaders: Include 3 co-founders (including those of 
Singapore-based Creative Technology, SiS Technelogies and 
Innomedia), 6 CEOs, 1 President, 1 Vice Chairman, 8 VPs, 
6 MDs, 16 Regiona Directors, 20 Directors, 16 GMs, 1 COO, 
1 CFO, 2 Country Managers and 39 SMs. Their average age, 
work experience and managerial experience are 43, 18 & 
12 years respectively 


Current Employers: Citibank, Siemens, Chevror, Motorola, 
Nanyang Polytechnic, Grundfos, People's Association, Singapore 
Refining, PT Sigma Cipta Caraka, Grand Stanford Harbour 
View Hotel, SAP, MBf, FinnFeeds, Teradyne, Kaife. Botswana 
Telecoms, SGH, ADB, mediaeinetouch, Brokat, 3M, Birla Soft, 
Chilwaria Sugars, Columbian Chemicals, Compac, E'ldorado 
Guarantee, HCS, HKMA, IBM, IEEE, McGraw-Hill Kim Seng 
Heng Engineering, MPH, Triconex, Kodak, World Vision, Perkin- 
Elmer, Spencer Stuart, Deutsche Telekom, Volvo Singapore 
College of Insurance, Neville Clarke, Cyntergy, Commonwealth 
Development Corp, Lone Pine Developmen:, Ernst & 
Young, Carrier, Bossard, Global Palm, IRAS Giordano 
PowerSenoko, Vivendi, Koll Development, Intergen, 
Univers-Market i Johnsos 


Enterprise, CarnaudMetalbox, & Johnson, 
HBO, PT Bekaert indonesia, CEI Electronics, Easten Industries 
Fee OO O 


The total fee for the general APEX-MBA program on a pay-as-you-go 
basis is $$36,000*, which includes the costs of instruction, 
all study materials and all meals during the 12 weeks ef residential 
instruction, but excludes travel and accommodation expenses. 
Accommodation costs average S$2,500-S$3,000 per 2-week 
overseas residential segment. 


“Fees for the customized programs will vary by program. 
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ily retained its two-thirds majority in parliament, 
which has a practical as well as a symbolic value be- 
cause it allows the government to amend the con- 
stitution. The election gave Malaysia’s 74-year-old 
leader a new five-year mandate. But his victory was 
not as sweet as it might have been because the op- 
position managed to split the Malay vote. Many Ma- 
lays deserted the ruling coalition, chiefly for the op- 
position Muslim conservative Parti Islam 
se-Malaysia (ras). This meant Dr Mahathir had to 
rely more heavily than ever on the Chinese and In- 
dian parties in his coalition. 

pas, which has long held the north-eastern state 
of Kelantan, also captured the oil-rich neighbouring 
state of Terengganu. By tripling its number of par- 
liamentary seats, it became Malaysia’s main opposi- 
tion party. The opposition gained strength by form- 
ing a united front in the election and teaming up 
with other parties, including that established by Mr 
Anwar’s wife, Wan Azizah Ismail. 

As Mr Anwar’s second trial continues, Dr Wan 
Azizah can use her seat in parliament to try to keep 
her husband’s cause alive. But the fight against the 
ruling coalition is now being led by ras, which could 
prove far more threatening to Dr Mahathir. UMNO 
officials like to portray ras as a party of religious 
hardliners who intend to impose an intolerant form 
of Islam on secular Malaysia. Certainly there have 
been moves in that direction in the two states that 
PAS now controls: in Terengganu non-Muslims and 
other ethnic minorities have been angered by plans 
to impose Islamic taxes. But pas is now a modern 
party whose parliamentarians and new members 
are mostly professionals keen to take up other social 
and economic issues, says Fadzil Noor, the party's 
president. One of those issues is KKN. 

Growing support for pas would widen the split 
among Malays, Dr Mahathir's own constituency. 
Many of them seem to have been upset by what 
they saw as the excessive use of the institutions of 
state against Mr Anwar, whether he was guilty or 
not. Many were also riled by the government's 
heavy-handiness in relentlessly showing Indone- 
sian riots on television and in campaign material to 
frighten the ethnic Chinese, implying that such 
things would happen in Malaysia if the ruling party 
fell. Some also wondered about the wisdom of Dr 
Mahathir forging ahead with quite so many ambi- 
tious pet projects: the new motorway to the new air- 
port has turnings to a new administrative capital, a 
new high-tech business corridor and a new Formula 
One motor-racing circuit, all recently built. 





Try voting for the opposition 

Meanwhile the mass media, with their government- 
biased reporting, have lost all credibility. Sales of 
pAS’s newspaper Harakah have soared in the past 
year, even though government officials have lately 
been stopping news vendors from selling it because 
it is supposed to be distributed only to party mem- 
bers. Scores of Internet sites have also sprung up to 
distribute news and commentary. With the strength 
of the ruling party’s machine behind it, everyone 
knew a vote for the opposition would not change 
the government, says Lim Guan Eng, an opposition 
politician recently released from jail after serving a 
sentence for sedition and publishing false news. But, 
he adds, those who voted for the opposition were 
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Only the brave protest in Kuala Lumpur 


making a protest which they hoped might check the 
powers of government. | 

It did not happen. In January, five critics of the | 
government, including the editor of Harakah, were 
arrested and charged with sedition. Dr Mahathir 
also persuaded uMNo’s Supreme Council to let him 
stand unopposed in the party leadership election 
due in May. Whoever heads umno runs Malaysia: it 
has been that way since independence. But at least 
Dr Mahathir has anointed someone to succeed him 
when the time comes: Abdullah Badawi, who re- 
placed Mr Anwar as deputy prime minister. Mr 
Abdullah will also stand unopposed as vice-presi- 
dent of uMNo, or at least that is the plan: a challenge 
for either of the top jobs is still possible. 

Mr Abdullah has spelled out clearly what he 
wants to happen: “In order to spread our message, 
UMNO must embark on recruiting more educated, 
young professionals and thinkers into our ranks so 
that the party remains committed to reform and is 
better able to empathise with the concerns of the 
younger electorate.” He maintains that pas will not 
be able to claim broad-based support because only 
the ruling coalition promotes religious moderation 
and tolerance, and that is what most Malays want. 
But they may want more. “Some sort of dislocation 
is coming because the process of democratisation is 
not taking place,” says Hishamuddin Rais, a film 
maker and a veteran activist. “Malaysia is increas- 
ingly getting out of step with our neighbours.” 

Perhaps Dr Mahathir should have followed the 
example of his opposite number in Singapore and 
handed over the reins of power while remaining a 
spokesman for his country. Indeed, Dr Mahathir 
has been a vocal and often conscience-pricking 
champion for developing countries. Somehow, 
though, retiring does not seem to be his style. Those 
looking for change, provided they look hard 
enough, are more likely to find it in Singapore. 

“It’s a change in the generations,” explains Singa- 
pore’s Lee Kuan Yew when asked if the government 
really has begun a cautious dismantling of the coun- 
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try’s nanny state. Younger leaders, mostly more 
widely travelled and often educated abroad, have 
different experiences and expectations, “so you 
have got to adjust a couple of things.” Yet Mr Lee 
also talks of the danger that change might inflame 
racial and religious tensions: “It has to be a compro- 
mise between a cosmopolitan elite and a still very 
conservative base.” 


Letting go a little 

A compromise it may be, but Singapore is loosening 
up. In the 35 years since its Malaysian divorce, the 
city-state has prospered by offering what the rest of 
South-East Asia did not: an honest and professional 
administration; a modern, clean and efficient envi- 
ronment; a highly trained workforce; and a big wel- 
come to foreign investors. But in embracing the 
global market, Singapore also has to move with it. Its 
leaders are well aware that as its neighbours are 
forced to put their houses in order, the island risks 
losing some of its competitive advantage. 

The effort to keep Singapore ahead of the com- 
petition is being led by a younger generation, in par- 
ticular Lee Hsien Loong, the deputy prime minister. 
He is also the veteran Mr Lee’s son, so it is tempting 
to imagine him being advised by his father not to 
push change too far. But the younger Mr Lee is 
widely respected as his own man. He won praise for 
slashing business costs, not least by cutting every- 
one’s benefits by 5%, which helped Singapore to 
weather the financial crisis with only the shallowest 
of recessions. Now he is trying to open up the econ- 
omy to foreign competition, starting with the bank- 
ing industry and telecoms. But his plan also calls for 
the creation of a more entrepreneurial workforce, 
able to think for itself, to innovate and to stay ahead 
in the knowledge-based, Internet-wired commercial 
future that is believed to lie ahead. For a government 
used to telling its citizens what they can and cannot 
do, that is quite a challenge. 

Hence other boundaries are being pushed out- 
wards too. A lot of censorship has gone, and politi- 


cal debate has become a little more 
open: some of Singapore’s opposi- 
tion leaders, for instance, have 
been allowed to address students 
instead of being locked up. But 
there is no sign that mechanisms of 
control such as the Internal Secu- 
rity Act will be removed, and until 
they are, critics doubt that reform 
will go very far. One of them ob- 
serves: “This sort of loosening has 
happened before, only for it to be 
drawn back in again once elections 
approach.” 

Those elections are not due un- 
til mid-2002. Mr Goh, the present 
prime minister, remains popular 
among Singaporeans. He is ex- 
pected to stay on until after the 
poll, and then to hand over to the 
younger Mr Lee. Like previous 
leaders, this Mr Lee seems convinced that in the end 
par knows best. The ruling party is determined not 
to lose a single seat. Singapore, Mr Goh and his col- 
leagues argue, is a small place well suited to a gov- 
ernment that wins overwhelmingly—as long as it 
does a good job running the country. This, they say, 
is because local issues tend to be national issues too. 

So loosening up in Singapore seems at best to of- 
fer a younger, more liberal nanny. Will that be 
enough for Singaporeans? Provided their govern- 
ment remains competent and hones:, they seem un- 
likely to take to the streets demanding reformasi. 
But stranger things have happened in South-East 
Asia. Singaporeans who want more will probably 
pack their bags to work overseas. That means the is- 
land risks losing some of the home-grown talent it is 
desperately trying to cultivate. Today’s entrepre- 
neurs, after all, can increasingly choose where to live 
and work. If they don't like Singapore, they won't 
stay there. Yet Singapore is a paragon of virtue com- 
pared with some of its neighbours. 





The agony of the other lands 


HE flight from Bangkok to Yangon, the capital of 

Myanmar, takes only about an hour, but you 
need to turn your watch back because the local time 
is 30 minutes behind Bangkok. It might as well be 30 
years. Once upon a time, when Bangkok was a quiet 
backwater, rich Thais would travel to Yangon to go 
shopping. In the late 1950s the city was one of the 
commercial capitals of Asia. That was when the 
World Bank reckoned that Burma, as the country 
was then called, was destined to become one of the 
most prosperous places in South-East Asia. But now 
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its people are oppressed by a brutal military regime, 
the economy is a shambles, and only the black mar- 
ket, with its nasty whiff of drug-money, enables the 
country to get by. 

Myanmar has long been ruled by military gov- 
ernments, the latest of which seized power in a coup 
in 1988. Every moming the regime’s hysterical 
mouthpiece, the New Light of Myanmar, urges the 
nation of 45m to be on its guard against all manner 
of evils. A recent issue reporting a speech by Major- 
general Kyi Aung, the minister for information, pro- 
vides a fair sample: 

In their attempt to interfere in the internal affairs of small 
and developing nations by means of the media, big nations 
destabilise target nations, spreading rumours, concoctions, 
disinformation and false news, which aims at creating con- 
fusion and chaos and riots to topple the government con- 
cerned and install their favoured elements as government. 


Now they know. And no one in Myanmar is in 
any doubt who those “favoured elements” are: the 
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opposition National League for Democracy (NLD), 
led by Yangon’s best-known resident, Aung San Suu 
Kyi. In 1990, in an extraordinary demonstration of 
their remoteness from real life, the generals decided 
to hold an election, convinced that their popularity 
would ensure an easy victory for them. When Miss 
Suu Kyi, already under house arrest, led her party to 
an overwhelming victory, they refused to accept the 
result. Since then they have relentlessly harassed 
and persecuted Miss Suu Kyi and her supporters. 
They have kept the main universities closed for fear 
that students might cause trouble (although some 
courses are now re-opening). And they have 
brushed off international pressure for a dialogue 
with the Nip, and in particular with Miss Suu Kyi. 

The generals are drawing up a new constitution 
that seems likely to entrench the role of the armed 
forces in political life permanently. Their plan 
seems to be to call another election once the Nip has 
been sufficiently dismembered. This time, thanks to 
their new constitution, they think they will be able 
to get the result they want. That will allow them to 
claim the legitimacy to govern, which in turn will 
cause foreign aid and investment to resume. 


An outdated blueprint 

The big flaw in all this is that it is based on an out-of- 
date version of the Indonesian model. In that coun- 
try the armed forces long held power, with a big role 
in political life and a block of seats in parliament 
guaranteed by the constitution. Indonesia, too, held 
elections, and President Suharto and his ruling party 
always won. If Indonesia could do this, the thinking 
went, so could Myanmar. But when the economic 
crisis came, President Suharto was forced from of- 
fice. Now the armed forces are coming under civil- 
ian control. After a reasonably clean election, a civil- 
ian president, in the shape of Abdurrahman Wahid, 
took over. When he was asked about Myanmar, he 
said: “Personally, my sympathy goes to Suu Kyi.” 

When Mr Wahid visited Yangon, however, he 
was more circumspect. He stayed away from Miss 
Suu Kyi, even though he had said earlier that he 
would visit her. Even so, the message remained 
clear: with Indonesia now on the road to democ- 
racy, a substantial part of South-East Asia was hop- 
ing Myanmar would mend its ways. When five stu- 
dent exiles from Myanmar took over their country’s 
embassy in Bangkok last October, Thailand agreed 
to fly them to the border with a rebel-held area of 
Myanmar in return for the release of their hostages. 
Explaining the action, a Thai minister called the 
gunmen “student activists” fighting for democracy, 
rather than terrorists. Most Thais applauded. Myan- 
mar grumbled and temporarily closed its long land 
border with Thailand. But the incident invited more 
trouble: some of the students were among ten mem- 
bers of a more radical group who took over a Thai 
provincial hospital in January. All of them were 
killed when Thai commandos rescued their 700 
hostages. 

For now, Myanmar remains in a stalemate. Both 
the generals and Miss Suu Kyi are as stubborn as one 
another. They have all the guns, but she has the 
moral high ground. That presents its own problems. 
Miss Suu Kyi is an icon of democratic struggle who 
has won a Nobel peace prize and commands inter- 
national support. She is not the sort of person whom 





western governments can easily chivvy into reach- 
ing an accommodation with a military regime she 
detests. There is no reason why she should budge. 

All the same, there is now a glimmer of hope. A 
confidential World Bank report, based on a study of 
Myanmar’s economy and delivered to Yangon late 
last year, gave warning that the country was caught 
in a sharp downward spiral and that urgent reforms 
were needed. Myanmar seemed prepared at least to 
discuss the report, even though it also urged political 
change. Earlier the un and the World Bank had of- 
fered $1 billion in development aid if the gov- 
ernment were to begin talks with the opposition. 

Usefully, the pressure on Myanmar is now com- 
ing from the East as well as the West. Following a 
meeting between the Japanese prime minister, 
Keizo Obuchi, and the chairman of Myanmar’s rul- 
ing council of generals, General Than Shwe, on the 
sidelines of the asean summit last November, Ja- 
pan indicated that it might resume some aid if there 
were signs that Myanmar was ready to undertake 
political and economic reform. Myanmar wel- 
comed the Japanese initiative, but tried to make it 
look as though Japan was breaking ranks with the 
West. Yet the Japanese said much the same as the 
World Bank, albeit delivered in a more polite tone. 
“It's a bit like throwing a hard ball and then a soft 
ball,” said a spokesman for Mr Obuchi. “What is im- 
portant is that they get the message.” 

If the generals do not get the message, then 
Myanmar may remain a decaying pariah state, with 
a rich elite plundering a grindingly poor country. 
Discontent will fester and spread, perhaps even 
among some in the armed forces—which, although 
the biggest item in the government's budget, are al- 
ready facing cutbacks, The generals may be aware of 
that. If they are not, change in Myanmar, when it 
comes, could be bloody. 

Along with Myanmar, Vietnam, Cambodia and 
Laos are the newest members of asean. The three 
countries along the Mekong have already shed a 
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Keeping hope alive in Myanmar 
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river of blood in the many conflicts that have raged 
through their lands, and although peace has now re- 
turned, the past continues to haunt them. Some 2m 
Cambodians—about a fifth of the population— 
were killed or starved to death by the Khmers 
Rouges between 1975 and 1979, when collectivist ter- 
ror reigned. 

After suffering incursions on its own border, 
Vietnam invaded Cambodia in 1978 and installed a 
government made up mainly of defectors from the 
Khmers Rouges. But it was not until the 1990s, after 
Vietnam had withdrawn its troops, that Cambodia 
seemed to return to some semblance of normality. 
The Khmers Rouges mostly disappeared into the 
jungle, where their dreaded leader, Pol Pot, died (or 
was assassinated, according to some) in 1998. After a 
un-sponsored election in 1993, a coalition gov- 
ernment was formed. In July 1997, the leader of one 
of the coalition partners, Hun Sen, a former Khmer 
Rouge commander, led a coup against his co-prime 
minister, Prince Norodom Ranariddh. Following a 
peace deal and a second un-backed election, the 
prince is back as a member of Mr Hun Sen’s new co- 
alition government. Whether this alliance can last is 
another question, but at least both sides know that 
the stability conferred by accountable government 
is essential to improving business confidence, keep- 
ing aid flowing and boosting the economy. 

By comparison, poor landlocked Laos seems al- 
most sleepy. Although it seemed to be largely forgot- 
ten by the Asian boom, it was hit by the regional 
downturn and continued to suffer last year, with its 
currency rapidly depreciating. Economic reform ap- 
pears to be continuing, but political reform, in a one- 
party state basically run by generals and commu- 
nists, seems more uncertain. Some say that despite a 
security clampdown in the capital, Vientiane, there 
have been anti-government protests. According to 
diplomats, a number of Christians and democratic 
activists have been jailed. 


Uncle Ho’s legacy 


Among the countries along the Mekong river, it was 
Vietnam where ambitions were highest. Yet Ho Chi 
Minh, the father of the nation, still lies in his vast 
mausoleum in Hanoi, and his Vietnamese Commu- 
nist Party is still running the country. Some of the 
hardliners in the party think the region’s financial 
crisis justifies everything they have not done. 
“Come back in five years,” says Ai Quoc (not his 
real name, because giving it would get him into trou- 
ble). “The old men running the country will be gone, 
we will no longer need to disguise our company 
from the attention of the state, and we might list it 
when there’s a stockmarket.” Like many young Viet- 
namese, Ai Quoc is remarkably entrepreneurial. Un- 
fortunately most of his energy has to go into ducking 
and diving around the system, fending off bu- 
reaucrats in Ho Chi Minh City and hustling permits 
in Hanoi. If only the government would get out of 
the way of people like Ai Quoc, Vietnam might have 
turned into the economic tiger which not so long ago 
many people believed it was destined to become. 
Instead, Vietnam is either a country of lost 
opportunity or a lucky escapee from the forces of 
globalisation. It depends who you are. Those who 
take the bleak view see economic reforms slowed 
down to a crawl or stalled altogether. Many foreign 
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Time for Vietnam to wake up 


investors who rushed to set up shop in Vietnam 
during the Asian boom have gone home or are now 
out of pocket. Some had their hopes pinned to a big 
trade deal with the United States that was meant to 
give Vietnam normal trading relations with Amer- 
ica, to round off the restoration of diplomatic ties in 
1995. It would have required America to reduce its 
high import tariffs to give Vietnamese exporters a 
clear shot at the world’s richest market. By one esti- 
mate, in the first year alone, it would have doubled 
Vietnam’s exports to America to $1 billion. But just 
when everything was ready to be signed last July, 
Vietnam's leaders suddenly got cold feet. 

The doubters, it appears, were mainly members 
of the powerful politburo—and in Vietnam the 
party still has the upper hand. The party bosses 
were worried about what Vietnam would have to 
offer America in retur, such as opening up its own 
market to American companies and aligning the 
country’s rules and regulations more closely with 
those of the World Trade Organisation. Alarm bells 
rang. Some thought that opening up too quickly 
could land the country in much the same sort of 
trouble that had recently befallen the capitalists in 
South-East Asia. Vietnam had seemed to escape the 
crisis, with its economy still growing by 5% last year, 
simply by not rushing ahead with the reforms the 
West had been calling for. 

It was another sign of Vietnam’s leadership 
looking increasingly inwards. A campaign to root 
out corruption was already in full swing, and a 
number of senior heads had rolled. The leadership 
was so preoccupied with clearing out putative bad 
apples that it had little interest in other issues. An 
anti-corruption drive in itself is no bad thing, but 
there are fears that it could make the more liberal 
members of the government even less willing to 
speak out in future. 

“Things will probably have to get a lot worse be- 
fore anything much happens,” says a western di- 
plomat in Hanoi. “Then they will wake up, worry 
and do something. Perhaps we might see a doi moi 
two.” Doi moi was the policy of “economic renova- 
tion” launched over a decade ago. It raised hopes 
that Vietnam, with almost 80m mostly young and 
largely literate people, had the potential to become a 
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South-East Asia 
looks north to 
buttress its future 





ppen. An annual 


growth rate of 5% although n not to be sniffed at, is 


< only modest in South-East Asian terms, especially 


as Vietnam needs to grow rapidly to provide jobs for 
all the young people who will be entering the work- 
force, as well as those who will have to be laid off by 


“floundering state-owned «industries. With other 


parts of South-East Asia recovering strongly, Viet- 
nam risks becoming even less attractive to foreign 
investors than it is now: Growth could slow further 
and provoke the very crisis its leaders thought they 
had managed to. duck. 

What that might mean politically is hard to fore- 
cast. A number of senior Vietnamese leaders are due 
to retire over the next five years, which would leave 
room fora younger and more reform-minded gen- 
eration to move up. They might be prepared to take 
bold measures. But as ever with a communist sys- 
tem, much will depend on how secure the party 
feels. At present its grip on power is still strong. Al- 
though there have been some uprisings, particular 
in Thai Binh province, these were mostly against lo- 
cal corruption rather than against the party itself. 

Apart from the party, the only other organised 
movement in Vietnam is religion. Buddhist monks 


have often led protests in the past. Some 8-10% of the 





population are Roman Catholics. Sometimes reli- 
gious groups are tolerated or benefit from the au- 
thorities’ benign neglect, but there have also been 
times when they were seen as a rival centre of 
power and cracked down upon, just as the Falun 
Gong sect has been hounded in China. 

The shadow cast by China looms large. For Viet- 
nam, China is a far older enemy than the colonial 
French or Americans. In 1975, the evacuation of the 
last Americans from the roof of the American em- 
bassy in Saigon (later renamed Ho Chi Minh City) 
brought to an end more than a decade of military in- 
volvement in Vietnam by the United States. Yet the 
battles with China go back over 2,000 years. The 
most recent was in 1979, when Chinese forces briefly 
invaded their neighbour. However, Vietnam is wor- 
ried not only about the military threat from China, 
but about its economic fall-out as well; The way the 
communist government in Beijing manages China’s 
evolution to a market economy is likely to make a 
big difference to the way Vietnam conducts its own 
transition. Nor does this go only for Vietnam. 
China’s growing economic and political clout 
increasingly shapes the whole region. 









Living together 


SKED about the prospects for a common East 
Asian currency, Rodolfo Severino, the secre- 
tary-general of the Association of South-East Asian 
Nations (asean), looks around the room for the 
youngest person present. “Perhaps in her lifetime,” 
he says. A giant trading block that comprises South- 
East Asia, Japan, China and South Korea may be 30 
years off, but it seems to be on its way. It would bring 
together one-third of the world’s population with a 
combined cpp of almost $7 trillion at present. That 
would make it a considerable counterweight to the 
world’s two existing economic powerhouses, the 
United States and the European Union. In time it 
might outweigh them. 

With so many historical animosities to over- 
come, progress will be slow. But as Edgardo Espiritu, 
until last month the Philippines’ finance minister, 
points out, it took divided Europe many decades to 
move towards a common currency. “Perhaps it will 
also take us that time.” Paradoxically, the economic 
crisis may have given the region a push towards 
greater unity. “The East Asian financial crisis should 
bring the East Asian nations closer together,” says 
Daim Zainuddin, Malaysia’s finance minister. Even 
countries that once saw themselves as somewhat 














apart from the rest have become more clubby. Kim 
Dae Jung, South Korea’s president and its most 
democratic leader to date, now talks of the “mutual 
interests and concerns” that his country has discov- 
ered with others in the region. 

The strongest evidence of this new enthusiasm 
for unity is that East Asia’s leaders are planning to 
get together more often. When the ten members of 
ASEAN met in Manila last November, they were 
joined not only by Mr Kim but also by Zhu Rongji, 
China’s prime minister, and Keizo Obuchi, Japan’s 
prime minister. All of them agreed that meetings of 
this group, awkwardly named “asean-plus-three”, 
would become a regular event. 

South-East Asia’s three powerful neighbours 
have a strong commercial reason for looking south: 
they know that a bigger pie will be good for every- 
body. At the Manila meeting, the asean members 
agreed to speed up the elimination of tariffs as part 
of their plan to form a free-trade area among them- 
selves. The entry of China into the World Trade 
Organisation will make that country’s economy 
more competitive and more open to investment 
from the region, not least from the many overseas 
Chinese. Japan and South Korea, which are among 
the biggest foreign investors in South-East Asia, will 
benefit from a single asean market which their fac- 
tories in the region can supply. 

But not everything-about such a single market is 
straightforward. Take the question of a financial life- 
raft. During the crisis Japan launched a temporary 
$30 billion fund to help Asian countries overcome 
their problems. The South-East Asians would like Ja- 
pan to tum this into a permanent facility, a sort of 
lender of last resort should anyone get into trouble 
again. Although Japanese officials deny it, such a 
fund sounds remarkably like the “Asian Monetary 
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Fund” that Japan and Malaysia proposed during the 
worst of the region’s troubles, only to have the idea 
quickly shot down by America, The fear then was 
that any bail-out fund led by Asia would not im- 
pose sufficiently tough conditions to ensure that the 
recipients of the money would carry out the neces- 
sary restructuring. Indeed, Japan’s own sickly econ- 
omy, caused by failure to reform its financial indus- 
try, bears witness to that. 

Even so, America seems to be less bothered by 
the scheme in its latest guise. But what does Japan 
get out of it? Easy: the more finance Japan provides 
in the region, the better it will be for its campaign to 
internationalise the yen, which seems to have lost 
ground against the dollar and the euro of late. And 
at the same time as doling out money at the Manila 
meeting, Japanese officials were trying to elicit 
pledges of support from asean leaders for their can- 
didate for the vacant post of managing director of 
the mr, Eisuke Sakakibara, a former top financial 
official. 

The Japanese were pushing at open doors. The 
me had been the chief bogeyman during the finan- 
cial crisis, mainly because it was seen to be too west- 
em-influenced and uncaring. All the same, some 
South-East Asian countries swallowed its medicine 
and got better. One refused, but still got better. “We 
have resorted to different ways to overcome our 
economic problems,” says Malaysia’s Mr Daim, re- 
ferring to the imposition of selective capital controls 
against the advice of many financial commentators. 


“The results have been positive. The speed and ex- 


tent of our recovery is comparable to any other cri- 


~“sis-hit economy in the region...But what makes our 


recovery outstanding is the fact that it was achieved 
without the painful social and political upheaval.” 

Really? Political life in Malaysia certainly seems 
to have its painful moments. As for the economy, it 
does look in better shape, and perhaps the capital 
controls really were a help. But if they have delayed 
corporate and financial restructuring, they may 
have been less helpful than they seemed. 

Looking at the region as a whole, it is too early to 
say who has done the best job of putting his house 
in order. When the crisis struck, different countries 
were at different economic stages and consequently 
suffered different degrees of damage. For instance, 
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whereas Thailand is concerned mainly about the ef- 
fect of its high level of non-performing loans on the 
financial sector, the Philippines’ Jose Pardo, who 
took over from Mr Espiritu as finarce minister last 
month, says his top priority is to curb a ballooning 
budget deficit. 

When South-East Asia’s bounce-back starts to 
peter out, more problems may emerge. Andal- 
though the renewed growth looks impressive in lo- 
cal-currency terms, it seems less wonderful when 
measured in dollars (for the effect on exports, see 
chart 6, previous page). “The crisis really has not 
changed the sort of things we have to look at,” says 
Bruce Gale, of Political & Economic Risk Consul- 
tancy in Singapore. As the recovery continues, he 
will be watching two main indicators: how well 
countries are carrying out their economic re- 
construction, and how strong their national institu- 
tions are. At present, few countries in South-East 
Asia can claim good marks for both. 

The main political impetus behind a more un- 
ited East Asia is the hope that it would provide 
greater security. The area contains some of the 
world’s most dangerous flashpoints. A real-war be- 
tween nuclear-armed India and Pakistan over the 
disputed territory of Kashmir would greatly unsettle 
all of Asia. China has threatened to invade Taiwan 
should it ever declare independence from the moth- 
erland. And no one really knows what will happen 
to dangerously unstable North Korea. 

China has long been suspected of wanting to in- 
crease its political hegemony in the region. Mean- 
while, America’s direct influence may decline, al- 
though Japan could increasingly pick up that role 
through a new defence pact with the Americans. For 
South-East Asian countries that have been variously 
colonised, invaded or pushed around by China or 
Japan in the past, the prospect of either country ex- 
tending its influence in the region is a highly sensi- 
tive issue. 


Trouble specks 


The Spratly Islands are a case in point. China lays 
claim over all of the South China Sea (see map), 
which includes many of the world’s busiest ship- 
ping lanes and is the main highway for Japan’s 
trade. The Spratlys are no more than a collection of 
reefs, although the area may yet prove to be rich in 
oil and other minerals. But the islands are also 
claimed, in whole or in part, by Taiwan, the Philip- 
pines, Brunei, Malaysia and Vietnam. During the 
past year the Chinese have erected a building on 
one of the reefs which they claim is a shelter for fish- 
ermen, but which to all the world looks like a fort. 
This has increased tensions, and provoked several 
tussles with the Philippine navy. 

Now that all the countries involved are pals in 
ASEAN-plus-three, the Philippines has tried to bro- 
ker a peace plan. Unhelpfully, the Philippine navy is 
so ill-equipped that it can hardly put to sea, let alone 
defend a territorial claim. The Chinese have noted, 
but not gone along with, the Philippines’ idea for a 
code of conduct for countries with competing 
claims over the Spratlys. However, Chinese officials 
have been reported as saying that although they 
would not drop claims of sovereignty, they might 
consider joint development of the islands. That 
could mean one less flashpoint, but others could 
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still pop up. That is why South-East Asia’s leaders 
have decided to form a troika of (yet-to-be-named) 
ministers who would respond to regional emergen- 
cies. Joseph Estrada, the president of the Philip- 
pines, says the team will be “more proactive” in 
dealing with urgent problems. In the past, ASEAN 
has maintained a policy of “non-interference” in 
members’ internal affairs. That policy has not been 
scrapped, but the new troika points that way. 

What triggered the latest move was the crisis in 
East Timor. The lack of a regional response to the 
killings and destruction unleashed when the East 
Timorese voted for independence from Indonesia 
left a vacuum which had to be filled by Australia 
and the West. Many East Timorese leaders are suspi- 
cious of their South-East Asian neighbours, viewing 
them as supporters of Indonesia’s brutality against 
them, if only by omission. Many do not want an in- 
dependent East Timor to join ASEAN. They see their 
country as a Pacific nation and consider Australia as 
one of their best friends. 

Yet some in South-East Asia saw the events in 
East Timor almost as an attempt by the West to reco- 
lonise part of the region. The uN transitional author- 
ity on the island is keen to dispel that impression: 
the military forces there will soon pass from the 
command of an Australian to a Filipino. If an ASEAN 
troika had been in place at the time, would it have 
moved swiftly enough to end the violence, even if 
backed by the un? No one will know unless some- 
thing like East Timor happens again. It might do, 
perhaps in the shape of Aceh in Indonesia breaking 
away, or of an uprising against the regime in Myan- 
mar. Although many in South-East Asia would 
doubt it, western nations—with plenty of other 
trouble spots nearer home to worry about—would 
probably welcome AsEAN trying to take care of pro- 
blems in the region on its own. 


As for Asian values... 


If it does, the last thing on its mind will be “Asian 
values”. When the tiger economies were going 
strong, those values were praised to the skies by 
leaders such as Malaysia’s Dr Mahathir, though 
rather less is heard of them now. Thailand and the 
Philippines never really believed that there were 
some features of life in Asia, such as supportive fam- 
ilies and greater levels of trust, that somehow set it 
apart from the West. Asian values are now widely 


seen as an invention to find common ground for 
countries with widely differing ethnic, religious and 
political backgrounds, “The campaign for Asian val- 
ues will come to be seen in the years ahead as a prag- 
matic interlude during which Asian leaders briefly 
sought to justify authoritarian rule before losing 
power to the middle class they themselves had 
helped to create by managing their economies for so 
long with such success,” says Victor Mallet in his 
book “The Trouble with Tigers”. 

But the issue has not disappeared. “It now goes 
under another name: ‘western interference’,” says 
Zaitun Kasim, a parliamentary candidate for a grass- - 
roots women’s initiative in Malaysia. It still echoes 
in South-East Asian criticism—some of it legiti- 
mate—of the West’s dominance of international 
organisations such as the imrF and the wro. It is also 
heard when some of the regional leaders inveigh 
against the forces of globalisation. It is least credible 
when it takes the form of accusations that greater 
democratic ambitions, too, are a western-influenced 
evil. After all, the world’s biggest democracy, India, 
is an Asian country. The world’s third-biggest may 
well be emerging in the east too, in the battered and 
bloodied shape of Indonesia. Democratic values, 
just like Asian values, are universal. 

Different countries may have different ways of 
getting there. “We want to develop home-grown de- 
mocracies,” says Charles Santiago, a Malaysian 
economist at Stamford College in Kuala Lumpur. 
Some things may be the same, he says: greater finan- 
cial transparency, free media and the right of assem- 
bly. Other things may be different: for example, 
many South-East Asians see the lobby system in the 
United States as a type of KKN. “The exact form of 
the political systems that evolve will be different,” 
says Abhisit Vejjajiva, the young Thai minister. But 
“greater democracy will happen all over the region. 
Even the new members of asean have seen it com- 
ing. To be part of the international community, at 
least economically, they will have to adapt.” 

There is a risk that the speed of the region’s re- 
covery may delay the necessary tasks of fixing bro- 
ken financial systems, restructuring companies and 
reforming economies. But the financial crisis has 
helped with something that will make such reforms 
more likely to succeed: the move towards more plu- 
ral, more democratic societies. The faster South-East 
Asia can get on with that, the better. 
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Where next in Ulster? 


BELFAST 


The Northern Ireland peace process will survive a short suspension of the 
province’s new government. A long period of limbo may be another matter 


T PRIME MINISTER'S Question Time in 
the House of Commons on February 
gth, Peter Mandelson, the Northern Ireland 
secretary, sat beside Tony Blair looking de- 
pressed and exhausted. His last-minute ef- 
forts to keep the peace process on track 
seemed likely to come to nothing. The strain 
was showing elsewhere, too. Gerry Adams, 
the normally smooth and assured leader of 
Sinn Fein, the political wing of the Ira, also 
seemed unusually edgy, as legislation to sus- 
pend Northern Ireland’s assembly wended 
its way through Parliament in Westminster 
(see Bagehot on page 62). 

As The Economist went to press, pres- 
sure continued from the United States, from 
the Irish and British governments, and from 
the rest of Irish nationalism, for the 1RA to 
make a vital concession to unionists and de- 
commission some weapons. The hope was 
that the republicans would concede enough 
to save the face (and the job) of David Trim- 
ble, Northern Ireland's first minister, who 
had promised to resign if the 1ra failed tode- 
commission, and who faced a vital meeting 
of his own Ulster Unionist Party on February 
12th. But the best bet was still that Mr Man- 
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delson would have to make good his pro- 
mise to suspend the institutions of shared 
government, installed with such hopes a 
mere two months before. 

Forebodings about the implications of 
suspension are legion. But for the moment 
both Mr Mandelson and Mr Blair seem to be 
confident that there is little risk of the repub- 
licans returning to violence. British officials 
long ago concluded that the “peace strategy” 
pursued by Mr Adams and Martin McGuin- 
ness, the leaders of Sinn Fein, was more than 
a tactical manoeuvre. They seem confident 
that ira guns will “remain silent”. 

That belief, at least for the short term, is 
shared by many in Northern Ireland and in 
the republic. The fear instead is of a slow but 
inexorable unravelling of the peace process 
and of the paramilitary organisations’ disci- 
pline. It is certainly the case that the estab- 
lishment of the devolved government two 
months ago seemed to create some restraint 
on the streets. The squalid ra “punishment 
beatings” and shootings which passed for 
policing in republican districts, and which 
Conservatives and unionists claimed invali- 
dated the entire peace process, stopped as 


the executive began. Those may now re-start 
as republicans thrash about, in belated rec- 
ognition that they got their political calcula- 
tions wrong. 

Indications that suspension may last for 
only a short time would help Messrs Adams 
and McGuinness hold the line. Their advan- 
tages are their internal party discipline and 
confidence in their electcral popularity. The 
White House, Irish America, the Irish gov- 
ernment and the spr mey all accept that re- 
publicans rather than unionists are at fault. 
But Sinn Fein’s grassroo’s support may be 
strengthened by external pressure. This was 
demonstrated in the midst of the present cri- 
sis by a striking local gevernment by-elec- 
tion win last week in County Antrim, where 
Sinn Fein quadrupled its previous margin of 
victory over the rival nationalist spp, which 
unlike the republicans has always been com- 
mitted to non-violence. 

The immediate threat of disorder is vio- 
lence from Protestant lovalists and republi- 
can ultras, sworn to destroy the peace agree- 
mentand undermine the 1ra ceasefire. More 
and more pointedly republican dissidents 
are denouncing the Adams and McGuinness 
leadership as a “corrup” self-serving elite”. 
More bombs like the one this week in 
County Fermanagh, where an explosion set 
off by the Continuity ıra damaged a hotel, 
will offer the comfort of old, violent certain- 
ties to wavering followers of Mr Adams. But 
the dissidents have beenslow to consolidate 
support, and for the momenta serious inter- 
nal challenge to Mr Adams seems remote. 
His own hints that he may quit politics can 
also probably be discourted. 

Loyalist violence is already being pre- 
dicted by both police and loyalist sources. 
They expect retaliation for the killing last 
month of Richard Jameson, a leading figure 
in the Ulster Volunteer Force, by the rene- 
gade Loyalist Volunteer Force. With the spot- 
light firmly on republicans, the fear is that 
loyalist violence will at irst be directed to- 
wards other loyalists, then spill over as al- 
ways towards Catholic targets—leading in a 
political vacuum to republican retaliation. 

The obvious way to head off such a de- 
terioration in the political situation would be 
to ensure that the resumption of devolved 
government remains a real prospect. To date, 
Sinn Fein has been adamant that the 1ra will 
not disarm under pressure from the union- 
ists, All decommissioning must be “volun- 
tary”. It is possible that skilled diplomacy 
may come up with some face-saving way for 
the republicans to make-enough of a gesture 
to restart the political process. 

Recent history, however, suggests that 
therra is likely toremair intransigent. If that 
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BRITAIN 


is the case the British and Irish governments 
may once again try to put pressure back on 
the unionists. In previous crises over decom- 
missioning it has always been the Ulster 
Unionists, led by David Trimble, who have 
ultimately given ground. It was the belief 
that Mr Trimble could go no further without 
causing his own political demise—and the 
collapse of the province’s government—that 


forced the British and Irish governments to 
start exerting pressure on the republicans. If 
a political vacuum threatens to deteriorate 
into a resumption of violence, on past form 
pressure will be put back on Mr Trimble. But 
for the moment the Ulster Unionist leader is 
the one player in Northern Ireland’s political 
drama who seems to be uncharacteristically 
relaxed. 





Crisis in Wales 


The dragon roars 


This week, Tony Blair’s attempt to control Welsh devolution came back to 


haunt him 


ONY BLAIR must be rueing the day that 

he committed himself to devolution. In 
Scotland, the new Parliament has caused 
him embarrassment by rejecting his line on 
tuition fees. In London, he has struggled to 
prevent a maverick critic, Ken Livingstone, 
from becoming the Labour Party’s mayoral 
candidate. And on February 9th came the 
most serious blow yet. Alun Michael, the La- 
bour first secretary of the new Welsh Assem- 
bly, resigned just as Mr Blair was telling the 
House of Commons that Mr Michael had his 
full support. 

At the root of all these crises is Mr Blair’s 
equivocal attitude to devolution. Devolu- 
tion was never a policy close to his heart; it 
was inherited from John Smith, Mr Blair’s 
predecessor as Labour leader. In Scotland in 
particular, the campaign had acquired too 
much momentum for Mr Blair to challenge 
it. So his government has gone about setting 
up the institutions of devolved power: a 
Scottish Parliament,a Welsh Assembly anda 
mayor and assembly for London. 

But Mr Blair has tried to minimise the 
practical effect of these institutions by doing 
his utmost to ensure that New Labour loyal- 
ists run them. In particular, the rules of the 
election contests for Labour candidate in 
London and for Labour leader in Wales were 
arranged to stack the odds in favour of the 
nominees favoured by Mr Blair. In Wales, 
discontent at Mr Blair’s “control-freakery” 
has been smouldering for months. In par- 
ticular, Mr Michael was seen as Downing 
Street’s man—shoehorned into place instead 
of the more popular and charismatic Rhodri 
Morgan, a Labour mp who had given ob- 
scure offence to Mr Blair. 

But it took a new spark to set the discon- 
tent ablaze, and the events of this week pro- 
vided one. Two years ago, after a tactical re- 
drawing of boundaries, much of Wales, a 
mainly poor country, managed to qualify 
for “Objective One” status, entitling it to sub- 
stantial European subsidies. But this largesse 
came with strings. The Objective One 
money needed to be matched by national 
spending—no matching funds, no European 
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Morgan overshadows Michael 


subsidies. Since Wales cannot raise taxes of 
its own, any public spending for these 
matching funds has to come out of money 
Wales receives from the Treasury in London. 
Mr Michael claimed he could scrape to- 
gether the funds he needed for the coming fi- 
nancial year,and had hopes of winning new 
money for future years from the spending 
negotiations currently taking place with the 
Treasury. But Plaid Cymru, the largest oppo- 
sition party in the Welsh Assembly, said it 
would subject Mr Michael to a no-confi- 
dence motion unless he could get a firm 
guarantee of extra funds before this week’s 
debate on the Welsh budget. He could not. 
Since Labour held only 28 seats out of the 60 
in the Assembly, and the Tories and Liberal 
Democrats were supporting Plaid, Mr Mi- 
chael was always going to lose the no-confi- 
dence vote. 

But that need not have been the end. 
After a no-confidence vote, parties can put 
forward nominees for the post of first secre- 
tary. The winning candidate does not need a 
majority, just the biggest number of votes. 
Mr Michael could have been re-elected by 
Labour votes alone. In theory, the ping-pong 
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of no-confidence votes and re-election could 
have gone on indefinitely. 

In theory. But the no-confidence vote 
served to trigger a crisis within the Labour 
group in the Assembly. In common with 
most ordinary members of the Welsh La- 
bour Party, most Labour Assembly members 
still hankered after Mr Morgan as their leader 
and first secretary. Mr Michael's unpopular- 
ity had helped give Labour an unexpected 
drubbing in last year’s elections for the As- 
sembly, and Labour’s standing in Wales has 
fallen further since then: on February 3rd, La- 
bour slipped to fourth place in a parliamen- 
tary by-election in Ceredigion. The no-confi- 
dence vote gave Labour Assembly members 
their chance to ditch Mr Michael. A group of 
dissidents, including Andrew Davies, the La- 
bour business manager, made clear that they 
would not accept the renomination of Mr 
Michael. So Mr Michael resigned as first 
secretary shortly before losing a formal vote 
of confidence. 

Mr Morgan was immediately appointed 
acting first secretary. In order to remain in the 
job he will need to win an Assembly vote on 
February 15th. But perhaps because Mr Blair 
once tried to block him, Mr Morgan is likely 
to be acceptable to the other parties, who will 
not press a vote of confidence against him. 
Mr Blair seems to be coming round to him as 
well. Ironically he may find that having a 
man known for his independence as first 
secretary in Wales helps to restore the credi- 
bility of devolution and the stability of the 
Labour administration in Wales. Mr Morgan 
is also considering trying to form a coalition 
government with the Liberal Democrats—as 
Labour has done in Scotland—to give his ad- 
ministration an overall majority. 

But it will not be plain sailing, even if Mr 
Morgan secures his position. He is no more 
likely than Mr Michael to persuade the Trea- 
sury to produce extra funds for the poorer 
parts of Wales. And as development secre- 
tary, it is Mr Morgan who until now has had 
direct responsibility for obtaining them, 
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The Stansted hijack 


Take me to 
Essex 


STANSTED 


N the early hours of February 10th the hi- 

jacking of an internal flight from Afghani- 
stan was peacefully resolved, thousands of 
miles away at Stansted airport in Essex, near 
London. The end of the hijacking promised 
to resolve the mystery of why the plane was 
seized in the first place. 

The aircraft, with nearly 200 people on 
board, was diverted on February 6th by a 
group of young men with guns and gre- 
nades. After making two short stops in cen- 
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tral Asia, refuelling in Moscow and releasing 
a few hostages, it was brought to Stansted, 
There it sat for four days, watched by shiver- 
ing police, soldiers and journalists, as luckier 
flights roared overhead. 

Although negotiators eventually man- 





j iho rise in property prices shows no 
sign of slowing down. More than ever, 
the Englishman's proverbial castle looks 
like his goldmine as well. According to the 
Halifax, a bank, house prices rose 2.4% in 
January. This makes the annual rate of in- 
crease 16%, continuing the strong upward 
trend of the last couple of years. These lev- 
els were last seen in 1989—just before the 
Thatcherite boom tumed to bust. 

The British taste for home-ownership 
has been fostered by the belief that there 
is no better long-term investment than a 
house. This is not strictly true. House 
prices in Britain have risen much faster 
than inflation over the past 25 years, yet 
have lagged well behind the stockmarket. 
But one bit of the property market has 
spectacularly outperformed other invest- 
ments over the past generation: smart 
houses in central London. 

The relentless march of gentrification 
has made investment in bricks and mor- 
tar in such areas as Notting Hill Gate and 
Islington extraordinarily rewarding. Both 
areas were fashionable but rather tatty 25 
years ago. With a solid Victorian housing 
stock and good transport links to the City, 
they have been transformed. Take Elgm 
Crescent, now one of the most sought- 
after streets in Notting Hill. The estate 
agent FppSavills sold a 5-bed (3,259 sq ft), 
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aged to bring the hijacking to a peaceful con- 
clusion, the police were unable to shed im- 
mediate light on the motives of those who 
had seized the plane. A senior policeman 
said that it was only in the last hour of nego- 
tiation that the hijackers “expressed concern 





semi-detached house there in 1974 for 
£71,000. They estimate that the same 
house is now worth £2.75m. That is an 
appreciation of 3,773%. 

Although the gentrified areas have 
gained the mostin value, the parts of town 
that were already established 25 years ago 
have not been far behind. The Boltons, in 
South Kensington, has always been one of 
London’s most prestigious addresses. 
rppSavills sold an 8-bed (8,000 sq ft) house 
there in 1975 for £208,000. A similar house 
sold for £7.5m last year, showing a 3,506% 
increase. And Monmouth House (5,300 sq 
ft) at Hyde Park Gate, was sold in 1975 for 
£225,000 and is now on the market for 
£6.5m, showing a 2,790% increase. The 
Knight Frank prime-property index for 
central London estimates that property 
worth £1m today was worth £60,000 in 
1976, an increase of 1,567%. 

The rise in the price of central London 
property reflects mainly two things. The 
first is the growth in the City; the second is 
the growing internationalisation of Lon- 
don. In posh areas like Kensington, estate 
agents reckon that up to 30% of house- 
buyers are now from overseas. Combine a 
bull market and an influx of foreign bank- 


ers, and property prices soar. 
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about the political situation in Afghanistan.” 
Nineteen people on board the plane were ar- 
rested at the end of the siege. 

In Britain much of the speculation about 
the motives of the hijackers centred around 
the idea that they were simply trying an un- 
orthodox and extreme form of emigration: 
hijack a plane, fly it to Britain and then claim 
political asylum. There was speculation too 
that many of the passengers might have 
been in cahoots with their hijackers. Police 
would not comment on whether they 
thought asylum was a possible motive—in- 
deed they claimed improbably that, during 
the course of negotiations, they had never 
asked the hijackers about their motives. But 
there were unconfirmed reports that some 
60 of the 150 people who eventually filed off 
the plane had requested political asylum. 

The evidence that the passengers might 
be asylum-seekers is, so far, still flimsy. An 
airline official from Afghanistan quoted a 
steward released in Moscow as saying that a 
large group of passengers seemed intent on 
claiming asylum. And there are a few reports 
from Kabul, the capital of Afghanistan, 
suggesting that some Afghans are envious of 
those on board who have flown to the West 
for just $20each—the price of the internal Af- 
ghan flight. The presence at Stansted of an 
observer from the United Nations High 
Commission for Refugees (UNHCR) fuelled 
speculation that the hijackers had no politi- 
cal goal but were simply seeking asylum. 

Increasing numbers of Afghans are try- 
ing to come to Europe, while over 1m people 
have fled the country for Iran. Last year, says 
the UNHCR, 23,000 Afghans applied for asy- 
lum in Europe, a sixth of whom wished to 
come to Britain. Last year Britain had 53% 
more asylum-seekers than in 1998 and now 
receives more applications than Germany. 
Although hijacking would seem an unlikely 
route to sanctuary—a lengthy spell in prison 
is almost certain for the perpetrators—it has 
worked before. A group of Iraqis who di- 
verted a Sudanese plane to Stansted in 1996 
served a short spell in prison before being re- 
leased. They are now applying to stay in Brit- 
ain, on the grounds that their lives would be 
under threat if they were repatriated. Butun- 
der international refugee law, asylum-seek- 
ers who commit a terrorist act, such as a hi- 
jacking, prejudice their application. 

At the very least, the hijackers’ presence 
in Britain is a reminder to the West that Af- 
ghanistan continues to export problems to 
its neighbours and beyond: Islamist fighters 
from its wars have cropped upin the Balkans 
and Kashmir; illicit weaponry is traded 
through the country; heroin is shipped to Eu- 
rope; large numbers of refugees are fleeing; 
and terrorists, such as Osama bin Laden, op- 
erate from Afghanistan. Perhaps it is no 
wonder that some of those unlucky enough 
to be on board may try to take a chance to 
stay in Britain. 

———— ee | 
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Gerry Adams's promised land 


T IS said that when Peter Mandelson took over from Mo Mow- 

lam as secretary of state for Northern Ireland four months ago, 
one of the first things to strike him was the contrast between the 
chronic self-doubt of the province's unionists and the chronic self- 
confidence of its republicans. David Trimble had a Nobel peace 
prize and led the province's biggest party. And yet the leader of the 
Ulster Unionists has tiptoed anxiously, with a divided tribe be- 
hind him, from one reluctant compromise to the next. The leaders 
of Sinn Fein, by contrast, came across as men who had formulated 
a plan, thought through every detail, and were now waiting confi- 
dently for events to unfold in accordance with their calculations. 
Gerry Adams in particular has seemed sure of every step, for all 
the world like an Irish Moses leading 
his people circuitously but inexora- 
bly towards the promised land. 

In the middle of this week, as the 
British government prepared sor- 
rowfully to close down the brand- 
new power-sharing assembly at Stor- 
mont, the confidence of Moses 
seemed for once to slip. The man 
who in countless television inter- 
views over the years had glibly “re- 
gretted” the countless deaths in- 
flicted by the ira looked strangely 
depressed. At one point he even 
came close to hinting that he might 
consider giving up his job as Sinn 
Fein’s president. 

What had shocked him so? Per- 
haps it was the novelty of a bluff be- 
ing called. Given the euphoria that 
surrounded the birth of the Stormont 
assembly only two months ago, Mr 
Adams may have calculated that the 
British government would not dare 
to pull the plug so soon. Or perhaps it 
was the novelty of the tongue-lashing 
administered in the House of Com- 
mons by the previously considerate 
Mr Mandelson, who excoriated Sinn 
Fein’s “lordly and arrogant” rejection 
of pleas for the IRA to disarm. 

Well, perhaps. Certainly, there is no reason to question 
whether Mr Adams's disappointment is sincere. For all the televi- 
sual glibness, he is after all the man who has done more than any 
other to transform Sinn Fein from a mere front for the IRA into a 
genuine political movement, to arm it with a realistic political 
plan, and then to persuade the IRA to cease fire and acquiesce in 
the sovereignty-finessing compromises of the Good Friday Agree- 
ment. Martin McGuinness, the former tra commander who had 
been relishing his metamorphosis into education minister, 
seemed close to tears. Like Mr Trimble, though with greater self-as- 
surance, Sinn Fein’s leaders have taken big risks for peace. If the 
new assembly is closed down for good, and the rra returns to vio- 
lence, Mr Adams's own strategy, developed patiently over more 
than 20 years, will have collapsed with it. 

It is no wonder he is disappointed. But there is still something 
unsettling about Mr Adams's unusual hints of resignation, his ref- 
erences to physical and emotional exhaustion, and the self-pity 
that for a while at least appears to have displaced the old self-con- 
fidence. It is hard to believe that any setback inflicted by the likes 





of the Ulster Unionists or the British government accounts con- 
vincingly for these. After all, Mr Adams and his movement thrive 
on adversity. Casting off the British yoke is their life’s work. In the 
story he has written about his own life, Mr Adams points out that 
he was bor in Belfast when “the British-controlled statelet” in 
Northern Ireland was less than 30 years old, into a family that had 
never recognised it as a separate entity under the British crown, at 
atime when the British empire was in retreat from India, Palestine 
and Africa. British perfidy, being expected, had longagolostitsca- | 
pacity to surprise; the collapse of British rule over Northern Ire- | 
land, though arrested, was nonetheless inevitable. Hard men con- 
vinced of the justice of their cause and the inevitability of victory 
do not plead exhaustion when their 
opponents administer a setback. 
And Mr Adams, who learnt most of 
his political skills from doctrinal de- 
bates with fellow inmates of the 
Long Kesh prison camp, is nothing if 
nota hard man. 

All this leads towards a miser- 
able conjecture. If the actions of the 
Ulster Unionists or the British gov- 
ernment do not account for the full 
extent of Mr Adams's public de- 
spondency,theexplanation mustlie | 
elsewhere. And the mostlikely place | 
is in his relations not with his ene- 
mies but with his friends and col- 
leagues in the IRA itself. 

Naturally, Sinn Fein’s enemies 
and interlocutors say that they find 
nothing more exasperating than Mr 
Adams's ritualistic assertion thatthe | 
movement of which he is president | 
is a separate entity from the IRA. 
They complain that if he did not 
keep repeating this slippery half-fic- 
tion, Mr Adams would have found it 
much more difficult to prosecute his 
having-it-both-ways strategy of bal- 
lot box and Armalite rifle. On the | 
other hand, they have benefited too. 
If his enemies and interlocutors did | 
not pretend to half-believe the half-fiction, it would have been | 
much more difficult to negotiate the Good Friday Agreement. For 
the clever bit of creative ambiguity that made the agreement possi- 
ble rests on the premise that although the rra is not itself a signa- 
tory, it can in certain circumstances be persuaded by Sinn Fein, 
which is a signatory, to decommission its arms. 

What, though, if the slippery half-fiction now turned out to 
have become horribly true? What if Mr Adams is no longer using 
his alleged distance from the ira to create negotiating room, but 
has himself been compelled at last to accept that even he is incapa- 
ble of talking his own people into making the necessary gesture of 
disarmament? An internal failure of his authority, in a movement 
famous for its collective self-discipline, would go a long way to- 
wards explaining his apparent depression. It would be sombre | 
news indeed, not only for Mr Adams but for all those who have 
hoped and worked so long to lead Northem Ireland into the prom- 
ised land of peace and compromise. But at least it would introduce 
an element of clarity into a process that may have depended for 
toolongon the lack of it. 
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in the automotive industry 


Ps not surprising that J.P. Morgan is the leading M&A advisor* in the 
automotive industry. The breadth of our coverage ane the depth of our 
expertise have made us a principal source for knowledge, resources, and 
financial solutions. Situated in all key markets, our industry specialists 
cover automotive suppliers, OEMs, and service providers with an 
integrated vision of how fundamental change is reshaping the industry. 
Our powerful global network gives us greater access to capital, people, 
and ideas. 


Most of all, we have a track. record of helping clients succeed. 


For information about how our expertise can move you 
ahead, please call your local J.P. Morgan representative: 
Larry Slaughter, Europe (+44) 207 325 4919 

Stephen Worth, Americas (+1) 312 541 3190 

Arthur Ozeki, Asia Pacific (481) 3 5573-1870 
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Have factory, will travel 


GUADALAJARA, MEXICO 


Successful manufacturers these days need not go anywhere near a factory 


T FIRST glance, the electronics factory 
near Guadalajara looks like any other. 
On the gym-sized shop-floor, robots fit cir- 
cuit boards with components. Workers put 
the finished boards in plastic casings. But 
look closer and you might notice something 
“odd. One of the lines churns out Web rv set- 
top boxes, which connect television with the 
‘net, for Philips, a Dutch consumer-electron- 
ics giant. The line next to it makes the same 
device for Sony, Philips’s arch-rival. 

That is because the plant is run by Flex- 
tronics. It is part of a trend sweeping elec- 

tronics: factories for hire. Almost unnoticed 
“by consumers, contract manufacturers such 
as Flextronics, Solectron, sci, Celestica, Jabil 
and hundreds of smaller contract firms have 
taken about 11% of the market for electronics 
hardware, according to Technology Fore- 
casters, a market-research firm. 

Technology Forecasters expects this fig- 
ure almost to double in the next three years. 
The amount of contract manufacturing is 
growing by more than 20% a year, which is 
more than twice as quickly as the electronics 
industry as whole (see chart on next page). 
The business is. taking off in Europe, too. Er- 
icsson, a Swedish telecoms-equipment firm, 
is oUitsourcing its manufacturing, Fujitsu Sie- 
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mens Computers recently sold a German 
factory to Flextronics. 

Contract manufacturers are rapidly 
consolidating, Last year saw more than 100 
mergers, up from 50 in 1997. Analysts expect 
the business ultimately to be dominated by 
half-a-dozen firms, each with revenues of at 
least $10 billion. Solectron, the world’s larg- 
est, expects to be a $20 billion company by 
the end of next year. 

Such numbers have caught Wall Street’s 
eye. The shares of contract manufacturers 
have in recent years outperformed other 
high-tech firms—no mean feat. Analysts 
predict that they will extend their lead. So- 
lectron is now worth over $23 billion, more 
than darlings of the media such as Apple. 

Electronics firms, like firms in other 
industries, have always contracted out some 
of their manufacturing, mostly to assemblers 
of circuit boards, whose role was mainly to 
supply labour when demand was tight. 13m 
pioneered the idea of outsourcing entire pro- 
ducts in the 1980s by getting scr to build its 
personal computers. 

But the exception of a decade ago is 
increasingly the rule. Today’s contractors are 
no longer bottom-feeders, but fully fledged 
supply-chain managers. They help design 


products to make them easy to manufacture. 
They buy components. Sometimes they 
even organise distribution.and repair. 
These “electronic-manufacturing ser- © 
vices providers” (gms), as they like to be 
called, are their customers’ allies as well as ` 
mere suppliers. The constant threat of losing 
orders keeps them impreving quality and 
service. But both parties must also work to- 
gether, building prototypes and smoothing 
the kinks out of the production process. 
Thanks to the Internet, financial and 
technical integration between customers 
and suppliers is growing. Most electronics 
firms enjoy complete access to their contrac- 
tors’ books for their products. Hewlett-Pack- 
ard can check on the web in real ‘time 
whether its printers are being made prop- 
erly, and immediately act if they aren’t. Con- 
tractors have direct and up-to-the minute ac- 
cess to their customers’ sales information. 


Mounting 


It was only with standardised communica- 
tions, digital design and quality norms that’ 
firms could split innovation from produc- 
tion. Some clients at Flextronics’s Mexican: 
plant send files with design changes using a 
data network. These are then fed into the 
production robots. 

Contract manufacturing has also grown. 
thanks to improvements on the shop floor. 
High-tech gear is no longer put together ina 
low-tech way by hordes of young women 
wielding soldering irons. They could not 
possibly pack electronic components 
densely enough for today’s small mobile-. 
phones or video cameras. Most of the work 
now uses surface-mount technology—ro- 
bots that place components directly on a cir- 
cuit board, without wiring and soldering. 

Because these robots are expensive and 
complex, their operation is best left to spe- 
cialists. Experts know how to use them effi- 
ciently, thanks to high production volumes. 
and varied experience. Contractors also get. 
huge volume discounts from components 
suppliers. 

Even so, contract manufacturing today is 
less about cutting costs than about getting 
products to market quickly. If necessary, « 
firms can ramp up production within. 
weeks, anywhere. Solectron and Flextronics, 
for example, each have two dozen factories 
around the world.if demand in oné market 
surges, they can literally fly in an entire pro- 
duction line from somewhere else. 

Hexibility helps electronics firms cope 
with technological change. Because a market 
leader can suddenly fall from favour, con- 
tracting out manufacturing is less risky than 
building new factories. Cor:tractors also let 
65 
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their customers concentrateon what matters 
in electronics these days: innovation. 

Will all electronic gear be made by con- 
tractors? Not if they misjudge their acqui- 
sitions. Contractors may already have ac- 
quired more firms than they can digest. They 
risk becoming unfocused. And even if they 
do not, electronics firms have good reason to 
keep at least some production in-house for 
their core products and brands. Ericsson, for 
example, tends to build its own networking 
gear until itis no longer a premium product. 

But there is no reason why contracting 
should not become the norm. Tim Sturgeon, 
a researcher at the Massachusetts Institute of 
Technology, predicts that the electronics in- 
dustry will “vertically disintegrate”. Tradi- 
tional firms will focus on rap and market- 
ing; manufacturing will be a service 


SAN FRANCISCO 


HIS week the Intemet’s most promi- 
nent sites such as Yahoo!, buy.com, 
Amazon, CNN and eTrade were paralysed 
by a series of “denial-of service” (pos) at- 
tacks—an avalanche of fake requests for 
information which overwhelm even the 
most powerful network computers. Some 
experts now fear that such digital assaults 
could deal a lasting blow to e-commerce. 
pos attacks are not new. In past 
months computer-security organisations 
have given warning of threatening pro- 
grams. The Computer Emergency Re- 
sponse Team of Carnegie Mellon Univer- 
sity hears of roughly four pos attacks a day. 
They are usually protests directed at 
smaller websites. In December “electro- 
hippies” shut the website of the World 
Trade Organisation. But this time, the at- 
tacks seem co-ordinated. And their targets 
were the brightest names in e-commerce. 
To set off an electronic avalanche is rel- 
atively easy. The necessary software, called 
Stacheldraht (barbed wire) or Tribal Flood 
Network, can be downloaded from the In- 
ternet. The attacker surreptitiously installs 
asmall piece of software on dozens of com- 





provided by global suppliers. 

Probably the best example of such a vir- 
tual electronics firm is Cisco, which makes 
Internet-routing gear. Although the com- 
pany is easily the market leader, it has only 
three plants, for its high-end equipment and 
prototypes. One or other of the big contract 
manufacturers makes everything else. Many 
Cisco products are never even touched by a 
Cisco employee. “Without the Internet none 
of it would be possible,” explains Carl Red- 
field, who runs Cisco’s manufacturing and 
logistical operations. Cisco's suppliers post 
quotes and forecasts on Cisco’s website to 
create a form of real-time bidding. 

If contract manufacturing does come to 
dominate electronics, the industry will look 
very different. Start-ups will no longer need 
factories to compete with the big guys. There 
will be more firms like Handspring, a com- 
pany based in Silicon Valley that looks as if it 
is about to become a force in hand-held 
computers, despite its lack of machinery. 

Contracting could also pose problems 
for European and Japanese firms, which 
tend to have a strong manufacturing culture. 
To stay competitive, they may need to our- 
source more of their production, too. And 
they may have no choice but to turn to 
American suppliers, because the global con- 
tractors are all based there. Having come up 
with the modern corporation, Mr Sturgeon 
argues, America is now about to give the 
world the “turn-key production network”. 





For the moment, then, contract manu- 
facturing looks like the next big strategic fad. 
It is furthest advanced in electronics, but it is 
also growing in other industries such as toys, 
clothing, and brewing. Perhaps, one day, 
even today’s car makers will become virtual 
companies. A fantasy? Last August, Ford an- 
nounced that it will ask a big supplier to run 
its new factory in Brazil. 





Indonesia’s asset sales 


Star struck 


JAKARTA 


FTER months of inaction, Indonesia’s 

ost important government agency 

took a big step this week. But was it a step in 
the right direction? On February 8th the In- 
donesian Bank Restructuring Agency (IBRA), 
the body that took over a large chunk of In- 
donesia’s industrial assets after the financial 
system collapsed, used its influence as a 
shareholder to remove the two top execu- 
tives of Astra International, a big car maker. 
Astra is not only one of Indonesia’s best- 
known firms, it has also been touted as one 
of its brightest performers during the finan- 
cial crisis, changing its strategy in response to 
falling trade barriers and restructuring al- 
most $2 billion in debt. The firm’s chief exec- 
utive, Rini Soewandi, has been widely 





Denial of e-commerce 


puters connected to the Internet. A “mas- 
ter" computer then signals these “slaves” to 
strike. Yahoo was attacked by 50 computers 
stuffing its servers with the equivalent of 
500,000 typewritten pages a second. 
Because the avalanche of data comes 
from many sources, the attack is hard to re- 
sist, and its author is almost certain to re- 
main unidentified. One way to block an as- 





Is that a website under there? 





sault is to set up a “sniffer” that looks for 
patterns that could constitute an attack 
and filters the data stream before it reaches 
a server. Yahoo used such software, but it 
was not powerful enough. 

Websites often share in the blame. In 
their rush to establish themselves, security 
is often an afterthought. Yet most commer- 
cial sites need protecting. For instance, 
when eToys filed a trademark-infringe- 
ment lawsuit against a Zurich-based art 
group whose website is www.etoy.com, it 
received pos threats in return. 

Will hackers wreck e-commerce? Prob- 
ably not. All of this week’s victims had re- 
opened their sites in less than three hours. 
Wall Street remained largely unfazed—in- 
deed, investors bought shares of com- 
puter-security firms. 

The real danger of this week’s series of 
attacks is overreaction.On February 9th Ja- 
net Reno, America’s attorney-general, 
vowed to do everything possible to keep 
the Internet “a safe place to do business”. 
While the authorities should punish of- 
fenders (who face a jail term of up to five 
years and a $250,000 fine), the risk is that 
cyber attacks become an excuse to control 
the Internet. The web’s openness facilitates 
electronic assaults, certainly. But its open- 
ness created e-commerce in the first e 
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Greater liquidity and 
economies of scale create 
a wave of new savings for — 
our clients. 


At Clearstream our assets under custody are 
now well over seven trillion euros and we handle 
more than ninety million transactions a year. 
That means substantial economies of scale.. 
savings we re passing directly on to our clients 
Through reduced custody service charges on 


German domestic equities and fixed income 







instruments. 

Through savings on share registration for 
German equity issuers 

And through early starter incentives for new 
Clearstream clients 

It all adds up to an annual saving of 21.8 million 


euros for our clients. 


clearstream 


streamlined systems for clearing, settlement and custody 





The millennium. 






Highlights of the final quarter. 


ING Barings reports an exceptional final quarter of the millennium. Particular highlights: our 
involvement in the development of railway infrastructure in India and China in the 1880s, raising 
finance for governments and municipalities including a bond issue to assist reconstruction in Tokyo 
‘following the 1923 earthquake, and more recently the IPO for TraHK (Asia's largest ever IPO 
outside Japan). For nigh on a quarter of a millennium, ING Barings has found innovative solutions 


“to the challenges of investment finance through applying expertise where it counts ~- in the field. 





We plan no change to this successful strategy during the next millennium. For further information, 


‘contact David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 


1881 


Bengal Central 
Railway Co. Ltd. 


£25,000 


Joint Lead Manager 


For the construstion of 
railways near Calcutta 


1975 


Nisshin Steel Co. Ltd, 


USS20 million 
9.25%: Notes 
Joint Lead Manager 


Far the construction and 
improvement of steel 
making plant in dapan 


1885 


Chinese Government 


£1.50 million 


6% Bonds 
Joint Lead Manager 


For the construction of an 
arsenal and a railway 


1986 


Cathay Pacific 
Airways Ltd. 


HKS1.54 billion 


initial Public Offering 
Adviser, Joint Lead Manager 


The sale of equity formerly 
owned by Swire Pacific 
and Hongkong & Shanghai 
Banking Corporation 





1902 


Japanese Government 


¥50 million 


5% Bonds: 


Joint Lead: Manager 


The first yen denominated 
issue in Landon 


1988 


Hong Kong Government 


HK$4 billion 

Disposal of Hong Kong 
Telecommnunications Ltd. 
Shares) 

Adviser; Joint Lead Manager 
The disposal of part 

of the Government's 
stigehoiding in Hong Kong 
Telecommunications Ltd, 


ING Barings is the organisation and trade name used by ING Bank N.V. and certain of its subsidiaries for the conduct of international corporate and investment banking business. 
SING Bank N.V. is part.of ING Group, ane ofthe largest integrated financial services organisations in the world. This announcement appears as a matter of record only 





1913 


Chinese Government 


£25 million 


5% Bonds 


Joint Lead Manager 


For general expenditure of 
the government 


1990 


PT Astra International 


US$246 million 


Initial Public Offering 
International Lead Manager 


For expansion through 
capital expenditure 
and acquisition 


1926 


City of Tokyo 


£6 million 


5.5% Bonds 
Joint Lead Manager 


For reconstruction in Tokyo 
and Yokohama after the 
1923 earthquake and fire 


1998 


First Pacific 
Company Limited 


US$749 million 


Acquisition of stake in PLDT 
Adviser 


Acquisition of an effective 
controlling stake in the 
Philippines’ dominant 
telecoms company 


Inchcape & Co. Ltd. 


£3.10 million shares 
and loan stock 


Initial Public Offering 


Adviser, Joint Lead Manager 


For its reorganisation as 
a publicly quoted holding 
company 


1999 


Tracker Fund of 
Hong Kong (TraHK) 


HKS$33 bitlion 


Initial Public Offering 


Joint Global Co-ordinator, 
Joint Bookrunner 


The disposal of part of the 
Hong Kong Government's 
equity portfolio via the 
Tracker Fund 
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Every company 
doing business worldwide 
has the same need. 


Voted By 
Our Customers 


WCA Best 
Carrier 1999 





Conducting any business on a global scale isn't easy. Especially global communications. But with years of 
experience, Global One can do your communications right. With more than 1400 points of presence, our breadth 
of coverage around the world is unsurpassed. We provide advanced internet, voice and data solutions, and 
have one of the world’s most extensive ATM networks. Plus our new comprehensive Global Guarantee and 24x7 
technical support. To learn more about our flexible, reliable voice and data services, call or visit our website, 


Hundreds of multinational companies trust Global One for their communications needs, and you can too. 


Communications on a Global Scale 





oe eee @ France Telecom > Sprint 


Call Global One at +1-703-689-5138 (US), +32-2545-2882 (Europe) or +852-2583-6111 (Asia Pacific) 
or visit us on the web at www.globalone.net 





_ praised. So why has she been booted out? 
1BRA has recently been trying to’sell its 
-45% stake in Astra, the first.of many such 
< sales it plans for this year. Itis understand- 
: ably keen to establish its reputation as a ne- 
gotiator. In December it named an Ameri- 
can investment group, led by Gilbert Global 
Equity Partners and Newbridge Capital, as 
its “preferred bidder”, thereby giving the 
Americans the chance to look over the com- 
pany. and make an opening bid for the 
shares. But the Gilbert Global/Newbridge 
group complained that Mrs Soewandi’s 
managers would not give them enough in- 
formation; Mrs Soewandi countered that 
they would not sign a strict confidentiality 
agreement. Exasperated, Gilbert Global/ 
Newbridge let its preferred-bidding status 
expire last week, with the result that rra’s 
shares in Astra will now be sold through an 
open auction. RA- says that it decided to 
oust the two executives before holding the 
auction to get a better price for its shares. 

‘Astra will not be the agency’s last contro- 
versial sale. BRA hopes next month to com- 

i plete another prominent disposal, of part of 
its 93% stake in Anthony Salim’s Bank Cen- 
tral Asia, through a public share offering. 
Success with such disposals is essential if In- 
donesia is to raise the money it needs to fi- 
nance its budget deficit. 

Fortunately, isra has plenty to flog. 
When it bailed out failed banks, it did not 
just end up with heaps of bad loans. Bank 
owners who. had dent too much money to 

ot wn firms had to pledge corporate as- 

-sets to makeup the shortfall. Asa result, BRA 

now owns more than 200 companies in a 
> wide range of industries (see chart). To im- 

prove the odds that gra takes its task to 

~ heart, the government has replaced its previ- 
‘ous chairman with Cacuk Sudarijanto who, 
as the president of the state telecoms firm, 
stood up to Suharto. 

- Curious investors are now picking over 
Mr Cacuk’s heap of assets. Even BRA has 
only a rough idea of what they are worth.On 
February 8th Mr Cacuk told parliament that 

- yBRA was holding 240 trillion rupiah in as- 

- sets, But the next day the agency told The 
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Economist that it had decided to revise the 
total upwards, to 300 trillion rupiah. Of that, 
stakes in companies account for 112 trillion 
rupiah; the rest are loan portfolios taken 
from ailing banks. 

IBRA seeks not only to raise cash, but to 
ensure that these industrial assets are 
quickly put to productive use. However, 
sceptics worry that the agency will also pur- 
sue a third aim—political influence. Con- 
sider Astra: Mrs Soewandi’s defenders ac- 
cuse IBRA of trying to help slip a member of 
Astra’s founding family back into manage- 
ment; her detractors accuse her of resisting a 
new shareholder who would weaken her 
influence. Given a scandal last year at Bank 
Bali, many Indonesians are low on trust,and 
some wonder why Mrs Soewandi was so ad- 
amant about confidentiality. 

If it is to keep the criticisms under con- 
trol, BRA will have to make the sales demon- 
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stably above board. Amir Sambodo, an advi- 
sor to Mr Cacuk, insists that “the main 
strategy is to go to the stockmarket, because: 
that is the most transparent’. But public 
share offerings, he admits, will not always be 
feasible. Most of era's holdings are in priv- 
ate companies, many of which will not want 
to have their shares publicly traded. In these 
cases, IBRA says that it will rely on tender of- 
fers from a handful of bidders. If a strategic 
bidder can help the company, it will haveto 
negotiate the sale price privately. 

There is huge scope for mistrust. Mrs Soe- 
wandi argues she has helped Indonesia 
and Astra’s shareholders—by forcing an 
open auction. ira counters that it“has 
ousted a self-serving management, making 
its stake more attractive to bidders. Both > 
sides have a point. Will it be Mrs Soewandior 
Mr Gacuk who is remembered as the cham- 
pion of Indonesian shareholders? 





Reuters 


Setting up shop 


Reuters’ new strategy points the company in the right direction, but does not 


solve its problems 





“Or almost believes 
the Internet was. 
created for Reuters,” said Pe- 
ter Job, the company’s chief 
executive, at a briefing for 
analysts on February 8th 
when he announced the 
company’s new Interet- 
centred strategy. Indeed, the 
Internet and Reuters have 
much in common. Both are 
electronic networks, operat- 
ing in real time, whose job is 
to transmit information. In 
fact, they have so much in common that it is 
easy to imagine how the Internet could re- 
place Reuters. And that is the danger Reuters 
is now moving very fast to avoid. 

Reuters spent much of its 149 years as a 
news agency owned by newspapers to ser- 
vice newspapers. Twenty years ago, it spot- 
ted the financial markets’ growing need for 
information, and set itself up as an informa- 
tion exchange. It now has over half a million 
users in 60,000 companies who pay an aver- 
age of $1,500 a month to get their information 
from its proprietary network. It now owns 
about half the $6 billion business for finan- 
cial information, with growing shares taken 
by Bloomberg and Bridge. 

Aside from its core business, Reuters still 
has its news service, which it sells to newspa- 
pers, broadcasters and, increasingly, to In- 
ternet portals; it owns Instinet, one of the 
small pack of electronic-communications 
networks that are challenging the old trading 
exchanges; and it has a startlingly successful 





“greenhouse” fund whose 
main claim to fame is that it 
invested $1m in Yahoo! in 
1994, when its founders 
were still at college. 

It is the core business, 
which (including transac- 
tional products) brings in 
93% of the company’s reve- 
nues, that is under threat... 
Part of the problem is that 
Reuters’ most importantcli- 
ents, such as the big broking 
houses, are themselves: un- 
der pressure. Their margins are falling be- 
cause of competition from online brokers, 
which offer trades at $15 (instead of several 
hundred dollars) a pop. Their business is go- 
ing the same way through the growth of day 
trading. And the merger of banks and‘bro- 
kers is cutting the number cf dealers. 

At the same time, the Internetis opening 
new channels for information: In the pa 
sellers of real-time financial information 
{such as the New York Stock Exchange) had 
tc go through an intermediary (such as Reu- 
ters) toget to the buyers of information. Now 
companies such as CityNet, which has de- 
veloped a protocol for sending financial in- 
formation instantaneously over the In-: 
temet, allow exchanges and others 
producing financial information to bypass 
the intermediary and sell their information 
direct to the end-user—at much lower cost. 

Reuters has had no coherent answer to 
this, until now, and investors have not been 
happy. After a particularly unfortunate 
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wanted to hear a strategy articulated and Mr 
Job made it clear that he didn’t have one, the 
share price plunged. 

Now Reuters has come up with its an- 
swer: to go with the flow. If the Internet disin- 
termediates wholesalers, then Reuters will 
move from being a wholesaler to being a re- 
tailer, and use the Internet to do so. In the 
past, it used to sell its information to hun- 
dreds of thousands, down its dedicated 
lines. The Internet allows it to sell to millions. 
“There are upwards of 6om people who can 
be considered as targets,” said Mr Job. 

Reuters will go after these people in three 
main ways. As well as its high-end product, it 
will offer several tiers of service, with the 
cheapest product $100 a month or less. Insti- 
net is launching an online retail service in 
April. And Reuters.com will become a finan- 
cial portal to offer all sorts of products to re- 
tail investors. The core business, meanwhile, 
will be reorganised at a cost of £300m 
($480m) to deliver its products according to 
the protocols used by the Internet. A joint 
= venture announced on February 3rd with 

_ Equant, a telecoms company, will establish 
a secure rp-based network, 

The markets liked the strategy. Never- 
theless, it creates problems for Reuters, as 
well as solving them. 

Although Reuters wants to get into the 
retail business, it will go on being a whole- 
saler, because that is where its revenues 
come from. But if Reuters succeeds as a re- 
tailer, it is bound to cannibalise its own reve- 
nues. The strategy, as Mr Job said in his 
presentation, is “to be the provider of the in- 
formation and the capabilities that allow 
people to ramp up their activities on the In- 
ternet.” But the more individuals “ramp up”, 
the worse it is for the brokers and banks who 
buy Reuters’ high-end products. 

On the Internet, similarly, Reuters has 
made a good business out of selling its news 
services to websites--900 of them. Its reve- 
nues from this business rose 220% last year. 
In America, they have now overtaken its 
sales to newspapers. Managing this business 
while building its own portal, where its news 
will also be displayed, will be awkward. 





briefing last September, when analysts 





< What's more, whereas Reuters had: a 
stranglehold on much of the wholesale busi- 
ness, the retail business is fiercely competi- 
tive. And some of the other companies mov- 
ing in have advantages that Reuters does not. 
Big brokers moving online can offer a wealth 
of analysis and research that Reuters lacks, 
which ts why it has also announced a part- 
nership with Multex, an equity-research 
company. Media companies have powerful 
promotional vehicles such as the Financial 
Times, the Wall Street Journal and cnsc. 

So what does Reuters have that nobody 
else does? A huge international network of 
journalists, collecting both stories and pic- 
tures. That bit of the business has been 
looked down upon by the financial-product 
people for 20 years, but the company is be- 






ginning see that nobody else has such.an ex- 
tensive news-gathering operation. And, un- 
like all the other companies getting into the 
retail business, Reuters does everything—it 
reports, analyses, offers real-time prices and 
dealing—and it operates in 23 languages. 

What Reuters does not have, and most of 
its competitors do, is a strong brand outside 
the media and financial industries. Reuters 
has always been a rather self-effacing orga- 
nisation, in a very British sort of way. It has 
served the big names, rather than trying to 
become one of them. It is run by former jour- 
nalists, including Mr Job, who is due to retire 
in July 2001, and journalists are trained to 
hate hype. But if you are running a retail 
business, that is not a virtue. Reuters needs a 
salesman behind the counter. 
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Vodafone-Mannesmann 


What next? 


Even before the world’s biggest merger has been completed, the company that 
it will create faces some daunting challenges 


ITH acombined worth of $342 billion, 

Vodafone Mannesmann may well 
soon be the most valuable telephone com- 
pany on the planet. What's more, it is a wire- 
less firm and, as such, an insurgent deter- 
mined to wrest customers from not just 
other mobile firms, but fixed-line incum- 
bents as well. Many now expect a frenzy of 
deals, as fearful telecoms rivals scramble to 
extend their wireless portfolios before it is 
too late. And ironically, no prize will be 
fought over more fiercely than Orange, a 
British mobile operator whose purchase by 
Mannesmann in October triggered Voda- 
fone's bid, but which Chris Gent, the 51-year- 
old Englishman who masterminded the 
deal, must now spin off to satisfy regulators. 

Yet at a conference for the wireless in- 
dustry held in Cannes last week, the kind of 
shock thatgripped most media executives in 
the aftermath of the aoL-Time Warner un- 
ion was missing. Not that they doubted that 
there will be further consolidation. AT&T, 
Deutsche Telekom and Spain’s Telefonica are 
all creating tracking shares from their wire- 
less businesses to increase their acquisition 
firepower; sr and mcr WorldCom are un- 
likely to be far behind. 

Nor would they dispute that, with a 
leading presence in 24 countries and more 
than 10% of a global mobile market expected 
to reach 1 billion subscribers within three 
years, the mild-mannered Mr Gent has 
created a titan. They are not even sceptical 
about the deal’s logic. When Mr Gent purrs 
about single-rate charging across Europe; the 
purchasing clout that will get deep discounts 
from equipment makers; and the chance to 
create the first global brand of the mobile In- 
ternet, few would disagree. 








Telecoms companies’ enterprise values 
‘per subscriber, Jan 3rd 2000, $'000.. = 
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So why the absence of panic in Cannes? 
Partly because everyone expects Vodafone 
to have huge problems integrating its net- 
works and culture with those of Mannes- 
mann. Vodafone is doing a good job with the 
European properties it got last year when it 
bought the American firm, AirTouch. But 
Mannesmann is different. In America, Voda- 
fone rather cleverly sub-contracted the man- 
agement of AirTouch, by becoming a minor- 
ity partner in a joint venture with Bell 
Atlantic. Absorbing Mannesmann could 
take two years of hard work. 

More fundamentally, the entire mobile 
industry is about to enter uncharted terri- 
tory as it switches to data and Internet stan- 
dards. Within the next three to five years, up 
to three-quarters of all voice traffic is likely to 
be carried by mobile networks. But just as 
wireless firms were preparing to declare vic- 
tory over fixed-line operators in the voice 
market, they face a daunting new challenge. 

The force behind today’s mobile strate- 
gies and the valuations that made Voda- 
fone’s bid for Mannesmann the biggest deal 
in history, is the merging of wireless with the 
Internet. The idea of being able to gain access 
to the wealth of information on the Internet, 
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| Pfizer’ s prize 


a HEN drug-industry executives want 
to illustrate the value of serendipity, 
they tell you about American Cyanamid, 
part of American Home Products (AHP), 
and DuPont. Both firtns sell powerful her- 
bicides known.as ats inhibitors. DuPont 
developed its product through painstaking 
research, systematically. generating and 
‘screening millions of compounds for the 
desired effect. American Cyanamid, on the 
other hand, had a fire which burned down 
|. its laboratories; according to industry lore, 
‘| an enterprising researcher decided to test 
-the remains of some charred test tubes, 
| and came up witha similar compound. 
AHP must be hoping for a similar rise 
from the ashes, now that its merger with 
Warner-Lambert has gone up in flames. 
On February 7th Pfizer succeeded in its 
hostile bid to buy Warner-Lambert for $90 
billion, $18 billion more than offered by 
‘AHP in November. The deal puts the firm in 
“the industry’s number one slot by market 
value, for this week at any rate, with $28 bil- 
lion in combined drug sales. 
Warner-Lambert has long been consid- 
ered a desirable partner, largely because of 
the cholesterol-lowering drug, Lipitor, 
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which it markets with Pfizer and which is 
expected to earn a tidy $5 billion in 2001. 
This money-spinner will help to carry 
Pfizer through a lean period. It has strug- 
gled to launch new products and its pipe- 
line of new drugs has faltered. Still, coaxing 
creativity out of thousands of researchers 
thrown together through a hostile take- 
over will not be easy, even with a $4.7 bil- 
lion Rap budget to oil the works. 

This is the third deal that Anr has seen 
crumble. Unlike the collapse of its mergers 
with SmithKline Beecham and Monsanto, 
this time the company has gained more 
than experience—anp will earn a $18 bil- 
lion break-up fee from newly enlarged 
Pfizer. anr has many fine points: solid in- 
vestments in such biotechnology suc- 
cesses as Immunex, a fast-flowing pipeline 
in medicines for such lucrative complaints 
as gastro-intestinal disease, a strong, global 
presence in reproductive health, and a suc- 
cessful over-the-counter business. It is also 
correcting its faults: the company has al- 
most settled a $3.75 billion suit over diet 
drugs Pondimin and Redux and, on Febru- 
ary 7th, it announced that it will get rid of 
its troubled American Cyanamid division. 


“pillparade.. o f] i} 
Pill parade ee 
| -Top pharmaceuticals. companies 


| 

| 

l by market capitalisation 
| January 31st, $on 
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Corey Davis, of Chase nag, an invest- 
ment bank, reckons that anp would Kave: 
been just as good a match for Warner-Lam= 
bert as Pfizer. But sensible is not sexy,and | 
did not win the hearts of Wamer-Lam- || 


bert’s shareholders, who prefer Pfizer’s si- 
ren song. Still, with rapid ccensolidation in 
the drug industry, and the pool of potential 
partners drying up, sensible might soon be 
enough for anr to set some hearts on fire, 





transact business, log on to corporate intra- 
nets and do it all instantly, wherever you 
may be, is compelling. Eventually, mobile 
` wireless devices may well overtake the pc as 
the most popular route onto the web. 

The first task for the mobile industry is to 
make the technology work and find the 
money for new networks—about $4 billion 
foreach service provider in acountry the size 
of Britain. The data wave will begin in Eu- 
rope later this year with Gprs (general packet 
radio. service), which is twice as fast as 56k 
dial-up modems. Early next year comes 
“EDGE (enhanced data rate for Gsm evolu- 
tion), which is seven times faster than dial- 
‘up, And between 2002 and 2004 UMTS (uni- 
-versal mobile telecommunications system), 
also known as third-generation or 3G mobile, 
will come into service in most of Europe and 
Japan, offering genuine broadband capacity. 
America is about two years behind. 

Vodafone’s sheer size will give it scale 
economies that others willenvy.On 
the other hand, Vodafone’s rivals ar- 
gue that its bulk and the distractions 
of integrating Mannesmann may 
make the firm less nimble at a time 
when change is perilously fast. 

Mike Grant, of Analysys, a tele- 
coms consultancy, argues that the 
imminent arrival of Gprs—~2.5G in 
the jargon—means that the rules of 
the web will, in the coming 18 
“months, invade the mobile world. 
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At the moment, mobile operators enjoy end- 
to-end control of their business, including 
network management, software, applica- 
tions and services. But on an Internet-based 
network, the intelligence moves from the 
centre to edge, allowing any number of pro- 
duct and service specialists to compete with 
integrated network operators in selected 
links of the value chain. Mobile firms face the 
prospect of their business model fragment- 
ing as new services come from anybody and 
connect to anyone. 

This week, Ao: Europe began testing 
technology, in partnership with Nokia and 
Ericsson, two equipment makers, that will 
allow it to launch a wireless portal later this 
year that any mobile-phone user can reach. 
Microsoft, through msn, and Yahoo!, have 
similar plans. Other companies, such as 
banks and retailers, which have strong 
brands and close relations with millions of 
customers, also want to roll-out mobile In- 





ternet services of their own. 

The danger for the mobile operators | is 
that, like the fixed-line telephone compa- 
nies, they will be reduced to selling the com- 
modity of access and thus capture only a 
partof the new value that is being created. = 

That said, the mobile companies have. 
close customer relations of their own. People 
have a stronger affinity with their mobile 
phones, which are seen as “personal”, than. 
they do with the tethered variety. Canny 
wireless operators will try to put themselves 
at the centre of the partnership webs and the 
joint ventures that will put all the pieces of a 
service together. 

The changes that are about to engulf the 
wireless industry are as technologically dis- 
ruptive as was the first mobile phone itself. 
Only this time, everything will be happen- 
ing at Internet speed. To succeed, mobile 
firms will need to have lightning reactions, 
strong customer relations, outstanding. 
brand marketing, and a culture that 
encourages partnerships and inno- 
vation. Funnily enough, no mobile | 
company embodies those qualities 
more than Orange does. If Voda- 
fone were really clever, it might just 
consider selling the bigger, but 
stodgier, Vodafone ux, instead of 
glamorous Orange. That really 
would be proof of Mr Gent's fam- 
ous pragmatism. 

















Debunking Coke 


Douglas Daft is Australian. That makes him the ideal man to revive 
the world’s most American brand 


N THE day he is appointed, the boss of 

Coca-Cola is meant to visit the vault of 
the SunTrust Banks, in Atlanta, to kneel before 
the original recipe for Coke, a secret known to 
only a handful of people in the world. How- 
ever, this is one trip that Douglas Daft is not 
going to bother with. Whereas his predeces- 
sor, Doug Ivester, learned it by heart, Mr Daft, 
who in April will become only the eleventh 
chairman in the group’s 114-year history, says: 
“The Coke formula represents the wisdom of 
the past. We have to look forward.” 

Mr Daft has little time for company my- 
thology. Although he has been at Coca-Cola 
for 30 years, he remains an outsider. He is an 
Australian and the first genuine foreigner to 
run this most American of firms. He has also 
spent most of his career outside America, in 
remote comers of the world. In contrast, Mr 
Ivester was a local boy from Georgia who was never far from the 
group’s Atlanta headquarters. Even Roberto Goizueta, Coca- 
Cola’s boss during much of the 1980s and 1990s, quickly shed his 
Cuban heritage in favour of a Yale education, an American pass- 
port, and a career at head office. 

Nor does the self-deprecating, rumpled Mr Daft look the part 
of a humourless, buttoned-down American boss. Unlike Mr Ives- 
ter, who sought to control every aspect of Coca-Cola’s business, 
Mr Daft finds it easy to delegate. He readily defers to those who 
know more than he does, and is fond of a good joke (the name 
must help). Sitting rather awkwardly on a comfy chair in his new 
office, watching his assistant dutifully pour a Coke, he looks as if 
he might prefer a chat nursing something stronger down the pub. 

Mr Daft’s non-conformity gives him the detachment he needs 
at a time when Coca-Cola is suffering from poor volume growth, 
declining profits and a miserable share price. To his credit, Mr Daft 
has started his work in Coca-Cola’s Atlanta heartland. Thrust 
blinking into the spotlight after the sudden resignation of the em- 
battled Mr Ivester on December 6th, Mr Daft quickly announced 
he was chopping a fifth of the 29,000-strong workforce, half from 
the group headquarters. The decision has shocked local folk. In At- 
lanta, Coca-Cola is church and state rolled into one. People quaff 
two servings a day, double the national 





claims, local managers would be free to take 
the decision—and the flack for any mistakes. 

With local responsibility go local brands. 
Though old hands might call it sacrilege, Mr 
Daft recognises that Coca-Cola is not always 
“it”. “People don’t buy drinks globally,” he 
says. “You can’t pander to similarities be- 
tween people: you have to find the differ- 
ences.” He ran Japan in the 1980s. It is now the 
group's most profitable market and two- 
thirds of its sales are of such unfizzy things as 
canned tea. Although “brand Coke” has 
fallen from 70% to 64% of sales by volume 
since 1995, Mr Daft thinks that Coca-Cola is 
not yet the true multi-branded drinks com- 
pany it should be. 

Making it so will depend partly on boost- 
ing some of the 190 smaller brands Coca-Cola 
already owns. Tellingly, Mr Daft has ap- 
pointed his number two in Tokyo as the group’s new head of mar- 
keting. Having seen in Japan how quickly consumer tastes change, 
he thinks that the transformation will also depend on innovation. 
He is therefore opening four “innovation” centres worldwide. 

Amore urgent task for Mr Daftis to repair relations with Coca- 
Cola’s affiliated bottlers. Mr Ivester offended the bottlers by fre- 
quently raising the price of syrup concentrate, despite the fact that 
this squeezed the bottlers’ margins. Mr Daft, instead, talks of re- 
storing health to the entire bottling system. He has made a start by 
letting bottlers reduce their stocks, even though that will hurt 
Coca-Cola’s short-term earnings. 


Thering-pull of truth 
But for all the changes he is making, Mr Daft has yet to tackle Coca- 
Cola’s central myth: that the “specialness” of the Coke brand guar- 
antees growth. Mr Daft has warned that he will soon cut Coca- 
Cola’s long-term growth targets of 7-8% for volume and 15-20% for 
earnings. But he is expected to trim them by only a point or two. Al- 
though he dismisses as “esoteric” Mr Goizueta’s ambitions that 
Coke should one day replace tap water, he still asserts that Coke 
can return to its historic growth rates. 

An executive is right to be ambitious for his firm, but some 
myths are dangerous. Coke has been a 








average. Pepsi is a dirty word. 
The lay-offs are part of Mr Daft’s 
larger plan to decentralise Coca-Cola's 





Coke's global sales, unit-case volumes 
% change on previous quarter 


fantastic brand, but tastes change. In 
recent years a lot of Coca-Cola’s 
growth has come from pumping syrup 





management. He is moving the group's 
regional chieftains out of headquarters 
to place them closer to their local mar- 
kets. Mr Daft remembers interference 
from Atlanta in his days in East Asia. As 
responsibility is devolved, the firm 
should become decisive and agile. Mr 
Daft points ruefully to Coca-Cola’s 
launch of a new carbonated tea in 
north-east China last year, several 
months behind its rivals: “We had the 
formula, we had the flavour, we had 
done all the taste-testing, but Atlanta 
kept saying ‘are you sure?” ” Today, he 











into the bottling system and raising 
prices. For a while this worked, but it 
has recently led to the lacklustre 
growth in volume (see chart) that is the 
root of Coca-Cola’s present difficulties. 
Moreover, the myth of Coke’s invinci- 
bility risks frustrating Mr Daft’s aims 
that the firm should adapt global 
brand marketing to local tastes and 
nurture its own smaller brands. Forcing 
Coca-Cola’s managers to realise that 
Coke is no longer so special, and that 
they have to compete to thrive, will be 
Mr Daft’s biggest challenge. 
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EUROPE’S NEW CAPITALISM 


Bidding for the future 





FRANKFURT, LONDON AND MILAN 


Vodafone’s hostile, and successful, bid for Mannesmann is the biggest and 
most visible example of the growth in shareholder power that promises to 
remake European capitalism. On pages 19-21 we consider how flexibly the 
continent’s parties of the left can respond to this—or any other—economic 
- challenge. Here we examine its effect on Europe’s companies and managers 


OBODY likes to throw in the towel, es- 
pecially when the bell is only moments 
away. But, as Klaus Esser is aware, it pays to 
know when you are beaten. Mannesmann’s 
boss fought hard to save his firm from the 
clutches of Vodafone AirTouch, but once he 
realised that he was on the ropes, he 
did the decent thing. Four days be- 
fore the bruising takeover’s deadline 
of February 7th, Mr Esser bowed to 
pressure from big shareholders— 
cand, it is said, colleagues—and cut a 
deal with Chris Gent, his opposite 
number at Vodafone. In exchange 
: for recommending the British 
group’s hostile bid, worth some $190 
billion, Mr Esser won some valuable 
concessions for his shareholders. 
More surprising, he did so in the best 
American and British tradition: the 
deal cost him his job. 

The world’s biggest-ever bid was 
quite a spectacle, with three months 
of punch, counter-punch and even 
the occasional insult. But it was as re- 

: markable for what did not happenas 
for what did. When Vodafone first 
launched its bid, few fancied its 
chances of surmounting all the ob- 
stacles that might be put in its way: 
resistance from Germany's politi- 
cians and unions, a legal fog sur- 

“rounding takeovers, and all manner 
of dirty defences, Despite protesting 
at first, however, the politicians 
stayed out. Mr Esser resisted the urge 
to roll out the “barbed wire”, insist- 
ing instead that investors should be 
the judges of the two companies’ arguments. 
Indeed, both sides carefully listened to the 
markets during the battle. And at the mo- 
ment of his defeat, Mr Esser delivered his re- 
markable verdict: “The shareholder is king.” 

As Germany’s first properly contested 
takeover, this deal demonstrated a new tran- 
sparency in the market for corporate control. 
In the past, hostile bids have mostly in- 
volved firms surreptitiously building stakes 
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in possible targets. Vodafone's open tender 
obliged the German authorities to clarify the 
rules of engagement. Now that the legal jun- 
gle has been hacked through for the first 
time, other would-be bidders may set out on 
the journey. Bankers think Germany will 





soon see more bids for firms whose shares, 
like Mannesmann’s, are widely held. Nor- 
bert Reis, the head of German investment 
banking at Credit Suisse First Boston, thinks 
the deal is “a wake-up call to anyone who 
thought they could rely on the old system” to 
see off unwelcome bidders. Anyone who 
thinks a merger makes commercial sense 
need no longer be deterred by legal, cultural 
or political uncertainty. 
















































As Mr Gent begins to wrestle with the © 
task of gaining regulatory approval for the 
bid and making the twc huge telecoms | 
groups into a single $350-billion entity (see. 
page 72), the rest of the world is wrestling. 
with the question of what his coup means» 
for Germany, and for Europe. One answer is 
already clear. The bid demonstrates that.: 
even the most successful firms can be taken 
over. Managers might not Eke that message, ` 
and may try to protect themselves by tum= 
ing their backs on Europe’s fast-developing © 
capital markets. But that weuld consign their 
firms to the sidelines while Europe’s indus- 
thes restructure, and it could spell disaster in 
any competition with better-financed rivals. | 

As muchas the Vodafone-Mannesmann - 
deal is a cause of change, itis also a measure: 
of how much Europe has changed already. 
Hostile takeovers were once taboo. But they 
have recently succeeded in Italian te- 
lecoms and insurance, French bank- 
ing and energy. Venture capital, le- - 
veraged buy-outs and cross-border 
mergers are booming. Old compa- 
nies are shrinking and new ones - 
springing up. Europe, which has for ” 
years been exporting more capital.: 
than it imports, may finally start to... 
attract the investment from foreign’ 
financiers that it needs. And as agen- 
uine market for corporate control is. 
forged, managers might at last be. 
held to account for their companies- 
performance. 


Rhenish finished 


Not everyone is delighted. German | 
critics charge that the Mannesmann © 
takeover is the first severe blow. to 
their country’s time-honoured sys- | 
tem of Rhenish capitalism, which is © 
built on consensus.and close ties þe- 
tween bankers, industrialists,..un- 
ions and the state. a 

In fact, that model has been- 
crumbling for sore time. Although - 
corporate restructuring came more 
slowly to Germany than to America: 
or Britain, Germar companies have: 
for years been responding to the 
challenges and opportunities 
created by deregulation and the spread of 
competition across bordes. A single page of 
a recent issue of the Frank-urter Allgemeine 
Zeitung, a leading German newspaper, fea- 
tured articles about the Mannesmann battle, 
the planned flotation of the state railway, 
new rules on corporate governance, demerg- 
ers and cut-throat compe-ition among deal 
advisers. This sounds remarkably similar to 
the staple fare on the business pages of 
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American newspapers. 

In the mid-1990s the idea of jettisoning 
peripheral activities to focus on a few core 
businesses was limited to a handful of pio- 
neering conglomerates, such as Hoechst and 
Daimler-Benz. Hoechst’s overhaul cleared 
the way for a merger with France’s Rhône- 
Poulenc; Daimlers paved the way for its 
merger with America’s Chrysler in 1998. 

Since then, other firms have been refo- 
cused in similar ways, and some have com- 
pletely reinvented themselves. When Voda- 
fone pounced, Mannesmann was preparing 
to hive off into a separate company the engi- 
neering and automotive operations that 
formed its core until a decade ago (a move 
that pleased shareholders, but made the firm 
more vulnerable to takeover). Preussag has 
achieved a similar trick, moving deftly from 
old-line businesses such as shipbuilding and 
mining into package tourism. 

Even lost causes are starting to come 
good. Siemens, a microchips-to-fridges con- 
glomerate, has long been a sleeping giant, ac- 
tive in plenty of industries but a world- 
beater in only a few. Last year, after several 
failed attempts to restructure and boost pro- 
fits, the company unveiled a radical plan to 
sell or float on the stockmarket businesses 
that employ a third of its workforce. As a re- 
sult, its share price has more than tripled. 

Behind this trend is a new generation of 
managers who understand that firms belong 
to shareholders, not bosses or “society”. In 
the mid-1990s, “shareholder value” became 
a fashionable objective for big German 
firms. It was not, however, always pursued 
with much zeal. Veba, an electrical conglom- 
erate, found favour with investors by pro- 
mising to put their interests first, but failed to 
honour its pledges to restructure. Its shares 
shot up, then quickly fell again. 

Such experiences have taught Ger- 
many’s bosses, not least Veba’s Ulrich Hart- 
mann, that paying lip-service to sharehold- 
ers is not enough. Most now know thata high 
share price makes acquisitions possible (just 
look at Vodafone) and that investors will 
mark down the shares of conglomerates un- 
less, like America’s General Electric, they are 
very well run. 


| New bids o on the block — 
European M&As, $bn eee — 
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Although many big German firms re- 
main closely held, more of them want to 
widen their appeal to international share- 
holders-and thus lower their cost of capital. 
Many are looking to list their shares on 
America’s stockmarkets. Nine of Germany’s 
biggest companies have already done so. 
Even in the Mittelstand, the medium-sized 
German firms that have been the power- 
house of the country’s post-war success, 
many managers have begun to set them- 
selves targets for return on equity. 


Angered by cross-shareholdings 


Underpinning these new attitudes is a fun- 
damental shift in relations between Ger- 
many’s companies and its banks. In Ger- 
many, as in much of Europe, commercial 
banks dominated the post-war financial 
landscape, lending large sums to corporate 
clients and often taking stakes in them, espe- 
cially when they had trouble servicing their 
debts. This spun a web with such financial 
firms as Deutsche Bank and Allianz, an in- 
surer, at the centre. Financial institutions 
were more interested in guarding their privi- 
leged position as a firm’s banker or insurer 
than in acting as demanding shareholders. 

No longer. Banks are pulling out of cor- 
porate lending, which offers paltry returns. 
They are also treating industrial stakes more 
like other investments. Deutsche Bank, 
which owns a €30 billion ($29 billion) slice 
of corporate Germany, set up a special unit 
in 1998 to manage its stakes as a fund man- 
ager would. Axel Pfeil, who runs the unit, 
says he wants to “make bosses sweat”. Al- 
lianz, Europe’s largest insurer, has brought in 
Paul Achleitner, a former Goldman Sachs ex- 
ecutive, to shake up its even larger holdings. 

At the same timeas the banks are becom- 
ing more active as shareholders, ordinary 
Germans are themselves piling into shares: 
in 1990-94, equity holdings averaged 10% of 
household disposable income. By the start of 
last year the figure had risen to 22%, accord- 
ing to Salomon Smith Barney (although Ger- 
many still lags far behind Britain, at 82%). 

Thanks largely to the success of the 
Neuer Markt, the small-company stock- 
market where both young technology firms 
and old family-owned businesses have 
flocked to list their shares, the number and 
value of initial public offerings are doubling 
annually. Venture capitalists have flocked in 
too, now that they can float their invest- 
ments more easily, American-style share op- 
tions have been legal in Germany only since 
1998, but are fast becoming acceptable. Sev- 
eral big firms, including DaimlerChrysler, 
Siemens and sar, a software firm, have set up 
schemes for top and middie managers. 
Many of the companies on the Neuer Markt 
have schemes for their entire workforce. 

The arrival of shareholder capitalism has 
set the stage for more deals. But the action 
will be slow until a crucial piece of legislation 
has been repealed. Just before Christmas, 
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Germany's government proposed eliminat- 
ing the capital-gains taxon sales of industrial 
stakes. If, as looks likely, the reform becomes 
law, banks, insurers and companies will be 
free to sell blocks of shares without paying a 
50-60% tax on the difference between their 
low book value and high market value. 

If so, the €250 billion-worth of large 
cross-shareholdings, which have in the past 
protected German firms from predators, 
could become their main vulnerability. 
Banks and firms seeking to become more ef- 
ficient could redeploy capital from cor- 
porate investments to their core businesses 
by selling their minority stakes in other com- 
panies. Germany’s nascent shareholder cul- 
ture would benefit as blocks of shares were 
spread among many new owners. Passive 
shareholders would give way to active inves- 
tors who seek out undervalued assets and 
expecta capital gain. German and foreign in- 
vestors would jostle for stakes that could 
provide stepping stones to a bid. 

The great virtue of this will be to keep 
managers on their toes. For every Mannes- 
mann, whose shares are spread across many 
institutional investors, there are dozens of 
companies with at least one protective mi- 
nority investor. It is no coincidence that such 
firms include MAN, Deutz, Linde, Metallge- 
sellschaft, Continental, Holzmann, and 
other industrial companies whose shares 
have all lagged behind Germany’s better 
performers. A company such as MAN, anen- 
gineering conglomerate, has everything to 
fear. With a third of its shares in the hands of 
Allianz, Munich Re and Commerzbank, two 
insurance firms and a bank, MAN has been 
able to delay restructuring. If its core share- 
holders were to sell their stakes, MAN would 
soon hear the knock on the door. 


Europe, awake 
Indeed, underperforming managers across 
Europe have reason to worry. The continent 
is caught in a merger boom, clocking up $1.2 
trillion of deals last year, a rise of almost 50% 
over 1998. Relative to the value of European 
stockmarkets, deals in Europe exceeded 
those in America for the first time in years. 
Companies are increasingly looking out- 
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` side their home markets. Does Europe’s sin- 
gle market and single-currency zone need 
twice as many car makers and ten times as 
many tractor makers as America? Executives 
think not. From 1990 to 1998, cross-border 
deals accounted for less than a third of Euro- 
pean mergers by volume. Last year, they ac- 
counted for almost half the total. 

This merger boom has two other eye- 
catching features. One is technology deals. 
Measured by value, last year’s total was 
greater than the rest of the 1990s combined, 
according to Broadview International, an in- 
vestment bank. The other feature is hostility. 
Last year, unsolicited bids counted for a 
third of the total by value, a huge rise. That 
level of activity is likely to persist, even with- 
out another bid on the scale of Vodafone's 
for Mannesmann. 

Fear is as much of a motive as 
opportunity. Last week Compart, a 
holding company, bid €3.5 billion 
for the shares that it does not already 
own in Montedison, an Italian con- 
glomerate. Compart’s backers, 
which include Mediobanca, an Ital- 
ian investment bank, feared that if 
they did not tidy up Montedison’s fi- 
nancial structure themselves, some- 
one else would do it for them. 

In other industries, deregulation 
and globalisation are promoting 
deals that would otherwise have 
happened years ago. Consider en- 
ergy. Having dabbled in chemicals, 
metals, logistics and telecoms, all 
three of Germany’s main listed elec- 
trical utilities, Veba, Viag and rwe, 
are now concentrating on power 
generation in the hope that they can 
take advantage of deregulation to ex- 
pand across Europe. Until recently, 
the oil and gas industry was domin- 
ated by national champions. This 
week it emerged that Eni of Italy and 
Repsol-ver of Spain are talking 
about an alliance. Last month, Eni 
bought a strategic stake in GALP, a 
Portuguese energy group. 

Across all industries, the euro is 
at work. The single currency has created a 
liquid market in European corporate bonds. 
Although this still pales beside America’s 
corporate-bond market, it grew by 235% last 
year, even though global issuance fell. Euro- 
pean firms are increasingly issuing euro-de- 
nominated bonds to refinance expensive 
bank debt, their traditional source of fi- 
nance, and to raise money for takeovers. Oli- 
vetti’s highly leveraged $58-billion hostile 
takeover of Telecom Italia last year would 
have been impossible to finance only a cou- 
ple of years ago. 

Armed with a proper prospectus, even 
family firms.can now raise large sums in in- 
ternational bond markets. This week, Marne 
et Champagne, a French champagne maker 
planning a stockmarket listing, said that it is 
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replacing bank debt with €400m in bonds, 
secured against its champagne stocks. Last 
year Camuzzi, an Italian gas-distribution 
firm, raised €200m via a syndicate of invest- 
ment banks. Investors in the deal were a 
thoroughly international lot, reassured in 
part by the bonds’ credit rating issued by 
Standard & Poor's. 

As markets have flowered, so has cor- 
porate governance. Activist institutional 
shareholders are still rare in Germany, not 
least because the country lacks a properly 
funded pension system. However, some of 
the bigger fund managers, such as pws and 
Union Investment, have growing influence 
over company bosses. 

When managers know that they may 
have to call on the capital markets to finance 





bids—or fend them off—it can have a sober- 
ing effect on their behaviour. Rather than 
face a shareholder revolt, Olivetti aban- 
doned a restructuring of Telecom Italia last 
year that would have cost minority share- 
holders a small fortune. Last month, a group 
of German business leaders, including 
Veba’s Mr Hartmann, began to draft a set of 
corporate standards for listed companies. 
Their proposals include timely publication 
of share-sensitive information, sanctions 
against ineffective supervisory boards and 
an overhaul of top managers’ pay. 

In France last month, two business asso- 
ciations called for managers’ pay packets to 
be made public. This followed a fuss last 
year over an undisclosed pay-out to Phil- 
ippe Jaffré, the boss of Elf Aquitaine, whode- 





parted after his firm’s takeover by TotalFina. 

Aware that investors are now looking 
over their shoulders, managers are trying to 
communicate with them. ire, an Italian 
printing firm that is controlled by the family- 
owned Farina group, recently won a prize for 
its annual report. Firms that list on Ger- 
many’s Neuer Markt must choose between 
accepted American or international ac- 
counting principles and must file quarterly 
accounts in German and English—an ex- 
plicit acknowledgment that the market for 
their shares is international. Listed British 
firms have long been used to the “road- 
show” needed to sustain a diversified share- 
holder base. More continental European 
firms are also now visiting large institutional 
investors to encourage them to buy (or hold) 
their shares. 


One more push 


Despite all this, Europe has a long 
way to go. By most measures, its 
firms remain laggards. Profit margins 
may be the highest since 1972, but 
they are still only half those of Amer- 
ican companies. Owners cling to 
power at the expense of minority 
shareholders. One in five of Ger- 
many’s 100 biggest companies— 
typically those with a history of fam- 
ily ownership—still issue preferred 
stock with special voting rights. Fur- 
thermore, European restructuring is 
at an early stage, with cost-cutting a 
priority. Having already cut costs, 
American firms such as America On- 
line and Time Warner are by contrast 
merging to expand revenues or bring 
together convergent industries. 

In some countries, structural ri- 
gidities are delaying progress. The 
failure to reform pensions affects na- 
tional budgets, and also stunts the 
development of institutional share- 
holders. Radical restructuring and 
deregulation are threatened by un- 
ion power and rigid labour markets. 
Vodafone's bid was for the high-tech 
part of Mannesmann, in which the 
unions play only a small role. The bid might 
never have been made had the target in- 
cluded the engineering division. 

Almost as worrying as labour protection 
is economic nationalism. In France, politi- 
cians are quick to decry foreign “invaders”. 
Whereas French companies completed $126- 
billion worth of deals outside France last 
year, foreigners completed deals worth only 
$36 billion in France, mostly of smaller com- 
panies that would not arouse public ire. 

Such barriers look set to fall. The revolu- 
tion in European business has just begun. 
There may be hesitations and setbacks along 
the way, but the direction seems clear: a cap- 
italism more transparent, more efficient and, 
yes, redder in tooth and claw. 
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Bond bombshell 





LONDON AND NEW YORK 


Government-bond markets are in turmoil. Expect more of the same 


TWAS, doubtless, a very reasonable view a 

couple of weeks ago. America’s economy 
seemed to be not just booming but at risk of 
overheating. inflationary pressures were ris- 
ing and the Federal Reserve had been tardy 
in raising rates. Bond analysts warned that 
the yield of the most inflation-sensitive 
bond, the 30-year Treasury (commonly 
known as the long bond) would rise to 
7% or mote, as the price fell in line with 
the dismal trend of recent months: the 
yield on the long bond had risen by 
two percentage points, from a low of 
4.75% in 1998 during the turmoil un- 
leashed by Russia’s default. Since then, 
‘investors have become used to rising 
“yields and falling prices, and have 
wanted relatively little exposure to 
. Jong-dated bonds. 

As often seems to happen when 
everyone has the same view, they 
have been completely wrong-footed. 
Far from rising further, yields on long 
bonds have fallen. From a high of 

: 676% on January 18th, the yield on the 
long bond fell, gradually at first, and 
then with the composure that only the 
financial markets can demonstrate (ie, 
panic), to a low of 6.05% on February 
3rd. Indeed it moved by 25 basis points 
(hundredths of a percentage point)on 

‘that day alone. It has risen since, but 
the uncomfortable fact remains that 
there has been a short squeeze in what 
was considered, after foreign ex- 
change, the world’s most liquid mar- 

ket. Other bond markets moved in 
sympathy—further evidence that 

some of the world’s biggest financial 
markets are becoming more illiquid and 
hence more volatile. 

In this latest case, the culprit, common 
wisdom has it, is America’s Treasury.On the 
same day that the Fed raised short-term 
rates—usually bad for bond demand—the 
Treasury announced that it would be issuing 
fewer bonds and buying back more out- 
standing ones. This was hardly a secret 
who has not heard of America’s booming 
economy and its fabled budget surplus? 

But investors were surprised at quite 

how quickly and how much the Treasury 
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would buy back ($30 billion-worth this 
year), and at which bonds it bought. Until 
now it has mostly repaid short-term debt, 
lengthening the overall maturity of its bor- 
rowing. Now it seemed as if it wanted to cor- 
rect this by snapping up longer-dated bonds: 
most of that $30 billion was to be spent buy- 
ing back bonds with a maturity of longer 





than ten years. And since insurance compa- 
nies and pension funds buy long-dated 
bonds to match their long-dated liabilities, 
everyone has been scrambling to acquire 
what appears to be a fast-vanishing asset— 
hence the soaring prices and plunging yields. 

This has led to an oddity—what is 
dubbed an inverted yield curve: yields on 
long-term bonds have fallen below those of 
shorter-dated ones (which have barely 
budged). Normally the yield curve is positive 
because investors demand higher yields to 
compensate for the risk that inflation might 
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pick up. Inverted curves are rare, and when 
they do occur, it is usually later in an econ- 
omic cycle, when central banks, wary of in- 
flation, jack üp short-term rates. This. time 
the curve has become inverted mainly be- 
cause long-term yields have fallen so much. 

Doubtless, the Treasury's role in fanning 
volatility in the bond markets led Larry Sum : 
mers, the treasury secretary, to “clarify” the 
Treasury's position on debt repurchases o 
February 9th. These, he said, would not be 
just of longer-dated bonds but of all maturi- 
ties. If hisintention was to curb volatility, Mr 
Summers, anoted academic, failed. Yieldson 
long bonds rose sharply in response. 

But the Treasury's original announce- 
ment was not, in itself, enough to explain the 
speed of the movement in long-bond yields. 
Other factors have been at work. One, 
rumour has it, is Bil! Gross, the fabu- 
lously well-paid manager of pimco; 
America’s largest bond fund. Mr Gross: ` 
is gloating over his huge purchases of. 
long-dated bonds, and their effect on 
the market. “I think this time we are 
partly responsible,” he admits. 

But only partly. Mr Gross’s. pre: 
science is matched cnly by the lack 
foresight shown by many other bond- 
fund managers. They have been trying 
to boost their performance by shor 
ening the duration (a measure’ th 
takes into account ‘not just a bond 
maturity but the interest.it pays) of 
their portfolios. That strategy worked 
well when long-term bond prices were 
falling sharply. When long-term bond 
prices were rising, managers came to 
regret it. Bonds with a maturity of 
more than ten years account for a 
third of the value of all outstanding 
bond issues. 

Demand for longer-dated govern- 
ment bonds has come from other sorts 
of fund managers too, such as thos 
with portfolios of mortgage-backed 
securities (bonds secured against lots 
of mortgages). Borrowers:are allowed 
to pay their mortgage loans back early, 
and are more likely todo so when long-term. 
interest rates are falling. This shortens the 
bond’s duration. To maintain their portfo- © 
lios durations, managers buy Treasuries. < 

Another reason demand for the long 
bond has been so voracious is thata lot of in- 
yestment banks still use them to hedge their 
corporate-bond positions and interest-rate 
swaps (between fixed- and floating-rate ob- 
ligations). As a hedge Treasuries have the ad- 
vantage that, traditionally, they have been: 
more liquid (and so cheaper to deal in) than; 
say, swaps. On the other hand, Treasuries do 
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not move in lockstep with swaps. Far from it 
(see chart). 

When the yield curve inverts, it also 
creates big disruptions in the swaps market, 
creating further demand for long bonds to 
unwind hedges. One rumour—which the 
company has denied but which was current 
in the markets—was that General Re, a big 
insurance company that manages a large 
swaps portfolio, has been forced to liquidate 
its positions. 

Underlying all this have been two other 
factors. The first is that both investment 
banks and hedge funds are less willing to 
take risk. Both types of institution use risk- 
modelling techniques, such as the ubiqui- 
tous Value At Risk (var) to mitigate their 
risks. In a descriptive sense, var models pur- 
port to tell users how much money they are 
likely to lose; in a prescriptive sense, it tells 
them what todo aboutit. 

The first is to cut risky positions. Fine in 
theory; less pleasant in practice: the many in- 
stitutions adopting this strategy have found 
that they drive the market against them- 
selves, thus increasing losses and forcing 
them tosel! more. This is one reason financial 
crises have become more frequent in recent 
years. 

The second var prescription covers the 
amount of capital they devote to risk taking. 
Clearly, most banks—under pressure from 
shareholders that dislike the volatile returns 
from trading—have decided to reduce it. 
“There’s a lot less risk capital in the market,” 
says a boss at one big investment bank. 
“Moves are amplified because there is not as 
much money at risk.” 

For these reasons, more volatile markets 
are not just a short-term phenomenon—wit- 
ness the huge movements in many markets 
of late, not just in the Treasury market (see 
chart below) but in currencies, gold and eq- 
uities too: on February 9th, the Dow fell by 
2.4%. At some stage, of course, investors will 
think that trading is a good business, be- 
cause competition has been reduced and re- 
turns boosted. But not yet; and since other 
governments now have budget surpluses 
(see next story), other bond markets will also 
be increasingly illiquid and volatile. 

The corporate-debt market is the most 
obvious problem. How do you puta price on 
corporate debt? Its price used to be deter- 
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mined by looking at how much it yielded 
compared with government bonds of simi- 
lar maturity. Now that government bonds 
are so pricey and volatile, some companies 
are loth to borrow at rates tied to them. 

One answer has been to compare, say, 
30-year corporate bonds with shorter-matu- 
rity government bonds. 30-year bonds is- 
sued by Vodafone AirTouch, a British mo- 
bile-phone company, were priced at a 
spread over ten-year bonds. But this incurs a 
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big risk for investors: that the yields in bonds 
of differing maturities will move in different 
ways. Swap rates provide an alternative 
benchmark for corporate debt. Sophisti- 
cated investors and borrowers already price 
debt compared with swaps. Since the swaps 
market is, in theory, infinitely expandable, 
the market is not as susceptible to squeezes. 
But in the short term, shrinking government- 
bond issuance means greater volatility in a 
wide range of financial markets. 





Government borrowing 


Out of debt 


It is not just America’s government that is coping with a budget surplus 


OT so long ago, most governments 

were fretting about their mounting 
debts. Today some of them are discovering 
that reducing their debts can also cause pro- 
blems, albeit of a different kind. 

America has had an overall budget sur- 
plus for two years, and Bill Clinton is already 
boasting that all government debt held by 
the public could be repaid by 2013. Repaying 
debt is in fashion: more than half of all rich 
developed economies are expected to run a 
budget surplus this year (see chart on next 
page). The big exception is Japan which is 
running a deficit of 8% of cpr. Excluding Ja- 
pan, rich countries had a budget surplus last 
year, for the first time in almost 30 years. 

The pruning of public debts is to be wel- 
comed. It frees private saving to finance pro- 
ductive investment. By reducing debt-ser- 
vice payments, it helps to offset the burden 
on future taxpayers of higher pension costs 
as populations age. And as Larry Summers, 
America’s Treasury Secretary, puts it, repay- 
ing debt also “reloads the fiscal cannon”, 
leaving governments better able to respond 
toa future recession. 

However, that does not mean that the 
complete elimination of all government 
debt is the best policy. There is no virtue ina 


firm’s being free of debt if it goes bust be- 
cause its production line breaks down. Like- 
wise, a government would be foolish to re- 
pay all its debt by cutting back on education, 
thereby harming future growth. 

What is undeniable, however, is that 
most governments currently do have too 
much debt. Yet a significant reduction in 
debt could pose some serious new chal- 
lenges for governments, as discussed by the 
OECD in its latest Economic Outlook. For all 
the evils of government borrowing, the awk- 
ward fact is that government bonds play an 
important role in the financial system. 

Risk-free government bonds are used as 
a benchmark to price corporate bonds and 
other financial assets. If government bonds 
dried up, or if the market becomes less lig- 
uid, as has just happened in America, cor- 
porate bonds become harder to price and in- 
vestors demand higher risk premiums. 
Derivatives would also become more com- 
plex and risky to trade and to price. 

Asecond problem is that in many coun- 
tries, prudential regulations require pension 
funds to hold a minimum share of their 
portfolios in long-term government securi- 
ties. Third, central banks use government se- 
curities for open-market operations to im- 
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The next battle 


N THE end it was brutal. Institutional in- 

vestors were appalled at the prospect 
that NatWest, a big British bank, might suc- 
ceed in remaining independent from both 
of the two Scottish banks seeking to buy it. 
To avoid the risk that it might wriggle free 
through a split vote from its shareholders, 
they signalled support for their preferred 
winner. This was Royal Bank of Scotland 
(RBs), which had entered the fray after a 
bid for NatWest from its rival, Bank of Scot- 
land (Bos). As The Economist wentto press, 
big investors were pressing NatWest to 
concede victory to RBs, and it seemed 
poised to recommend that shareholders 
accept that bid. Sir George Mathewson, 
RBs’s boss, upsets allowing, will have his 
chance to run “Britain’s leading bank”. 

The deal transforms British banking, 
and poses the question: what next? The 
sector was already fairly concentrated, and 
this deal will make it more so. Some possi- 
ble deals are out of the question on compe- 
tition grounds: most obviously between 
any of the big four clearers—ussc, a Sino- 
British giant, Lloyds tsp, Britain’s most 
profitable bank, NatWest itself and Bar- 
clays which, like NatWest, has long been an 
underperformer. 

It is unlikely HsBc will acquire any- 
thing else in Britain—it sees much better 
value in less developed countries. Lloyds 








TsB was the stockmarket darling through- 
out the mid-1990s, because of its ability to 
acquire banks and strip out costs. But over 
the past year, and particularly since the ac- 
quisition last June of Scottish Widows, a 
life insurer, its shares have stagnated. It has 
looked for acquisitions abroad, but failed 
to find any that would not dilute earnings. 
And Lloyds rss, having barely promoted 
its website at home, recently announced it 
would use the Internet as a means to ex- 
pand in Europe. 

The NatWest saga has at least provided 
would-be bidders with some regulatory 
clarity: neither Scottish bank’s bid was re- 
ferred to the Competition Commission de- 
spite some overlapping branches between 
NatWest and rps. Moreover, by pursuing 
hostile bids themselves, the two Scottish 
banks have given up any political protec- 
tion they had as Scotland’s national banks. 

Both these factors imply that a tie-up 
between sos and Barclays might receive a 
green light. Sources close to Bos suggest that 
it will now focus on existing initiatives, 
such as its new direct-mortgage operations 
in Ireland and the Netherlands, and its 
plan to offer mobile-phone banking. How- 
ever, it is now seen as a takeover target— 
and for this reason its share price rose 
sharply this week. Barclays is one potential 
predator. But any approach would proba- 
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Mathewson thinks big 





bly be friendly: the battle for NatWest was 
harsh on bidders’ share prices. 

Other players seem unlikely to get in- 
volved in this big league of British banking. 
The former building societies (thrifts) are 
each ploughing their own furrow. And it 
was notable that no foreign bank took the 
chance to bid for NatWest. This is partly be- 
cause, even now, British bank-share rat- 
ings reflect returns well above continental 
European levels. But, increasingly Euro- 
pean banks see the Internet as the means of 
crossing borders. Online competition may 
make this hostile battle look tame. 











plement monetary policy. They also hold 
their foreign-exchange reserves largely in 
government securities, especially American 
Treasury bonds. So a dwindling supply of 
government bonds could cause problems 
unless other instruments emerge. 





Swinging into surplus 
| Budget balance* as % of GDP, 2000 forecast 
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Recent events in America and Britain 
have shown how a shrinking supply of gov- 
ernment bonds can distort financial mar- 
kets. In both economies, the new supply of 
30-year bonds is being slashed. As a result, 
yields have fallen. This can complicate 
monetary policy in an overheating econ- 
omy, such as America’s, because with lower 
long-term interest rates, short-term rates will 
need to rise by even more to cool demand. 

In light of such problems, the oec con- 
siders the two paths open to governments 
that run budget surpluses. The first, now 
seen in America, is to reduce debt. That 
might have the effect of forcing financial 
markets to find new benchmarks. In some 
countries there would also need to be a 
change in the law to allow central banks to 
conduct open-market operations using priv- 
ate securities, and for pension funds to in- 
vest a larger chunk of their assets in private 
securities. 

The alternative policy, suggests the 
OECD, is for governments to maintain a 
minimum level of gross debt, enough to 
maintain liquidity in the bond market, and 
then to invest the “excess” surplus in private- 
sector assets. This would avoid the difficulty 
of re-opening a government-bond market in 
future, if the finance ministry was forced to 





borrow because of recession or the costs of 
an ageing population. It would require a 
change in regulations in many countries to 
allow the government's pension fund to in- 
vest in equities and foreign assets. 

The Norwegian government, for exam- 
ple, has been running a large budget surplus 
for six years, yet it continues to borrow, in- 
vesting the surplus in its Petroleum Fund, 
which is allowed to keep up to 50% of its 
funds in equities. But how feasible would 
this be fora big economy, such as the United 
States? The scale of its investments could 
cause big shifts in capital flows if it bought 
foreign assets. 

Governments should not allow such 
concerns to deter them fromrunning budget 
surpluses. In most countries fears of a gov- 
ernment-bond famine are premature. Politi- 
cal talk about eliminating national debts 
should always be taken with a pinch of salt. 
America’s budget surplus partly reflects its 
eccnomic boom, which has swelled tax rev- 
enues, and extremely tight spending projec- 
tions. If these factors change, the surplus 
would quickly disappear (see page 34). This 
is exactly what happened in Britain in the 
late 1980s—just after the British government 
boasted about paying off its national debt. 
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Japan's stockmarket 


Home 
advantage 


TOKYO 


F JAPAN is slipping back into recession, 

perhaps someone should tell the Japa- 
nese. News this week that the economy 
probably shrank in the last three months of 
1999 for the second successive quarter was 
brushed impatiently aside. All eyes were on 
the stockmarket, where a year-long rally has 
lifted the Nikkei index above 20,000 for the 
first time in more than 2 4 years. As the gov- 
ernment gingerly broke the bad news about 
the economy, Nomura, a stockbroker, was ti- 
dying up after the biggest capital-raising ex- 
ercise any equity mutual fund has ever un- 
dertaken in Japan. In just three weeks of 
brutal marketing, Nomura’s “Big Project-n” 
fund has managed to rake in more than ¥800 
billion ($7.5 billion). 

This is a significant coup. At the end of 
last month, according to Morningstar, a re- 
search firm, three of the ten biggest equity 
mutual funds in Japan were run by foreign 
managers (see table). Even the biggest was 
foreign-—Fidelity’s Japan Open Fund, which 
had ¥500 billion-worth of assets by the end 
of last year. Nomura’s new fund has already 
comfortably overtaken this and its salesmen 
are not finished yet. Officials say the fund’s 
ceiling has now been raised from ¥1 trillion 
to ¥2 trillion. Other Japanese firms are join- 
ing in the fun. Daiwa plans a new ¥300 bil- 
lion equity fund, as does Nikko, another 
stockbroker. By the end of this month, most 
of the foreign managers will have been bull- 
dozed out of the top ten. 

Humbled and contrite after scandals in- 
volving pay-offs to corporate racketeers, No- 
mura was supposed to be remaking itself in 
the wholesome image of Merrill Lynch, a gi- 
ant American broker. Supposedly, its sales- 
men were switching to the sort of pay struc- 
ture that would encourage them to gather 
and manage their customers’ money rather 
than to “churn” them as often as possible in 
and out of different investments. The talk 
among foreign bankers, however, is that No- 
mura has finally tired of lying low. In the 
next two years, bankers expect a vast pool of 
money to drain from post-office savings ac- 
counts and the crippled: life-insurance in- 
dustry. The signs are that this pracess has al- 
ready begun, so Nomura’ has cranked its 
formidable sales machine back into life— 
and never mind customers’ long-term inter- 
ests. Big Project-n charges a management fee 
of 1.9% each year, considerably higher than 
the industry norm of 1.5%. 

Even so, it is the foreigners who are suf- 
fering. At one point last month, say traders, 
investors were taking money out of Fidelity’s 
fund at the rate of $30-40m aday, as Nomura 
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hit top gear. There might even be a lesson in 
this. For all the glib talk of the foreign take- 
over of the Tokyo financial market, the Japa- 
nese still have it nicely stitched up, for one 
simple reason: they control distribution. Fi- 
delity has a global brand; its fund has a fine 
track record; and its fees are a lot lower than 
Nomura’s. But Nomura has all the sales 
power. Quite literally: it also happens to be 
the exclusive distributor in Japan of Fidel- 
ity's fund. Showing the loyalty implied by its 
name, Fidelity claims it is still entirely happy 
with this. 





European share-trading 


Crowded field 


HE new year is already six weeks old, so 

itmust be time foranotherexchange that 
will “revolutionise pan-European share 
trading.” On February 8th, it was the turn of 
om Group, which owns the Swedish stock 
exchange, and Morgan Stanley Dean Witter, 
an American investment bank. Their offer- 
ing is called Jiway, which is supposedly the 
Chinese word for wisdom. Jiway joins a 
crowded field that already includes: a mori- 
bund alliance of traditional stock exchanges 
in eight European countries; Tradepoint, an 
electronic exchange; Easdaq, launched three 
years ago as Europe’s version of New York’s 
high-tech heavy Nasdaq; a coming venture 
by Nasdaq itself, Nasdaq-Europe; and a few 
“crossing” networks such as Posit and E- 
Crossnet, that would allow 
fund managers to by-pass ex- 
changes and trade shares with 
eachother directly. 

Moreover, Europe's tradi- 
tional exchanges, tacitly accept- 
ing that users are not satisfied 
with the alliance’s progress, are 
pursuing alternative strategies. 
Frankfurts Deutsche Börse in 
December renamed itself Euro- 
board and said it would launch 






a trading platform for the top 300 European 


stocks. On February 2nd, Gavin Casey, chief 
executive of the London Stock Exchange said 
the Lse’s plans to issue shares in itself would 
give it an “acquisition currency” to buy other 
exchanges. 

Jiway claims it will offer something un- 
ique following its launch next September. 
First, while it hopes to be regulated as an ex- 
change in Britain, it will not list any shares. 
And, unlike Tradepoint and Easdaq (in both 
of which Morgan Stanley is also an investor), 
it is aiming at the retail end of the business, 
particularly at online investors. Itexpects the 
volume of online share-trading to triple by 
2003 (though in Britain that growth may be 
hampered by stamp duty). 

Jiway intends to offer retail brokers 
(though not individuals) a one-stop shop for 
pan-European share-dealing and settle- 
ment. Instead of dealing with up to ten dif- 
ferent exchanges and nine clearers, they will 
be able to execute, clear and settle trades in 
6,000 shares, including 150 American ones, 
through Jiway. The service will be open first 
to brokers in Britain, Sweden and Germany. 
France, Italy, Switzerland and the Nether- 
lands will be added next year. 

Morgan Stanley itself will guarantee to 
make a market in the shares—though Jiway 
also hopes to attract around ten other mar- 
ket-makers. While it declines to give out any 
price list, Jiway claims that its low costs 
should allow private brokers to cut their 
charges by more than half. For British bro- 
kers these currently stand at a chunky £45 
($72) for each cross-border trade. 

Jiway will of course still have toclear and 
settle its net trades through local clearing 
houses. So it is offering merely an attractive 
shop-front: the mess of Europe’s trading and 
settlement systems remain in the back- 
ground. Last month Deutsche Borse Clearing 
and Cedel, one of Europe’s two international 
bond-clearing houses, merged to form Clear- 
stream, and promised to slash charges. But 
for there to be real progress more clearers 
would have to team up, and Clearstream 
failed to bring in the French. 

Jiway at least has the advantage of not 
having to forge agreement among large num- 
bers of partners. But in Europe, a good idea 
and fleet-footedness may not be enough on 
their own. Others need to be persuaded to 
share this latest vision of European share- 
trading’s electronic future. 
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"Pension schemes 
Saving society 


“= HONG KONG 


EFORE half past tenon February st, 
Bruce Cheung had never given a mo- 
© ment’s thought to Hong Kong's approaching 
switch toa new pensions system. Mr Cheung 
wears snazzy yellow-rimmed glasses and 
runs Mission.2, a.chichair-style salon in 
Hong Kong's business centre. Itso happened 
that David Humphreys, the chief executive 
“of HsBc’s pensions arm, came in that morn- 
ing for one of his occasional 1x$390 ($50) 
haircuts. A few hours earlier, uspc, along 
‘with 20 other banks, insurers and fund man- 
“agers, had been given the regulator’s go- 
ahead to start marketing the new pension 
schemes. So by the time a spruce Mr Hum- 
phreys walked out again, Mr Cheung had 
become. use’s, and quite probably Hong 
Kong's, first new pensions customer. 
- Hong Kongs Mandatory Provident 
“Funds (mprs), as they are called, have been 
the subject of endless debate since 1994. 
Their introduction was delayed several 
times by the Asian financial crisis, and even 
now they will not start taking actual con- 
tributions until this December. But this 
month marks, in effect, their frenzied 
launch. Armies of agents have been charging 


after 300,000 employers, 
from multinationals to cor- 
ner noodle stands, in order to 
reach the 2m or so of their 
workers who have no pen- 
sion plans. By last weekend, 
the Chinese new-year holi- 
day, even a golf-shop man- 
ager on the small, far-out is- 
land of Peng Chau had been 
visited by his bank manager. 

Judging from the finance 
industry’s zeal, one might 
think this is the best oppor- 
tunity it, or the people of 
Hong Kong, ever had. Hardly; 
but the bankers’ enthusiasm 
is understandable. It is esti- 
mated that in 15 years MPFS 
will hold mx$ trillion in as- 
sets—not to be sneezed at. At 
present only about a third of 
Hong Kong's 33m workers are covered by 
occupational pension schemes, and most of 
those are civil servants. On top of that, Hong 
Kong, like other rich societies, is greying. The 
proportion of people older than 65 is ex- 
pected to rise from 10% today to 20% in one 
generation. And, not least, the recent turmoil 
on financial markets has reminded people 
that Hong Kong, like other Asian countries, 
can only benefit from more liquidity in its 
bond and equity markets, which mprs, it is 





: Henry Hindsight 


EMEMBER Felicity Foresight? In our 
Christmas issue (December 18th) we 
told the tale of how this little known—but 
brilliant—lady had used her clever invest- 
ment strategy to become the world’s rich- 
est person. Her secret? Perfect foresight. 
Starting with $1 on January ist 1900, 
she would predict at the beginning of each 
year the asset, in any established market 
in the world, that would experience the 
highest total dollar return (income plus 
» capital gain) over the following 12 months. 
She would then put all-her wealth in that 
“asset and not touch it for a year. By her 
sooth year Ms Foresight had turned her 
initial $1 into $9.6 quintillion (ie, $96 fol- 
lowed by 17 noughts). Even after deduct- 
_| ing taxes and dealing costs, she would still 
| be worth $13 quadrillion (a mere 14 
“| noughts)—making her 15,000 times richer 
than Bill Gates. 

However, many readers have been 
asking us the same question: how much 
++i would Miss Foresight now be worth if she 
had instead invested each January in the 
previous year’s best-performing asset? 
Meet Henry Hindsight, an old flame of Fe- 
licity’s giddy youth. 

Unlike Felicity, with her annoying 














trait of infallibility, Henry is more like the 
typical investor, who tends to follow fash- 
ion. He buys shares in Asia, say, for the 
very reason that they have recently risen 
sharply. Thus whereas Felicity invested in 
Poland in 1993, enjoying a 754% gain, 
Henry piled in the next year, only to suffer 
a55%decline. All too often, last year's high | 
flier turned out to be this year’s tunnel- | 
dweller. During the past 50 years, he suf- 
fered a loss, on average, every other year. | 
These were offset by one or two spec- | 
tacular gains, but over the 100 years as a | 
whole, his initial $1 stake grew to only $783. | 
Deducting dealing costs, this falls to $290. | 
No wonder Felicity refused to marry poor | 
| 
| 
f 
| 
l 
J 


| 
| 
| 


Henry. One of the best of all her predic- 
tions was that the marriage would never 
work. Henry was last seen investing his lit- 
tle sum in Internet shares. 
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Snip and save 





FINANCE AND ECONOMICS 


hoped, will help to deliver. 
Such pension systems 
are in vogue around the 
“world: mprs are in effect a` 
blend of the sorts of reform 
carried out in Chile, Argen- 
tina and Australia over the 
past two decades, but “custo- 
mised” for Hong Kong's spe- 
cial needs. They are, first, 
mandatory; second, of the - 
defined-contribution variety 
(where all investment riskis- 
borne by plan members); 
third, privately-run, so that. 
competitior. among provid- 
ers keeps costs down; and ` 
fourth, employer-sponsored 
(ie, employers choose a pro. 
vider, and employees only 
pick from its funds). 2 
But Hong Kong differs 
from many other countries that have opted 
to force people to invest for their retirement 
in one important respect: its people are al- 
ready enthusiastic savers. For the great ma- 
jority of Hong Kongers, Mprs will simply re- 
place voluntary retirement planning with 
the mandatory sort. Of course, there are a 
carefree few who would not save unless ` 
forced to, but Steve Butler of William M. Mer- 
cer, a pensions consultancy, says the scheme. ; 
amounts to“asledgehammer tocracka nut” 
This has implications for the business 
plans of the pensions-providers. If they are 
banks, it means that some money will sim 
ply go out at one end (from savings ac 
counts), and, net of effort and expenses, 
come back in at the other (into mprs). How. 
much genuine new saving will be generated.” 
is hard to say but estimates, of late, have 
been going down. The government itself: 
once predicted HK$20 billion in the first year, 
but halved its forecast in the run-up to this 
month’s launch. 5 
This uncertainty makes mpr’s “an. awk: 
ward product”, according to one expert. Pro- 
viders quote their fees as a percentage of as- 
sers under management, but they will all 
start from a base of zero. So success requires, 
on the one hand, acquiring a critical mass 
yet, on the other, sensible pricing. Most an- 
alvsts expect megs to be loss-making for their 
providers for at least seven years. nsec isthe _ 
market leader, with a share under the cur- 
rent system of 40%. Some of its rivals. are. 
counting on alliances. ata, partof America’s. 
AiG, and Jardine Fleming, a fund-manager,.. 
have linked up recently, as have the local 
arm of Winterthur, a Swiss insurer, and 
Hong Kong's Bank of East Asia. Most observ-. 
ers agree that, of the 21 combatants, only a 
handful will be alive, independent and in 
the game in a few years time. For those wor- 
ried that mandatory saving might sap the 
legendary laisser-faire leanings of the Hong 
Keng psyche, that is some comfort. 
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How to be perfect 


Attempts to create a perfectly efficient market on the Internet sound so 


ambitious as to be other- 


Wt eas. Internet is often talked aboutas if it 
were a sort of electronic Utopia. So 
sooner or later there was bound tobe an In- 
ternet start-up called Perfect.com. Sure 
enough, a company called exactly that was 
unveiled on February 7th. For its creators, it 
will doubtless have lived up to its name if it 
goes on to earn them a fortune in a public 
offering of its shares. But will it deliver its 
customers what it promises—that Holy 
Grail of economics, a perfect market? 

In the pre-Internet dark ages, most 
economists accepted that, outside their 
textbooks, they were unlikely to encounter 
a perfect market. But they did at least know 
what it would look like. It would allow all 
buyers and sellers to meet together, with 
full information about supply and de- 
mand. There would be no barriers to enter- 
ing or leaving the market. And every buyer 
would be matched with the supplier that 
could best meet his needs. Prices would be 
at exactly the level that would keep supply 
and demand in equilibrium. And there 
would be no “transaction costs”, such as 
time wasted seeking the right product. 

In the real world, some of the more liq- 
uid financial markets come closest to this 
ideal. But even they have serious flaws: of- 
ten access is restricted, and better-in- 
formed insiders are at an advantage. Most 
other traditional markets are even further 
from perfection. In some, sellers publish a 
menu of prices, which customers can take 
or leave. Such prices are often not those 
that would bring supply and demand into 
equilibrium, and can be slow to change. 
Many other markets rely on one-to-one ne- 
gotiation (haggling). This has the advan- 
tages of interaction. But there is still the risk 
that the seller or buyer may not be negoti- 
ating with the best person (ie, the one will- 
ing to pay the most, or sell for least). 

Competitive auctions are usually more 
efficient, but their usefulness is limited by 
the need to assemble all potential bidders 
at once. Some high-value transactions can 
be priced by a “reverse auction”—ie, held 
on behalf of a buyer rather than seller. A 
“request for quote” can be issued, in which 
the buyer spells out what he wants. But this 
imposes huge transaction costs on the sell- 
ers, who have to prepare detailed quotes, 
most of which will fail. 

The Internet has brought new market- 
places, promising far greater efficiency, 
based on the net’s ability to gather in the 
same virtual place, at hardly any cost, lots 
of information and processing power and 





ly. Do they have any chance of success? 
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vast numbers of potential buyers and sell- 
ers. Consumers and businesses can take 
part in fiercely competitive auctions on 
eBay for everything from Beanie Babies to 
bicycles. And hundreds of online ex- 
changes and other “eHubs” have sprung 








of many dimensions in which suppliers 
compete. Paul Milgrom, a Stanford Univer- 
sity economist, suggests that Internet ex- 
changes that allow competition only on 
price will not attract many of the suppliers 
or customers now in those markets offline. 
Drawing on economic theories of efficient 
auctions, he helped Perfect.com devise a 
patented technology, which they hope will 
become the norm in these markets. It is an 
automated “request-for-quote” process 
that allows competition on many factors 





up in the past couple of years in “business 
to business” (b2B) markets. These bring to- 
gether firms and their suppliers to auction, 
negotiate or simply compare prices. The 
better known of these include Ariba, 
Chemdex and eSteel. 


The perfect solution 
Ina forthcoming article*, Steven Kaplan, of 
the University of Chicago, and Mohanbir 
Sawhney, of Northwestern University, 
identify two main ways in which B2B 
eHubs can enhance economic efficiency. 
The first is “aggregation”: bringing together 
a huge number of buyers and sellers with a 
fixed menu of prices, and cutting transac- 
tion costs through one-stop shopping. The 
second is “matching”: a dynamic process 
in which buyers and sellers interact until 
they find the best match between what a 
buyer wants and a seller can supply. 

According to Messrs Kaplan and Sawh- 
ney, those eHubs which allow matching 
have a crucial edge over those that merely 
aggregate. But, they say, matching may not 
always work well, being best suited to 
those products that are relatively standar- 
dised and with massive trading vol- 
umes—ie, commodities. 

Incommodity markets, there is usually 
competition only in a single dimension: 
price. Butin most markets, price is only one 


ness Models”. Harvard Business Review. 





besides price. The technology aims toallow 
buyers, in just 30 seconds, to describe what 
they want in many different respects— 
such as speed of delivery, supplier’s repu- 
tation and warranty period—as well as 
price. Suppliers will spell out, just as 
quickly, their capabilities in the same di- 
mensions. The technology will then auto- 
matically find the best match of buyer and 
seller. Mr Milgrom claims that, in more 
than half of all 828 Internet transactions, 
this could produce economic gains. 

The technology has yet to prove it can 
achieve these ambitious aims. Even if it 
does, buyers or sellers may not like express- 
ing their wishes or offering their wares in 
this way. The best-designed market will de- 
liver a better deal than a poorly designed 
one only if people use it. But Perfect.com is 
certainly addressing a potentially large 
flaw in arguments that online exchanges 
will produce big increases in efficiency. 

As Mr Milgrom points out, these im- 
plicitly assume that the Internet will make 
markets perfectly | competitive—with 
homogeneous products, and competition 
on price alone. But markets for most goods 
and services in fact have “imperfect com- 
petition’”—similar but slightly differen- 
tiated products competing on many things 
besides price. There is no reason this 
should change simply because of the ad- 
vent of e-commerce. The future of e-com- 
merce may bein blending Perfect.com with 
imperfect.competition. 
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e biology of music 


Music may soothe the troubled breast. It might even be the food of love. But 
how does it cast its spell? Romantics can take comfort from the fact that 
-science does not yet have all the answers. But it has some 


HEN philosophers debate what it is 
that makes humans unique among 
animals, they often point to language. Other 
animals can communicate, of course. But de- 
spite the best efforts of biologists working 
with- beasts as diverse as chimpanzees, dol- 
phins and parrots, no other species has yet 
“shown the subtleties of syntax that give hu- 
man languages their power. 

There is, however, another sonic me- 
dium that might be thought 
uniquely human, and that is 
music. Other species can sing 
(indeed, many birds do so bet- 
ter than a lot of people), But 
birdsong, and the song of ani- 

< mals such as whales, has a 
limited repertoire—and no 
other animal is known to 
have developed a musical in- 
‘Strument. 

Music is strange stuff. It is 

clearly’ different from lan- 
guage; People can, neverthe- 
less, use it to communicate 
things—especially their emo- 
tions. And when allied with 
“speech in a song, it is one of 
the most powerful means of 
communication that humans 
have. But what, biologically 
speaking, is it? 


“Music to the ears 


If music is truly distinct from 
speech, then it ought to have a distinct pro- 
“cessing mechanism in the brain-~one that 
keeps it separate from the interpretation of 
other sounds, including language. The evi- 
dence suggests that such a separate mecha- 
“nism does, indeed, exist. 
-Scientific curiosity about the auditory 
system dates back to the mid-19th century. In 
1861 Paul Broca, a French surgeon, observed 
thatspeech was impaired by damage to a 
particular part of the brain, now known as 
Broca’s area. In 1874 Carl Wernicke, a Ger- 
man neurologist, made a similar observation 
about another brain area, and was similarly 
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immortalised. The location of different lan- 
guage-processing tasks in Broca’s and Wer- 
nicke’s areas (which are both found in the 
brain’s left temporal lobe, more or less above 
the ear) was one of the first pieces of evi- 
dence that different bits of the brain are spe- 
cialised to do different jobs. 

People whose language-processing cen- 
tres are damaged do not, however, automat- 
ically lose their musical abilities. For exam- 





ple Vissarion Shebalin, a Russian composer 
who suffered a stroke to the left hemisphere 
of his brain in 1953, was able neither to un- 
derstand speech nor speak after his illness— 
yet he retained his ability to compose music 
until his death ten years later. Conversely, 
there are one or two cases of people whose 
musical abilities have been destroyed with- 
out detriment to their speech. This shows 
that music and language are processed inde- 
pendently. 

On top of this separation from the pro- 
cessing of language, the processing of music 
(like all other sensory abilities that have been 


investigated in any detail) is also broke: 
down into a number of separate tasks; han 
dled in different parts of the brain. As early 
as 1905, for example, a neurologist called 
Bonvicini discovered a brain-damaged 
individual who could identify the sounds of 
different musical instruments, and-also de- 
tect wrong notes, but who could notrecog- 
nise well-known tunes such as his own na- 
tional anthem. A detailed examination of 
music processing, however, has taken:place 
only in the past few years with work such as _ 
that done by Catherine Liégeois-Chauvel of 
INSERM in Marseilles, and Isabelle Peretz at 
the University of Montreal. i 
In the late1990s Dr Liégeois-Chauvel and : 
Dr Peretz examined 65 patients who had un- 
dergone a surgical procedure for epilepsy 
which involved the removal of part of one or 


other temporal lobe. That not only allowed: 


the researchers to study whether music, like 
language, is processed predominantly on 
only one side of the brain, but also permitted 
them to investigate which’ 
bits of the temporal lobe are’ 
doing what. 

Researchers divide melo- 
dies into at least six compo 
nents. The first is the pitches. 
(ie, the vibrational frequen- 
cies in the air) of the notes.in. 
the melody. The second is the 
musical intervals between’ 
the notes (the. difference in 
pitch between one note and 
the next). The third is the key. 
(the set of pitches to which — 
the notes be:ong which, ina. 
western key, isa repeating se- 
ries of 12 for each “octave” in 
the key). The fourth is:con- 
tour (how the melody rises 
and falls). The fifth is rhythm - 
(the relative lengths. and. 
spacings of the notes). The 
sixth is tempo (the speed at 
which a melody is played). 
Dr Liégeois-Chauvel and Dr 
Peretz asked each of their subjects to listen to 
a series of short melodies written especially 
for the project in order to study some of these. 
components separately. 

The first set of experiments looked at the 
perception of key and contour. Each melody: 
was played twice. On some occasions the =i 
second playing was identical with the first; 
on others, either the key or the contour was 
changed. Subjects had to judge whether the 
first and second playings were the same. 

The results of these experiments showed 
that those people with right-temporal-lobe 
damage had difficulty processing both the 
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key and thecontour of a melody, while those 
with left-temporal-lobe damage suffered 
problems only with the key. This suggests 
that, like language, music is processed asym- 
metrically in the brain (although not to quite 
the same degree). It also suggests that if one 
hemisphere of the brain deserves to be 
called dominant for music, it is the right- 
hand one—the opposite of the case for lan- 
guage in most people. 

The part of the lobe involved in the case 
of contour is a region known as the first tem- 
poral gyrus, though the site of the key-pro- 
cessor was not identified. In addition, those 
subjects who had had another part of the 
lobe, known as Heschl’s gyrus, removed, had 
difficulty—regardless of whether it was the 
left or the right Heschl’s gyrus that was miss- 
ing—in identifying variations in pitch. 

Dr Liégeois-Chauvel’s and Dr Peretz’s 
second set of experiments looked at the per- 
ception of rhythm. This time, the possible 
distinction between the presentations of a 
melody was that one might bein “marching” 
time (2/4, to music aficionados) while the 
other was in “waltz” time (3/4). Again, sub- 
jects were asked whether the two presenta- 
tions differed. In this case, however, there 
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was noeffecton the perception of rhythm in 
any subject. That suggests rhythm is being 
analysed somewhere other than the tempo- 
ral lobe, 


Waltzing ahead 


Dr Liégeois-Chauvel and Dr Peretz were, of 
course, using basically the same method as 
Broca and Wernicke—looking at damaged 
brains to see what they cannot do. But mod- 
ern brain-scanning methods permit healthy 
brains to be interrogated, too. In 1999 Stefan 
Evers of the University of Münster and Jom 
Dannert of the University of Dortmund 
used “functional transcranial Doppler so- 
nography”, a technique that is able to mea- 
sure the speed that blood is flowing in a par- 
ticular artery or vein, to study the response of 
blood-flow to music. Their subjects were a 
mixture of musicians (defined as people 
who knew how to play at least two musical 
instruments) and non-musicians (defined as 
people who had never played an instru- 
ment, and did not listen regularly to music). 

Once again, there was a bias towards the 
right hemisphere—at least among those with 
no musical training, In such non-musicians, 
blood flow to the right hemisphere increased 
on exposure to music with a lot of harmonic 
intervals.(The researchers picked a 16th-cen- 
tury madrigal whose words were in Latin, a 
language chosen because it was not spoken 
by any of the participants, and so would not 
activate speech processing.) In musicians, 
however, the reverse was true; blood-flow 
increased to their left hemispheres, suggest- 
ing that their training was affecting the way 
they perceived harmony. 

When the participants were exposed to 
music that was strongly rhythmical (a mod- 
ern rock band) rather than harmonic the re- 
sponse changed. Rock music produced an 
equal increase of blood flow in both hemi- 
spheres in both groups of subjects, confirm- 
ing Dr Liégeois-Chauvel’s and Dr Peretez’s 
observation that pitch and rhythm are pro- 
cessed independently. 




















In France, Hervé Platel, Jean-Claude 
Baron and their team at the University of 
Caen have applied a second non-invasive 
technique, called positron-emission tomog- 
raphy, or PeT, to focus more precisely on 
which bits of the brain are active when 
someone listens to a melody. Dr Platel and 
Dr Baron study people who are “musically il- 
literate”; that is, they cannot read musical 
notation. In these experiments the subjects 
were played tunes by recognised composers, 
such as Strauss’s “The Blue Danube”, rather 
than special compositions of the sort used 
by Dr Liégeois-Chauvel and Dr Peretz. Oth- 
erwise the method was similar—play a mel- 
ody twice, and study the response to the dif- 
ferences—except that in this case each 
subject was inside a ret scanner at the time. 

In general, the results from Caen 
matched those from Montreal and Mar- 
seilles, but because Dr Platel and Dr Baron 
were examining whole, healthy brains, they 
were able to.extend the work done by Dr Lié- 
geois-Chauvel and Dr Peretz. One of their 
most intriguing results came when they 
looked at the effect of changing the pitch of 
one or more of the notes in a melody. When 
they did this, they found that in addition to 
activity in the temporal lobes, parts of the vi- 
sual cortex at the back of the brain lit up. 

The zones involved (called Brodmann’s 
area 18 and 19) are better known as the site of 
the “mind’s eye”—the place where images 
are conjured up by the imagination alone. 
What that means is not yet clear, though the 
same two zones are also known, as a result of 
another pet study by Justine Sergent and her 
colleagues at McGill University, in Montreal, 
to be active in the brains of pianists when 
they are playing their instruments. Dr 
Baron’s interpretation is that when the 
pitches ofa sequence of notes are being ana- 
lysed, the brain uses some sort of “symbolic” 
image to help it to decipher each pitch, in 
rather the same way that the conductor of an 
orchestra lifts his arm as asymbol for what 
people think of as “high” pitches (those with 


THE ECONOMIST FEBRUARY 12TH 2000 








































_ frequencies rT to short wave- 
lengths) and lowers it for “low” pitches 
(those with long wavelengths). That might 
help toexplain why o perceive notes as 
high and low in the first place. (By compari- 
son, most people have no sense that blue 
light is “higher” than red light, even though 
blue light hasa shorter wavelength than red.) 


A range change from major to minor 
ffect on the outer layers of the 
temporal and even the visual cor- 
ly half the story, however. These 
_ are the places in which the aal is beingdis- 
_sected and processed. The place where it is 
ng its most profound effect is in the 
in’s emotional core—the limbic system. 
< Music's ability to trigger powerful emo- 
tions is well known anecdotally, of course. 
But science requires more than anecdote. So 
in'1995 Jaak Panksepp, a neuroscientist at 
Bowling Green State University, Ohio, de- 
cided to see if the anecdotes were true. He 
“asked: several hundred. young men and 
women why they felt music to be important 
intheir lives. 

Emotion turned out to be not merely an 
answer. It was, more or less, the answer. 
Around 70% of both sexes said it was “be- 
cause it elicits emotions and feelings”. “To al- 
leviate boredom”, the next most popular re- 
sponse, came a very distant second. 

That music does, indeed, elicit emo- 

tions—rather than merely expressing an 
emotion that the listener recognises—has 

- been. shown more directly by Carol Krum- 
hansl, a psychologist at Cornell University. 
Dr Krumhans! addressed the question by 
looking at the physiological changes (in 
“blood circulation, respiration, skin con- 
“ductivity and body temperature) that oc- 
“curred in a group of volunteers while they 
listened to different pieces of music. 

The ways these bodily functions change 
in-tesponse to particular emotions are well 
known. Sadness leads to a slower pulse, 
‘raised blood pressure, a decrease in the skin’s 
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conductivity and a drop in body tempera- 
ture. Fear produces increased pulse rates. 
Happiness causes faster breathing. So, by 
playing pieces ranging from Mussorgsky’s 
“Night on the Bare Mountain” to Vivaldi’s 
“Spring” to her wired-up subjects, Dr Krum- 
hansl was able to test musical conventions 
about which emotions are associated with 
which musical structures. 

Most of the conventions survived. Music 
with a rapid tempo, and written in a major 
key, correlated precisely with the induction 
of happiness. A slow tempo anda minor key 
induced sadness, and a rapid tempo com- 
bined with dissonance (the sort of harsh mu- 
sical effect particularly favoured by Schoen- 
berg) induced fear. 

To get even closer to what is happening, 
Robert Zatorre and Anne Blood, who also 
work at McGill, have pursued the emotional 
effects of music into the middle of the brain, 
using PET scanning, They attacked the pro- 
blem directly by composing a series of new 
melodies featuring explicitly consonant and 
dissonant patterns of notes, and playing 
them to a series of volunteers who had 
agreed to be scanned. 

When the individuals heard dissonance, 
areas of their limbic systems known to be 
responsible for unpleasant emotion lit up 
and, moreover, the volunteers used negative 
adjectives to describe their feelings. The con- 
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sonant music, by contrast, stimulated parts: 
of the limbic system associated with plea- 
sure, and the subjects’ feelings were incon- ~ 
testably positive—a neurological affirma- 
tien of the opinions of those who dislike ~ 
Schoenberg’s compositions. : 
But perhaps the most intriguing study so 
far of the fundamental nature of music's ef- 
fects. on the emotions has been done by Dr 
Peretz. With the collaboration of Ms R, 
woman who has suffered an unusual form 
of brain damage, she has shown that music’s 
emotional and conscious effects are com- 
pletely separate. a 
Ms R sustained damage to both of her 
temporal lobes as a result of surgery under- 
taken to repair some of the blood. vessels 
supplying her brain. While her speech and, 
intellect remained unchanged after the acci- 
dent, her ability to sing and to recognise 
once-familiar melodies disappeared. Re- 
markably, though, she claimed she could © 
still enjoy music. o 
In Ms R's case, the use of a per scanner- 
was impossible (her brain contains post-op- 
erative metallic clips, which would interfere. 
with the equipment). Instead, Dr Peretz rana 
test in which she compared her subject's - 
emotional reactions to music with those of a 
control group of women whose temporal 
lobes were intact. 
Asexpected, Ms R failed to recognise any . 
of the melodies played to her, however 
many times they were repeated. Nor could 
she consciously detect changes in pitch. But. 
she could still feel emoticn--a result con- 
firmed by manipulating the pitch, the tempo 
and the major or minor nature of the key of 
the various pieces of music being played. 
and comparing her reactions to the altered. 
tunes with those of the conzrol group. 
A lot has thus been discovered. about 
how music works its magic. Why it does sois 
a different question. Geoffrey Miller, anevo- : 
lutionary psychologist at University College, 
London, thinks that music really is the food: 
of love. Because it is hard to do well, it-is:a. 
way of demonstrating your fitness to be 
someone’s mate. Singing, or playing a musi- 
cal instrument, requires fine muscular coni: 
trol. Remembering the notes demands a. 
good memory. Getting those notes rightonce 
you have remembered them. suggests a. 
player’s hearing is in top condition, And the 
fact that much music is sung by a lover tohis 
lass (or vice versa) suggests that itis; indeed;a 
way of showing off. 
That does not, however, explain why. 
music is so good at creating emotions. When 
assessing a mate, the last thing you should 
want is to have your feelings manipulated 
by the other side. So, while evolution should. 
certainly build.a fine, discriminating faculty 
for musical criticism into people, itis still un- ` 
clear why particular combinations of noise 
should affect the emotions so profoundly. 
Stay tuned. 
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Old | journeys mere 


DELHI 


A new oral history of the violent partition of India and Pakistan might help to 


heal some long open wounds 


OTHING about his appearance marks 

Heera Lal, an ageing Delhi tailor, as ex- 
traordinary. The two loops of string 
wrapped around his ears to hold his specta- 
cles in place suggest poverty, not eccentric- 
ity. His favourite topics of conversation are 
politics and the lottery. Perhaps his least fa- 
vourite is partition, the cataclysm that split 
India into one Muslim and one multi-reli- 
gious state upon independence from Britain 
more than half a century ago. 

Mr Lal fled Pakistani Punjab when he 
and other Hindus of his village were warned 
to convert to Islam or leave. A few months 
later, by then a refugee in Indian Punjab, “we 
saw a well dressed bania (trader) passing by. 
One of the lads who used to work with us 
said, ‘I can bet my life that this person is a 
Muslim disguised as a Hindu bania: 1 was 
surprised. I said, ‘How can you say such a 
thing with this kind of certainty?’ The lad 
said, ‘ox, let’s strip him and check if he is cir- 
cumcised. If he is, I win the bet and you will 
stab him.’ It was madness that lagreed to this 
game. That person was stripped and he wasa 
Muslim. I hesitated and these lads started 
jeering...I became enraged and plunged the 
knife into his belly with all my might.” 

Mr Lal’s testimony comes from what is 
probably the most ambitious project to re- 
cord memories of the 1947 partition of India, 
in which perhaps 1m people died and 16m 
crossed the new border. The “partition pro- 
ject” consists of a team of social scientists 
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who plan to talk to several hundred survi- 
vors in India, Pakistan and Bangladesh 
(which split off from Pakistan in 1971) in 
“conversations” which can last two years or 
longer. Its prime mover is Ashis Nandy of the 
Centre for the Study of Developing Societies 
in Delhi, himself a witness of the Calcutta ri- 
ots of 1946 which began the violence. Mr 
Nandy calls himself a “political psycholo- 
gist”. His habit of prying cultural and emo- 
tional meat from the clam of politics has an- 
gered both the left and the right in India. 

The point of remembering is at least 
partly therapeutic. “The hope is that, as with 
journeys through madness, this journey of 
exploration might turn out to be a step to- 
wards an alternative, enriched form of san- 
ity, provided one knows how to work 
through the memories,” Mr Nandy has writ- 
ten. India and Pakistan, which are often at 
war and never at peace, are “captives to the 
memory” and do not admitit. 

In a rare rebuff, and for obscure reasons, 
the Indian government turned down a pro- 
posal by the Ford Foundation to support the 
project with a $270,000 grant. A new pro- 
posal, which concentrates on India and 
dwells less on the trauma itself and more on 
how people have coped with it (on the exo- 
dus rather than the holocaust, as Mr Nandy 
puts it), has been submitted and is now 
awaiting official approval. 

In some ways, mining memories of parti- 
tion is trickier than taking testimony from 
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survivors of the Nazi Holocaust, as Ameri- 
can director Steven Spielberg is doing on vid- 
eotape. No moral apartheid classifies parti- 
tion’s protagonists into neat categories of 
victim and villain. The wars—between Hin- 
dus and Muslims, Indians and Pakistanis— 
are not over. Whoever copyrights the mem- 
ory of partition owns an important part of 
the present. 

Not surprisingly, Mr Nandy has rivals 
who would use partition testimony not as 
therapy but as invective. And that might ac- 
cord better with the ideology of the biggest 
party in India’s ruling coalition, the Bhara- 
tiya Janata Party (BJP). B.L. Sharma Prem, a 
top official of a sister organisation to the yp, 
has been filming refugees from Pakistan in 
groups. But Mr Sharma, himself a refugee, is 
not into healing. His aim is to “depict Mus- 
lims’ cruelty to Hindus and Sikhs”. 

Mr Nandy is after something more com- 
plex. He wants to show what came before 
partition as well as what followed from it, 
and to uncover its mercies as well as its cruel- 
ties. The narratives he has gathered so far— 
mainly from Indian Sikhs and Hindus—are 
laced with unintended revelations of the 
sort that issue from an analyst's couch. It is 
Mr Nandy’s belief that politics, like people, 
pays a price for repressing trauma. The testi- 
monies suggest that India and Pakistan may 
have paid another sort of price too—for fail- 
ing to treat violence as a crime that demands 
justice. 

Mr Lal’s single homicide pales beside the 
crimes of some others interviewed for the 
project. Chandan Singh (the name, like those 
of other interviewees, is not his real one), a 
prosperous farmer from Haryana, talks of 
how he responded to news of the infamous 
“ghost trains” which arrived in India from 
Pakistan packed with Hindu corpses. When 
a caravan of Muslims heading for Pakistan 
came through his village, he and his com- 
panions fired upon it while others knifed 
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ERE it comes again: the day for ex- 

changing chocolates, roses, cham- 
pagne and promises, all wrapped up in 
pink hearts and ersatz affection. Monday 
February 14th, St Valentine’s day, already a 
great day for gift-card shops, jewellers and 
department stores, might this year be a 
great day for the stockmarket too. Shares 
are the popular new way of expressing 
love, according to a survey of 900 Internet 
users, one-third of them women. Carried 
out by Money Talks, an online investment 
magazine, the survey claims that 47% of 
women and 38% of men are intending to 
buy shares as a gift this year. 

Exchanging gifts on St Valentine's day is 
as old as the feast itself, which was cele- 
brated in the market-square economies of 
the Middle Ages. But the festivity has more 
todo with the time of year than with Saint 
Valentine, of whom there were at least 
three, two of whom were beheaded in the 
third century. All are venerated on Febru- 
ary 14th, but none seems to have had any- 
thing todo with love. 

St Valentine’s day is more appropri- 
ately associated with the coupling of birds 
and the return of spring, thanks mainly to 
Chaucer's “Parliament of Fowls” (1382),one 
of the first valentine poems in English. The 
invitation to humans to imitate the birds 
and choose themselves a mate on that day 
was a popular motif in France too. 

Rather like Carnival, St Valentine’s day 
provided a lusty break near the abstemi- 
ous austerity of Lent. In Shakespeare's 
“Hamlet”, Ophelia describes the occasion 
as oneon which a young man was liable to: 

Let in the maid that out a maid 
Never departed more. 


Of love and dividends 


In the 19th century, the overtly sexual 
connotations were bowdlerised and the 
poet Coventry Patmore was able to reduce 
St Valentine’s day to a day of chaste wooing 
in “vestal February”, set against a back- 
ground of virginal snowdrops. 

Some anthropologists link the feast to 
more lusty end-of-winter fertility rituals 
such as the Roman Lupercalia, when men 
clad in goatskins went around flagellating 
all the women in sight in order to make 
them fertile. Nowadays, however, the 
women are flagellating back. In “Valen- 
tine’s Day: Women against Men” (Duck 
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Never say “Ever”? 








those who tried to flee. 

Mr Singh does not see himself as a mass 
murderer, nor does India. None of the suc- 
cessors to the British Raj established a tribu- 
nal for partition crimes, one distinction be- 
tween partition and some other genocides of 
the 20th century. India, whose official creed 
is tolerant secularism, has pursued the parti- 
tion butchers with no more zeal than avow- 
edly Islamic Pakistan. This indulgence to- 
wards their first criminals may well afflict 
their notions of justice today. Mr Nandy 
points out that in India, perpetrators of com- 
munal violence are rarely, if ever, punished. 

The decriminalisaton of murder signals 
partition’s special character. Its savagery was 
symmetrical; atrocities by Muslims against 
Hindus and Sikhs were repaid in full mea- 
sure. Paradoxically, Mr Nandy notes, each 
community claims to be the chief victim and 
at the same time to have come out ahead in 
the trading of violence. 
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Another distinction is that governments 
were not, at least not directly, the perpetra- 
tors. It was the avowed policy of neither of 
the new states to be ethnically pure. Survi- 
vors attribute the violence, and what would 
now be called ethnic cleansing, to mobs, in- 
spired perhaps by politicians, but of uncer- 
tain identity. 

A further complexity emerges from Mr 
Nandy’s stories and the pre-partition world 
that they depict, the world from which the 
violence sprang. Communities at the time 
were divided—enough so that in one Punjabi 
village school, for example, there were sepa- 
rate taps for Hindus and Muslims. Yet many 
of the project’s respondents talk of friend- 
ship with Muslims. “I had three friends, two 
of them were Muslims,” testified Kamla 
Verma, a refugee from Lahore in Pakistan. 
Most survivors “have at least one story to tell 
about how a member of the ‘enemy commu- 
nity’ helped them and saved their lives,’ Mr 
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Editions, £9.99), a collection of short stories 
edited by Alice Thomas Ellis and due to be 
published on the day, the male ego takes 
an awesome beating. 

In “Eating Vic”, a short story by the 
South African writer Shelley Weiner, a wife 
sees the gifts of jewellery and clothes that 
are showered on her as meagre compensa- 
tion for the “pound of flesh” exacted by a 
libidinous husband. Dreaming of the day 
when she will be a rich widow, she tries, 
but fails, to hasten his demise. In Sylvia Pet- 
ter’s “Widow's Peak”, a wife wreaks a bi- 
zarre revenge after she discovers that she 
shares her valentine’s heart with another: 
“At the end of February, the florist’s bill ar- 
rived. The flowers for Valentine’s had been 
delightful, but two bunches?” 

Women who prefer wooing to being 
wooed—and a browse through this year's 
Internet valentine’s messages suggests that 
quite a few of them do—can take advan- 
tage of the fact that this year is a leap year 
and wait for St Oswald's day, another me- 
dieval feast. On that day, February 29th, 
once every four years women are enjoined 
to make the first move. In non-leap years to 
come, impatient women might want to 
join the Roman Catholic Church and cele- 
brate St Oswald's day on February 28th. 

Those looking ahead for a day suitable 
for celebrating post-feminist reconcilia- 
tion between the sexes should look to St 
George’s day, April 23rd, which also hap- 
pens to be the birthday of Shakespeare and 
the day on which Cervantes died. St 
George is England’s patron saint and also 
Catalonia’s, and Catalans already cele- 
brate the day as one of harmony between 
the sexes by exchanging roses and books. 
Booksellers and florists outside Catalonia 
are looking closely at the idea. Stockbrokers 
might be well advised to do so too. 





Nandy has written. 

Much of the violence occurred not be- 
tween but within communities. A respected 
doctor in the Punjab confessed to murdering 
22 women in his family to spare them defile- 
ment at the hands of Muslims. Mr Nandy 
sees partition violence not as a straightfor- 
ward war between ethnic groups, which had 
mingled and partly merged with one an- 
other, but as an episode in which morality 
collapsed. In the words of one survivor, 
“People weren't evil. The times themselves 
were bad.” That is not a comfortable conclu- 
sion, especially for the founders of the new 
states and their heirs. 

Two of these states are now nuclear 
powers, yet their enmity still partakes of par- 
tition’s madness. The old Hindu fears persist 
that Muslims are less pacific and therefore 
more manly. They were there in Heera Lal's 
humiliation, which provoked him to mur- 
der. And they were there last month when 


93 





i 
i 


























MOREOVER 


the nationalist right pronounced Hindus to 
be “cowards” for caving in to the demands of 
the Muslim hijackers of an Indian Airlines 
jet. The partition project might just begin to 
assuage the worst of those fears. 





The social contract 


Less original 
positions 


Tue Law or Peores, By John Rawls. Har- 
vard University Press; 208 pages; $22.50 and 
£13.95 


OHN RAWLS is one of the great political 
philosophers of the 20th century. His 1971 
book, “A Theory of Justice”, revived and 
extended the concept of the social contract 
upon which liberalism was founded, after 
it had been largely neglected by political 
thinkers for years. His ideas have not only 
sparked a lively debate among philoso- 
phers, which continues to this day, but 
they have also been taken up by econo- 
mists, sociologists and others. So “The Law 
of Peoples”, Mr Rawls’s latest work and— 
given the poor state of his health—prob- 
ably his last significant effort, deserves to 
be read with interest, and some respect. 
The book is certainly interesting, but 
not for the reasons that made “A Theory of 
Justice” such a landmark. Some philoso- 
phers who have been fans of Mr Rawls’s 
earlier work have reacted to it with dismay 
(a shorter version was published as an es- 
say in the early 1990s) and it is easy to see 
why. Mr Rawls seems to be in full retreat 


from his bold formulations of 30 years ago. 


In “A Theory of Justice” he proposed a 
thought experiment: the now famous “orig- 
inal position”. Assume, he said, that the 
members of society met to devise rules and 
institutions to govern how they would live 
together, and which all could agree were 
fair. To this standard description of the so- 
cial contract, he added a twist. To ensure 
that they would aim for true justice, rather 
than a mere utilitarian bargain, they would 
have to make their decisions behind a “veil 
of ignorance”, not knowing anything about 
themselves or their positions in society. Mr 
Rawls then spent hundreds of pages work- 
ing out what those rules would be. 

To no one’s surprise, least of all his own, 
his ideal society turned out to be remark- 
ably similar to existing liberal democracies. 
Yet that left plenty of room for argument. 
Utilitarians attacked him for being too con- 
cerned with rights. Right-wing libertarians 
attacked him for being too egalitarian. Left- 
wing communitarians attacked him for 
“excessive” individualism. But in doing so, 
they all had to refine their own ideas, 

Mr Rawls took his critics seriously, es- 
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pecially the communitarians. In response, 
he took a step back from the full-blooded 
liberalism of his original book, arguing that 


“a just society could accommodate non- 


‘liberal views of how society should oper- 
ate, such as those based on religion, even if 
this meant tolerating some views which, at 
their heart, were intolerant. 

In “The Law of Peoples” Mr Rawls ap- 
plies his ideas to international society. Once 
again he invokes a fictional “original posi- 
tion” to formulate a social contract. And, 
once again, the outcome is not surprising, 
being. merely a more robust version of cur- 
rent international law and the system of co- 
operation embodied in the United Nations. 

But this time his arguments seem much 
less stimulating. Rather than a theory of in- 
ternational justice, he appears to be strug- 
gling to devise pragmatic political arrange- 
ments, especially those which can help 
democratic countries to live at peace with 
Islamic and other less-than-democratic re- 
gimes. This is a worthy aim, but it is the task 
of politicians, not philosophers. 

Participants in the international “origi- 
nal position”, Mr Rawls argues, must be 
representatives of “peoples”, not individ- 
uals—as if only nations are the subject of 





Oscar nominations 


Sneak preview 







international justice. And the agreement 
that they would reach, he says, would toler- 
ate “decent hierarchical” regimes, as well as 
liberal constitutional democracies. Outlaw 
regimes, which denied their people human 
rights, would not be accepted into the com- 
munity of nations. 

But human rights would consist only of 
the basic rights to life, personal property, 
equality before the law, and liberty from 
enslavement, not the full panoply of rights 
enjoyed in liberal democracies. For exam- 
ple, societies with state religions, which 
limit the rights of other religions, or those of 
women, would still qualify as “decent” if 
their impositions were not too onerous. 

In the real world, where everyone has 
to compromise their ideals, this is a reason- 
able approach. But it hardly offers a con- 
ceptual yardstick for evaluating the pres- 
ence or absence of justice in a society. And 
it is peculiar, and a bit disappointing, to 
watch one of the high priests of liberalism 
striving to construct a theory which would 
insulate non-liberal societies against liberal 
critics at a time when the idea of universal 
human rights, and of rules of international 
law based upon them, are becoming more 
widespread than ever before. 





Nothing excites the movie industry more than the annual Oscar awards 





A T INNING'an Oscar is regarded as the 
-y ultimate prize in Hollywood. But be- 


-ing nominated for an award is often better 


than: winning one—something to bear in 
mind when the Academy of Motion Picture 
Arts and Sciences announces its 1999 nomi- 
nees on February 1sth. (The awards will fol- 
low on March 26th.) What, for example, be- 
came of past winners like F. Murray 
Abraham (for “Amadeus” in 1984)? Or of 
partially deaf Marlee Matlin in “Children of 
a Lesser God” (1986)? And when was Jack Pa- 
lance, best supporting actor in 1991 for “City 
Slickers”, last seen on a big screen? Answer: in 
the now six-year-old flop “City Slickers II”. 

A bit of a mixed blessing, then, this gold- 
plated door stopper, and more so when set 


against the subsequent success of some of 
the failures, the losers whom Oscar turned 
down. Demi Moore, for example, was nomi- 
nated as best actress for “Ghost” but was 
trounced that year by Kathy Bates in “Mis- 
ery”. Since then, the winner has appeared in 
a few small supporting roles while the loser 
has gone on to make a number of highly 
profitable blockbusters. 

This year, the hot favourite for the best 
actor award is Kevin Spacey in “American 
Beauty”, a film thatis sure tosnare aclutch of 
nominations for best film, best director (Sam 
Mendes), best actress (Annette Bening) and 
several technical contributions. Keep a tally 
of the film’s total nominations and, if it 
chalks up more than any other film, it is 
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A Pole apart 


WARSAW 


SCAR night this year will mark the 

culmination of a remarkable come- 
back for Andrzej Wajda. Not only is the 
Polish director to be presented with this 
year’s lifetime achievement award, but his 
latest work, “Pan Tadeusz” (“Mr Tadeusz”), 
is also a favourite to win the best foreign 
film award. Ten years ago, both Mr Wajda 
and Polish cinema looked finished. State- 
funded studios had collapsed with the fall 
of communism, and cinemas were closing 
by the dozen. Those that survived showed 
only American blockbusters, and Mr 
Wajda’s first capitalist films were critical 
and commercial flops. He felt, he said, ut- 
terly defeated. 

As the 1990s rolled on, however, a curi- 
ous thing happened. National self-confi- 
dence grew, and with it a thirst for home- 
grown movies. Last year, Polish films were 
regularly outselling Hollywood imports in 
the country’s new multiplex cinemas. At 
the latest count, over 7m Poles had paid to 
see Jerzy Hoffman's “With Fire and 
Sword”, twice as many as paid to see “Ti- 
tanic”. “Pan Tadeusz”, an elegant 19th-cen- 
tury costume drama, might do even better. 
Ithas dazzled the critics, and more than 5m 
Poles have already been to see it. 

Mr Wajda’s career in film goes back 
over 40 years, to a time when Poland was 





overshadowed by the Soviet menace. His 
father was killed on Stalin's instructions 
along with several thousand other Polish 
army officers at Katyn. The Communists 
blamed the mass execution on the Nazis 
and kept the lie going for decades. Mr 
Wajda’s great achievement in a society 
built on such lies was to shine some truth 
into the darkness. 

His career did not begin truthfully, 
though, The price of making films in the 





At least one Oscar for Wajda 


Stalinist period was total obedience, and 
Mr Wajda is quick to admit that his first ef- 
forts were unremarkable assembly-line 
films for the propaganda of the party. But 
in 1956 things began to change. Poles who 
hac been exiled to Siberia were returned 
anc there was enough freedom for a per- 
sonal voice toenter into cinema, though no 
one could say just how much freedom. 

Communists needed artists to add lus- 
tre to their revolutionary society. And film 
makers needed the state. Unlike under- 
ground writers or painters, they could 
create only with official aporoval. There 
was no room for what the Polish dissident 
Adam Michnik has called “internal emi- 
gration” —to withdraw into oneself. 

Mr Wajda exploited this grey area mas- 
terfully, learning how to keep one step 
ahead of the secret police and to confuse 
the censors. He often threw in hidden sym- 
bols, understood by his audience—a gal- 
loping white horse, red poppies, sabres 
and rowans, for example, a cnematic lan- 
guage of freedom. “Wajda’s work”, says Mr 
Michnik, “represents the permanent con- 
flict between the imperative to remember 
and the need to live in reality.” It is to his 
credit that his films managed to challenge 
almost everyone in Poland, not least his 
Communist overlords. 

“A film lives the life span of a butter- 
fly,” Mr Wajda once remarked. With the 
blessing of Hollywood, his films now pro- 
mise to flutter for a little longer. 











likely, on past form, eventually to be named 
as best film. “American Beauty” looks likely 
to be the winner over its probable rivals 
(“The Talented Mr Ripley”, “The End of the 
Affair” and “The Insider”) because it satisfies 
Oscar’s unwritten criteria: that it should 





Crunchy 


66 AKING Words Dance” is a vol- 
ume of journalism by the late 
Nico Colchester, who was Deputy Edi- 
tor of The Economist and before that 
Foreign Editor of the Financial Times. 
Nico had a particular genius for making 
dry, improbable or complicated sub- 
jects intelligible, interesting and very of- 
ten hilarious. His range, centred on 
European politics as a rule, was great, 
extending to the need for “crunchy” 
public policy, the prospects for long 
trousers and the economic history of 
ice. All that, and much wisdom besides. 
The book has been privately published. 
Copies are available from our website 
(wwweeconomist.com) or from The 
Economist Bookshop, 15 Regent St, Lon- 
don swiy 4LR (tel: +44 20 7839 1937). 
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make a respectable amount of money; and 
that itshould be a “credit” to the industry. 

If “American Beauty” is named as best 
film, that would be a good omen for Sam 
Mendes. The Oscars for best film and best di- 
rector usually go hand-in-hand, although 
last year was an exception. If Mr Mendes also 
wins the Directors Guild of America award, 
due to be announced on March uth, he be- 
comes odds-on favourite for an Oscar since 
these two awards have gone to different 
films only four times. 

Mr Spacey for best actor, though? He has 
already won the best supporting actor 
award (for “The Usual Suspects” in 1995), al- 
though that need be no handicap. Jack Lem- 
mon and Robert De Niro both graduated by 
this route. Oscar has a way, however, of con- 
founding expectations. Just as F. Murray 
Abraham, Art Carney and Cliff Robertson 
emerged from nowhere to win in the past, so 
too could Richard Farnsworth (81 years’ old 
this year) as the man who crosses America 
ona lawnmower in “The Straight Story”. 

The field for best actress is more open. 
Not only is there Annette Bening, but also Ju- 
lianne Moore in “The End of the Affair” and 
Janet McTeer in “Tumbleweeds”. The hot 
money, though, ison Hilary Swankas the girl 
who wanted to bea boy in “Boys Don’t Cry”. 


Winner already of a Golden Globe (the next 
best thing to an Oscar), this is one of those 
tours de force that tend to sweep away all 
competition. 

There may be a surprise too in the best 
supporting actress category. This could go 
no: to Golden Globe winner Angelina Jolie 
for “Girl, Interrupted” but te Hilary Swank’s 
co-star in “Boys Don’t Cry”, Chloé Sevigny. 
There is an Oscar tradition of little pictures, 
such as “My Left Foot” and “The Last Picture 
Show”, picking up multiple acting awards. 
However, if Julianne Moore is also nomi- 
nated in this category for “An Ideal Hus- 
band”, remember that there is an equally 
strong tradition (Teresa Wright in 1942; Jes- 
sica Lange in 1982) of an actress losing the 
major prize but winning theminor one. 

Best supporting actor looks likely to fall 
between Michael Caine in “The Cider House 
Rules”, child star Haley Joel Osment in “The 
Sixth Sense”, and Tom Cruise in “Magnolia”. 
Oscar loves children (Tatum O'Neal, Anna 
Paquin, Patty Duke), but it positively wor- 
ships loyalty. Tom Cruise, who sacrificed 
much to help Stanley Kubrick complete 
“Eyes Wide Shut”, has a halo shining round 
him in Hollywood. But it’s so bright that he 
hardly needs an Oscar to go with it. 

— ell 
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N A visit to Japan in the 1950s 
Bonnie Cashin was told that 
if the weather was chilly, Japa- 
nese talked of a “nine-layer day”. 
That is, they wore numerous light 
garments against the cold, instead 
ofa single heavy one. Miss Cashin 
was shown how to wear a ki- 
mono, an artfully structured gar- 
ment of many layers. Back in New 
York she introduced the idea of 
layering into western fashion. 
Quite likely, people throughout 
| the world, and not just in Japan, 
| had for centuries wrapped them- 
selves in whatever was available 
to face the rigours of a bitter day. 
But fashion writers are ever grate- 
ful for something that looks new, 
and for a while layering was 
praised as the big new idea. 
American fashion was in dire 
need of new ideas. Its designers 
were little known outside the Un- 
ited States, and not much there. 
Americans had all the money, but 
Paris, irritatingly, seemed to have 
all the business. American paint- 
| ers were doing their best for their 
country. Was not New York the 
art capital of the world? Now it 
was time to show those uppity 
Europeans the American way of 
dress. 
“Fashion evolves from need,” 
Miss Cashin told a reporter. What 
did Europeans need? Not an 
American version of the kimono, 
a garment which took half an 
| hour to put on (with assistance), 
| was rather stuffy, and was falling into disuse even in Japan. Miss 
Cashin turned to another source for inspiration. During the sec- 
ond world war she had designed uniforms for women in the 
armed forces. The mass-produced uniforms were comfortable, 
protective and allowed freedom of movement. The clothes she 
now designed had these practical qualities. They were made of 
hard-wearing materials, including canvas and leather, had useful 
| pockets, toggle fastenings and industrial-size zips. If Miss Cashin’s 
| clothes had the look ofa tunic, they weredone with acivilian casu- 
alness. In the fashion lexicon her clothes are said to have the 
sportswear look, but this is the look of most women’s clothes to- 
| day. When some of her clothes were exhibited in New York’s Met- 
ropolitan Museum of Art in 1997, the catalogue said they reflected 
“democracy’s magnitude and the consequence of independent 
and intrepid women.” Despite that, European women loved them. 





You like it? It’s yours 


Intrepid, though, is perhaps not a bad adjective for the long career 
of Bonnie Cashin. She had no formal training as a designer; just 
what she had picked up from her mother, a dressmaker. She reck- 
oned that her father, a photographer, had given her an eye for a 
good design. While still atschool, she persuaded a Los Angeles bal- 











Bonnie Cashin, designer of America’s 
new look, died on February 3rd, aged 84 is 


let company to give her a job as a 
dress designer. A year or two later 
she was designing the costumes 
for the troupe of dancing girls that 
gave performances between 
movies at the Roxy Theatre in 
New York. She took her needle 
and sketchbook to Hollywood. 
“Anna and the King of Siam” is 
probably the best known of the 
60 or so films she designed cos- 
tumes for. 

She had a reputation for gen- 
erosity. Anyone who admired 
something of hers was quite likely 
to be given it. Whether she in- 
tended to or not, Miss Cashin 
seemed to mirror the disposable 
nature of fashion: that a product 
is almost out of date the moment 
it goes on sale. She was mildly sur- 
prised that some of her designs 
that had survived the dustbin 
had become collectors’ items. A 
Cashin leather shoulder bag of 
the 1960s fetches several hundred 
dollars, and the market is rising. 
Jackets in good condition with 
the Cashin label intact fetch 
much more. But she was not her- 
self sentimental about the past. 
Museums and collectors’ pieces 
were not for the living. You must 
move on, she said. A cartoon in 
her New York flat shows a trapeze 
performer saying, “You've got to 
know when tolet go.” 

This idea of constant change 
nothing new, of course. 
“Woman is always fickle and 
changing,” Virgil complained. An exasperated Prince Albert, 
Queen Victoria’s husband, lamented “the unreasoning laws of 
markets and fashion”. But fashion has become a pacemaker of the 
throwaway society. In the cities of the rich world no woman is ex- 
pected to wear a garment until it is worn out. (Men, unac- 
countably, tend to hold on to their clothes for years, but the indus- 
try is working on the problem.) The clothes industry would be in a 
pickle without a constant supply of clients dissatisfied with the 
contents of their wardrobes. The fashion round, what's in, who's 
out, is associated with the poise of Paris, the newness of New York. 
Without it, the fashion weeks in New York and London, this 
month's boost to the clothes industry, would not last a day. 

There are no reliable figures for the phenomenal growth of the 
fashion industry, chiefly because its reach is so wide, not just 
clothes, but everything that goes with them, from buttons to scent. 
What can be said is that a single idea can give birth to a product 
worth infinite millions. What used to be called plimsolls have 
been transformed into vastly expensive trainers. Denim, a humble 
material whose virtue was its cheapness, became as valuable as 
satin when turned into jeans. Jeans and trainers are the foremost 
innovative fashions of recent decades. Bonnie Cashin’s “demo- 
cratic look” is a reasonable runner-up. 
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COURSES 

















INSEAD 


Risk Management in Banking 













19-25 March 2000 in Singapore 


2-10 June 2000 in Fontainebleau 


Led by Professor Ingo Walter, this programme 

gives a comprehensive understanding of the sources 
of market and credit risks facing banks in the modern 
global financial environment and how they may be 


controlled. 


While the programmes in both locations share 
the same themes, the programme in Singapore 


will have more of an Asian focus. 


You will explore in detail the following topics: 
£ 

e New ways of evaluating and managing position risk 

e Mastering credit risk evaluation 

e Understanding Value-at-Risk 

e Managing off-balance sheet exposure 

e Discussing reputation risk management, uncontained 


losses, and consequences on Shareholder Value. 





Strategic Management in Banking 


5-17 March 2000 in Fontainebleau 


Since the banking industry has its own needs, this 


programme, designed by Professor Jean Dermine, 
has been developed to enhance some key bank 
specific management skills. They will help bank 
executives to analyse the forces transforming 

the industry, as well as to develop a strategic 

mind in this fast changing environment. 


The main topics are: 

Strategic Analysis of the Financial Services Industry 
e Competitive analysis of the banking industry 

e The impact of the euro 


e Specialisation vs universal banking. 


Developing Bank-Specific Management Skills 
e Asset-Liability Management: profitability and risk control 
e Information Technology Management 


e Marketing of financial services and e-banking. 


Special feature 


For both programmes, the use of the ALCO Challenge computer simulation (Asset-Liability Committee), 
designed by INSEAD, recreates an international banking environment complete with its strategic and regulatory 
dimensions. Participants experience first hand the dynamics, links between product profitability, risk, 
capital adequacy, taxation and the stock market value of banks. 


Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France, 


| Tel 33 (0)1 60 72 42 90, Fax 33 (0)1 60 74 55 13, E-mail exec.info@insead.fr, http://www.insead.fr 
C | would like to reserve a place on (please give dates) 

| C Please send me a brochure on the Risk Management in Banking Programme 
| O Please send me a brochure on the Strategic Management in Banking Programme 
i Family Name Mr/Ms/Dr/Other 1 
| First Name Job Title 
Company Name & Address | 
j 8 
' i 

Country Postcode O; 
g! 
| Tei Fax email A | 
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COURSES 


NIMBAS 


a THE ASSOCIATE INSTITUTE OF 


THE UNIVERSITY OF BRADFORD, UK 


KIEL INSTITUTE 
OF WORLD ECONOMICS 


A NIMBAS-Bradford ~ 
MBA degree is a powerful 
boost for your business career 


NIMBAS, the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands 


TWO-YEAR PART-TIME MBA 


In Utrecht. The Netherlands and in Bonn. Mainz and Berlin, Germany 


» TWO-YEAR EXECUTIVE MBA <« 


Seven 9-day sessions (Saturday/Sunday/one working 
week/Saturday/Sunday) two sessions in the Netherlands, 





Advanced Studies 
in International Economic Policy Research 
August 1, 2000 - May 31, 2001 


concentrated courses on important arcas of international economics: 


profound training of skills in economic analysis, methods of empirical research 
and economic policy evaluation; 


designed for economists holding a university degree who are interested in a 
career with international organisations. domestic policy and academic 
institutions, intemational Corporations etc 


Courses: Lecturers: 


Richard Clarida (Columbia) 
and Aaron Tornell (Harvard) 


Richard Levich (New York) 
Ingo Walter (New York) 
Stefan Mittnik (Kiel) 


Macroeconomics in Open Economies 


International Financial Markets 
Global Banking 
Empirical Methods in Finance 


Environmental Economics Geoffrey Heal (Columbia) 


two in the UK, two in Germany and one in France 
International Trade David Greenaway (Nottingham) 


NIMBAS is AMBA (London) accredited 


NIMBA 


GRADUATE SCHOOL OF MANAGEMENT 


European Economic Integration Richard Baldwin (Geneva) 


Political Economy in Open Economies Roberto Perotti (Columbia) 


Economic Growth and Development Sebastian PFdwards (UCLA) 

For detailed information write to 

Institute of World Economics + Advanced Studies « D-24100 Kiel + Germany 
Fax: Germany+431+85853 « Internet info bttp://www.uni-kiel de/ifw 


IBAS, Nieuwegracht 6, 3512 LP Utrecht, The Netherlands 


+31 (0)30 230 3050 Fax: +31 (0)302 


Telephone 


E-mail: NIMBAS@compuserve.com web site: http:/hwww.NIMBAS,com 


[ONAL FINANCE 





@ Taught by our internationally renowned If you are interested in excellent training 
faculty and regular visiting professors 


@ A mixture of rigorous scholarship and 


PART-TIMF & FULL-TIME PROGRAM 


and a career in International Finance, we 


a strong knowledge base of sharply 
focused skills and a truly international 


teamwork experience 


The Master Program tn International 

Finance provides 

€ A thorough understanding of the 
complexities of international finance for 
aspiring finance professionals whose 
careers require an in-depth 
understanding of the issues involved 

@ A specialised (optional) track in 
Mathematical Finance allows students to 
acquire advanced skills in financial 
engineering. 


practical applications. Innovative 
program combines professional and 
academic excellence, granting 
participants direct access to financial 
skills not easily acquired elsewhere 

@ Highly international participant group 
representing all major spheres 
Participants have clear ambition and 
potential to work in the finance field 

@ Full-time (ten month) or part-time 
(eighteen month) program 

@ Situated in one of the world’s leading 
international financial centers 

@ Limited number of (partial) fellowships 
available for the fulltime program 


shall be pleased to send you our 
information package. The application 
deadline is June Ist, 2000. 


INFORMATION 

Master Program in International Finance 
Attn: Mrs. S. de Brieder 

Roetersstraat 11 

1018 WB Amsterdam 

The Netherlands 

Tel: +31-20-525.4764 

Fax: +31-20-525.4333 

Email: mif@fee.uva.nl 


UvA či DE UNIVERSITEIT VAN AMSTERDAM. 
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Amsterdam 


CG Institute of Finance 


In cooperation with the faculty of 


INSEAD 


Upcoming Courses 2000 


. Financial Innovation in 
__ Corporate Finance 
o e Options Workshop 
= Stock Option and Foreign Currency 
Option Pricing 
- Option Trading Strategies and 
Risk Management 
The Advanced Options Workshop 
~ Yield Curve Dynamics and the Pricing 
of interest Rate Derivatives 
~ Exotic Options 
Derivatives: Special Topics 
- Volatility 
-~ Credit Risk and Credit Derivatives 
- Mathematics of Derivative Securities 
Acquisition Finance 
Valuing Commercial Banks 
Real Options 
Portfolio Management 
- Global Asset Allocation 
- Fixed Income Investment 
~ Equity Investment 
« Real Estate Investment 
¿i Banking and Risk Management 
in Emerging Markets 


: Valuation 
Advanced Valuation 
Project Finance 
Asset Securitization 
Value-at-Risk 


Foundations of Finance 


Financial Restructuring - Going Public 


Measuring and Implementing 
Economic Value Added 


Mergers and Acquisitions 


Advanced Financial Statement Analysis 


Negotiation Analysis 
Financial Risk Management 


Asset and Liability Management 


(March 27 - 31) 


(April 3 - 5) 


(April 5- 7) 


(April 10 - 


12) 
(April 13 - 14) 


(April 17 - 18) 
(April 19 - 20) 
(April 25 - 27) 


(April 27 ~ 28) 
(May 3 - 4) 
(May 5 - 6) 


(May 10 - 13) 
(May [5 - 18) 
(May 22 - 27) 
(May 29 - 30) 


(June 5 - 8) 
(June 13 - 14) 
(une 15 - 16) 
(June 19 - 23) 
(June 26 - 28) 

(June 29 - July 1) 


(June 29 -~ July 24) 


(July 24 - 28) 


{August 28 - 30) 
(Sept. 25 - 29) 
(Oct. 23 - 25) 

(Nov, 6 - 8) 
(Noy. 13 - 17) 
(Nov. 20 - 24) 


For information, please visit our Web site or contact us directly. 


Eur 
Summer 
School 


July 17- August 6, 2000 


e-week itinerant 
mer school, an intensive 
multicultural program, offered 
hree leading management schools if 
pe: 
C Paris, Bocconi Milan 
WU Wien. 


ique chance for 
dergraduate’ students from 
over the world to experience 
-hand the life and business culture 
France, Italy and Austria, 
iting three of the most vibrant citi 
Eurepe. 


ully credited courses, offered 
English, explore the : 


nagement practices 


ompletion of at ied 
years of univers 


WWW.GUFO: erschool.com 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +3 1-20-5200 162/160 - fax: +31-20-5200161 
e-maik info@aif.nl - internet: www.aif.nl 
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Executive Program for Leaders 


in Development: Managing Political 


and Economic Transitions 









Date: June 12 - 23, 2000 
Participants: Political leaders, senior-level policy mokers; 
manogers, executives of public affairs organizations, and leaders 
of non-governmental and development assistance organizations 
from developing, newly industrialized, and transitional countries. 


Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration into an evolving global economy. 






Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy ond institutional change; 
to goin a broader perspective on the task of leadership. 





Deadline for applications: April 3, 2000 

For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 119 
Email: KSG_ Execkd@Harvard.edu 

Internet: www.ksg harvard edu/exec.ed 


HARVARD UNIVERSITY 


JOHN F KENNEDY SCHOOL OF GOVERNMENT 











THE BUSINESS SCHOOL 
aide FOR FINANCIAL MARKETS 





Innovative programmes for those seeking 
careers in the global financial markets: 


MSc International Securities, 
Investment and Banking 


Risk Management, 
Operations and Regulation 


® MSc Financial Engineering 
and Quantitative Analysis. 










ISMA Centre graduates have been successfully 
placed with Goldman Sachs, CIBC Wood Gundy, 


Barclays Capital Chase Manhattan and many more. 


The University of Reading, ISMA Centre, 
Whiteknights, PO Box 242, Reading RGG GBA, UK 
Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 
i acentre.rdg.ac.uk 





_ International Studies 














fussels School of 





The Graduate School of Polines and International Relations of the 
University of Kent offers the following prograrnmes in Brussels 






« MA in International Relations by Coursework and Dissertanor 
* MA in International Relations by Resea nel Thesis 

* MPhil in International Relations by Research and Thesis 

* PhD in International Relations by Research and Thesis 
















WE ¢ 
AY CANTER ANY 







Admission for Coursework Prograrnmes in October and February 
Admission for Research Degrees at the beginning of any month 
Full-time and Part-time evering study 







For a full brochure and informal enquires, contact: 

Or Jarrod Wiener, Dir Brussels School of International Studies 
Vesalius College. Pleni B 1050 Brussels, Belgnim 

Tel (432.2) 629-2707 Fax: (+32-2) 629 3637 Emad | Wienergduke ac uk 












eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’. That means no time out from your career. 
Log on and you're there. Network as you learn. interact with respected 
technology leaders and fellow professionals from around the globe. 


Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 


Dever Cede isim university 


Become tomorrow's eStrategist 
Accredited Member DETC 


A successful executive is 
a successful negotiator. 
And a master strategist. 


Strategic Public Sector Negotiation, May 22-26, 2000 


SPSN is a powerful and fast-paced short program which uses top 
Harvard faculty to help experienced executives move to new levels 

of negotiation skill, add strategic dimensions to their negotiations, 

and strengthen their analytic abilities to produce successful and lasting 
agreements. Designed for those at the public-private interface, 

each year SPSN gathers distinguished executives from governments, 
corporations, NGOs and international organizations—those who must 
produce formal agreements or contracts, structure complex financial 
transactions, resolve disputes, or negotiate within their organizations 
for authority and resources. The tightly organized session moves from 
simple negotiation exercises to complex strategic multi-party agreements. 
The actual negotiation exercises and role playing help executives 
internalize the tactical skills needed to produce successful agreements. 


For brochure and application, please contact: 
Enrollment Services, Phone: (617) 496-0484, ext. 133 
email: KSG ExecEd@Harvard.edy_ 

Internet: KSG Fxeckd@Harvard.edu/execed 


HARVARD UNIVERSITY 
JOHN F; KENNEDY SCHOOL OF GOVERNMENT 
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The Trinity MBA 


PRIVATIZATION, REGULATORY REFORM| | AZA eA ire erie a 
_ & CORPORATE GOVERNANCE Ja oo 


of : Te apply contact Catherme Wiliams 
sune po tidy 44, 2000 Cambridge, Massachusetts, USA 5 NENN S Tel 383-1 -808 1024 Pay: 353-1-679 9503 
3 Á À emad. TrninwMBAdited se 
dap Performance and + Methods of Privatization Auctions SY Sin 3 web wwa ted ie Basiness Studies) MBAS 
Owned Enterprises Share Flataton. Cancessicns and is i 

Strategse [avestors Epo oF BUSINES STUDIES, EINIVERSITY OF Puntos Peery COLLEGE DEBRIS 2U EE AND. 
«Mass Privatization in Transition 

Feonamies 





atin) Monapoles 
dence + Recent Privanzanensy Pata and 
Conclusions 


Be ea aaa Gua Readers are recommended 
eo to make appropriate enquiries and take appropriate. 
advice before sending money, incurring any 
expense or entering into a binding commitment in 
far ri sr erat na ea Se relation to an advertisement. The Economis 
Newspaper Limited shall not be liable to any person 
for loss or damage incurred or suffered as a result 
of his / her accepting or offering to accept an 
invitation contained in any advertisement published | 
in the Economist. 





“I earned my ppp degree in 
just one year...at home!” 


a home no classroom attendance 2) Farn vour Bachelor, 
m ope year 3) Enrollment open now in Business 
Diplomacy Counseling Computer, Systems and 
es and 4G states in rhe LISA 


P.O. Box 1138 Pee Mawr, PA 19010-USA (ea) HID of HARVARD UNIVERSITY 


FAX: 610.527.1008. e-mail: admissions@washint.edu 





EUROPEAN MASTER’S DEGREE IN 
HUMAN RIGHTS AND DEMOCRATIZATION PROGRAM ON THE GLOBAL FINANCIAL 
One year full-time EMA, with the active support of the European Union SYSTEM: STRUCTURE, CRISES, AND REFORM a 
First semester (September January} in Verice 


Second semester (February-June) in one of 18 participating universities J uly 17.- 28, 2000 
Cambridge, Massachusetts, USA 


This unique academe programme offers the opportunity to learn about human 
rights and democratization m theory and prachce through study in Versee andan 
Austria, Belgium. Denmark, Finland. France, Germany, Greece, Ireland, Italy, The program is designed for executives, analysts, and policy 

= Luxembourg, The Netherlands, Portugal, Spain. Sweden and the UK. Applicants makers in both the private and public sectors who are 


Fomust be FU citizens. or non-EU olizens who are regular residents m an EU country, 


ör crivens of European countries that have applied for FU membership i involved with macroeconomic and financial sector issues. 
For detailed information and application forms visit our website at 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street. Cambridge, MA USA 02 : Erin Sands 
FAN: (617) 496-29 
E-Mail; macteach@hiid harvard.edu 
www.hiid. harvard. SaUn 


tel: +39 049 827 3685, fax: +39 049 827 3684 
e-mail brd-europeal AVES At 








in ENGLAND. in JAPAN, in BELGIUM in FRANCE, in BELGIUM 





in BELGIUM in BELGIUM 








66 HOURS P 
E IN THE TARGE } y 
* ADULTS from 19 vears Study ii ami fener Cie y 
» RETIRED PEOPLE OF 35 AND ABOVE 
(Special condinons avilable) 
+ JUNIORS from l1 to IR years 


FRENCH in BELGIUM ae re 7 
ENGLISH in ENGLAND. Putting into practice with our teachers: 


in BELGIUM af breaks, meas and evening socie-cultural activities 
A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 


up to 45 private and/or group lessons : Tel o 32 8770 E0 
and pedagogical activities x 3}? TO ILS 
& 
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LARGE INTERNATIONAL CONSUL 


Has opening positions in the following fields of expertise: 
Transport Planning 
Transport Economics 
Urban Planning 
Highway Engineering Design 
Traffic Safety 
Traffic Engineering 
Sociologist/Anthropologist (urban, road, rural) 
Financial Specialist 


The requirements are: 
Language: English (Malay: would be appreciated) 
Minimum experience: TO years 
Overseas experience, specially in South East Asia 
Availability: long term or short term 


Send detailed CV, certified copies of diploma, professional references if 
any to e-mail: rho@inda.netid 


Home Study Course in Economics 
Al0-lesson study that will throw light 
on today’s baffling problems. Tuition 
free—small charge for materials. 

Write: Henry George Institute, 
121 East 30dh Street, 
New York NY 10016, USA 


the wen! http 


0 THE CINCINNATI MBA 
Unique One. year Programin US 
Excellent ROL Begins 15.06.00. 
F Far information: 
gradiate@uc.edu 
wew.cba.t 
011.513.556.7020 
011.513.556.7026 (fax) 





Gut 





REAL ESTATE 


| DEVELOPMENT 
U.S. Knowhow 


KUWA UNIVERSITY 
COLLEGE OF ADMINISTRATIVE SCIENCES 


Faculty positions for the academic year 2000-2001 are available for the positions of 
Assistant, Associate and Full Professor in the following departments:- 


* Department of Management and Marketing 


1 Marketing 
2. Management of Human Resources 
3, Management and Organizational Behaviour 


* Department of Finance and Financial Institutions 


1, Finance and Financial Management 

2, Investment 

3. Management and Financial institutions 
4. Insurance and Risk Management 


* Department of Quantitative Methods and Information Systems 


1, Production and Operations Management 

2. Operations Research 

3. Statistics, Applied Statistics with emphasis on Business and Economics 

4, Management Information Systems (Preferably Associate or Full Professor) 


* Department of Accounting 


L Financial Accounting 

2. Management Accounting 

3. Accounting Information Systems 
4. Auditing 


* Department of Economics. 


1. Monetary Theory 
2. Public Finance 
3. International Economics 


* Department of Public Administration (Full Professor Position Only) 


Preference given to those with primary research and teaching interests in the following 
areas: 


1. Privatization 
2. Public/Private Interrelationships 
3. Quantitative Research Methods 


Requirements; 


f; 15. 28009 Madrid (Spain 
2639. Fawe 404 914 315 054 
a E-mail to@aliseda. = 


300 Leading U.S. Real Estate 
Developers share their knowledge. 


Applicants must provide certified documentation for the following pertinent 
requirements. 


Self Study Limited Edition $1,000.00 U.S. 
On-Site Course/Advisory Available. 
View Derails a: www.Redii.org 


PAPERE 





European Centre far Camparative Government and Public Policy 
Europäisches Zentrum für Staatswissenschaften und Staatspraxis 
Centre Européen d'Insthunans et de Pohtigues Comparses innb seca Re 


Post-graduate Programme in“European Studies” 
Academic Year 2000/2001 


The European Centre for Comparative Government and Public, Policy in. Berlin offers, 
together with The three Berlin Universities (Freie Universitat, Humboldt-Unive i 

Technische Universität) a post-graduate programme in European Studies, The 
programme has been developed in co-operation with the German Foreign Office, the 
European Commission, the Stiflerverhand fir die Deutsche Wissenschaft and the 
Studienstifiung des Deutschen Volkes, W seel 


international, especially the European level, A faculty, composed of leading specialists 
of the Universities in Bertin. Oxford, Landon, Leiden. Paris, Rome, Budapest, Prague 
and Warsaw as well as high-ranking representatives of European- institutions act as 
lecturers on the main legal economic and politi: cts of European integration, The 
programme includes a traineeship of two months in EU-institutions; Embassies and 
Ministries of the European sation states, The lectires and seminars are taught in 
German, English and French. Successful. studerte are awarded the degree of a “Master 
of European Studies”. 


Requirements for admission: An- honours dégree from a leading university, a good 

knowledge of German, English and French, and a strong interest in international, 
especially European developments. demonstrated by the curriculum vitas and further 
activities. Tuition fees: DM 16, O00,» {October 2000-July 2001). A limited number of 
grants is available, 


information and applications: European Centre for Comparative Government and 
Public Policy: Rheinbabenallee 49. D-14109 Berlin, Germany; see for application forms: 
www eurozent de: Applicat iogh to be received by 31 Mareh 2000. 


attract the. best European graduates in. 
law, economics and the social sciences, aiming at Jeadership positions at thé | 


. PhD. Degree or equivalent from accredited university. Graduation documentation 
including transcripts and dissertation (thesis) abstracts. Assistant Professor Applicants 
need undergraduate degree with “B” or “very good” GPA, 


. Associate professors must have 5 published articles in refereed journals, Full 
Professors must have 15. 


. Minimum 4 years proven teaching experience for Ph.D. degree applicants for 
Associate Professor and 8 years for Full Professors. Student evaluations may be used 
as evidence of proven ability. 

4. Fluency in Arabic and English language. 
5. A current CV. 


Benefits 


* Competitive, tax-free salary according to rank and experience. 

* Annual round-trip air ticket for faculty member and up to 3 minor dependents 
(under 18 or attending school). 
Educational tuition for dependents through high school level. 
Housing and furniture allowances, 
Medical coverage for faculty member and family in government hospitals/clinics. 
One-month basic salary per year of service gratuity given at end of contract. 
Conference attendance, sabbatical leaves and research grants per University 
regulations. 
Summer and mid-year paid leaves. 


Application Deadline during one month from advertisement’s publication 


Please direct applications to the address below with current C.V. and the pertinent 
required dacuments as outlined above. 


Office of the Dean 
College of Administrative Sciences 
PO. Box 5486 ; 
Safat, State of Kuwait 13055 


Telephone: (965), 252-3217 
“Fax: (963) 252-3477 : 
SAS DEAN@ERUCOLKUNIVEDU.KW 
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Senior AERA (Accelerated Economic 
Recovery in Asia) Advisor 
United States Agency for International 
Development/Indonesia (USAID/Indonesia) 


USAID/Indonesia is seeking the services of a 
U.S. Personal Services Contractor (PSC) to 
-serve as a senior AERA Advisor to assist the 
Office of Economic Growth to develop and 
-implement a variety of programs centered on the 
issue for economic recovery in Indonesia. They 
include but are not limited to programs that will 
- assist the Government of Indonesia (GOI) public 
-and private sector to re-start Bank and Business 


| activities, strengthen Corporate and Financial 


-Governance systems and reform selected Public 
Sector Governance systems. The Contractor 
must also work closely with host-country policy 
< makers. He/she will report to the Director of the 
Office of Economic Growth or his designee. 


Qualifications: A combination of strong technical 
skills and experience in analyzing, designing and 
implementing development assistance activities 
as well as being adept at project administration. 
Masters degree is required in economics, 
banking, business finance, or international 
finance with a background in developing 
countries. A Ph.D. is preferred. At least fifteen 


| -years of experience in economic policy, banking 


or finance with a progression of increasingly 
responsible positions. Strong interpersonal skills; 
communication skills in Bahasa Indonesia is 
| highly desirable. 


The desired starting date for the position is 
immediate. The salary range is between US$ 
77,614 and US$100,897. The salary will depend 
on past salary history and experience of the 
successful candidate. 


All candidates interested in applying should fax a 
cover letter, SF-171 or OF612 and resume to the 
-| address below. Applications should be received 
_ |-atthe address below prior to March 3, 2000. 


: Thomas Stephens, Contracting Officer 
USAID/Contract Management Office American 
Embassy 
Ji. Medan Merdeka Selatan No. 3-5 
Jakarta 10110, indonesia 
Phone; (62-21)-3442211 ext: 2490, Fax No.: 
(62-21) 380 6694, (62-21) 348 30222 


Visit USAID web site for complete description of 
the position: 
“htp: Iiwnww.info.usaid.gov/procurement_bus_ 
opp/procurement/psc_ solicit 


MOMIST FEBRUARY 22TH 2000 


JOB HUNTING INTER TIONALLY? 


Executive $75K-500K+. Career searching into, within or out of oo 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co. uk- 


Fax: i a Email 
USA/Canada +1 202 4781698. epamerica@careerpath.co.uk | 
Europe +44 20 75048280 cpeuro 
Asia / M. East / Aus +662 2674688 i 


Nomisma 


Long-term and Short-term Consultants 


Nomisma SpA is a leading consulting firm based in Bologna, Italy, We have built a” 
solid reputation in the field of technical axsistance projects to developing countries 
and transition economies, in particular in Central and Eastern Europe and the former 
Seviet Union. 


In order to keep apace with our expanding activities, we are looking for LT-and'ST 
consultants in the fields of : 


(Ref. PSD) Private sector development (SME development, privatisation and 
restructuring) 

(Ref. PA) Public administration (institutional strengthening, PA management, 
civil service reform, cultural development, } 

(Ref. ET) Education and training (education management and financing, 
training planning and delivery, vocational, training} 

(Ref. ED) Economic and social development (regional development, structural i 
funds, preparation for EU accession) 


We welcome the CVs of all experts with experience in the above-mentioned fields, 
primarily in Latin America, the Mediterranean region and Africa, but also in he: 
CEECs and NIS. 

Requirements: EU nationality or_of the | heneficiary, countries; at least LO years" 
experience in any of the fields listed above; fluency in Englisa; French, Spanish 
and/or Portuguese, Arabic an asset. 


Please send us a detailed CV (Phare format) by e-mail (preferred mean) or fax, 
mentioning the reference(s) related to your experience and indicating your availability:, 
for LT and/or ST positions. Please include a signed letter mentioning “In compliance 
with the European Directive nO 46/95 on privacy, | give my consent to Nomisma SpA. 
to make use of my personal data and transmit them to third parties in the framework 
of technical assistance projects for which Nomisma SpA may tendar”, : 
Attn: Ms Mariangela Di Terlizzi, Nomisma SpA, Strada Maggiore 44, 
40125 Bologna Italy; e-mail: nomint@nomisma.it Fax: +39/051/232 209. 


DIRECTOR 


THE NEW YORK STATE CENTER FOR , 
ADVANCED TECHNOLOGY IN 
TELECOMMUNICATIONS 


The New York State Center for Advanced Tezhnology in 
Telecommunications and Distributed Information Systems 
(CATT) at Polytechnic University has a unique focus on technol- 
ogy transfer from the University to industry. Most of the Center's 
researchers are drawn from the faculty and students throughout 
the Polytechnic, with an additional group from Columbia 
University. Current projects range from advanced network design 
for a financial services company to new product development for 
an Internet-related start-up. 

The Director must be a dynamic leader who can apply University ; 
research and educational programs to stimulate busmess and eco- 
nomic development. He/she must be a person who enjoys innova» 
tion, marketing services to industry and working on interdiscipli- 
nary research projects. The ideal candidate will have an entrepre- 
neurial spirit and a strong academic background. Salary is nego- 
tiable and will be commensurate with experience. 

More information on the Center and this position is available at 
our website: catt.pelyedu 

Please send responses with resume to; Job# 2513, Prof. 
Shivendra S. Panwar, Chair, CATT Director Search Committee, 
Polytechnic University, Five Metrotech Center, Brooklyn, NY 
11201. email: panwar@catt.polyedu Fax: (718) 250-3074 


Polytechnic 


Brooklyn - Long island - Wake sacl 












The University of Nottingham 








































THE UNIVERSITY OF NOTTINGHAM BUSINESS SCHOOL (UNBS) 


The University of Nottingham Business School, located on a 
new purpose built, multi-million pound campus, achieved a grade 

4 in the last Research Assessment Exercise and a TQA Excellent rating. 
The School is committed to excellence in teaching and research. UNBS is 
now embarking on a major expansion of both its undergraduate and 
international (research-ted) graduate Business School programmes and 
further development of its research teams. The School is also at an 
advanced stage in developing a new ASEAN Business School operation on 
the University’s planned Malaysian Campus at Kuala Lumpur. 


Chairs in Business & Management 


UNBS invites applications from suitably qualified candidates in any of the 
major business school disciplines for up to four new professorships. 
Candidates must be able to demonstrate a track record of internationally 
recognised research and a commitment to researched teaching 
excellence. UNBS, in addition to its major undergraduate and postgraduate 
programmes, comprises the following research institutes /centres: 

The Institute of Work, Health and Organisation + The Centre for 
Management Buyout Research + The Christel de Haan Tourism and Travel 
institute + The Centre for Risk and Insurance Studies « The. institute of 
Enterprise and Innovation + The Centre for Enterprise in Emerging Economies 
A number of new centres are also planned and these are listed in the further 
particulars. In addition to the above chairs, UNBS is also seeking to appoint 
outstanding academics for chairs within the following research institutes. 


INSTITUTE OF ENTERPRISE & INNOVATION 

The institute is seeking to appoint two chairs within the new Institute of 
Enterprise and Innovation. This Institute was recently created through a major 
funding award from the UK (Office of Science and Technology) Government’s 
Science Enterprise Challenge and is an indication of the University/UNBS 
commitment to further enhance pure and applied research in this area. 


Chair in Entrepreneurship 

UNBS is seeking a researcher with a clearly established international 
reputation in the managerial/behavioural dimensions in the field of 
entrepreneurship with specific relevance to the priorities of the Science 
Enterprise Initiative. Candidates should also be able to demonstrate 
competence in the design and delivery of entrepreneurship programmes at 
master's level and beyond. 


Chair in Entrepreneurial Development 

UNBS is seeking an internationally recognised researcher with an 
established track record in the design and application of enterprise 
policies in practice. Candidates should also be able to convincingly 
demonstrate a reputation and track record in teaching both academic and 
practitioner-oriented entrepreneurship and enterprise courses. 


informai enquiries for the above posts may be addressed to Professor | 
Gow, tel: 0115 951 5505 or Email: lan,Gow@Nottingham.ac.uk. 


CHRISTEL DE HAAN TOURISM & TRAVEL INSTITUTE 


Chair in the Economics of Tourism & Travel 
The Institute, funded through a generous donation from Ms Christel de 
Haan, is committed to the establishment of an international centre of 
excellence in theoretical and applied research. The Institute is now seeking 
to appoint a second chair, The successful candidate will be expected to 
demonstrate an excellent international research reputation. Key areas of 
interest already being developed within the institute include. international 
analysis of tourism and travel, tourism and economic development, impact 
analysis, industrial economic analysis of tourism and travel and tourism 
and sustainable development 


informal enquiries may be addressed to Professor T Sinclair. 
tel: 0115 846: 6606 or Email: Thea. Sinclair@Nottingham.ac.uk. 










RECRUITMENT OF A REGIONAL INTEGRATION ADVISER FOR THE 
COMMON MARKET FOR EASTERN AND SOUTHERN AFRICA SECRETARIAT 


The Common Market for Eastern and Southern Africa (COMESA) Secretariat is 
seeking to recruit a Regional Integration Adviser, to be financed from a grant fram 
the Eighth European Development Fund, to manage a 4-year programme which is 
aimed at strengthening the organisation in its role as designer and co-ordinator of 
regional integration policies. 






















The main components of the Regional Integration Programme are: a Trade 
Liberalisation Policy, a Monetary and Fiscal Policy; a Private Sector Development; 
a Capital Market Development; and the Regional Integration Research Network. 











The post of Adviser will be a senior position within the Secretariat, The successful 
candidate will be an ACP/EU national and an economist with at least 10 years 
experience related to the tasks. of which preferably a significant time working in 
sub-Saharan Africa, (S)he will have knowledge of regional integration issues and 
proven report writing and communications skills in English. Knowledge of French 
would be an advantage. 






The Adviser will be based in the COMESA Secretariat Headquarters in Lusaka, 
Zambia and will be expected to travel frequently, Attractive remuneration 
commensurate with the seniority and responsibility of the position is offered. The 
successful candidate will be expected to take up his/her position as soon as 
possible. 
















Further information on COMESA can be found on the website at 
- http:/Awww,comesa. int. 










interested candidates should send their letters of application and CVs to the 
Secretary General by: 

mailto: COMESA Secretariat, Ben Bella Road, PO Box 30051, Lusaka. Zambia 
e-mail to: secgan@comesa int 

fax to: (260-1-22731 8) 













Applications should reach the Secretariat not later than 15th March 2000 








| EXCITING OPPORTUNITY TO JOIN LEADING | 
PROPERTY RESEARCH TEAM IN DYNAMIC ORGANISATION 







THE COMPANY” 

° Prudefitial Portfolio Managers Limited is a highly successful Fund Manager 
with approximately £144 billion of assets invested worldwide. 

« UK's largest property Invesement Manager with £9.7 billion invested 







in over 1000 properties. 






| 
| 
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| 
THE ROLE | 
« Contribute to investment. decision making as part of a multi-disciplined | 
| 
| 
| 
| 
| 
ti 
| 
| 
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SEFA 





ney team. 
* Use economic concepts and theoryto analyse national and local commercial 





property markets. 
Provide strategic advice and directions ro Property Fund Managers. 






Develop innovative approaches to analysing property markers. 






QUALIFICATIONS 
* Recent Economics graduate who may have up to 2 yrs experience. 
Masters Desirable. 







© Creative thinker with good quantitative skills is essential. 
* Outstanding written and oral commninication skills, coupled with flexible. 
team based approach, 














Salary for the above posts will be within the professorial range, 
minimum £38,730 pa. 

Further detalls.and application forms are available on the WWW at: 

http:/ /www.nottingham.ac.uk/persennel or from the Personnel Office, 
Highfield House, The. University of Nottingham, University Park, Nottingham 
NG7 2RD. Tel: 0115 954.3266, Fax: 0115 951 5215. 
Email: June.Pedlar@Nottingham.ac.uk. 

Please quote relevant reference number. Closing date: 18 March 2000. 
Chairs in Business. and Management - Please quote ref. MCM/131. 
: Chair in Entrepreneurship < Please quote ret. MCM/132, 

Chair in Entrepreneurial Development - Please quote raf. MCM/133. 

Chair in the Economics of Tourism and Travel - Please quote ref. MCM/134. 


30 Farringdon St. Landon, EC4A 4EA. Fax: 020 7634 1398. 


Please send e.v, starting salary, ref LA202840a, to BNB Assessment, | 
E-mail: bnb.assessment@bnbi.com Telephone: 7634 1348 | 





. 
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Bank for Research Assistant/Statistician 


‘Interna ti on a l The successful candidate wi!l join the Departmental Research ae section of the 


Settlements 


Monetary and Economic Department 


Job description Job requirements 


¢ Provide statistical and econometric e University: degree at masters level in 
assistance to economists and present economics, econometrics or statistics 
a findings in tables and charts, (strong background in econometrics 
The Bank for International required). ; 
Settlements is an international Develop and implement business Knowledge of information tedinology. 


financial organisation that PASA oe area of statistical Understanding of financial market data: 


AA ney ce a reliance on traditional programming Experience in applied econometrics. 
and provides banking services to languages. Fluent English. Knowledge of another. 
central banks and international major world language. 
Organisations. Based in Basel, 

Switzerland, with a representative 

office for Asia and the Pacific in . ” , : . ; 

Hong Kong, the BIS has around 500 The BIS offers attractive conditions of employment inan international environment and 
Sta from some 35 countries excellent welfare benefits. Information on the BIS, including research papers and other 
‘i : i publications, is available on the BIS web site. 

www.bis.org l ; 
chairs Candidates should send their application and detailed curriculum vitae together with: 
references to Human Resources, Bank for International Settlements, CH-4002 Basel, 
Switzerland, quoting reference 00632. 


Please note that applications received after 31 March 2000 cannot be considered. 








Consultancy opportuni dës : 





: 7 
IOIXIEIRIA 
As aresult of our growing business, OXERA (Oxford Economic Research Associates Ltd) 


—one of the UK’s foremost economic consultancies specialising in economic and financial 
/ OXFORD ECONOMIC RESEARCH ASSOCIATES analysis—is recruiting new entrants at consultant level. : 


| Weare interested in excellent candidates with general microeconomic backgrounds who have done postgraduate degrees in. 








economics. At the moment, we are also particularly looking for candidates with transport demand modelling experience or with 
experience in the communications sector, and for economists for OXERA Environmental Ltd, our environmental company. 


Our interests cover a wide range of business sectors worldwide: competition policy, financial economics, utility regulation, energy : 
~ and other modelling, and environmental economics. New staff are quickly involved in challenging projects for clients or in i 
OXERA’s own programme of events and publishing. Much of OXERA’s work is at the cutting edge and there can be few better 
places to apply your economic skills. Direct experience of one of our core sectors—energy, water, communications and trans- 
port—would be helpful to your application, but it is not essential. What you must have is: 





+ a first-class or very good upper-second-class degree and, ideally, a postgraduate qualification in economics or finance; 
* excellent writing and presentational skills; 

* self-motivation and the ability to work to tight deadlines; 

_ + eligibility to work in the European Economic Area. 


OXERA’s offices are in the heart of Oxford. We offer competitive salaries and good working conditions. OXERA is an equal 
opportunities employer. 

i Applications for all posts (curriculum vitae naming two referees plus covering letter) should be sent by March 10th to: 
‘Alison Gomm, OXERA, Blue Boar Court, Alfred Street, Oxford OX1 4EH, UK 


os tek +44 (0)1865 253000, fax: +44 (0)1865 251172 
“Interviews will take place at the end of March. For more information about OXERA, visit our web site at http://www.oxera.co.uk 
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EDF Trading Limited 


London 


Structured Origination Competitive Package 
BUSINESS ECONOMIST 


EDF Trading Limited is the recently formed trading arm of 
Electricité de France and Louis Dreyfus, and is presently 
establishing itself as a leading energy trading company within 
the rapidly evolving European energy market. These are 
exceptional opportunities to join the Company at a time of 
significant strategic development and progression 





CEBR - a fast-growing economies consultancy providing forecasts and economic 
analysis to a range of national and international clients - has a vacancy for an economics 
consultant, 













We welcome applications fram economics graduates (including joint honours 
graduates with a significant economics bias (2.1 minimum) and Masters candidates 
with previous experience in economics / business economics / quantitative 


i There are four vacancies for proactive and dynamic individuals 
LOSH ancy 


with excellent structured marketing skills, to focus on the 
United Kingdom, Germany, Benelux and Southern Europe. Key 
responsibilities of the roles will be: 





You must be eligible to work in the UK/EU. 














You will have excellent analytical skills and an ability to communicate effectively with 
nan-economists both orally and in writing. You will be expected to use data from a 
variety of sources for model-building and other forms of economic analysis. You will 
also liaise with clients, play an active role in business development, and present the 
results of your analysis in an incisive and accessible form. 


- New customer development 

- Product design 

- Production and implementation of structured end user 
energy supply contracts 



















You will bring us confidence, creativity and commitment as well as a strong sense of 
responsibility, commercial awareness and the ability to work effectively under pressure. It is essential that successful candidates have several years 
experience in marketing energy and derivative products, and 
have the ability to understand customer needs. Good | 
communication and presentation skills, a degree education, and 
fluency in English, and another relevant European language is 


also vital. 


We offer you the opportunity to work and develop your skills in a very demanding but 
extremely rewarding and supportive environment where you will learn quickly, We also 
offer a competitive salary - £20,000 ta £30,000 (plus bonus) depending on 
qualifications and experience. However an enhanced package may be available for more 
experienced candidates. 


Please send a CV and covering letter to The above positions are based in London, however, it is important 


Janice Clark that applicants are mobile and able to relocate if necessary. 
Managing Consultant 

CEBR 

Bartlett House, 9-12 Basinghall Street, London. EC.2V 5BH 


Telephone: (020) 7600 6661 
Facsimile: (020) 7600 6671 


Interested candidates should post, fax or e-mail their CV 
together with a covering letter including salary 
requirements to: Katharine Camerer Cuss, Human 
Resources, EDF Trading Limited., 3 Old Burlington Street, 
London W1X 1LA. Fax:+44 20 7851 7354. 
Email:katharine.camerercuss@edftrading.com 





email recruitment@cebr.com 




















Serving more than 4.5 million custome 


Econom i Policy Manager square kilometres. We provide both water and sewerage services and 


£40 000 car also. meet the requirements of over 130,000 business customers. 
cay : t Yorkshire Water is one of the most efficient water companies in the 
+ benefits 





UK.: We're also one of the most far-sighted. 


0, with-economic regulation due to bring exciting new: Challenges to 
whole of the industry in:the near future, it’s time to meet such 
challenges head on. Meanin to further develop our finai 
‘and regulatory strategy first and foremost and) review our. 
competitive stance, 


That’s where you. come in. 


At the very heart of our business, you will need to | 
a highly confident and credible business shaper 
«with a first or 2:1 in | Economies or a related 



















































Thus, you will be a key player in the team, i 

regulatory agenda both internally and externally, preparing 
responses to OF WAT and government proposals, and using your 
excellent interpersonal, communication and influencing skills to buil 
strong links across our business.and with external bodies. ~ 


If you're ready to point the way forward and would like further 
information, please submit your: CV along with current salary details. 
to Emma Reffin, Human Resources Department, Yorkshire Water, 
Cats , HR Service Centre, Western House, Western Way, Halifax ‘Road, 
Yorkshire Water - working toward Bradford BD6 2LZ. Tel: 01274 692 060. Alternatively, email: 
equal opportunities oma reffin@yorkshirewater.co.nk Please quote ref. RCIOL on all 
ano smoking company. correspondence. Closing date: 235 February 2000; i 
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© The Phare ACE Programme ` 
Action for Cooperation.in the field of Economics 













BUSINESS EDITOR 
BUSINESS OPERATIONS REPORTS 
5 DOIN VIENNA, AUSTRIA 









ANNOUNCEMENT 
Phare ACE Programme 1998 - Call for progosals 









of The Economist Group, and a world leader in its field, 
onomist Intelligence Unit provides international companies 
ith information and analysis on politics, economics and business. 
Our Vienna office is looking for an experienced business writer 

help edit our quarterly publication, Business Operations Reports, 
ind contribute to our daily electronic briefing service, the ViewsWire. 























The European Commission has launched a call for proposals for Phare a 
with a budget of approximately € 4.5 million for ACE grants, 


Phare ACE provides grants for research. projects, fellowships, schwtarships: seminar 
and conference participation. Since 1996, a particular effort has Been undertaken to 
increase the number of ACE scholarships for students from wentral European: 
countries who wish to complete a PhD in economics at an EU university or research: 
institution. 










You will commission, edit, research and write material to assist 
Western companies in their day-to-day operations in Eastern Europe 
and the former Soviet Union. You must have a flair for clear, 
concise business writing and a demonstrated ability to organise 
work smoothly around tight deadlines. Experience in Eastern Europe 
is ‘essential whilst proficiency in an East European language is 
desirable. 


Ani extensive benefits package includes a competitive salary, 
relocation, full health insurance and profit share. If you would 
like to apply, please send a copy of your CV, with a covering letter, 
samples of published work and details of current salary, to our 
recruitment office at the address below. Please quote ref: EIU033E. 
Closing date: Monday 28th February 2000. 







Proposals should address research topics inthe field of economie reforai in central 
European countries, Applicants from the candidate countries should place their topics = 
in the context of BU accession. 




















Deadlines for the submission of Phare ACE proposals are as foBows: 





* For research projects, fellowships, scholarships and seminar organisation the. 
deadline is 15 April 2000. 





* For conference participation the deadline is open, subject to availability of 
funds but not later than 31 May 2002. ne 






























For further information and application packages, please contact the ACE Programme 
Management in Brussels; : 






ACE Programme Management 
26, tue de la Loi 
B- 1040 Brussels 
BELGIUM 
Tek (432 2) 280 17 40 
Pax: (432 2) 280 14 06 
E-mail: ace98@gopa-brussels.com. 






THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 
15 REGENT STREET 
The Economist LONDON SW1Y 4LR 
Intelligence Unit EMAIL: jobs@eiu.com www.ciu.com 














Application forms will be available on. the Internet from mid-February: g 
(http: www.europa.eu.iny/comm economy. finance/phare, ace/ace, on, htm) 


__ BUSINESS & PERSONAL 


a a mera 


COURSES 


Legally & Ethically 

| ‘Worldtariff OWN YOJR OWN 
ide OFFSHORE BANK 

; Call: 310-376-3480 (USA) 

Fax; 310-798-3842.( USA) 


“offshoreanswers.com” 
| Worldwide: Business Consultants, Hic, 


MAY 21-25, 2000 
(oo... 3rd ICSC World 
| Congress/Spring Convention 
Las Vegas, Nevada 


B. AY 7% mh D. Many nade No — 
NO.COST evaluation! Send resume. 


6400 UPTOWN BLVD NE + SUITE 398:W 

Dept. 34 -ALBUG., NM B7TTO-USA 

yy «= 34 @centuryuniversity.edu 
1-800. 


| ‘The largest gathering of shopping 
| center professionals worldwide. 


| Over 30,000 attendees will discuss , 
“the latest trends in the shopping BUSINESS 


{ center industry. OPPORTUNITIES _ 


he Convention includes: 





www.worldtariff.com/econ 


BAHAMAS FOR LESS. $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 
Beautiful RCI affiliated Gold Crown resort. 
Up to 2 adults and 2 children, 
rate is room only, see our website 
www.sandyport. com/samplereco 
Fax: (242) 327-8665 Tels (242) 327-8500 






«A trade exposition with over 
400 exhibitors 
Over 100,000 square meters of 
Deal Making at the Leasing 
Mall -.700+ companies 
~ International Design & 
; Development Awards 
Powerful, innovative, and state- 
of-the-art educational sessions 


Financing Worldwide from $10 mill. 
To $5 bill. & up. 7'/:% 
Acquisitions Mortgage Corporation 
215-343-9180, Fax 215-343-5969 
3146 Bristol Rd. Warrington, 
PA, USA 18976 


For further information, please 
contact: 
Tel: (212) 421-8181, ext. 317 


On-line: www.icsc.org I NTERN ATI ON AL 


PROPERTIES 
$< 


Say SWITZERLAND 


Attractive 
5 bedrooms, from Sr Say O00 ‘000. Sale to Non- 
Swiss citizens authorized. Leading company 
established in 1975. Experience. Discretion. 
Shopping Centers 
665 Fifth Avenue 
New York, NY 10022 





TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Stephen Welch 
New York 
Tel: (1-212) 541 5730 Fax: (1-212) 247 1325 
email: stephenwelch@economist.com 
















Lake Geneva & Alps Evanna Kearns 
views. 1 to London 


Tel: (44-171) 830 7000 Fax: (44-171) 830 711 
email: evannakearns@economist.com 


REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 
Tel. +441 22/734 15 40, Fax 734 12 20 
www .revac net 






or 

Nathalie Henault 
Paris 

Tel: (33-1) 53 936608 email: nathaliehenault@economist.com 
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BUSINESS & PERSONAL 


AVAILABLE BY OFFSHORE COMPANIES 

EUROPEAN BANK TRUSTS FOUNDATIONS 

- LETTERS OF CREDIT Over 15 years of specialist company formation 
* STANDBY LETTERS OF CREDIT & management services 


+ PROOF OF FUNDS For o no-obligation confidential consultotion 
+ INVESTMENT LOANS together with free explanatory brochure contact 


- FINANCIAL GUARANTEES WORLDWIDE CORPORATE 
FAX APPLICATION TO BANK SOLUTIONS LIMITED 


eee ely TEL. +44 1624 827153 
E-MAIL 
info@capital-available.com 







The ultimate authority on the world’s best hotels 
hideawayreport.com 





FAX. +44 1624 827154 


E Mail selstions @oiysys.te.uk 





OFFSHORE 2™ CITIZENSHIP 
& 


Henley & Partner, Inc. 


TAX - FREE OCIA PRO 











Raymond Terry Gibsor ANALYSIS 


Companies world - wide à x S 7 RE Py = oan 
FA +44 1481 832 581 
thew { f trati u! WWW HENLE PARI NER COM 
tel faxiinail fo din niee BY GOVERNMENT 
APPOINTMENT 
UNNI t D KING DOM 
L AV E C O Ltd 
ADARE ONS HANDWRITING 


tee gaa documen Aso api to call.US, UK, France, 


VSTE tio 1 
Phillippa Lavell FAE 
9 Village Close, London NW3 5AH 
Tel: +44(0)171 794 6060 
Fax: +44(0)171 431 4699 





HUNGARY 


Tek +36-1-2 o-S1 


Germany, Sweden Norway, 
Austr. ia, na h from 
anywhere in the world 


bun i ee 44-14 





E-mail: lavecotmail matas hu 


ROMANIA 





























SS. VS ë w 





fel) +40-92-326-329 
Bie v 4 i ne New Authors (plus ultra low rates to all other destinations) 
5 z RUSSIA P J Publish Your Work ‘when using Net2Phone Pro™ System (one time fee nof included) 


ALL SUBJECTS CONSIDERED 





write or send your manuscript te 


ne B ESS 


315-317 GENT STREET 





Call: 201.287.8400 Fax: 201.287.8434 
economist@newworldtele LX XWORLD} 


w.newworldtele.com Coens 3 





LONDON WIR 7YB. ENGLAND 


www. minerva-press.co, uk 





1402 TEANECK ROAD - SUITE 114 -+ TEANECK, NEW JERSEY + 07666 - USA 


mua 
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% change at annual rate The Economist poll 


GDP forecasts 


i PRICES AND WAGES. Average hourly earnings in America’s non-farm private sector rose by 

| 0.4% in January. They were 3.5% higher than a year before, or about 0.8% in real terms. German 

| wage inflation slowed to.1,5% in the year to November, a 0.5% real rise. Producer-price inflation 
in the euro area accelerated to 4.0% in the year to December. 


Consumer prices* 





OUTPUT, DEMAND AND JOBS In January A America’s unemployment rate fell to 4.0% of the the 
labour force, the lowest level since January 1970. The volume of its retail sales grew by 81% in the 
year to December. Germany's industrial-production growth accelerated to 2.8% in the year to 
December. Japan's third-quarter Gor was revised down slightly. 





The Economist poil 
consumer prices forecast 







COMMODITY PRICE INDEX 

MMM The price of palladium powered 
| toan all-time high of nearly $600 an ounce 
in London this week, double its value in 
| May last year. Platinum reached $548 an 
| ounce, its highest level since April 1989. The 
price of rhodium, a related metal, has also 
| soared. Russia normally supplies two- 
thirds of the world’s palladium, and 20% of 
its platinum. Since 1997 its shipments have 
been delayed in the first halfof each year by 
political wrangling. Only Norilsk Nickel, 
which has a ten-year export quota, has 
shipped palladium this year; platinum and 
rhodium exports dried up early in 1999, 
thanks to a poorly worded law. The metals 
are used to make catalysts’to clean car-ex- 
haust fumes. Demand for palladium from 
the motor industry has more than doubled 
in three years and it now uses nearly three 
times as much palladium as platinum. 
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France 


Germany _ 
italy 


| E ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 
of their predictions for economic growth, 
inflation and current-account balances for 
15 countries. The table also shows the high 
and low forecasts for growth. The previous 
month's forecasts, where different, are 
shown in brackets. Once again, our fore- 
casters have become more optimistic about 
economic growth this year, raising their 
predictions for 11 countries and the euro- 
zone. They now think that three countries 
(Australia, Spain and the United States) will 
grow by 4% this year. Since November the 
forecast for American growth has risen by a 
whole percentage point. The panel has cut 
its prediction of Japanese growth this year, 
as well as trimming its estimate for 1999. 
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stocks lifted several markets to all-time highs. Frankfurt and Milan both gained 6.4%. 
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MONEY AND INTEREST RAT ES Amean long. bond yidi rose a bit, having dropped pre- 











| 
cipitously in the two weeks to February 3rd. Japanese 10-year government-bond yields hit an 11- | 
week high of 1.9%0n February 8th. The Bank of England raised its repo rate on February 10th. | 
‘5 g Interest rates % p.a. (Feb 9th 2000) | 
“3-mth money market banks 2-year 10-year gov't corporate | 
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STOCKMARKETS Tokyo's Nikkei 225 rose by 2.2% in the week to February gth, closing above | 
20,000 for the first time since July 1997. Continuing strong demand for telecoms and Internet | 
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TRADE, EXCHANGE RATES AND BUDGETS The yen fell to a five-month low of ¥109 to the dollar on February 8th. The euro gained 1.2% in 
trade- weighted terms in the week to February 9th. Germany’s visible-trade surplus grew to $67.8 billion in the 12 months to December, Its cur- 
rent-account deficit widened to $18.0 billion in 1999, compared with a deficit of $3.6 billion in 1998. 





ec ROSS BORDER INVESTME IN T Foreign 
direct investment (Fpi) suwged by 25% in 
1999, according to new data from UNCTAD: |: 
Total roi (which does not include i mtema- | 
tional portfolio investmen: in equity and. 
bond markets) reached $827 billion world- 
wide, up from $660 bilión in 1998: The main - 
reason for this was the growth in cross-bor-: 
der mergers and acquisitions, and: not 
green-field investment in new factories and. | 
so forth. Also, international investors, who 

were stung by the Asian economic crisis in: | 
1998, regained their enthusiasm for direct | 
investment in emerging economies. Britain 
replaced America as the world’s largest for: | 
eign direct investor: But America remained | 
the leading recipient of ror Sweden re- 
placed Britain as the leading recipient with- 
in the European Union. 
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B POLAND A decade after launching its 
| ambitious reform programme, Poland: is 
| easily the most successful of the big transi- 
| tion economies. Although growth slowed 
| in 1998 and 1999, Poland was one of Eu- 

rope’s fastest-growing economies during 
| the 1990s. According to the orcp's latest 
| country report, Poland faces two big macro- 
| economic challenges. The first is to con- 
tinue to keep inflation under control. (The 
central bank has announced a medium- 
| term inflation target of below 4% by 2003). 
The second challenge is its current-account 
| deficit, which reached 6-7% of Goer in 1999. 
| One way to trim the external deficit is 
| greater fiscal tightening. Poland’s fiscal dis- 
cipline has recently slipped: the oc esti- 
| mates that its general-government budget 
| deficit widened to 3.5% of Gpe in 1999. An- 
| other black spot is unemployment, which 
l rose to 11.4% last year. Poland now. has the 
| highest unemployment rate among central 
| European geco countries. 
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ECONOMY Brazil's o Gpe grew by 34%in hey year to.the fourth A efis 1999; in inthe year asa 
whole it grew by 0.8%. The country's 12-month rate of industrial-production growth quickened 
t088% in December, up from 4.5% in November. The 12-month rate of consumer-price inflation 
rose to 0.5% in India in December and to 0.5% in Taiwan in January. 
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FINANCIAL MARKETS Moab d by 14. skduring the dokk to Pepa, ak cantly due 


to expectations of a deal with the London Club creditors. Warsaw rose 10.3% over the week, hit- 
ting a new high, helped by gains in its telecoms sector. Hong Kong rose 6.5%, led by China Tele- 
com. Bangkok lost 3.1% as investors lost confidence in bank shares. 
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*Froxy, because af lack of interbank market 


| Sources: National statstics offices, central banks and stock exchanges, Pomark Datastream; EIU, Reuters, Warburg Dillon Read; J.P Morgan, Hong Kong 
| Monetary Authority, Centre for Moniionng Indian Economy, FEL, EFG-Hermes, Bank Leumi Le-istael; Standard Bank Group, Garariti Bank: Deutsche Bank; 
E Russian Economic Trends. 
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SAMSUNG DIGITal Simply the be-all and end-all. Samsung Digital’. We spell it differently because 


everyone's invited» we do it differently. Introducing a new language of advanced products, all 
designed to make your life easier, richer and more enjoyable every day. Watch the best TV picture. High 
definition. High style. Download the newest music from your computer and take it with you. Receive web 
data and e-mail on a wireless phone. Connect and create on an ultra-thin flat screen monitor. All-enabling. 


All-connecting.All-inviting. Come in to Samsung. www.samsung.com. Everyone's invited. 
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www.exxon.mobil.com 01999 Exxon Mobil Corporation 


Whoever said the world’s getting 
smaller never had to fuel it. 

Each year millions of people become drivers. 
As their demand for energy grows, so does 


the complexity of providing it. To meet 








their needs will take an infu- 
sion of new ideas, technology 


and talent. As ExxonMobil, 


that’s what we will have. One thing that won't 


change is where these new drivers go for 
help. The familiar faces of Esso and Mobil will 
still be there to assist them. ExeonMobil 
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Actually, the good 
news Is great minds 
don't think alike. 


At Goldman Sachs we believe the best ideas come from a room full of differing 
opinions. With our substantial global resources, we're able to bring different 


minds and disciplines to the table. The result is out-of-the-box thinking 


instead of conventional solutions. And that's news everyone can agree on. 
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Think of all the ideas you put on paper. 
In China, that’s a lot of paper. 


That’s why we helped Asia Pulp and Paper 
build the fastest mill in the world. ABB 
also created a new generation of integrated 
automation that can monitor and operate 
the entire plant from a single screen. At ABB, 
we believe the most important thing 

we build today is knowledge. Because the 
power that will drive the next hundred 
years is the power of ideas. 


www.abb.com 
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tween religion and reform, pages 22-24 


ASIA 
27 Getting to know Pakistan's dictator 
28 Japan’s China embarrassment 






BUSINESS 








28 Explaining Indonesia's president 
| 30 Central Asia’s border troubles 

32 Gis return to the Philippines 51 

32 Sparring over the Spratlys | 


EUROPE 
The Balkan economic paradox 
No let-up in Chechnya 
The end for Germany’s Schäuble 
| UNITEDSTATES | 
33 Now for foreign policy 
34 Primary colour 
34 The Reform Party splits 
35 Warcrimes and Korea 
38 Benetton on death row 
41 Lexington: The Republican elephant 


Austria’s new government 
Spain’s immigration debate 
Disaster on the Danube 


Charlemagne:Wim Kok, modest 
Dutch reformer 


BRITAIN 


| THE AMERICAS 57 Tony Blair’s European strategy 


43 Agood start for Argentina’s new man 
44 Problems for Venezuela’s Chavez 

45 Ecuador's dollarisation bill 

45 Mexico's foxy presidential challenger 
46 British Columbia’s political brawl 


58 Blairon the euro 

58 Britain’s secret cannabis trials 

59 Northern Ireland’s new crisis 

60 Bagehot: Labour’s disgruntled left 











) i ) New fiction, from 
od ERER eVIE Matsa: 4 
47 Zimbabweans say no . Susan Sontag an 
OF BOOKS others; India’s 


48 Angolans stunned by fuel prices 
48 South African editors accused 
50 Israeli maps that Palestinians hate 


bomb, America’s courts, Ruskin’s later years; 
mathematics, freemasons, new short stories: 
14 pages of book reviews, after page 56 


50 Aid officials in Iraq resign J... at central banks 
— — 














wwweconomist.com “a ALY ENS, 
W a aa a r 
THE ECONOMIST IS AVAILABLE ON THE INTERNET BY 10PM yan ON THURSDAY 


LOFTORIAL OFFICES IN LONDON, AND 


KOK BEIJING BEIRUT BERLIN BRUSSELS DELHI FOINSURGH FRANKFURT HON 





ONG JOHANNESBURG 





ior k 
PRINCIPALE 

FAX: 44207830 2968/9 
108 GLOVCE 


OMMPECTALOFTICH 


2547 JAMES'S STREET © LONDON BWIA ING © TEL: 442078307000 © yan WEST 


25/F DAN SING FINANCIAL CENTRE © STER ROAD © HONG KONG 


a 


2000 THE ECONOMIST NEWSPAPER LIMITED. NO REPRODUCTION 1) PERMITTED IN WHOLE OM PART Witt 








4 
VOLUME 354 NUMBER 6158 x 


mara (r) Nanhai rs Brini 





Es Coc ALRUR aa 


$2 2585 3888 


ot | | 
© PAX! 852 IRONI 


T 





61 Japan’s new entrepreneurial spirit 
62 
63 
64 
65 
65 
67 


Teaching enterprise in Japan 
The Ft v the Wall Street Journal 
Hong Kong's telecoms tangle 
The car makers’ car maker 

A high-tech mess in the Amazon 


Face value: Andre Lee, an Asian 
financier seeking redemption 





FINANCE AND ECONOMICS 
69 The spread of digital currencies 
70 Virtual banking 
71 Latin stockmarkets liquidity troubles ' 
71 Blipsin the gold market 
72 Barclays’ new boss 
75 Russia reschedules its debts 
75 Tokyo's impending bank-tax 


76 Economic focus: Mancur Olson, 
anarchy and poverty 





SPECIAL 
79 Francois Pinault, a mysterious French 
businessman 


SCIENCE AND TECHNOLOGY 
83 A strange brew of galactic soup 
84 Examining an asteroid 
84 Attacks on the Internet 
85 Anewrecord of global warming 


MOREOVER 
86 Museums (and controversy) galore 
87 The museum beside the pyramids 


OBITUARY 
90 JiPengfei, Chinese survivor +, 





INDICATORS 


108 Economic and financial statistics on 15 
developed countries, plus closer looks 
at rubber, taxes on wages, and real 
returns 


uo Economic and financial statistics on 25 
emerging economies, plus a closer look 













JA 





Austria's far right 


Sin—The success of Jorg. Haider 
and Austria's Freedom Party 
(“Austria’s rancid choice”, Febru- 
ary 5th) is a symptont of the same 
problem faced by Martin Luther 
King who said: “The Negro’s great 
stumbling block in his stride to- 
wards freedom is not the White 
Citizen’s Councillor or the Ku 
Klux Klanner but the white mod- 
erate who is more devoted to or- 
der than to justice; who prefers a 
negative peace which is the ab- 
sence of tension to a positive 
peace which is the presence of 
justice.” 
Just as the poor, who have 
~ nothing to lose, are a breeding 
“ground for communism, so the 
< moderate and wealthy are the 
prey of the extreme right, whose 
ideas sound so reasonable to 
those who will do almost any- 
thing to keep what they have 
worked for. The small-minded 
. and timorous moderate Austrians 
- fear an invasion from Central Eu- 
rope with the loss of jobs, insecu- 
rity and all else the extreme right 
conjures up to justify its lack of 
tolerance and compassion for 
those seeking a better life. But if a 
needy Europe is now at the doors 
of the wealthier West, thanks to 
the removal of the Iron Curtain, 
Austria would do well to remem- 
ber its own role in giving rise to 
communism in Central Europe. 
Brussels J.S. HORNER 


Sirn-~As a citizen of a state whose 
image has gone straight from lov- 
able waltzers to international out- 
cast, I am glad of your moderate 
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and balanced evaluation of the 
political developments in Austria. 
I disagree that: Austrians “want 
[Mr Haider] in. government”. I am 
in the 73% of Austrians who did 
not vote for: Mr Haider. 1 and 
many others would not touch 
him with a bargepole. Yet the tu's 
hysterical. reactions’. will only 
strengthen Mr Haider's standing. 
What a quagmire: 
Vienna SUSANNE LENHART 































Sr~It is remarkable how little 
trust many eu leaders seem to 
place in the union’s institutions. 
Instead of expecting a new gov- 
ernment of a member state to re- 
spect EU treaties. and principles as 
a matter of course, and relying on 
EU institutions to take appropriate 
action if this is not the case, states 
have taken bilateral action against 
Austria. This will cause enormous 
damage to the ambitious task of 
deepening and enlarging the eu. 
Who can now expect hesitant 
members to join monetary union 
or to give up sovereignty in other 
fields? What politician of a po- 
tential member will tell his elec- 
torate to vote for entry to an EU $0 
distrustful of its own democratic 
institutions? 


PETER PAIL 





Demonising Muslims 


Sir--You give a clear insight into 
how an undercurrent of prejudice 
can be tapped effectively and in 
turn fed through film (“Israelis 
whom Egyptians love to hate”, 
January 2and). With events in the 
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last century having left a deep 
scar on our collective psyche, the 
example of the demonisation of 
Jews is particularly poignant. 

However, the last decade has 
seen the demonisation of another 
far larger group: Muslims. Holly- 
wood. has produced a rash of 
films which reinforce the image 
in the West of Muslims as violent, 
threatening and monolithic. The 
press, both tabloid and broad- 
sheet, continues to depict Mus- 
lims in ways which would simply 
not be acceptable for any other 
group in society. 

Outside the West, things have 
gone one step beyond. In India 
the demonisation of Muslims has 
sometimes received official sanc- 
tion. | quote from an elementary 
maths paper from the state of Ut- 
tar Pradesh: “If it takes four Sa- 
vaks [Hindu religious workers} to 
demolish one mosque, how many 
does it take to demolish 20?” 


T, SADIKALI 
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Keeping the N in NGO 


Sır—You suggest that the rela- 
tionship between non-govern- 
mental organisations and gov- 
ernments can be unhealthily 
close and that NGo impartiality 
should be questioned (“Sins of 
the secular missionaries”, January 
29th). While this may be true for a 
small number of organisations it 
misrepresents the way that most 
NGOs work. For many years NGOS 
have known that as well as pro- 
viding emergency relief and fund- 
ing development projects they 
must also try to influence the pol- 
icy agenda. ngos have become 
agents for change. Oxfam is ex- 
plicit about its work in lobbying 
on a range of issues including uni- 
versal primary education, fair 
terms of trade for developing 
countries and solutions to the un- 
derlying causes of conflict. 

All our activities require us to 
work in alliance with others, in- 
cluding some governments, mul- 
tilateral agencies and even multi- 
national companies. NGOs are 
small players who seek to punch 
above their weight because of the 
urgency of the issues and the lev- 
els of suffering and poverty we 
encounter in our daily work. 
Sometimes, when we share agen- 
das, we work in co-operation. At 
other times we campaign to 







change agendas. 

Oxfam agrees with the greater 
need for NGo accountability and 
coherence. We co-authored the 
code of conduct, which you men- 
tion, governing the activities of 
humanitarian agencies. We are 
bound by the laws of the Charity 
Commission. Most important, we 
are accountable both to over 
600,000 Oxfam supporters, who 
trust us.to spend their donations 
effectively, and to our beneficia- 
ries. They are the most powerful 
arbiters of all. 

Justin ForsytH 
Policy Director 
Oxfam 


Sirn—We applaud your attempt to 
take a closer look at the NGo sec- 
tor but you could be more spe- 
cific in your criticism. You criticise 
everything and no one. 

At Médecins Sans Frontieres, 
we will continue to do all we can 
to avoid becoming government 
“puppets”. Independence from 
government and reliance on the 
support of some 2m private citi- 
zens will always be central to our 
mission. When we lose that battle 
we will shut down. The figure of 
46% government funding that 
you quote has no significance in 
itself. It refers to 1997, when fund- 
ing was split almost equally be- 
tween donations from 26 differ- 
ent governments and from eu 
and un bodies. 

Otherwise, given your ideolog- 
ical position, we are surprised 
that you do not seem to support 
engaged pluralistic action. 

J.M. KINDERMANS 
Secretary General 


Brussels MSF 


Str—Results clearly matter for 
NGOs, not only for funders but 
also for the communities they are 
trying to help. However, there is a 
crucial difference between want- 
ing to know about results—not 
least to learn lessons in order to 
enhance future performance— 
and letting funding decisions be 
driven by results. 

When donors:channel funds to 
those organisations and activities 
which perform “best”, NGos are 
encouraged to move away from 
projects: involving poorer people 
and communities both because 
the costs are-likely to be greater 
(they are ofteri more inaccessible) 
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LETTERS 


than dealing with the less poor, 


and because the prospects. of: 


achieving financial sustainability 
are worse. Also, NGOS are encour- 
aged to move away from experi- 
mental and innovative activities 
where the results are likely to be 
“uncertain or from long-term ac- 
tivities where the results are not 
as immediate. 
it is our hope that all gov- 
‘ernments will continue not only 
to fund but also to encourage 
NGO activities rooted in the com- 
mitment to eradicate poverty 
both directly and indirectly, not 
least because they are different 
from governments. And when 
poverty has been eradicated 
across the globe, we, for one, 
would be happy to disband. 
ROGER RIDDELL 
International Director 
Christian Aid 


< Reconciling East Timor 


’ Str—A joint Indonesia, East Ti- 
“mor and international tribunal 
‘under UN auspices is the best way 
to serve justice for the East Timor- 
» ese (“In search of truth and jus- 
tice”, February 5th). This is the rec- 
ommendation of the un Human 
Rights Commission and would 
enable all those with a stake in 
the verdict to take a role. 
Indonesia could move its frag- 
ile democracy forward by holding 
members of its military account- 
able for some of its many crimes. 
East Timorese, who saw their 
lives threatened and country de- 
stroyed, would have a major say. 
„And the un, in addition to seeing 
that those responsible for “crimes 
against humanity” are held to ac- 
count, can send a strong message 
that efforts to undermine an 
_-agreed-on internationally sanc- 
- tioned vote will not be tolerated. 
Jonn MILLER 
East Timor Action 
Network/us 
Maaiman neient 


= Fujimori runs again 


Sir—Your article on President Al- 
berto Fujimori (“The Andean au- 
tocrats dig in for the long haul”, 
February 5th) is shockingly inac- 
curate. Nobody has been able to 
state clearly the constitutional 
rule that would forbid Mr Fuji- 
mori being a candidate for a third 
term. The Argentinians included a 
transitory clause in their new 
constitution to. impede Carlos 
Menem from running again. The 
Peruvian coristituents, including 


6 





the apressa 





: m in: the assembly, 
did not do this. Furthermore, the 
three members of the constitu- 
tional tribunal who were sacked 
by Congress were sanctioned be- 
cause they save an illegal ruling in 
the abserice of the other members 
of the tribunal. 

We can pass:away the innu- 
endo of a political machine “set 
up on corporatist lines” as irrele- 
vant and biased, but not the af- 
firmation that Baruch Ivcher was 
stripped both of his nationality 
and his television station. The first 
is true (I resigned as foreign minis- 
ter because of that). but. the sec- 
ond is false. His partners took his 
television station. 

Last but not least, do you want 
the Peruvian government to gag 
the yellow press for the pleasure 
of the opposition? 

FRANCISCO TUDELA 
Peruvian Ambassador 


New York to the UN 


eee eee s 
| Editor's note: Mr Tudela is Mr 


t 
| 
F 
, Fujimori’s vice-presidential can- 
t 
| 





| didate in Peru’s general election 
| on April gth, 
ioe $ 





Non-corrupt Nigeria 


Sin~In your survey of Nigeria 
(January 15th) you say that the Pe- 
troleum Trust Fund was Sani Aba- 
cha’s “most blatant scam”, How 
you come to this astonishing con- 
clusion is bewildering. The pre, 
which I had the honour to lead 
for four years, conducted its af- 
fairs according to internationally 
accepted standards of account- 
ability and transparency. We un- 
dertook many verifiable projects 
including the repair of 12,500km 
of roads, and the provision of 16 
ferries, 126 buses, 4,798 motorcy- 
cles and 57,772 bicycles. Other 
projects included the provision of 
educational and health facilities, 
and water supplies. 

The prr was the first gov- 
ernment agency in Nigeria for 
many years to publish its audited 
accounts on time. To say that this 
auditing was not independent is 
incorrect. Peat Marwick audited 
accounts which were made pub- 
lic for 1996, 1997 and 1998. My 
hand-over notes contained au- 
dited accounts from January ist 
to March 31st 1999. 

Also, you may wish to ascer- 
tain from representatives of the 
World Bank, Unicef and the wHo 
the impact of pre on various so- 
cial sectors, all accomplished 
from an income base of around 


114 billion naira ($52 billion) over 


the four-year period. To call the 
PTE a scant is singularly inappro- 
priate and unfortunate. 

General Abacha’s administra- 
tion achieved much considering 
the circumstances the country 
found itself in at the time and for 
this he received the approval of 
many. Equally, many blamed the 
administration for poor manage- 
ment, lack of transparency and 
insensitivity to human rights 
among other weaknesses. Al- 
though there are those who see 
nothing commendable about the 
late general and all he did, history 
will be the best judge. It seems 
clear that your lack of objectivity 
about pre was influenced by 
those who hold and spread this 
latter view which is unwhole- 
some, one-sided and subjective. 
Kaduna, MUHAMMADU BUHARI 
Nigeria General (retired) 


Sir--What has driven Nigeria to 
its current state has been over- 
reliance on oil and a perpetual 
battle at the top to benefit from it 
personally. Nigeria’s challenge is 
how to instil confidence in di- 
verse and impoverished citizens 
that have grown to mistrust gov- 
ernments over the years. This can 
only come about through mea- 
sures that will help the develop- 
ment of a non-oil economy and 
so improve the living standards of 
Nigerians and sedate the desire to 
control oil revenues. 

Stimulating commercial agri- 
culture and reversing the tide of 
migration to urban areas is essen- 
tial. This requires land reform and 
a competitive exchange rate. For 
non-oil industry, a greatly im- 
proved infrastructure is a prere- 
quisite. A publicly funded prim- 
ary-health system and education 
for the poorest are also required. 

In the short term, pay and con- 
ditions for civil servants and the 
army must be improved, the ex- 
ternal debt must be serviced, and 
oil companies must be paid for 
the government's share of joint 
ventures. How does the current 
government propose to meet 
these obligations? By increasing 
oil production. 

With all due respect to Presi- 
dent Olusegun Obasanjo’s at- 
tempts to reform Nigeria, any fu- 
ture leadership could resort to 
abusing increased oil revenues as 
have past leaders. Controlling and 
financing the institutions of state 
from oil revenues and the patron- 
age that these revenues buy have 
been the essential tools of power 


‘in Nigeria. Increased oil produc- 










tion can only reduce the incen- 
tives. for reform for any. future 
government, Is Mr Obasanjo tear- 
ing the social fabric that sustained 
the old “me next” system and will 
he survive it? Pumping out more 
oil may not be the answer. 

London GHALIB JAFFER]! 


ee ee ee ee ee ee eee | 


Multinational menace 


Sir—Given your liberal creden- 
tials, it is surprising that you 
should give such an unequivocal 
endorsement of multinational 
corporations (“The world’s view 
of multinationals”, January 29th). 
They undoubtedly constitute the 
biggest single threat to the free 
market. One of the principal pre- 
conditions of a free market and 
the optimal allocation of re- 
sources is an unlimited number 
of buyers and sellers such that 
none can influence prices. 

In effect, multinationals are 
creating a global oligopolistic 
market in areas as diverse as me- 
dia, steel and software. The con- 
centration of market power in the 
hands of the few is already lead- 
ing to price-fixing and political 
lobbying of democratic states in 
order to defend the interests of 
multinationals. As liberals, is this 
something we should celebrate? 
Oxford. SEBASTIEN BRACK 





Presidential 


Sir—Your cover photograph of 
John McCain (February 5th) 
shows very clearly an attribute he 
shares with Richard Nixon. The 
crowns on his top teeth are a 
completely different colour from 
his own teeth in his bottom jaw. 


Uppingham, 
Rutland COLIN FORSYTH 
Sirn—Your cover shows Mr 


McCain bearing a remarkable re- 
semblance to Charlie Chaplin. Is 
this an asset or a liability in the 
race for the White House? 

Dundee Tony JACKSON 


Sir—I fail to see why you find it 
noteworthy (Primary colour, Feb- 
ruary 5th) that Bill Bradley 
(Princeton and. Oxford) has a 
lower sar score than George W. 
Bush (Yale and Harvard). 

A. JAMES 
Emeryville, VAZQUEZ-AZPIRI 
California Princeton and Harvard 
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AFRICAN DEVELOPMENT BANK 


The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution established in 
1964 to foster economic growth and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia, and 
the Americas. It is based in Abidjan, Côte d'ivoire, West Africa. Nationals of member countries are invited to apply for the 
following positions. 
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AMINA COORDINATOR - VICE PRESIDENCY OPERATIONS (Ref. VN.ADB/00/03) 





Under the general supervision of the Vice-President, Operations, the incumbent will be responsible for managing the ADF Micro-finance for Africa (AMINA) program of work of 
the unit and for recommending on all funding requests and deciding up to his/her level of authority. The specific principal duties and responsibilities include the following: develop 
and implement the AMINA fending program: develop and implement policies, guidelines, procedures and criteria for the management of the program, including promotion aspects: 

identify, evaluate and seléct partners and supervise (he appraisal of their requests for grants: supervise and co-ordinate all AMINA project and non-project activities; approve or 
recommend for approval all Grants and Loan. Requests, prepare the anual Lending Program and submit it for approval to Senior Management and the Board: monitor and report 
regularly on the effectiveness of AMINA activities to Vice Presidency Operations and to the Board: ensure adherence to internal controls and procedures; liaise with and provide 
advice on policies and micro-finance components of projects to other ADB units; liaise with bilateral donors and other MDBs. Qualifications: at least a post graduate/Master's 
degree in Finance, Economics, Sector Economics or other related areas; at least 7 years of relevant experience: management experience in micro-finance programs, including 
design, implementation and evaluation of projects, particularly in the African context: experience in the design, preparation appraisal and monitoring of the implementation of 
projects, with a focus on micro-projects; practical experience with micro-enterprises and income generating activities; organisation and analysis of micro-finance institutions; 
familiarity with commercial bank procedures working with micro-finance programs; knowledge of and experience in survey research relating to the poor; co-ordination with donors, 
host country governments, NGOs, and private sector companies. 


PRINCIPAL INTERPRETER — SECRETARIAT GENERAL (Ref. VN. ADB/00/09) 











C Under the général supervision of the Manager Interpretation and Conferences Division, the incumbent is required to interpret from French into English. He/she will provide high 

level interpretation (simultaneous and consecutive) into one of the Bank’s official working languages at meetings of the Boards of Governors and Boards of Directors including their 

idiary organs, African Development Fund Replenishment negotiations, General Capital Increase meetings, Senior Management meetings and highly specialized meetings such as 

those of the Asset and Liability Management Committee and the Administrative Tribunal proceedings, meetings organized in conjunction with the Bank’s development partners, 

training: sessions, ete; some of these meetings concern complex subjects such as capital market operations, swaps operations, ete., and or/highly confidential in camera 

essions; research. the subject matter of the assigned meeting to prepare for meetings; study Bank basic documents and policy papers to be conversant with Bank operations, policies, 

procedures and rules and regulations; prepare glossaries on technical topics in contribution to the Bank glossary effort, act as team leader, where necessary, coordinating 

interpretation and conference activities at the meeting or mission assigned, Qualifications; at least a post graduate/Master’s degree in Interpretation, or related areas; at least 6 
years of relevant experience; experience in similar international organisation may be an advantage; excellent grasp of concepts of Finance, Economics, evelopment ete. 





Under the supervision of the Division Manager, the incumbent will: work as country economist on anglophone countries in Country Department. The portfolio includes sector and 
multi-sector operations, such as structural adjustment loans, poverty reduction projects, and technical assistance and institutional capacity building projects for economic and finance 
ministries, which the country economist is expected to manage: carry out country economic analysis; co-ordinate the Bank Group’s intervention in the countries under his/her 
responsibility; participate in aid co-ordination and resource mobilisation efforts for the countries to which he/she is assigned: take a lead role in preparing country strategy papers, in 
designing, processing, and supervising technical assistance projects for economic management capacity building: undertake task management of structural adjustment operations 
and technical assistance and institutional capacity building projects for the economic and finance ministries: give policy advice to Bank Group's management on macroeconomic 
issues, carry out macroeconomic analysis and participate in sector work; give substantive input in projects identification and in the appraisal and processing of lending operations: 
maintain an understanding of the countries’ decision-making process and political developments relevant to Bank Group operations, etc. Qualifications; at least a post 
graduate Master's degree economics (preferably macroeconomics/econometrics); at least 6 years of experience in macroeconomic analysis, with strong analytical and conceptual 
abilities; proven experience in multilateral development bank operations: prior experience in the formulation of country and/or sector assistance strategies will be an advantage. 








NIOR COOPERATION OFFICER (Ref, VN.ADB/00/12) 





Under the supervision of the Head, Co-operation Unit, the incumbent will: establish and promote co-operative relations including co-financing arrangements between the Bank and 
bilateral agencies, multilateral development institutions as well as sub-regional and regional organizations through: contributing to the drafting of and processing with the Legal 
Department, Co-operation Agreements and/or Memoranda of Understanding between ADB and the concerned institutions: monitor implementation of terms and conditions of co- 
operation agreements/programs; ensure that covenants of Agreements and Memoranda of Understanding are adhered to by both parties; manage and facilitate compilation and flow 
of information and data related to co-operative and co-financing schemes, participate in the Review process of Loan Administration documents, Country Strategy Papers, portfolio 
review papers and other policy documents of the Bank; undertake any other assigtiment given by the Head of Unit or/and Vice President of Operations, etc. Qualifications: At least 
a post graduate/Master’s degree in Economics, Business Administration, International Relations or other related areas; at least 5 years of experience in related area in the Bank or 
similar institution; 


SENIOR ECONOMIST —- COUNTRY DEPARTMENT — NORTH REGION (Ref. VN.ADB/00/11) 





Under the general supervision of the Division Chief and under the immediate supervision of the Principal Economist. the Senior Economist will be responsible for one or several 
countries and will carry out the following assignments: moderate the country team; review the economic and financial situation of a country/countries of the North Region, using 
internal and external sources of information, formulate the implications in terms of the programming of Bank Group operations as defined in the Country Strategy Papers and related 
update; co-ordinate the preparation of the Country Strategy Paper, related update and Portfolio Reviews with the Country Team: co-ordinate the economic and sectoral work of the 
Country Team for the country/countries concerned; identify, prepare, evaluate and monitor macroeconomic policy reform programs and institutional building programs; carry out the 
assignments planned. under the operations/programmes cycle for the operations under his responsibility; participate in the co-ordination of aid to the country/countries concemed; 
propose technical improvements to the economic work and operations cycle. Qualifications; at least a post graduate/Master's degree in economics, macroéconomics together with 
a specialisation in quantitative methods or related areas; at least 5 years relevant professional experience: a perfect knowledge of English: a good knowledge of French would be an 
advantage. 


elt i a aE eR et ol ts la accede aa 


oe 


General Requirements: At least, a post graduate/Master’s degree; Ability to communicate and write effectively in English and‘or French, with good working knowledge of the 
other language, Proficiency in both languages wil) be an added advantage. The Bank offers an internationally competitive salary and attractive benefits package. Applicants 
must be nationals of ADB mèmber countries. Information on ADB Membership and the Bank Group can be found on the ADB internet web site, Applications with complete 
curriculum vitae (please indicate nationality) in French or English must be sent by 10 MARCH 2000 to the address indicated below. Women are encouraged to apply. Due to the 
darge number of applications expected. only shortlisted candidates will be acknowledged. 





Division Manager, 
Division Manager, Recruitment and Staff Development Division 
African Development Bank 
01 B.P 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (225) 20.20.49.43 ADB Homepage: http://www.afdb.org — E-mail:recruit@afdb.org 
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; Environmental strategy al 
currently ne : tion and regulation. ~ 
to strengthen its 

international 


expert network with 
consultants , ie 


persons should send 
in the 


the field code to BCEO 
following fields : 


have at least 10 years’p) 
erence as : econo 
legal experts, or e 
nt discipline. 


place des Frères Montgolfier 
6 Guyancourt Cedex - France. 
-mail us your resume legible on Word 
at drh@bceom.fr 


AFRICA - EASTERN CENTRAL EUROPE - ASIA - LATIN AMERICA 


A group egis company 


International Operations 
Team Leader 
Social Development & Poverty Alleviation 


will be based at the cone expen i nae Sa it 


HIGH WYCOMBE, UK 


and will involve regular short-term overseas missions throughout. 
Eastern Europe, the Middle East; the indian Sub-continent and ‘China : 
Longer-term international postings are a possibility ifidesired:: 

The role will be to develop ard teada team of specialists and integrate 
them withthe company's other business activities. Responsibilities 
include busines development with both funding agencies and within: 
recipient: countries, and the direction of projects. 


This ig. a’ key appointment for Montgomery Watson and the suacesstt 
candidate will possess exceptional ability and enthusiasm, coupled’ 
with communication skills and a thorough understanding of poverty i.. 
reduction and sustainable development in the ruraland urban context 
They will have extensive experience of working in developing 
countries-in a senior role preferably including periods of long term: 
residence: A post-graduate qualification in a relevant discipline would 
be an advantage. 

interested candidates should write, enclosing a full CV, to Andrew 
Bovingtot!, Human Resources Officer. 


MONTGOMERY WATSON 


Terriers House, 201 Amersham Road 
High Wycombe, Bucks HP13 5AJ 


Serving the World's Environmental Needs 
www. mWw.SOm 


The DHV Group is among the world’s top 20 consulting agencies. This position has been achieved by our professional approach te challenges offered by clients s / 
world-wide. DHV Consultants BV is a wholly owned subsidiary of the DHV Group of eat and has various departments implementing projects'in over 70 countries, Us 
projects demanding integrated approaches, DHV Consultants BV provides multidisciplinary teams of highly qualified and experienced: experts, Our consiltants-hay 


backgrounds, ranging from civil and agricultural engineering to management and business administration and from environmentalism, geography, economics and sociology. 


communication computer science, training and education. In view of an increasing work volume our permanent roster of candidates is currently being updated; Therefore 
establish contact with interested professionals with a background knowledge in the following fields 


PROJECT MANAGERS / TEAM LEADERS / SENIOR EXPERTS 


in the following flelds of experience 


| Agriculture and Natural Resources (AR) 
vulture / forestry 
: conservation 
srural ras peachy 
sland use planning 


Infrastructure Transport (IN) 


“railways 
“airports 
«transportation studies 


irrigation and Drainage (ID) 

«irrigation management turnover 

strengthening of irrigation and drainage institutions and relat 
-irrigation water management 


ted tegal aspects 


Urban Development and Housing (UD) 

~municipal and urban finance 

surban management (including decentralisation processes} 
-urban infrastructure development/planning 


Requirements: 
Only those with a track record of at least 8 years in Asia, Africa, Middle 


East, Latin America or C/E 


Transport Port and Waterways (TP) 
-transport planner / transport economist 
-port planner 

-coastal zone management specialist 
-maritime civil engineer / coastal engineer 


Management and Organisation (MO) 
-capacity building and PPP (especially in water and transportation sector) 
-public administration reform 

-education management information systems 
-program managers (especially in education, social p 


Water (WA) 

~water utilities : commercialisation and privatisation 

-water distribution (network modelling, leakage control, rehabilitation) 
-sewerage and urban drainage. 

«institution building, performance improvement, training for water utilities 


policies, employment services) 


Water Resources and Environment (WR) 

-water resources development and management 

-development of environmental policies, strategies and action plans 
-waste management 


Europe: Master degree or equivalent in a relevant field of study and available for 


mediumlong term assignments, are requested to react preferably by e-mail. Proficiency in English is required, Spanish er French is highly appreciated and proven experience inthe: 
management of multi-disciplinary projects is considered to be an asset. Please note all applications should refer to the appropriate department reference code (e.g, W 
Department). Applications received 30 days after publishing date will not be taken into consideration. 


Application / further information: 

DHV Consultants BV, Personnel & Organisation Department, 
“Atty. of Mr MR.A. Klunder (Head of Department) 

E-mail: POG NS ‘} 
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P.O. Box 1399. 
3800 Bi Amersfoort 
fnternet: www.dhy.cont 




































UNITED NATIONS Xd: 


-E 
CHIEF OF SERVICE, D- | 
VACANCY ANNOUNCEMENT NUMBER 00-A-DPK-000810-E-NY 
DEADLINE FOR APPLICATIONS 24 MARCH 2000 
POST NUMBER TO BE ANNOUNCED* 


NATIONS UNIES 





TATION NEW YORK 
TIONAL UNIT MINE ACTION SERVICE 


INDICATIVE MINIMUM GROSSANNUAL  U.S.$ 128,492 
REMUNERATION (INCLUDING POST ADJUSTMENT) 

* Note: This post is financed from extra-budgetary resources and is ex- 
tended on an annual basis, subject to availability of funds: External candidate, 
if selected, will be granted an appointment limited to the service on posts 
financed from the Voluntary Trust Fund for Assistance in Mine Action and 
support account posts in DPKO. 


DUTIES AND RESPONSIBILITIES: 

The Chief of the United Nations Mine Action Service (UNMAS) advises 
the Under-Secretary-General for Peacekeeping Operations, through 
the Assistant Secretary-General for Logistics, Management and Mine 
Action, in the formulation and implementation of the United Nations 
¿2 {nine action policy. He assists him in his responsibilities as manager of 
| theVoluntary Trust Fund for Assistance in Mine Action in accordance with 
“FUN financial rules and regulations. 


1 The duties and responsibilities of the UNMAS Chief include: provides 
co-ordination of all UN mine-action activities; ongoing liaison on pol- 
icy development and fund raising with UN agencies, Member States, the 
ICRD, GIC and Non-Governmental Organisations; oversees the collec- 
tion and dissemination of information on the extent and nature of the 
| landmine threat worldwide; ensures assessments and initiates develop- 

ment of mine action programmes where deemed appropriate; provides 
the Military Adviser with assessments, evaluations and suggests plans for 
activities under peacekeeping operations; oversees the management of 
‘all on-going UN mine clearance programmes with emphasis on moni- 
toring management, quality, productivity and costs; on behalf of the 
Under-Secretary-General, participates in the effort to seek further re- 
strictions on the production, use and transfer of landmines, including par- 
ticipation in meetings or conferences related to this subject; oversees 
the daily management of the Mine Action Service. 


COMPETENCIES AND SKILLS: 


Advanced university degree in management, development, political af- 
fairs, or other relevant subject areas. 18 to 22 years of relevant expe- 
rience, of which 4 to 6 years in developing, implementing and managing 
humanitarian or development programmes in the field, preferably with 
a mine action component. Familiarity with mine action issues and ac- 
tivities essential. Knowledge of the United Nations system and rules; 
and, prior exposure to UN humanitarian or peacekeeping operations 
highly desirable. Excellent communication and leadership skills are 
required. 


LANGUAGES: 
Fluency in English is required. Knowledge of French or Spanish is highly 
desirable. 






































External applicants are requested to send a detailed curriculum vitae 
including date of birth, nationality, educational qualifications, a summary 
of professional skills and/or expertise, a summary of relevant work ex- 
perience, publications written and languages spoken, or to complete a 
United Nations Personal History form (P.11), available at UN offices. 
All applications should be sent to: VA:00-A-DPK-000810-E- 
NY/CXM, Staffing Support Section, Office of Human Resources 
Management, Room $-2475, United Nations, New York, 10017. Fax No.: 
(212) 963-3134 or (212) 963-9560. Internet address: staffing@un.org 
The Secretary-General reserves the right to appoint a candidate at one 
level below the advertised level of the post. 

Preference will be given to equally qualified women 
candidates. 


Note: The United Nations Secretariat is a Non-Smoking Environment. 
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MINISTRY OF AGRICULTURE AND IRRIGATION 
DEVELOPMENT 


VACANCY ANNOUNCEMENT 
Location - Lilongwe Closing date: 29 February, 2000 
MONITORING AND EVALUATION - CONSULTANCY 


The Government of Malawi has obtained a Loan from the International Fund for Agricultural 
Development (FAD). The Loan ts intended to improve the food security situation of resource 
poor smallholder farmers through promotion of an agricultural inputs package: promotion of 
low cost technologies to improve soil conservation and fertility: financing fertilizer imports and 
local supplies of improved seed and planting materials: Small Scale Irrigation and a pilot small 
ruminants programme. The Project Management Unit (PIU) has been established recently to 
steer the services and proper implementation of the project. Now the PIU requires the services 
of a suitably qualified and experienced candidate for the post of Monitoring and Evaluation 
Specialist, 


Duties and Responsibilities 


L To make substantial improvements in the design and operational modalities of the existing 
Monitoring and Evaluation and MIS systems with SFSP (PIU), 























































he 


. To train staff at both central and ADDARDP levels in Monitoring and Evaluation and MIS 
Systems. 





ta 


. Fo train a local counterpart in Monitoring and Evaliation.and MIS systems, 






i 


. To assist the Project Implementation Unit (PIU) and take a lead role in the preparation of 
detailed TORs for measuring projects effects Gaypact) on beneficiaries and environment as 
part of the Project Completion Report. 






A 


To assist PIU in the preparation of Project Completion Report and design a new phase of the 
project, 


Qualifications: 


* M.Se/Ph.D Agricultural Economics, Production, Marketing and Farm Management. 














= 


Minimum five years progressive experience in designing, implementing and training local 
staffin the field of monitoring and evaluation, 









s 


Appraisal of new projects in the area of Smalholder Food Security, 











* Ability to draft clear and concise reports in English. 






Applications should be sent to the Controller of Human Resource Management and 
Development, Attention Project Co-ordinator, Simallholder Food Security Project. Private Bag 
A189, Lilongwe. Malawi, Fax; 26$ 744 774, E-mail: kodi@@malawi net 














Please note only short-listed candidates will be notified. 








UNITED NATIONS Cor NATIONS UNIES 


ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE 
PACIFIC (ESCAP) 


BANGKOK, THAILAND 
PRINCIPAL OFFICER, D-1 


Under the direct supervision of the Executive Secretary, the incumbent is responsible for the fol- 
towing: (i) providing support to the programme of work, in particular on issues of a Icross-cuttingt 
nature; (ii) supervising the Secretariatis preparations for the annual consultative meetings between 
executive heads of subregional organizations and ESCAP, in consultation with concerned pro- 
gramme managers and exercising responsibility for all aspects of the Secretariatis cooperation with 
other regional and subregional organizations; (iii) drawing up the agenda for the biannual meetings 
of the Regional Interagency Committee for Asia and the Pacific (RICAP) and overseeing the prepa- 
rations for meetings of the Committee, including substantive documentation, in consultation with 
concemed programme managers; (iv) coordinating the Secretariatis contributions/inputs to the Special 
Programme for the Economies of Central Asia (SPECA) as ESCAPis focal point. Also undertaking 
consultations, as required, with concerned member Governments and other UN international or- 
ganizations on the Programme; (v) rendering support to other inter-subregional and interregional 
cooperation efforts, such as Bangladesh-India-Myanmar-Sri Lanka-Thailand Economic Cooperation 
(BIMST-EC); (vi) undertaking other activities of an ad hoc nature,as required by the Executive Secretary. 


Requirements: Advanced university degree in Economics/International Relations. Post-graduate 
studies in government and in various development issues most useful, 18 to 22 years of intergov- 
ernmental or governmental experience. Extensive exposure to and participation in international 
conferences, meetings and seminars either as a Government representative or in personal capac- 
ity. Ability to. negotiate agreements and protocols, Understanding of the economic and social plans 
and needs of the countries of the region and other édialoguesi which may affect them. Fluency in 
both written and spoken English, Working knowledge of other official UN languages (i.e. Arabic, 
Chinese, French, Russian and Spanish) would be an asset. 


Preference will be given to equally qualified women candidates. 


Remuneration: Depending on professional background and experience,annual gross salary (including 
post adjustment) from US$109,707 plus a number of additional benefits, when applicable, such as 
housing subsidy, dependency allowance, education allowance for children, repatriation grant, em- 

s contribution to pension fund, 6 weeks! annual vacation, paid home leave every two years. 
Applications with full curriculum vitae, including salary history, birth date and nationality, should be 
sent to (quoting reference number VA: 99-P-ESC-OOXA65-E-BA/Corr,) Staffing Support Section, 
Office of Human Resources Management, Room $-2475, United Nations, New York 10017, USA, 
Fax No: (212) 963-3134 OR (212) 963-9560. internet address: staffing@un.org Closing date 
for receipt of applications: 6 March 2000. 
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Chemonics International Inc., 


A leading Washington, D.C. - based consulting im is seeking experienced 
consultants for ongoing: pi 
America, Asia. and astern Europe i in micro and small business lending 


perational and institutional development experience in designing and 
perating lending and savings programs 


Familiarity with lending programs for micro and small sized businesses 


_ Experience in institutional capacity building of NGOs and financial 
institutions involved in micro and small business programs 


Experience in formulating training programs for lending officers and 
credit managers 


Knowledge of management information systems and 
strategies for lending institutions 


+ Prior experience working with business associations 


Qualifying individuals (U.S. nationals preferred) will have overseas 
experience preferably in emerging markets and overseas project 

‘Management, Familiarity with management of USAID contract is 
desirable, but not required. Please forward your CV, preferably via email, 
to recruit_sme@chemonics.net, or fax it to (202) 955-7540, attn: kosur. 
Please indicate your preference in short- or long-term assignments and 
your salary history. 





Chemonics International ine. 
1133 20th Street, NW 
Washington, DC 20036 


http://www.chemonics.com CHEMONICS 


GOVERNMENT DEBT ISSUANCE AND MANAGEMENT ADVISORS 
i EMERGING MARKETS - WORLDWIDE 


[The LLS. Treasury Department provides technical assistance and policy advice to senior 
ovement and central bank officials and market participants in nearly 30 countries. We 
are recruiting candidates for positions as resident (at least 2 years) and short-term 
speciglists in government debt issuance and management in countries throughout the 
world, including Eastern Europe, the former Soviet Union, Southeast and Central Asia, 
Latin’Amenica, Africa, and the Middle East. 


We seek experts in domestic government securities issuance and marketing. Experience 
“itlinternational bond markets is highly desirable, Applicants for resident assignments 
should ideally have a combination of public and private sector experience in government 
debt management, investment banking or financial advisory work. For short-term 
assignine we are seeking advisors with particular expertise in: debt management 
policy: legal and regulatory framework: securities sales and trading; market regulation 
and operations: custody, clearing and settlement; debt analysis and reporting: and external 
debt. Applicants for external debt assignments must have experience in international 
: capital markets, including Eurobond offering procedures and requirements, and 
Cexperience with rating agencies, For all positions, management experience is desired. 
“Prior overseas work experience in challenging environments is a distinct advantage. 
While technical skills are essential, the ability to gain the confidence of host government 
“officials and provide sound but realistic advice to a sovereign government in an emerging 
market environment will determine ultimate success, Foreign language skills are highly 
desirable. 


Salaries are negotiated in accordance with program regulations, based on demonstrated 
salary history and the skills required, The salary range is between $70,000 and $122,400 
per year. U.S. citizenship or resident alien status is required. 


Positions are open and continuous until June 30, 2000. To be considered in the first inter- 
view pool applications must be received by March 10, 2000. To apply. send resume. 
cover letter. or U.S. Government OF-612 to: 


U.S. Department of the Treasury 
ATTN: CMB/GDIM 

1500 Pennsylvania Ave, NW 
Room: 1730 K Street, Suite 204 
Washington, D.C, 20220 


or via fax to: 202-622-5879 
Only applicants to be interviewed will be contacted. For application materials, visit our 


web site at http:/‘www.treas.gov/iet/forms.hunl The U.S. Government is an Equal 
Opportunity Employer. 
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UNITED NATIONS RELIEF AND WORKS AGENCY | 
FOR PALESTINE REFUGEES IN THE NE AR EAST : 
UNRWA € oo 


UNRWA, the largest United Nations programme in the: Middle |] 
East, provides education, health care, relief assistance and social 
services to 3.5 million registered Palestine refugees in Jordan, 

Lebanon, the Syrian:Arab Republic, the West Bank, and the Gaza | 
Strip. UNRWA is seeking to employ a well qualified and 
experienced 


Deputy/Director of UNRWA Operations, Gaza 
P(S), Field Office, Gaza i 
Ref: (VN/M/3/2000) 


UNRWA is currently seeking qualified candidates. for the position’ | 
of Deputy/Director: of UNRWA Operations, Gaza. Reporting 
directly to Field Office Director, the incumbent is the principal: 
professional advisor to the Director in administering all 
programmes in the. Gaza Field. The incumbent ensures 
coordination of personnel, finance, supply & transport, 
engineering, welfare and administrative services; liaises with | 
government and local authorities to ensure cooperation in the fF 
operation of the Agency’s programmes; liaises with the 
designated official in charge of the UN security plan; acts as 
Director of UNRWA Operations, with full responsibility for the 
field during the absence of the: Director. i 


Essential qualifications include theoretical knowledge to the f 
equivalent of an advanced university degree in public or business: 
administration, social science or political science, supplemented 
by in-depth knowledge of Middle Eastern geo-political realities 
and its socio-cultural implications. 


UNRWA seeks an incumbent with at least 12 years practical JẸ 
experience in the application of the principles of the theoretical) 


knowledge, including at least six years at senior supervisory and |) 


management level in a large governmental or international | 
commercial organization. High level of skill in negotiation and |] 
problem-solving is required. Excellent command of spoken and | 

written English is critical and proficiency in a second language 
such as French or Arabic is desireable. Strong interest in 
development work and dedication to the United Nations are also: 
essential. | 
UNRWA offers an attractive compensation package including 

gross annual salary starting at $88,099 ($64,545 net tax free 
with dependants, $59,963 single) plus 19.2% post adjustment | 


multiplier plus an attractive fringe benefits package, (education 1f 


grant, dependency allowance, home leave, pension fund, health | f 
insurance, 6 weeks annual leave). Initial contract: | year] 
renewable. Gaza is currently a non-family duty station. A spouse f 
may elect to reside in or outside Gaza; children are required:to | 

reside outside Gaza. Where the spouse elects to reside outside. 
Gaza, an allowance for maintenance of a second household may 

be payable. Applications (UN Personal History form canbe 

downloaded from UNRWA website) can be faxed to +972-7-677-. 
7694 or electronically forwarded to: unrwa-ahr@unrwa.org. 

Resumes can also be sent to Head, Recruitment Section: 

UNRWA HQ Gaza, via UNRWA, P.O. Box 700, A-1400, Vienna, | 
Austria. Please quote ref.# WN/M/3/2000. The deadline for 

receipt of applications is 29 February 2000. For more 

information, please refer to UNRWA website http: 

www.unrwa.org/, Only those applicants in whom the Agency 

has further interest will be contacted. 











Mapi Values is an 


Project 













NATIONS UNIES $ internationally 

Director renowned company 

ECONOMIC/LEGAL AFFAIRS OFFICER, P-4 Health Economics B CL Ta 
BORDER CROSSING FACILITATION SECTION USA, offering 
TRANSPORT DIVISION strategic 






ECONOMIC COMMISSION FOR EUROPE (ECE), GENEVA 
The United Nations is seeking to recruit an Economic/Legal Affairs Officer of the Border 
Crossing Facilitation Section, ECE. Under the supervision of the Chief of Section, the incumbent: 
-F Provides secretariat and expert services to standing and ad hoc subsidiary bodies of the Inland 
Transport Committee of the ECE in the fields of Customs questions, facilitation of border 
` grossing procedures and combined transport; 
+ Assists in the administration of international treaties in the above fields as well as in the 
servicing of Administrative Committees provided for in these treaties; 
+ Assists in the interpretation of provisions of these international treaties; 
+ Assists in the servicing of the Transports Internationaux Routiers (TIR) Executive Board and in 
the management of the TIR secretariat; 
+ Prepares analytical reports in the fields of border crossing facilitation and combined transport; and 
+ Prepares publications, press releases, etc, on the results of the work. 
| Qualifications: Advanced university degree in law and/or economics. Specialization in the fields 
of customs, transport or trade procedures and legislation. Extensive experience In customs, 
transport or trade procedures acquired in national or international administration, research 
institutions or private companies. Knowledge in the administration and implementation of 
international treaties in the field of border crossing procedures and/or combined transport. 
Experience in electronic data and word processing. Fluency in English or French with excellent 
drafting ability. Good working knowledge of Russian desirable. 
Preference will be given to equally qualified women candidates. Remunerations for this position are: 
_ Depending on professional background and experience, a competitive compensation and at- 
tractive benefits package are offered, Please refer to our homepage, www.un.org, for further 
information, Closing date for receipt of applications 21 March 2000. 
Applications with full curriculum vitae, including salary history, birth date and nationality, should 
be sent to; VA-99-E-ECE-701-GE/Redrc.2, Recruitment and Placement Section, Room 256 
Personnel Service, UNOG, Palais des Nations, 1211 Geneva 10, Switzerland, 
Fax No. 41 (22) 917 01 64, 
Due to the volume of ll internal condidates and only those external candidates 
serious consideration will be acknow! 


consultancy and 
tactical solutions 

in Health & Economic 
Outcomes 











We are currently seeking to appoint a Project Director for our 
UK office, close to Manchester, The successful applicant will 
work with the Mapi Values team to design and conduct 
pharmacoeconomic studies to support our clients’ drug 
development and marketing plans. 










We invite applications from candidates with extensive 
expertise in health economics, and an in-depth 
understanding of the UK or European healthcare. systems. 
Applicants must have a postgraduate qualification in a 
relevant topic and at least two years’ experience of working 
in health economics research, preferably within the industry 
or consultancy. Proven organisational and client 
management skills are also essential. 

















If you meet the above requirements and are 
interested in working in a dynamic environment, 
please apply in writing, enclosing your CV to: 














Carole Evans PhD, Operations Director - Global, 
Mapi Values, Adelphi Mill, Grimshaw Lane, 
Bollington, Macclesfield, Cheshire SK10 5]B, UK. 


UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 
UNRWA, the largest United Nations programme in the Middle East, provides education, health care, relief assistance and social services to 3.6 million 
registered Palestine refugees in Jordan, Lebanon, the Syrian Arab Republic, the West Bank, and the Gaza Strip. UNRWA is seeking to employ a well 
qualified and experienced 


Financial Systems & Policies Officer 
P(4), HQ, Gaza 
Ref: (VN/6/M/2000) 


UNRWA is currently seeking qualified candidates for the position of Financial Systems & Policies Officer. Reporting directly to the Comptroller, the 
incumbent is responsible for analyzing and evaluating Agency-wide financial. policies, methods, systems and procedures; preparing proposals for the 
Comptroller’s approval; assisting in, and coordinating the implementation of new or amended financial policies and systems; acting as project coordinator 
for the new Financial Systems project; providing advice and guidance on financial policies, systems and procedures: working as a focal point for the 
preparations of documents for donors meetings and Advisory Committees; coordinating action on financial operational matters within the Agency; 
coordinating and preparing Finance Department's replies to audit observations from internal and external auditors; consulting with Financial Officers of 
other UN Agencies on matters.of mutual interest. 

UNRWA seeks an incumbent with at least 8 years of increasingly responsible professional experience in the fields of financial accounting, budgeting or 
computer-based financial systems, including at least three to five years in a large international, governmental, or non-profit organization. Essential 
qualifications include advanced university degree in accounting, finance, public or business administration, or related field and membership in a 
professional body of accountants. Extensive managerial abilities and supervisory skills at the international level and ability to work with computerized 
financial systems are musts. Excellent written and spoken English is critical and knowledge of Arabic is desirable. Strong interest in development work and 
dedication to the United Nations are also essential. 

UNRWA offers an attractive compensation package including gross annual salary starting at $72,631 ($54,516 net tax free with dependants, $50,767 
single) plus 19.2% post adjustment multiplier) plus an attractive fringe benefits package. (education grant, dependency allowance, home leave, pension 
fund, health insurance, 6 weeks annual leave) Initial contract: 1 year, renewable. Gaza is currently a non-family duty station. A spouse may elect to reside in 
or outside of Gaza; children are required to reside outside of Gaza. Where the spouse elects to reside outside of Gaza, an allowance for maintenance of a 
second household may be payable. Applications (UN Personal History form can be downloaded from UNRWA website) can be faxed to.+972-7-677-7694 or 
electronically forwarded to: unrwa-ahr@unrwa.org, Resumes can also be sent to Head, Recruitment Section: UNRWA HQ Gaza, via UNRWA, PO. Box 
700, A-1400, Vienna, Austria. Please quote ref. VN/M/6/2000, The deadline for receipt of applications is. 28. February 2000. For more: information, please 
refer to UNRWA website http. www.unrwa.org/. Only these applicants in whom the Agency has further interest will be contacted. 
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OFFICE OF FAIR TRADING 


CASE OFFICER ECONOMISTS 
£33,000 - £48,000 pa London Based 


“The Office of Fair Trading is an independent, non-ministerial 
ernment department, established in 1973, and headed by the 
rector General of Fair Trading. It plays a key role in the 
i enforcement of competition law. Under the Competition Act 1998, 
which comes into force on | March, 2000 the Director Gener: al 
gains greatly enhanced powers to investigate and act against 
conduct that restricts competition, The OFT has been expanding 
to meet this challenge and has recently moved to new offices. 































“The jobs are in the Competition Division; in the branch that 
assesses the impact of company mergers on competition, and in a 
branch thar carries out competition assessments of company 
‘conduct, Successful applicants should have a professional 
background in economics, preferably including a Masters Degree, 


applying economic analysis in the private or public sectors. The 


} competition law and policy; training will be provided where 
necessary. Good team-working skills are essential. 


Salaries for the posts will be determined in relation to qualifications 
and experience. 


For further information about the posts please ring Peter 
Bamford, Chief Economist (tel 0207 211 8784), For an 
application form, contact Parminder Kondral, Office of Fair 
Trading, Room 3C/018, Fleetbank House, 2-6 Salisbury 
Square, London EC4Y 8JX (tel no 0207 211 8785, fax 0207 
211 8545). Closing date for applications is 10 March 2000. 


THE OFT IS AN EQUAL OPPORTUNITY EMPLOYER 


Director 


Information Systems Department 
Geneva, Switzerland 


‘The International Federation of Red Cross and Red Crescent Societies 
is à humanitarian organisation working to improve the lives of vulnerable 
people in more than 176 countries. Its main activities are disaster relief, 
disaster preparedness, health programmes and promoting humanitarian 

| values. It also encourages co-operation between member Societies. 

Due to the retirement of the incumbent, the International Federation is 
seeking a Director to lead and manage the Federation's global information 
systems and telecommunications requirements, With a Geneva based. team 
of 24 staff, ISD seeks to meet the needs of the Secretariat and more than 
60 delegations around the world. This role is a strategic and operational one, 
with the Director expected to identify needs and translate them into effective 
solutions in concert with other key managers within the organisation. 

To succeed in this position, a degree in computer science or 
information systems (or equivalent experience), combined with a thorough 
understanding of modern global telecommunications systems is required, 

i: Additional advanced training/education in collateral areas (eg strategic 
planning, financial management systems, telecomms management) would 
he an asset. At least 10 years appropriate experience, preferably in an 
international setting, is essential. 

Applicants should send their CV quoting vacancy No: DirlSD00 no later 
than Monday 13th March to Officer, Recruitment and Human Resources 
Planning, International Federation of the Red Cross and Red Crescent 
Societies, PO Box 372, CH-1211 Geneva 19, Fax: 41 22 730 4958, Email: 
vacancies @ifre.org or visit our website: www.iftc.org 

The International Federation is an equal opportunity employer. 


International Federation of Red Cross 
and Red Crescent Societies 
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excellent analytical and communication skills, and experience of 





jobs also require development of a working knowledge of 










UNITED NATIONS HIGH COMMISSIONER 
FOR REFUGEES 


SUPPLY OFFICER 
Regional Office, Kinshasa, Democratic Republic of Congo | 
(Post No. 666073, P3) ooh 


















The United Nations High Commissioner for Refugees 
(UNHCR), with headquarters in Geneva, Switzerland, and 
offices throughout the world, seeks an experienced. ‘Supply 
Officer for its Regional Office in Kinshasa, Democratic 
Republic of Congo. 









Reporting directly to the Deputy Regional Representative, the. 
incumbent will co-ordinate principally airborne, but also’. 
terrestrial, logistical support of assistance programmes, as _ 
well as staff movements, ae the comprehensive Supply 
Chain activities, in close collaboration with the Great Lakes, 
Area Service Center in Nairobi, Kenya. More specifically, 
he/she will: 

















- Provide guidance -and support to programmes and 
administration cn supplies and services, including analysis . 
of goods and services needs, specifically in project design 
and preparation of the country operations plan. 











- Plan, set-up anc oversee the supply management structure 5 
and network ensuring that it is cost-effective. i 


- Integrate and co-ordinate needs and required resources” 
pertaining to supplies and services with supply staff. 


- Develop inter-agency co-operation through formal contacts 
and networking among UN agencies, operational partners 
and Non-Governmental. Organisations. 


- Co-ordinate with Nairobi and Geneva and consolida 
international, regional and local procurement. 





- Identify, evaluate, recommend, monitor and train 
implementing partners and/or suppliers. 








- Co-ordinate, monitor and report on the maintenance and. 
(re) deployment of NEP assets within the country. 








- Prepare reports providing analysis and pipeline information 
for short, medium and long range planning for goods and 
services. 












Develop and maintain specific internal control and self- 
evaluation criteria/procedures within the country’s. Supply 
Chain to ensure that standards and quality of services ate 
adhered to. 











- Identify training needs for supply staff. 








Qualifications: University degree in Economics, Socia 
Science, Business Administration or other related fields, with 
a minimum of 5 years of relevant professional Supply 
experience, preferably in an international context. Fluency i 
English and French essential with knowledge of Portuguese c fe) 
Spanish an asset. 

















Applications: Full curriculum vitae, including nationality, age © 
and references, should be sent to: Vacancy Management: | 
Unit, UNHCR, case postale 2500, 1211 Geneva 2 Dépôt, 
Switzerland, Fax No. (+41 22) 739-7322, or e-mail: © 
HOPEQ2@UNHCR.CH. Applications should be received by 
31 March 2000, UNHCR encourages qualified women ‘to 
apply. Acknowledgments will only be sent to short-listed 
candidates. 






























UNHCR is also seeking to enlarge its roster of Supply 
Officers that may be called upon in emergency situations. 
Suitably qualified candidates will be added to the roster. 






AFRICAN DEVELOPMENT BANK 


The AFRICAN DEVELOPMENT BANK is the premier pan-Atrican development finance institution established in 
1964 to foster economic growth and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia, and 
the Americas, It is based in Abidjan, Côte d'Ivoire, West Africa, Nationals of member countries are invited to apply for the 
following positions. 





CHIEF AGRICULTURAL ECONOMIST —- COUNTRY DEPARTMENT - NORTH REGION (Ref. VN. ADB/00/ 





Under the supervision of the Division Manager, the incumbent will: Formulate and/or review agricultural development policy aspects in the operating strategy paper on borrowing 
countries; review the Government's sector policies and development priorities in the light of the Bank’s operating strategy; supervise the identification, preparation and appraisal of 
sector programmes and projects for financing by the Bank or co-financing with other sources of finance; initiate and prepare the terms of reference for studies to guide the Bank’s 
lending programme in the agricultural sector; supervise studies of the agricultural sector and consultants engaged for such tasks se as to ensure the quality of the documents, 
undertake economic and financial analysis of projects and advise the Bank on any decision to invest in a project proposed by its borrowers; prepare reports, especially aspects 
relating to agricultural development policy, economic analysis and financial rate of return of projects and programs, organise, co-ordinate and represent the Bank in loan negotiations 
and signing ceremonies as well as sector programs: supervise and co-ordinate the monitoring of project implementation in the agricultural sector, etc. Qualifications: at least a 
postgraduate degree’ Master's Degree in Economics, Agronomy or related areas; at least 7 years of relevant experience in the sector, including field experience in management and 
preparation of agricultural projects: 





PRINCIPAL AGRONOMIST - COUNTRY DEPARTMENT - NORTH REGION. (Ref. VN. ADB/00/05) 





Under the supervision of the Division Manager, the incumbent. will: propose and/or update the Bank’s operating strategy in the borrowing countries; supervise and. co-ordinate 
activities relating to project identification, preparation, appraisal, supervision missions as well as project completion missions, and prepare the related reports; design and formulate 
agricultural development programs and projects in the light of the agricultural sector policy of the Bank and the countries; initiate and recommend programmes and projects for co- 
financing with other financing agencies; analyse bid examination reports in terms. of their compliance with the Bank’s rules of procedure, and with criteria indicated in the bidding 
documents, for their approval; review documents on procurements and the use of consultants, for their approval by the Bank; review and analyse project progress reports from 
executing agencies, technical documents and reports from other institutions, and make recommendations; participate in various meetings on the Bank’s operations; represent the 
Division or Department in working groups and ad hoc committees: prepare and/or revise project data sheets, monitoring sheets and summaries of supervision reports. 
Qualifications: at least a postgraduate degree/Master’s Degree in Economics, Agronomy or related areas; at least 6 years of relevant experience. 





Under the supervision of the Division Manager, the incumbent will: contribute to the formulation, drafting and revision of agricultural aspects in Country Strategy Papers; assist 
with the preparation of the Annual Portfolio Review of agricultural operations; prepare terms of reference for studies that may lead eventually to agriculture projects financed by 
the Bank Group; undertake project identification missions with a view to building a pipeline of agriculture investment projects and programmes for future financing, undertake 
agricultural project preparation missions; plan, organise and undertake appraisal missions of agriculture and rural. development projects and programmes; plan, organise and lead 
Project Completion Report missions; review and analyse procurement documents submitted by the Borrowers for the procurement of services, goods and works; review draft 
contracts; provide technical review of disbursement requests for their conformity with the Bank’s rules of procedures; make arrangements for loan negotiations and process the 
outcome of such negotiations; ensure and monitor the fulfilment of the general conditions, conditions precedent to entry into force and other loan conditions; process the declaration 
of loan effectiveness once all conditions precedent to entry into force have been fulfilled; process the extension of final disbursement deadlines and the utilisation of savings and 
loans and grants; undertake launching missions; participate in inter-departmental working groups; recommend projects for co-financing with bilateral and other institutions and 
agencies; oversee the implementation of the technical aspects of co-operation agreements with specialised agencies and other research and financial institutions in the agricultural 
sector; participate in internal and external meetings, conferences, seminars and workshops related to agricultural and rural development. Qualifications: At least a post 
graduate/Master’s degree in Agricultural Economics, or related areas; at least 5 years of relevant experience, including field experience in preparation and management of 
agricultural projects: 


MACRO-ECONOMIST ~ COUNTRY DEPARTMENT — WEST REGION (Ref. VN.ADB/00/07) 











Under the supervision of the Division Manager, the incumbent will: undertake the preparation of economic reports, appraisal reports on structural adjustment programs, poverty 
alleviation projects, and institutional support projects; provide Bank's management with balanced assessment of country economic situations including evaluation of economic 
situations, and advising on policies and strategies for Bank intervention and country economic growth and development; liaise with other donors in designing growth strategies and 
mobilizing resources for development; conduct discussions on economic and policy issues with Government officials, donors, and others; etc. 

Qualifications: at least a post graduate /Master’s degree in Economics, with special emphasis on macroeconomics, finance, or economic development, at least 5 years. as a country 
economist in a development institution, or as an economist working on trade, fiscal and monetary policies in the Central Bank, research institute, the university or similar institutions. 
Working experience in special topics such as economic imegration, gender issues, and poverty alleviation will be a special advantage. 


WATER AND SANITATION ENGINEER - COUNTRY DEPARTMENT — NORTH REGION (Ref. VN.ADB/00/16) 











Formulate the Bank’s operational strategy in the water and sanitation sector; identify projects in the water and sanitation sector in line with the country’s priorities and the Bank’s 
policy and strategy; initiate and implement actions required for their inchusion into the Bank’s pipeline of projects and the Lending Program; prepare projects in the water and 
sanitation sector. Launch and conduct all activities leading to the feasibility of the project, identify the study requirements, formulate terms of reference for the studies, examine and 
analyse the reports of the studies; evaluate water and sanitation. projects: In particular, review and evaluate the water and sanitation sector and the project context, the lessons drawn 
from the Bank’s experience in the sector, project beneficiaries, demand, objectives, cost, financing plan, measures to be taken for the proper project management, project 
sustainability and impact on development, project risks and palliative measures to take; initiate, prepare and participate in loan agreement negotiations and in the approval procedure 
for loans and projects by the Bank’s Board of Directors; ensure all activities concerning the management of projects, after approval by the Board of Directors, and ensure smooth 
implementation, in compliance with Bank policy and procedures. In particular, supervise the project's implementation both at headquarters and in the field and conduct all activities 
required to ensure the attainment of the project objectives; examine bidding documents, bid evaluation reports, contracts and all activities relative to the procurement of goods, works 
and consultant services; advise executing agencies on the application of Bank procurement rules of procedure, etc. Qualifications: At least an engineering or masters degree in 
water and sanitation: at least 7 years of relevant experience in the field related to the above assignments; ability to read, speak and write French extremely well. Knowledge of 
English desirable, 











General Requirements: At least, a post graduate/Master's degree; Ability to communicate and write effectively in English and/or French, with good working knowledge of the 
other language: Proficiency in both languages will be an added advantage. The Bank offers an internationally competitive salary and attractive benefits package. Applicants 
must be nationals of ADB member countries. Information on ADB Membership and the Bank Group can be found on the ADB internet web site. Applications with complete 
curriculum vitae (please indicate nationality) in French or English must be sent by 10 MARCH 2000 to the address indicated below, Women are encouraged to apply. Due to the 
large number of applications expected, only shortlisted candidates will be acknowledged, 





Division Manager, 
Division Manager, Recruitment and Staff Development Division 
African Development Bank 
01 B.P 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (225) 20. 20.49.43 ADB Homepage: http://www.afdb.org — E-mail:recruit@afdb.org 





14 THE ECONOMIST FEBRUARY 19TH. 2000 





Smaller laptop? Smaller flaptop. 


Our Flexible Unwreckable™ 
frame protects your laptop. 
Hand finished cowhide: 
choose natural, walnut or 
black. Letrer-size, fat letter- 
size, A4, or legal-size. 

$650 to $695. 


We make Glaser Travel 

Goods, and sell directly to 

you. Talk with us about 

your luggage and briefcase Insiders™ dividers: 
needs. Any purchase may customize the way you 
be returned unused in ten organize your documents 
days for a full refund. and gear. 


: Pha call for our free catalog. Toll free 800.234.1075. 


Ar Essec BUSINESS SCHOOL, WE HAVE THE BEST RANGE OF MBAS. In EUROP 
Are you loo 


° Essec is the first European Business School 


GL ASER DE SIGNS to be accredited by AACSB - the International 


TRAVEL GOODS MAKERS Association for Management Education: 


32 OTIS ST. SAN FRANCISCO, CA 94103 ; 
PHONE 415-552-3188 FAX 415-431-3999 e Our reputation is built on innovation, 1 
‘TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM selection, academic excellence and close i 











internatichal corporate partnerships: 


- ESSEC MBA is an experience-integrated MBA 
for young professionals 


i has - ESSEC Executive MBA is a part time bilingual 
~The MIT Department of Urban Studies and Planning and the Special Program ; Leet 
©. [for Urban and Regional Studies of DevelopingAreas (SPURS) announce MBA for confirmed pores 
| | four new workshops offered at MIT, Cambridge, MA, USA between - ESSEC specialized MBAs, taught in English, 
dune 19 and June 30, 2000. Designed for professional planners, environ- fi twh b 
mëntal design professionals, government officials, and university faculty. are for professionals who want to become: me ; 


in their chosen field: 


DEVELOPMENT WORKSHOPS International Agri-Food Management 


PLANNING FOR RESOURCES, COMMUNICATIONS AND International Luxury Brand Management 
CHANGE IN DEVELOPING COUNTRIES 





International Hospitality Management = 
New Information Technologies for Planning and ` 
Community Decision Making For further information about the Essec MBA, please 


(June 19-23). meet us at any of the following forums.: 
Water and Sanitation Infrastructure Planning in 


Developing Countries Hong Kong - Education & Careers Expo 2000 
(June 19-30) february from 24 to 27 


Small Firms, Local Economic Development, and é f 
Regional Planning Beijing - China World Trade Center 


(June 19-23) february from 26 to 27 


Urban Conservation: Revitalization Issues and 
Practice Sumani g 
(June 26-30) www.essec.fr 





http://web.mit.edu/spurs/wwwi 
Contact: Nimfa de Leon, Massachusetts Institute of Technology, Rm. 10-400, 
“77 Massachusetts Ave., Cambridge, MA, 02139. USA. 
Phone: (617) 253-5915 Fax: (617) 288-0382, Email: nvdeleon@mit.edu. 
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Come to the HANNOVER FAIR and 
experience the true meaning of the word 





partnership. Six leading trade fairs with 
more than 7,500 exhibitors will show- 










case an unrivalled cross-section of 


industrial technology. 


E Factory Automation 


Mi CeMAT - Materials Handling 
and Logistics 
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lran, Islam and democracy 


RE Islam and democracy compatible? 

Iran’s parliamentary election this Friday 
will not provide a definitive answer, but it 
may provide some hints. It turns, in any 
event, on the issue of how democratic an Is- 
lamist regime can be. Iranians can elect, in a 
tolerably fair way, the representatives they 
want; the question is how much authority 
and freedom their system then allows these 
representatives. Our conclusion, suggested in 
pages 22-24, is not much. President Muham- 
mad Khatami has succeeded in making the 
theocratic state less restrictive. But a growing 
number of Iranians—the bold, the thoughtful, 
the young—want an administration and a ju- 
diciary that are free from clerical despotism. The turbaned are 
finding it ever harder to slap these hungry reformers down. 

Outside Iran, political Islam has long since lost the cohe- 
sive, cataclysmic energy that the western world, perhaps 
wrongly, detected in the years after Iran’s 1979 revolution. It 
has not, however, lost its power to alarm. The concept of “Is- 
lamic terrorism” still chills people, in Moscow these days as 
well as in New York. Christians in Nigeria’s Muslim states 
quail at the introduction of the sharia (religious law). And 
most Arab countries are still so wary of political Islam that 
they refuse to allow it any political licence at all. 

Secularists share a simple fear: they believe that once Is- 
lamist politicians have got themselves into a position of con- 
trol, they will never let go. The Islamists themselves feed that 
fear when they preach of power coming from God, of religion 
and state being one, and the separation of the two a secular 
aberration. But, so far, Iran is the sole example of radical Is- 
lamists running anything like a democracy. With democratic 
reform strongly promoted in this election, and with Iran’s 
braver prelates now admitting publicly that political power, 
even if divine in origin, belongs to the people, it is much too 
soon to pronounce that the Iranian test case has proved de- 
mocracy and political Islam to be incompatible. 


Don’t blame Islam for bad behaviour 


Alas, the Islamic world is not burdened with examples of 
good government, let alone democracy. But religion is seldom 
the culprit: look, rather, for cruel autocrats, corrupt feudal sys- 
tems, overbearing armies or any combination of the above. 
Indonesia, the largest Muslim country, is now working its dif- 
ficult way through a bad inheritance, but its new, democrati- 
cally chosen president is an Islamist of welcome moderation 
and its Islamic tradition has long been tolerant. Pakistan, a 
state specifically designed for Muslims, is in a poor way, but 
not on account of its religion (see page 28). Turkey would 
shine more convincingly as a democracy if its army had not 
thrown out a government dominated by mild Islamists. 
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The scene darkens as one moves west, 
with the Arabs inhabiting the least demo- 
cratic patch on God's earth. Most Arab rulers, 
be they kings or presidents, take all the deci- 
sions that matter; their minions then carry 
them out. If they cannot claim a crown, they 
are re-elected through soft-flowing referen- 
dums. Arab ruling parties, with cash and pa- 
tronage in their gift, can usually win without 
cheating, though to be safe they usually cheat 
too. Religion is largely irrelevant to this com- 
mon misbehaviour. 

Adherence to an austere, even cruel, form 
of Islamic law puts Saudi Arabia at the bot- 
tom of most tourists’ wish-lists. But it is its 
feudal ruling family, not Islamic precept, that bars even the 
pretence of democracy. Syria’s President Hafez Assad, having 
rid himself of the Islamist “threat” by murdering many thou- 
sands at Hama in 1982, rules as an undisputed despot who in- 
tends, in feudal fashion, to pass the job on to his son. Egypt's 
President Hosni Mubarak, who let his Islamists live, but then 
had to fight the movement’s armed wing, now locks up civil- 
ian Islamists to keep them out of politics. Algeria’s army pre- 
ceded Turkey’s in pushing Islamists out of power, but in a 
way that led to a savage eight-year civil war in the 1990s. 

There are exceptions, of course, when Islamism itself is a 
principal villain. In Sudan, an unrelenting Islamist gov- 
ernment in a religiously divided country has exacerbated a 
painfully long civil war. And the Taliban has enforced a prim- 
itive form of Islam on Afghanistan that has had the Iranians, 
as well as everybody else, in shock. Making matters worse, 
both regimes have trained and been host to the bands of rov- 
ing mercenaries who keep alive the fear of Islamic terrorism. 

The West has paternity rights to these terrorists, claims 
Russia, which says—perhaps disingenuously—that it was Is- 
lamist allies of the Chechens who blew up blocks of flats in 
Moscow last year. But Russia is correct about the paternity. In 
the 1980s, America, with Pakistan, financed, trained and 
equipped some 50,000 volunteers, mainly Arab, to fight the 
Soviet occupation of Afghanistan. When the Afghan war was 
won, the volunteers dispersed, looking for ways to practise 
the only skill they knew. One of them, Osama bin Laden, 
turned against America during the war with Iraq. A rich and 
clever Saudi, Mr bin Laden at one time ran a lethal network. 
He has now, it seems, been contained, a liability to the Tali- 
ban regime that may well eventually hand him over in ex- 
change for international respectability. But there are many 
other “Afghanis”, capable of individual acts of great evil. 

The actions of a few zealots have helped to discolour un- 
derstanding of political Islam. The importance of the move- 
ment, these days, is not what it can achieve in the political 
field, and even less what it can do with its bombs. It is rather 
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its mole-like incursions into ordinary life. In many Muslim 
countries, particularly in the Middle East, people are behav- 
ing, or finding themselves obliged to behave, in a stricter Is- 
lamic manner. Suddenly, there are more curbs on what they 
can read, or how they can entertain themselves. Women, not 
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always unwillingly, are having to cover up. 

The happy exception to this trend is Islamist Iran. Here, 
people are beginning to find that they can burst out of old re- 
strictions, not enter into new ones. Political Islam still pro- 
vides dangers, but it also provides reasons for hope. 





The good European 


Why Britain’s prime minister needs to change tack on Europe 


ONY BLAIR wants to solve Britain’s European problems. 

He came to office determined to persuade the other mem- 
ber states that Britain can be a dynamic and enthusiastic part 
of the European project. Domestically he wanted to take on 
and defeat the Eurosceptics. So far, it has not worked out like 
that. Britain’s relations with the European Union are still of- 
ten dogged by arguments over everything from beef to tax. 
And domestically, polls show Euroscepticism on the rise. 

But Mr Blair has a plan. He believes that by winning the 
argument for economic reform in Europe, he can mould the 
European Union's agenda. In doing so he hopes that he will 
simultaneously defuse much of the resentment Britons feel 
towards the Eu. 

That is why the prime minister and his team are devoting 
a remarkable amount of energy towards preparing for a little- 
discussed European summit in Lisbon next month. In an in- 
terview with The Economist this week (see page 57), Mr Blair 
asserted that “Lisbon should be a turning point in European 
economic policy.” He wants the summit to lead to an explicit 
Eu endorsement of the need to “update” Europe’s social 
model. The rhetorical emphasis, he believes, should be 
switched from welfare protection towards job creation. And 
he has a shopping list of pan-European measures for the pro- 
motion of electronic commerce and the “new economy”. 

There is no doubt that the prime minister thinks that these 
are important goals. But it is equally clear that Lisbon is a key 
part of his strategy for regaining control of the European de- 
bate in Britain. Convince Britain that Europe is changing, so 
the theory goes, and Britain’s attitudes to Europe will change. 

Mr Blair is right to worry about a poisoning of attitudes to 
the £u. And it is easy to sympathise with his complaint that 
Britain’s European debate is often feverish and one-sided. If 
you believe the more rabid Eurosceptic commentators, the 
economies of continental Europe are in terminal decline, 
locked in a socialist time-warp. In fact Germans remain con- 
siderably richer—on average—than Britons, and the French 
economy is now growing at a cracking pace. The Dutch have 
matched the British on unemployment (see page 56) 

But ultimately Mr Blair’s Lisbon strategy—however well- 
intentioned—is unlikely to be enough to halt the deterioration 
in Britain’s relationship with Europe that he rightly fears. That 
is because, although Eurosceptic rhetoric can be wild, it is 
based on genuine issues that need to be faced. It is true that 
there is more of an appetite for further integration in other 
European states than in Britain. It is true that joining the single 
currency would transfer control of monetary policy from 
London to Frankfurt. And it is true that Romano Prodi, the 
head of the European Commission, has called for an exten- 
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sion of majority voting to some issues of taxation. Simply 
changing the subject to the need to prepare Europe for the 
“new economy” will not make these issues go away. 


Get flexible 


There is, however, another way of drawing the poison from 
Britain’s relations with Europe. That is to accept that Britain 
and its European partners have differing appetites for further 
integration. Rather than attempting to block all developments 
they dislike, the British should stand aside and let others go 
ahead where they want to. That would solve two problems at 
one stroke. It would mean that Britain no longer irritated its 
partners by acting as a drag on the “European project”. And it 
would defuse widespread fears in Britain that the country is 
being dragged into schemes that it dislikes. 

As it happens, this is the approach that Britain has already 
adopted on a couple of key issues. It opted out of the single 
European currency, although Mr Blair says he is determined 
to join up when economic conditions are right. And Britain 
has also opted out of the abolition of internal European fron- 
tier controls, negotiated through the Schengen agreement. 

Unfortunately, rather than building on this approach, the 
British government is wary of further “flexibility”. Mr Blair 
says that the extreme version of flexibility, which he defines 
as renegotiating the terms of Britain’s entry into the European 
Union, would be a “complete catastrophe for Britain” leading 
either to “national humiliation” or to exit from the Eu. But he 
is not terribly keen on the more limited form of flexibility ei- 
ther, which reserves the right to opt out of future develop- 
ments that Britain finds uncongenial. “Every time we opt out 
of something,” he argues, “we lose influence over it.” 

But this argument is, at the very least, finely balanced. If 
Britain finds further tax harmonisation of the sort proposed 
by Mr Prodi uncongenial, it might be more straightforward 
simply to try to opt out of it—rather than to veto it, or to join 
in the hope of “influencing” it. There are a few issues— 
notably defence—where Britain is actually more integrationist 
than some other European countries. And here too flexibility 
would allow the keen countries, like France and Britain, to go 
ahead, while allowing traditional neutrals like Sweden, Aus- 
tria and Ireland to opt out if they choose to. 

Flexibility is not a cure-all. If the single market is to oper- 
ate, it needs some common rules. But the old argument of the 
Foreign Office that flexibility is to be resisted because it will 
lose Britain influence—“a place at the top table”—is no longer 
convincing. There is no point being at the “top table”, if you 
cannot bring yourself to eat what is on the menu. 

— 
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Cash remains king 


For decades, people have predicted a cashless society, yet consumers still love cash 


(9 ONEY can’t buy friends, but you can get a better 

class of enemy”, Spike Milligan, a British comedian, 
once opined. Without money, much economic activity would 
grind to a halt. But what is money? Over the centuries, many 
things have served the purpose, from beads to cowrie shells to 
pigs. More recently people have found notes and coins rather 
easier to carry around. Soon, however, notes and coins could 
go the same way as pigs, to be replaced by electronic digits 
that transfer value at the click of a mouse—or so digital enthu- 
siasts would have us believe. They may be right: but don’t bet 
your last dollar bill on it. 

Futurologists have predicted a cashless society ever since 
the invention of “plastic money”. It is exactly 50 years since 
Diners Club introduced the world’s first charge card. Credit 
cards, which followed slightly later, took a long time to catch 
on, but now, as Alan Greenspan, chairman of America’s Fed- 
eral Reserve, recently joked, “children, dogs, cats and moose 
are getting credit cards.” Yet people seem unaccountably fond 
of cash. In America, Germany and Japan the value of notes 
and coins in circulation has risen faster than the value of cpp 
over the past 30 years. This implies that the average person is 
carrying more, not less, cash than he used to. 

Why is this? Part of the answer is that a growing chunk of 
American and German bank notes circulate outside these 
countries, in such places as Russia where the local currency is 
not trusted. However, foreign holdings of yen are relatively 
small. A second explanation is that tax evasion and illegal ac- 
tivities such as drug trafficking, conducted in cash, have in- 
creased. A third, more prosaic reason is that an expansion in 
the number of cash machines has increased the convenience 
of using the stuff. 

After more than 2,500 years of existence, cash may be 
looking a bit long in the tooth for today’s “new economy”. But 
the truth is that it is still ideally suited to many everyday pur- 
chases. Could e-cash become a serious rival? With a prepaid 
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card, where money is stored on a computer chip, you need 
never be short of the right change for a ticket machine or 
parking meter. And the explosion in Internet commerce could 
give a boost to privately issued digital cash that can be used to 
make payments over computer networks. 

The elimination of many physical cash transactions is cer- 
tainly technically feasible, and e-cash plans are proliferating 
(see page 69). But there are still big barriers to a cashless soci- 
ety. Nothing can ever be as liquid as notes and coins, which, 
as legal tender, are acceptable as payment everywhere; digital 
cash is unlikely ever to match cash for ubiquity. An even big- 
ger problem with most e-cash systems is that they allow gov- 
emments or firms to snoop on your spending habits. It is not 
only criminals that might wish to avoid that. 


Money talks 


The biggest advantage of cash over cheques, credit cards and 
most current forms of e-cash is, indeed, its anonymity. In the- 
ory, digital cash could be designed to offer the same pri- 
vacy—a fact that worries governments. If transactions could 
be made with anonymous e-money, this would increase the 
scope for tax evasion and money laundering. It is largely 
thanks to government pressure that most versions of e- 
money deny users the anonymity of old-fashioned cash. 
Without such privacy, e-money will never eliminate cash. 
The awkward truth is that many governments would love 
to get rid of traditional, anonymous cash if they could, pre- 
cisely in order to reduce the opportunities for tax evasion and 
crime. They would do better to tackle such problems at 
source, by reducing the incentives to dodge the taxman and 
by better policing. If cash provides a safety value that makes it 
possible for some firms to escape overly burdensome taxes 
and regulations, long live cash. Money may be able to buy a 
better class of enemy, but remember that the enemy of op- 
pressive governments is often the friend of the people. 





Picking winners 


A better way must be found of choosing bosses of international organisations 


ICHEL CAMDESSUS, the Frenchman who has been 

managing director of the International Monetary Fund 
for the past 13 years, stepped down this week. But, although 
he gave over three months’ notice, the ımF has been unable to 
agree on a successor. The only declared candidate, a state 
secretary in the German finance ministry named Caio Koch- 
Weser, seems the likeliest bet, mainly thanks to energetic lob- 
bying by the German chancellor, Gerhard Schröder. He is 
manifestly not the best choice for the job: little political clout, 
a mediocre career as a development economist in the World 
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Bank, almost no management experience. No wonder the 
Americans, French and British, among others, are unenthusi- 
astic. Moreover, a candidate with far better credentials is al- 
ready at work in the Fund: Mr Camdessus’s American deputy, 
Stanley Fischer. Yet everybody now seems resigned to Mr 
Koch-Weser’s eventual appointment. 

Choosing the wrong man will be bad for the Fund, at a 
time when its role in international finance needs redefining 
and its activities are as politically controversial as ever. Nor is 
the imF the only international organisation to have run into 
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trouble over filling its top post. Last year’s deadlock over the 
World Trade Organisation was resolved only by splitting the 
job between the two leading candidates, an unsatisfactory 
ruse that was used for the European Central Bank as well. 
Some bodies, including Nato and the European Bank for Re- 
construction and Development, have endured interregnums 
without any head at all. Several UN agencies, such as UNESCO, 
the Food and Agriculture Organisation and the World Health 
Organisation, have suffered disastrously from the folly and 
corruption of politically appointed bosses. 

A main task for any good multinational company is suc- 
cession planning at the top. Yet such planning is entirely ab- 
sent in international organisations. This hurts: preparations 
for November's shambolic wro meeting in Seattle were held 
up because the trade body lacked a boss, and overdue re- 
forms at the UN, the oec» and the Bretton Woods institutions 
have often been delayed by failures of leadership: It some- 
times seems as if, despite the time, effort and money that has 
gone into setting up and fostering international organisations, 
the world’s political leaders are bent on undermining their 
value by picking either the wrong boss or no boss at all. 

Three underlying causes of the trouble can be identified. 
One is job reservation: the tradition that the 1mr’s head is 
European and the World Bank’s American has ruled out Mr 
Fischer, for example. A second is an absurdly parochial na- 
tionalism. Mr Schröder is pushing Mr Koch-Weser not on his 
merits, but solely because he is German; Britain was similarly 
determined to “bag” narto last year; France has often blocked 
candidates for top posts because they are not fluent enough 
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in French. Third is the requirement that most top posts must 
be filled by consensus among members, giving every country 
a potential veto over any candidate. 


Search and ye shall find 


It would be splendid to take politics out of the choices for top 
international jobs, but it is also unrealistic. However, the sys- 
tem could be redesigned to make its intrusion less damaging, 
and to increase the chances of finding the best candidates. 
Job reservation, for a start, should go. Majority voting, with 
suitable weightings such as two-thirds of the membership 
and 51% of the shares, or qualified majorities inside the Euro- 
pean Union, should be introduced to get round the veto. An- 
other idea that would promote merit over nationality would 
be to allow member governments to nominate only nationals 
from other countries. 

The best plan of all would be to take a leaf out of private 
companies’ books. When a job vacancy is approaching, set up 
a selection committee, composed of members of the organisa- 
tion’s governing body or of government nominees. The com- 
mittee would be charged with the task of putting forward, 
say, three candidates; it could call on the help of professional 
headhunters, if need be. The candidates’ merits could then be 
publicly debated, before the organisation’s executive or board 
interviews each candidate, preferably in public, in a con- 
firmation hearing. Such a procedure would make it far harder 
for government leaders to foist dud candidates or failed poli- 
ticians on international organisations. It is not too late to start 
now, with the mmr job. 





Onward, Christian Democrats? 


Only if Wolfgang Schauble’s successor can persuade the party’s 


old guard to come clean 


HE leader has gone, for the good of the party, and it seems 

churlish not to applaud and say, “Well done, Wolfgang 
Schauble. By falling on your sword, you have done the noble 
thing and now we can put all this behind us and move on.” 
Yet the words do not come easily. A feeling persists that this is 
the wrong leader, resigning for the wrong reason, and that it is 
too soon to bring down the curtain on the German Christian 
Democrats’ financial scandals and all their ramifications. The 
whiff of something rotten is still in the air and, until its source 
is fully exposed and dealt with, it will continue to contami- 
nate the Christian Democrats, and maybe others too. 

The man who could do most to help, and therefore the 
man who should have been humbling himself this week, is 
Helmut Kohl. It was he, by his own admission, who accepted 
illegal contributions to his party’s funds, yet he defiantly still 
refuses to name the donors. Mr Schauble has reason to be em- 
barrassed too: among other things, he admits he took a hand- 
some cash donation from an arms dealer. This was certainly 
an error of judgment, but a legal one, it seems, not in itself a 
resigning matter. Hence the feeling that Mr Schauble, vari- 
ously Mr Kohl's protégé, loyal supporter and faithful succes- 
sor, has now become his proxy and his fall-guy. 

As for the reason for resigning, it is not any admission of 
guilt for misdeeds, or even errors of judgment. No, it is to al- 
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low the party to make a new beginning (see page 53). Not, of 
course, that this is for Mr Schauble a narrow partisan matter. 
Rather it is for the sake of Germany: it is of “supreme impor- 
tance” that the Christian Democrats remain a strong force for 
integration in the political centre if the crisis in the party is not 
to become “a crisis of our democracy”. “This goal must come 
above all else,” said the departing leader. 

Bunkum. Democracies need honest parties, parties that 
admit their mistakes and purge their rotten elements, more 
than they need forces for integration in the political centre. A 
rotten Christian Democratic Union (cpu) will do nothing to 
serve democracy. Nor, moreover, will it be a force for integra- 
tion. The voters will mistrust it and turn elsewhere. If they 
sense that the other mainstream parties are decent and hon- 
est, they will give them their support. If not, they will stay at 
home—or look to the extremes. That is exactly what Mr 
Schauble says he wants to avoid. 

Germans are in censorious mood these days—look at their 
unforgiving criticisms of the apparently minor infractions of 
leading Social Democrats, such as Johannes Rau—but they 
are not turning to the extremes, not yet anyway. Before they 
resort to that, they have other possibilities to explore. One is 
the party of Chancellor Gerhard Schröder, the Social Demo- 
crats, who may yet emerge looking reasonably clean from the 


THE ECONOMIST FEBRUARY 19TH 2000 


intensive scandal-searching now going on. Another is their 
partner in government, the Greens, in secular decline, it 
seems, but no longer barmy in their policies. On the contrary, 
on economic policy the Greens often make more sense than 
the Social Democrats. 


A chance for the liberals 


And then there are the Free Democrats, Germany’s liberals. 
They are centrists, for whom the tribulations of the Christian 
Democrats provide a historic opportunity. Were they to es- 
pouse liberal social policies to match the economic ones they 
have long advocated, they could expand their popular appeal 
and thus escape from their traditional role as coalition make- 
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weights to become a mass party in their own right. At any rate 
they could hope to. The point is, however, that German de- 
mocracy is not yet at stake; the fate of the Christian Demo- 
crats may be. 

Here Mr Schäuble is right. “The cpu is in the worst crisis in 
its history,” he said this week. What he did not say was that, if 
his successor is to get the party out of its crisis, he—or more 
likely she—will have to persuade the party’s grand old man, 
Mr Kohl, and all those around him at the end of his 25-year 
reign as party chairman, to come clean about what was going 
on. Only then will the voters be prepared to put their trust, 
once again, in the cpu. The good news, however, is that in the 
meantime German democracy will probably survive. 





A blast from Zimbabwe 


It should be trumpeted throughout Africa 


EW people hoping for good news from Africa would have 

expected to hear it from Zimbabwe. It won its indepen- 
dence late, thanks to the recalcitrance of a bloody-minded 
white minority, but then seemed to deny itself the one benefit 
to be had from this misfortune: the opportunity to observe, 
and therefore avoid, the post-independence mistakes made 
by so many of its northern neighbours. Since 1980, when the 
white minority at last gave way to the black majority, the 
country has been run by one party, zANU-PF, under one 
leader, Robert Mugabe. His rule has grown ever more incom- 
petent, ever more autocratic and ever more disappointing to 
those, at home and abroad, who had at first wished him well. 
Hence the surprise and delight that Zimbabwe should have 
delivered such an eye-catching lesson in democracy as the 
one it gave this week, when the voters rejected the draft con- 
stitution they had been asked to approve in a referendum. 

No thanks to Mr Mugabe, of course. But never mind: he 
was at least gracious in defeat (see page 47), as well he should 
have been, given the unambiguous message of the voters and 
the equally unambiguous efforts of his government before- 
hand to secure a yes vote. With a parliamentary election due 
in April, a little generosity of spirit will do him and his over- 
weening no harm. 

The referendum result, however, has implications far be- 
yond the coming election. It showed the extent of unhappi- 
ness about Mr Mugabe's handling of the economy: inflation 
running at 60% or higher, chronic fuel shortages, elephantine 
foreign debt and general mismanagement so great that the 
ime and other donors have been driven to suspend aid. It also 
showed the unpopularity of Zimbabwe's involvement in the 
war in Congo, an involvement that not only kills Zimbab- 
wean soldiers but also consumes scarce revenue and is pur- 
sued, it is widely assumed, mainly for the enrichment of peo- 
ple in positions of power. 

These concerns may have loomed larger in the voters’ 
minds than the matter on which they were supposedly pass- 
ing judgment, the draft constitution. But even on this the gov- 
ernment displeased many Zimbabweans. First it rigged the 
commission that was to produce the draft. Then the commis- 
sion largely ignored the clear views of most of those who at- 
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tended its public meetings. The resulting blueprint would 
have allowed draconian emergency powers, a feeble bill of 
rights and, not incidentally, a licence for Mr Mugabe, now 75, 
to run for two more five-year terms. Another provision, al- 
lowing the government to seize and redistribute (mainly 
white-owned) farms without compensation, was meant to 
make it all palatable, but in the event failed to do so, despite 
efforts to turn race into an issue. 

This is the moment for Mr Mugabe, father of the nation 
and all that, to make a graceful exit. His party needs younger 
blood. So does his country. Zimbabwe might get it from the 
opposition, which is vigorous but, not surprisingly in the face 
of so much official intolerance, divided and disorganised. Its 
priority must be to sort itself out, preferably before the April 
election, certainly after that, when a properly representative 
commission should be asked to draw up another draft con- 
stitution. This could then be approved by referendum before 
the next presidential election, due in 2002. 


Last chance for decent exit 


Any attempt to clamp down risks a messier, bloodier and 
more ignominious end for Mr Mugabe. Better, therefore, to go 
quietly now. Such is not the African way: presidents are sel- 
dom driven peacefully from power. But then popular votes 
seldom go wrong for African governments. That is not just be- 
cause they rig the voting; it is because, in Africa, the ruling 
party and the government are usually synonymous both in 
fact and in the minds of the voters. 

Zimbabwe, however, has shown that this need not be true 
for ever. It has shown that brave dissidents, energetic civic 
groups and networks of discontented individuals can some- 
times win, even in the face of harassment, bribery of the vot- 
ers, media manipulation and misuse of all the apparatus of 
government. It has shown, above all, that Africans, like other 
people, relish the power of the ballot-box. To use it properly, 
though, they need free institutions and tolerant rulers. If Mr 
Mugabe can demonstrate, before he goes, that he understands 
this, he will have done not just Zimbabwe but the entire con- 
tinent a favour. 
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IRAN’S ELECTION 





people against the mullahs 


Under President Muhammad Khatami, Iran has become a more humane 
country. It has yet to become a more democratic one 


LECTIONS in the Middle East, Israel's 
apart, rarely merit a first, let alone a sec- 
ond, glance. Yet the result of Iran’s par- 
liamentary ballot, held on February 18th, is 
keenly awaited. The way the vote goes could 
be crucial to Iran’s fledgling struggle to har- 
monise democracy and Islamism. And since 
Iran is the only country to contemplate com- 
bining a strict Islamist regime with demo- 
cratic practices, the election may provide a 
clue as to how compatible the two can be. 
The Islamic republic holds reasonably 
decent elections, proving at least that a theo- 
cratic state and a free popular votecan go to- 
gether. But this does not mean that the state 
itself is run along democratic lines. Even 
Iran’s elections have their quirks: in the 
weeks before the present one, several hun- 
dred candidates, predominantly from the 
reformist camps, were disqualified by the six 
clerics and six jurists on the Council of 
Guardians (a body that was originally 
formed to supervise elections but now 
screens the candidates too). However, de- 
spite all that, Iran’s electoral system shines in 
comparison with the shabby parody of 
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democratic practice that most Arab regimes 
inflict on their voters. 

Few people took note of Iran’s post-revo- 
lutionary elections until 1997, when the 
presidential ballot gave an unanticipated 
landslide victory to Muhammad Khatami. 
An unexceptional conservative candidate 
had been expected to drift home, but Irani- 
ans—particularly the young and frus- 
trated—decided otherwise. They voted for 
Mr Khatami, and the hopes he had awak- 
ened of political and social change. Now, 
three years on, the issue is no longer whether 
or not there should be reform at all, but how 
deep-cutting and far-ranging that reform 
should be. 

Iran isa much more open place to live in 
than it was when Mr Khatami took office. 
There have, as yet, been no vast changes of 
policy, but, under the benign influence of 
the president and his men, many of the petty 
rules and regulations that made things so 
drab for ordinary families have been forgot- 
ten about or, at least, are not so severely en- 
forced. It is easier, for instance, for a boy and 
girl to go out together, for a family to own a 


satellite dish (though these are still officially 
banned), or for anyone to read a lively, dis- 
senting newspaper. 

Liberalisation proceeds by jumps and 
starts, and could yet go into reverse: no 
changes are official. The conservatives fight 
their rearguard battle through the courts and 
the mosques, clapping journalists, editors 
and protesting students into jail. People are 
unjustly prosecuted, punished for spurious 
crimes; the “special” or “revolutionary” 
courts come up with inexplicable judg- 
ments. A group of Iranian Jews was arrested, 
accused of breaking Iranian law by commu- 
nicating with Israeli friends or relatives, and 
threatened with the death penalty. Rogue 
operatives inside the security services have, 
at times, decided it was simpler just to assas- 
sinate liberals they did not like. 

But the regime quite often tries to back- 
track from its more heinous mistakes, pun- 
ishing the over-zealous, letting people qui- 
etly out of prison or reducing their sentences 
when it thinks enough time has gone by to 
save face. As one radical paper is closed, an- 
other springs up in its place. And the last edi- 
tor to be imprisoned used his trial as a mag- 
nificent platform to trounce his accusers, 
calling for changes that would, in effect, shift 
power from the unelected and unaccount- 
able to the elected and accountable. 

The goal, say Iran’s more dedicated re- 
formers, has now moved beyond easing 
rules and regulations—desirable though that 
still is—towards institutional change. The re- 
formers want to reinterpret and democratise 
Iran’s Islamic constitution, which they claim 
hard-core conservatives have distorted; they 
wanta unified and independent judicial sys- 
tem, and they are working towards the sepa- 
ration of powers. But here they have run into 
an almost unbudgeable barrage of opposi- 
tion, from centrists and “moderates” in their 
own reform camp as well as from conserva- 
tives. 


Thecentral pillar 


Until now, altering the core of the Islamic 
system has been more or less unthinkable. 
Intellectuals who suggested it were accused 
of wanting to dismantle the sacred legacy of 
the late Ayatollah Khomeini. But, even here, 
things are now a little less hard and fast. If 
committed reformers turn out to have done 
well in Friday's election—which at this point 
is very far from certain—the unthinkable 
will start to be thought about, may also be 
talked about, and, just possibly, may be gin- 
gerly acted upon. This is what makes the 
present election so significant. 

The basis of Iran’s theocratic system is 
velayat-e fagih, or the rule of the religious ju- 
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rist. This Shia Muslim concept, refined by 
Ayatollah Khomeini some years before the 
revolution, gives one man—Khomeini him- 
self, of course, in his lifetime—absolute au- 
thority over all vital matters of state. As su- 
preme leader, he is head of the army, the 
security services and the judiciary; he has the 
final say on both internal and international 
affairs. No important decisions can be taken 
without his consent. In holding such power, 
he is not unlike the Arab world’s “elected” 
presidents in, say, Egypt or Syria, or its less- 
than-constitutional monarchs. But Iran’s po- 
tentate is selected by a body of senior clerics, 
known as the Assembly of Experts, and it is 
his duty to ensure that all political action is 
the execution of God's will. 

Nobody questioned this state of affairs 
so long as Khomeini was alive. The imam, as 
he is universally known in Iran, died in 1989, 
revered to the end and beyond 
it. His successor, Ali Khamenei, 
was voted unanimously into 
the job by the clerics in the As- 
sembly of Experts, but only 
after considerable difficulty. 
Ayatollah Khamenei is a much 
lesser man than his predeces- 
sor, lacking his authority, schol- 
arship and esteem. 

This is not to say he was a 
bad choice. He has not abused 
his position. And he is not an 
extremist: although staunch 
conservatives have tried to 
claim him as one of their own, 
and have sometimes succeed- 
ed, he seems to be basically a 
man of the centre-right. Impor- 
tantly, he has a close working 
relationship with Mr Khatami. 
The directly elected president, 
whose powers are so inferior to 
those of the indirectly chosen 
supreme leader, has never 
once hinted that he is uncom- 
fortable with his boss’s supervision. 

Mr Khatami stands for democratic 
accountability and for the rule of law in a 
civil society. He wants to make Iran a more 
open, humane and just place, with better re- 
lations with the outside world, including the 
United States. But he is cautious, carrying out 
his reforms with a certain stealth, deter- 
mined not to upset the apple-cart by going 
too far or asking for too much. He certainly 
does not question, at least out loud, the basic 
structure of the Islamic republic or its hierar- 
chy. In a sense, he is both president and op- 
position leader. 


Protesting voices 

This straddling of functions could, before 
long, become untenable. More impetuous 
Iranians are beginning to question, and balk 
at, the undemocratic set-up. An early sign of 
this impatience came during last July’s stu- 
dent demonstrations in Tehran. The protests, 


THE ECONOMIST FEBRUARY 19TH 2000 


to start with, were of the licensed kind: the 
students were angry at the closure of a radi- 
cal, free-speaking newspaper, and even 
angrier at the murderous invasion by right- 
wing thugs of one of their hostels. 

But as the protest gathered steam, a few 
of the demonstrators crossed a crucial line. 
They went from voicing permitted griev- 
ances to those that are absolutely unpermit- 
ted: they dared, however indirectly, to ques- 
tion the velayat-e faqih, the mainstay of the 
Islamic system itself. Although these protes- 
ters declared themselves loyal supporters of 
the president’s reform programme, they 
were swiftly disowned, prudently but not 
honourably, by Mr Khatami. 

Later, the ringleaders were harshly pun- 
ished by the courts: several received heavy 
prison sentences and four were sentenced to 
death, though they have not, so far as is 





Nouri makes his case for reform 


known, been executed. One of the nastiest 
aspects of Iran’s judicial system is its murki- 
ness, and the frequent difficulty of obtaining 
reliable information. 

The first public, unambiguous attack on 
Iran’s Islamic underpinning came last No- 
vember when Abdollah Nouri, the pub- 
lisher of a free-speaking newspaper, was 
tried by a clerical court on a long list of 
charges that ranged from insulting Kho- 
meini to advocating normal relations with 
the United States. Unwisely, the court agreed 
to hisdemand that his six-day trial should be 
held in public. For Mr Noun is a true heavy- 
weight of the revolution, a mullah who was 
once Khomeini’s man in the radical Revolu- 
tionary Guard. 

Like others in the reformist camp, his 
views have matured and changed over the 
past 20 years. Now judged to be too moder- 
ate, he lost his long-time job as interior min- 
ister, but was nonetheless thought to be in 
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line to be speaker of parliament (Iran's third- 
most-important post, after the supreme 
leader and the presidenz) after the election. 
He is popular, coming top of the list in Teh- 
ran in the recent municipal elections. 

He seized his chance. Speaking to the 
country as well as to his accusers, he rejected 
the idea that anybody should have a mo- 
nopoly on religious interpretation, arguing 
that pluralism was acceptable under the Is- 
lamic system, and defending the right of 
dissident groups and theologians to present 
their views. He challenged the principle that 
the supreme leader was above the law. Politi- 
cal power, he argued, though divine in ori- 
gin, should be exercised on behalf of the peo- 
ple by their elected representatives. 

It was all too much—and anyhow the 
conservatives were determined to get Mr 
Nouri out of the way before the parliamen- 
tary elections. Found guilty of 
undermining the foundations 
of Islam, he was packed off to 
prison for five years. But his 
supporters published the tran- 
script of the trial, calling it 
“Hemlock for a Reformist” 
(thus making the obvious com- 
parison with Socrates, who was 
forced to poison himself with 
hemlock after speaking out at 
his trial in ancient Athens). The 
book became an immediate 
bestseller. 

The next voice to challenge 
the system was even more ven- 
erable, and authoritative, than 
Mr Nouri’s. Grand Ayatollah 
Hossein Ali Montazeri, a 
learned and independent- 
minded cleric, was once Kho- 
meini’s anointed successor as 
supreme leader. Falling into 
disgrace in the late 1980s for be- 
ing too independent (he spoke 
out against what he believed to 
be violations of Islamic justice, including 
mass executions), he now lives under house 
arrest in Qom, Iran’s most holy city, an im- 
portant but largely soundless presence. Last 
month he decided to break his silence, giving 
a long written interview to a British newspa- 
per, the Guardian. 

Mr Montazeri did not pull his punches. 
“Islam”, he said, “is for the separation of 
powers and does not recognise the con- 
centration of power in the hand of a fallible 
human being.” The supreme leader should 
be accountable, subject to the law and open 
to public criticism. He should be directly 
elected instead of being chosen by a body of 
his colleagues. Above all, his powers should 
be confined to matters that come within his 
own area of religious expertise, and not ex- 
tended to other matters of state, such as for- 
eign affairs and economic issues. As things 
stand, he complained, Iran’s president has 
heavy responsibilities but almost no execu- 
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tive power. The ayatollah could hardly have 
been more direct, or more challenging. Ira- 
nian papers that carried extracts from the in- 
terview found themselves banned. 


Fear of counter-revolution 


Iran can become a much nicer country just 
by carrying on down the road that it has al- 
ready embarked upon, albeit with many 
stops and starts. It can implement the 
harsher side of Islamic justice less fervently, 
relax its more repressive or tiresome rules, be 
fairer to women (who already do better than 
in some Arab countries), allow free expres- 
sion and association. But it will not become a 
more democratic country until it accepts 
that clerical rule, the concept of velayat-e 
fagih, is not untouchable. 

Conservatives quail from laying a finger 
on the sacred concept. Any tinkering, they 
believe, would be dangerous. Even if the ap- 
proach were minimal, the momentum 
could, in the end, lead in some way to the dis- 
truction of Khomeini’s Islamic vision, the 
theocratic state. Some see Mr Khatami as an 
Iranian version of the Soviet Union’s Mikhail 
Gorbachev, a reformist whose efforts led in- 
exorably to the total collapse of a system. 

Are they right? In one respect, at least. Itis 
hard to see fundamental change to the theo- 
cratic state coming about in any way save 
through incremental reforms, a gradual cor- 
roding of the system. Any sudden or violent 
change seems remote. The regime’s most ac- 
tive enemy, the Mujahiddin e-Khalq, can 
bring out huge crowds-in-exile or even, as it 
did this month, explode mortars outside the 
palace of the supreme leader in Tehran, but 
there is little hard evidence to support its 
boast of widespread support throughout 
Iran. Its political programme is attractive 
enough. But the fact that its armed forces 
have, for lack of an alternative, been obliged 
to make their base inside Iran’s old foe, Iraq, 
tells heavily against it. 

Iran’s army, by tradition, stays out of pol- 
itics. The Revolutionary Guards, who are 
called out from time to time to quell “riots”, 
cracked that tradition this week when, 
against their own government's policy, they 
issued a statement saying that Ayatollah 
Khomeini’s 11-year-old fatwa sentencing a 
British writer, Salman Rushdie, to death was 
as valid as ever. But the army stays quiet. In 
the past century, Iran has experienced only 
two military coups: the one that established 
Shah Reza Pahlavi in power in the 1920s, and 
the one when his son, Shah Muhammad 
Reza, joined the c1a to confront the threat of 
“communism” posed by Muhammad Mos- 
sadegh in the 1950s. Notably, the army did 
not intervene when the Islamic revolution 
overthrew the monarchical regime in 1979. 

But the slow corrosion of Iran’s Islamic 
framework is not out of the question. Iran, al- 
though an Islamic state, imbued with reli- 
gion and religious symbolism, is an increas- 
ingly anti-clerical country. In a sense, Iran 
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How long will their patience last? 


resembles some Roman Catholic countries 
where religion is taken for granted, without 
public display, and with ambiguous feelings 
towards the clergy. Iranians tend to mock 
their mullahs, making mild little jokes about 
them; they certainly want them out of their 
bedrooms. In particular, they distrust their 
political clergy. The term “political cleric” 
was derogatory until Khomeini refurbished 
it with his own example of a political leader 
who was also a senior theologian. The first 
parliament after the revolution was domin- 
ated by mullahs. But clerical numbers in par- 
liament have been decreasing ever since. 

Although President Khatami, his prede- 
cessor Ali Akbar Hashemi Rafsanjani, and 
Ali Akbar Nateq-Noori, the current speaker, 
all wear the long robes and turbans of clerics, 
all the political factions have found it ex- 
pedientin this election to cut down yet again 
on the number of mullahs on their lists of 
parliamentary candidates. The reformists go 
further, sometimes not mentioning Islam at 
all in their speeches. At a reformist rally this 
week, in a Tehran student stadium, one of 
the speakers, in a standard Iranian way, 
chanted “Islam and freedom”. The students 
echoed him with a shout of “freedom” but 
were notably silent about Islam. 


Shuffling towards democracy 


Distrust of political clergy does not add up to 
the desire to do away with the theocratic 
state; after all, in most democracies, sensible 
people distrust their politicians. And even if 
it did, it isnot a choice that Iranians are going 
to be given in the foreseeable future. Where 
they do have a choice is in voting for people 
who are prepared to try to reform and mod- 
ify the Islamic system, including, at least if 
some have their way, its most sacred main- 
stay, the authority of the supreme leader. 
Khomeini, the last supremo, did not 
bother himself with day-to-day decisions, is- 





suing orders and judgments from on high, 
many of which were ambiguous and quite a 
few contradictory. He left most of the deci- 
sion-making to Mr Rafsanjani, who for nine 
successive terms was parliamentary 
speaker. Pragmatic Mr Rafsanjani, a com- 
promiser par excellence, interpreted the 
ambiguities as he saw fit, being hardline or 
(relatively) moderate as he believed the par- 
ticular circumstances demanded. 

After two terms as president and a short 
stint on the fringes, Mr Rafsanjani is now 
once more standing for parliament. With Mr 
Nouri shut upin prison and Mr Nateq-Noori 
retiring, he has a good chance of becoming, 
yet again, parliament's speaker. This was 
why committed reformists tried particularly 
hard, during the election campaign, to do Mr 
Rafsanjani down. If he is again to be in 
charge of parliament, the reformists fear, the 
prospect is yet more compromise. 

The reformists hope to repeat Mr Kha- 
tami’s triumph of 1997, winning so conclu- 
sively that they can frustrate Mr Rafsanjani’s 
claim to the speakership.They dread a con- 
tinuation of the push-me-pull-you tactics 
that keep the country shuffling forward, but 
do not allow it to progress far in the pursuit 
of a more humane, let alone a more demo- 
cratic, regime. They also argue that if Iran 
continues to rock jerkily between reform 
and regression, there will almost certainly be 
repetitions of last summer's student riots— 
and the regime’s brutal response. 

They havea point. At pre-election rallies 
this week, students have been saying that 
this election is Mr Khatami’s last chance. If a 
reformist parliamentis voted in, they will ex- 
pect him to introduce fundamental change. 
If not, they will take matters into their own 
hands. The young and impatient are growing 
increasingly intolerant not only of clerical 
rule, but of clerical prudence too. 
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Schauble quits 


The leader of Germany’s 
Christian Democrats, Wolf- 
gang Schauble, resigned, ac- 
cepting responsibility for mis- 
handling a party-finance 
scandal that involves ex-Chan- 
cellor Helmut Kohl. The day 
before his announcement, the 
party was fined DM4im 
($21m) for breaking party- 
finance rules. 


Edith Cresson, a former 
French prime minister, lost her 
immunity from prosecution 
after a request to the Euro- 
pean Commission from Bel- 
gium. She faces allegations of 
fraud from her time as edu- 
cation commissioner. 





Cyanide, washed from a gold 
mine in Romania, killed over 
100 tonnes of fish and other 
wildlife in a long stretch of the 
River Tisza, spreading through 
Hungary and Yugoslavia into 
the Danube. 


Ukraine's new prime minis- 
ter, Viktor Yushchenko, toured 
Europe promising a range of 
economic and political reform, 
including privatisation, fewer 
civil servants and lower state 
spending. 


The secretary-general of NATO, 
George Robertson, visited 
Russia and agreed to resume 
ties, severed during last year’s 
war in Kosovo. 


General Dragoljub Ojdanic, an 
indicted war criminal, was ap- 
pointed the new defence min- 
ister of Yugoslavia, after the 
previous one had been shot 














> on ee as +e T>, 


FEBRUARY 19TH 2000 


dead last week. Separately, the 
Eu said that it was ending its 
boycott of flights into the 
country. 


North-South divide 


President Kim Dae Jung upset 
many South Koreans when he 
said in a newspaper interview 
that Kim Jong II, the North's 
communist leader, had “con- 
siderable judgment and 
knowledge”. The two countries 
are still formally at war. 


General Wiranto was sus- 
pended from the Indonesian 
cabinet, pending an inquiry 
into his conduct during last 
year’s terror campaign in East 
Timor. The government prom- 
ised a trial within three 
months of anyone believed to 
be responsible for atrocities. 


More than 7,000 people were 
made homeless after floods 
swept through low-lying areas 
of the southern Philippines. 


Bangladesh's latest national 
strike turned violent when at 
least 40 homemade bombs 
went off in the country’s capi- 
tal, Dhaka, killing at least one 
person. The strike is the latest 
in a series called by opposi- 
tion parties to force an early 
general election. 


Bush’s counter-push 





In the United States’ election 
race, George W. Bush, the 
Republican front-runner, 
pulled out all the stops in 
South Carolina, the next prim- 
ary state. He spent $3m on ad- 
vertising not only to woo the 
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state’s Republicans, but also to 
win over Democrats and inde- 
pendents who might be lean- 
ing towards his main Republi- 
can rival, John McCain. 


The Reform Party imploded 
when its most prominent of- 
fice-holder, Governor Jesse 
Ventura of Minnesota, de- 
clared he was leaving. Donald 
Trump, a New York property 
tycoon who was Mr Ventura’s 
choice as the party’s nominee 
for the presidency, said he 
was quitting the race. 


America’s estimated prison 
population reached 2m, up 
from ım at the start of the 
1990S. 


Two pupils from Columbine 
High School in Littleton, 
Colorado, where 15 people 
were killed last April, were 
found shot dead. 


Britain’s High Court ordered 
the home secretary, Jack 
Straw, to give copies of a con- 
fidential medical report on 
General Augusto Pinochet 
to four European governments 
seeking the extradition of 
Chile's former dictator. Details 
of the report were promptly 
leaked to two Spanish news- 
papers. It said that the general 
is suffering from brain damage 
and memory failure that 
would make him unfit to 
stand trial. 


As the American Congress 
considered a request for $1.6 
billion in military aid for Co- 
lombia to tackle drug traffick- 
ing, new figures from the cIa 
suggested coca cultivation in 
that country was up by one- 
fifth last year; it also doubled 
its estimate of Colombia's 
cocaine output. 


Ecuador's government sent 
to Congress a bill to replace 
the national currency, the 
sucre, with the dollar. Indige- 
nous groups, whose protests 
over a similar plan brought 
down the previous govern- 
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ment, said they would oppose 
this one too. 


Unlikely victory 


DRAFT 
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Breaking a 20-year tradition, 
Zimbabweans voted against 
President Robert Mugabe. In a 
referendum, 55% of them said 
no to a draft constitution that 
would have increased his 
powers and allowed him to 
stay in office for two further 
five-year terms. 


After three years of hard ne- 
gotiations, South Africa and 
the EU agreed a trade deal fi- 
nally resolving the squabble 
over South Africa’s use of the 
labels “grappa” and “ouzo” to 
describe their spirits. 


Cameroon beat Nigeria in 
the thrilling and controversial 
final of the African Cup of 
Nations, the continent’s foot- 
ball tournament 


Like his predecessor two years 
ago, Hans von Sponeck re- 
signed from his job as the top 
UN Official co-ordinating 
humanitarian aid to Iraq. He 
had come under pressure for 
blaming the United States and 
Britain for the failings of the 
oil-for-food programme. Jutta 
Burghardt, the head of the 
World Food Programme in 
Iraq, also resigned. 


After holding talks with the 
pope, Yasser Arafat, the Pal- 
estinian leader, signed an ac- 
cord with the Vatican which 
warns Israel that unilateral de- 
cisions on the status of Jeru- 
salem are “morally and le- 
gally unacceptable”. 
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| Europe online 


T-Online, an Internet-service 

| provider owned by Deutsche 

Telekom, said it would buy 

| Club Internet, an isp owned 

by France's Lagardère Group, a 

big media conglomerate, in re- 

turn for a 6.5% stake in the 
merged company. A partial 

| flotation later this year may 

| value T-Online, which has 

4.6m subscribers, at as much 

as €50 billion ($49 billion). 


Pacific Century Cyber- 
Works, a Hong Kong Internet 
company, is preparing a bid 
for Cable & Wireless HKT, 
Hong Kong’s former telecoms 
monopoly. nxt had been in 
talks to merge with its coun- 
terpart in Singapore, SingTel. 
Success for eccw would be a 
step towards its aim of dom- 
inating the Internet in Asia. 


America’s third-largest com- 
puter software company, 
Computer Associates In- 
ternational, agreed to buy 
another big American software 
maker, Sterling Software, 
for $3.88 billion. 





Buying dot.com shares is not 
the only way to gamble on the 
Internet. Ladbrokes, Britain’s 
| biggest chain of betting shops, 
announced the launch of two 
| new online betting sites. A 
British-based site will focus.on 
football betting; an offshore 

| site will offer a complete range 
of tax-free betting. 


BCE, a Canadian telecoms 
company, agreed to buy the 
77% of Teleglobe, Canada’s 
main international carrier, that 
it does not already own, in an 
all-share deal worth C$9.65 





billion ($6.64 billion). Teleglobe 
has ambitious plans to pro- 
vide broadband services 
worldwide. 


ProfitING 


ING, a Dutch bank, an- 
nounced net profits for 1999 
up by 84% to €4.92 billion 
($5.24 billion). The satisfaction 
that prompted the announce- 
ment a month ahead of 
schedule was not shared by 
investors: the bank’s shares 
fell. 
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Matthew Barrett, chief execu- 
tive of Barclays, a big British 
bank, announced that pre-tax 
profits for 1999 had risen by 
30% to £2.5 billion ($4 billion). 
He also promised cost-cutting 
measures and poured scorn 
on Internet-only rivals. 


Belgium’s finance ministry 
held talks with top financiers 
and businessmen over a “cri- 
sis” at the Brussels bourse, 
whose index has fallen by 15% 
this year. It has been bypassed 
by investors, as it suffers from 
a paucity of fashionable high- 
tech and telecoms shares. 


Losses at FlowTex Technol- 
ogie, a German engineering 
firm that was recently raided 


| by prosecutors, could amount 


to DM3 billion ($15 billion), ac- 
cording to its auditors. The 
firm’s plight echoes that of the 
Schneider property empire in 
the early 1990s. 


Wal-Mart, the world’s big- 
gest retailer, reported a 23% 
rise in profits for the quarter 
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with the same period the year 
before. But its shares fell 
slightly, because of rising costs 
and the difficulty it will have 


| in maintaining its impressive 


growth. 


EADS you win 


European Aeronautic De- 
fence and Space, the new 
firm made up of Germany’s 
DaimlerChrysler Aerospace, 
France’s Aerospatiale Matra 
and Spain’s Casa, announced 
an initial public offering to sell 
around a third of the com- 
pany in the summer. EADS 
holds an 80% stake in the Air- 
bus consortium. The rro is ex- 
pected to raise up to €5 bil- 
lion ($4.9 billion). 


Sara Lee, an American con- 
sumer-goods firm, launched a 
hostile bid worth a threadbare 
£104m ($167m) for Cour- 
taulds Textiles, a case study 
in the decline of manufactur- 
ing in Britain. Sara Lee has its 
eye on the company’s range of 
ladies’ underwear. 


PricewaterhouseCoopers, 
the world’s largest accoun- 
tancy firm, is said to be plan- 
ning to split itself into three: 
accountancy, consultancy and 
other services. This will ease 
problems with America’s Se- 
curities and Exchange Com- 
mission over employees hold- 
ing shares in firms that pwc 
audits. 


Ford said that it would join 
the bidding for Daewoo, 
South Korea's debt-laden car 
maker. General Motors has al- 
ready bid around $6 billion 
for the company and Daim- 
lerChrysler is also thought to 
be interested. 


BMW, a German car maker, 
denied rumours that it would 
sell Rover, its loss-making, 
British-based subsidiary, to its 
fellow German firm, Volks- 
wagen, or that an alliance 
with vw was likely. smw also 
ook me He Gee bA to deny 
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| further talk that it would close 


Rover’s Longbridge plant. 


BP Amoco announced that it 
would seek shareholder ap- 
proval for a buy-back pro- 
gramme to purchase as much 
as 10% of the company’s 
shares. Royal Dutch/Shell 
had already announced a sim- 
ilar scheme, and Exxon, 
which has often used this 


| method to return value to 
| shareholders, will be able to 
| do so again later this year, 


after the lifting of restrictions 


| associated with its merger 


with Mobil. 


| Precious metal 


Palladium climbed to well 
over $700 an ounce, an all- 
time high. The greyish-white 
metal’s recent price rise fol- 
lows increased demand from 
car makers for use in catalytic 
converters, and a decline in 
deliveries from Russia, the 
principal supplier. 
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The price of oil reached its 
highest level since the Gulf 
war in 1991, with West Texas 
Intermediate crude hitting just 
over $30 a barrel and bench- 
mark Brent crude remaining 
near recent high leveis. Amer- 
ica’s energy secretary, Bill 
Richardson, was unmoved, 
pledging to let the market de- 


| cide prices. 


| The German government an- 


nounced plans to take man- 
agement of its public debt 
away from the Bundesbank 
and give it to a private com- 
pany. The Bundesbank made 
clear its displeasure. 
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ASIA 


Getting to know Pakistan's 


dictator 


ISLAMABAD 


General Musharraf has still to produce a miracle to justify his seizure of 
power, but Pakistanis are not yet tired of him 


AKISTAN’S defence college offers a train- 

ing course in the country’s civilian affairs 
for senior officers and civil servants. Their fi- 
nal assignment is to write up their sugges- 
tions for solving Pakistan’s problems. The ef- 
fort presumably comes in handy when a 
college graduate takes over the government. 
General Pervez Musharraf, Pakistan’s latest 
military ruler, did not take the course. Per- 
haps that is why he has been slow to 
work miracles since he assumed 
power four months ago. 

Impatience is not yet unrest. The 
streets are quiet. Political parties, 
idled by the suspension of parlia- 
ment and the provincial assemblies, 
are quiescent. Most people are happy 
that the new regime has jailed hate 
figures from earlier ones, including 
the deposed prime minister, Nawaz 
Sharif; the new crew, they reckon, is 
less corrupt. Issues that used to burn, 
like how to apportion money among 
provinces, now merely smoulder 
while dissenters await the next pro- 
nouncement from the “chief execu- 
tive”. General Musharraf has shat- 
tered the national consensus of 
hostility that Mr Sharif had unwit- 
tingly forged. The intelligentsia is split 
between those who prefer constitu- 
tional rule by a discredited political 
class and those prepared to give en- 
lightened despotism a chance. 

Four months is not much time to 
resurrect Pakistan’s decrepit econ- 
omy, purge the state of corruption 
and leap from one-man rule to “true” 
democracy. This would be an ambi- 
tious agenda anywhere; in Pakistan it must 
surmount Himalayan contradictions. Like 
Mr Sharif, General Musharraf is already 
stumbling into them. He endorses proper le- 
gal procedures, yet thirsts for retribution. He 
proclaims himself a liberal, yet flirts with ex- 
tremist Islamic groups. He wants to improve 
Pakistan’s international image, yet trades 
blows with India. So sour are relations be- 
tween the nuclear neighbours that a news- 
paper columnist has suggested that perhaps 
“someone should start counting the cities 
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which will not see the summer of 2000”. 

Mr Sharif was ousted as prime minister 
because he had undermined nearly every 
Pakistani institution and was about todo the 
same to the army. It is hard to tell whether 
General Musharraf is undoing that legacy or 
compounding it. The judiciary, for one, looks 
feebler than ever. The general extracted a 
loyalty oath from some top judges last 





Musharraf and friends ; 


month to ensure they would not challenge 
the legality of the coup. The new National 
Accountability Bureau, the main mecha- 
nism for punishing wrongdoers from former 
regimes, has been both draconian and, some 
claim, partial. Itcan hold suspects for 90 days 
without bail on charges that may not have 
constituted crimes when the “offence” was 
committed. The burden of proof is on the ac- 
cused. A new ordinance makes a criminal of- 
fence of virtually any loan default, whether 
fraudulent or not. 


There is almost no one to stand up to 
General Musharraf. The governors of the 
four provinces are answerable to him; their 
governments and assemblies have been sus- 
pended. Teams of soldiers are looking over 
bureaucrats’ shoulders to keep them honest, 
but the monitors’ bosses are again the gener- 
als. The National Security Council, a civilian- 
military body at the apex of government, 
has little real power. If General Musharraf is 
accountable to anyone, it is to other top gen- 
erals, who are thought by many to be more 
religious and even more hawkish about In- 
dia than he is. Democrats bemoan the pros- 
pect of rule by an unaccountable martinet 
who told a British newspaper that it might 
take up to 20 years to put Pakistan right. 

IfGeneral Musharraf has not fulfilled his 
promises, it is too soon to conclude that he 
has broken them. Some of his projects hold 
out hope of making Pakistan more 
democratic and tolerant than it has 
been. By the end of the year, he in- 
tends to hold elections to local bodies 
and to widen their powers. This is not 
necessarily cause for celebration. Past 
dictators have used nominal local de- 
mocracy as a way to strengthen cen- 
tral power. General Musharraf may 
be trying to dodge the bigger issue of 
provincial autonomy, which could 
pull Pakistan apart. Under the sus- 
pended constitution, powers shared 
between the central and provincial 
governments, such as control of la- 
bour and law, should have been 
transferred to the provinces in 1983. 

Another measure that would be 
revolutionary if done right, meaning- 
less if not, is a plan to allow private 
television and radio stations. Javed 
Jabbar, the chief executive’s media 
adviser, says private channels will be 
free but monitored in the interests of 
national security, just as Britain’s are. 
That is worrying, because dictators 
almost always confuse national secu- 
rity with their own. 

General Musharraf is trying to 
burnish his liberal credentials by 
cracking down on certain sorts of Islamic ex- 
tremist. Masood Azhar, a militant freed by 
India in exchange for hostages on a hijacked 
Indian Airlines plane, has been arrested 
after going around Pakistan vowing to de- 
stroy India. This week the government an- 
nounced that it would stop issuing licences 
for weapons and ban their display, the first 
stages of a “de-weaponisation” policy de- 
signed to curb lawlessness, especially of the 
sectarian sort. 

This is clever. The idea is to drive a wedge 
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between “moderate” Islamist groups, some 
of which are murderous in Indian-con- 
trolled Kashmir, the state at the heart of the 
Indian-Pakistani dispute, and those that 
make trouble at home; for example, by kill- 
ing heterodox Muslims. Another bonus 
could be to complicate relations between In- 
dia and the United States, which is about to 
send its president to India for the first time in 
22 years. India wants Bill Clinton to skip Pak- 
istan on his South Asian trip and to keep his 
nose out of Kashmir. General Musharraf's 
gesture makes that harder. The betting in Is- 
lamabad is that Mr Clinton will come. 
Brilliant tactics are not always great strat- 
egy. It remains to be seen whether the gov- 
ernment will have the courage to disarm the 
Kashmir veterans who strut round Lahore 
with guns. Distinguishing “freedom fight- 
ers” from “terrorists” is hard; the former can 
become the latter when they come home. 
General Musharraf has set himself the 
task of piloting Pakistan between two sorts 
of extremism, sailing close to war with India 
but swerving to avoid it, and doing so with- 
out being swamped by the temptation of 
holding on to power for its own sake. The 
course is not about to get easier. The econ- 


TOKYO 


T ALL started during Gerhard Schroder’s 
visit to Japan last November. The Ger- 
man chancellor mischievously mentioned 
to Keizo Obuchi, the Japanese prime min- 
ister, that it might be a nice idea to invite 
China to this year’s summit meeting of 
leaders from the Group of Seven (G7) in- 
dustrial countries plus Russia, which 
is to be held on the Japanese island of 
Okinawa in July. Why not, indeed, 
mused Mr Obuchi, worried about 
his dwindling popularity in the polls 
and the general election he must call 
before October. Getting Jiang Zemin, 
the Chinese president, to the summit 
table would be a diplomatic coup. 
And such a demonstration of Japa- 
nese statesmanship could go down 
well with the voters. £ 
But few at the top of Mr Obuchi’s 
ruling Liberal Democratic Party (LDP) 
thought the implications through be- 
fore trumpeting the prime minister's 
intentions. Off wenta high-level (but 
officially unofficial) delegation to Beijing, 
headed by Takenori Kanzaki, the boss of 
New Komeito, the only other party in Mr 
Obuchi's coalition that counts. Fortunately 
for Mr Obuchi, his envoy got no further 
than the Chinese vice-president, Hu Jin- 
tao. Aghast, Mr Hu declared his reserva- 
tions about China attending the Okinawa 
summit, even as an observer. 





omy is in better shape than it might be, 
thanks in part to a bumper cotton crop. It 
may grow at least 4% this fiscal year. The gen- 
eral’s men are wisely shifting money from 
prestige projects to ones that help the poor. 
But Pakistan has barely begun an econ- 
omic-revival programme, which will in- 
volve widening the tax net, privatising state 
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assets and imposing other austerity mea- 
sures to secure support from the ımF and 
other lenders. Investors are scared of Pak- 
istan’s dodgy politics; banks by the vendetta 
against dodgy lending. A false move could 
reawaken opposition that has so far been 
dormant. This is an awkward time for on- 
the-job training. 





Fathoming the president 


JAKARTA 


President Wahid’s strategy is weird, but it gets results 


S THERE method in his madness? Indone- 

sia’s President Abdurrahman Wahid re- 
turned to the capital, Jakarta, on February 
13th after a two-week tour abroad with just 
about everyone confused over his relations 
with General Wiranto, the former military 
chief. While abroad, the president had de- 
manded the general’s resignation from the 
cabinet, but he had also said that he possibly 
owed his life to him. His return home was 


therefore awaited with interest. Would he 
sack the general or not? At first it appeared 
that the president had retreated. He said 
General Wiranto could keep his post after 
all. Then, in the middle of the night, Mr Wa- 
hid reversed his decision. A few hours later, 
the general was watching impassively as Sur- 
jadi Soedirdja was sworn in as his replace- 
mentas security minister. 

Mr Wahid looks more secure in his job 





Japan plays the wrong China card 


Had Mr Kanzaki got President Jiang’s 
ear instead, he would have finished up 
with a far more embarrassing rebuff. The 
Chinese have made it clear that since NATO 
bombed their embassy in Belgrade last 
year the only international outfit they will 
deal with is the United Nations. As for the 


Obuchi misjudged Jiang 


G7 countries, their concern for democratic 
principles and the protection of human 
rights are anathema to China. 

The Americans, meanwhile, have been 
cagey. Aware that the Chinese have little to 
gain and possibly something to lose by at- 
tending the summit, the State Department 
has said it has no objections to China’s par- 
ticipation at the meeting as an observer, 








but that Japan alone has to decide. 

In Tokyo, the government's spin-doc- 
tors have been trying to gloss over the 
prime minister's gaffe. The new line is that 
Mr Obuchiis only responding to calls from 
members of the Diet (parliament) to invite 
President Jiang to the Okinawa gathering. 
But probably more Diet members are 
against such an invitation than for it. To get 
Mr Obuchi off the hook, the Japanese for- 
eign ministry has been trying to persuade 
at least the Chinese prime minister, 
Zhu Rongji, to visit Japan before the 
July summit rather than three 
months afterwards, as originally in- 
tended. So far, the Chinese have lim- 
ited themselves in public to saying 
that an early visit “will be difficult”. 
Mr Zhu has let it be known that he in- 
tends tostick to his plan to visit Japan 
immediately before or after an Asia- 
Europe meeting due to be held in 
South Korea in October. 

Poor Mr Obuchi. He had hoped 
to play the part of the Voice of Asia at 
the coming summit, with well-wish- 
ers, including President Jiang, look- 
ing on. But China is only one of sev- 
eral Asian countries that are not all that 
keen to see Japan behave as if it were their | 
representative. Mr Obuchi is now paying 
the price for trying to drag such delicate is- 
sues of diplomacy into crass election poli- 
tics. All of which, pundits say, was predict- | 
able stuff. Mr Schroder, a relative 
newcomer to serious world politics, will 
have tocurb his sense of mischief. 
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than ever. In contrast, Gen- 
eral Wiranto’s political ca- 
reer is probably over. He has 
been named “non-active” 
as a minister—that is, sus- 
pended—pending investi- 
gations into the killings in 
East Timor last September. 
These occurred while Gen- 
eral Wiranto was head of the 
armed forces and he is one 
of six generals on a list of 33 
people under investigation 
with a view to possible 
prosecution. Senior officers 
have said all along that fears 
that the dispute might trig- 
ger a coup had been exaggerated. The fears 
were pretty much set to rest, at least for the 
time being, as the new military chief, Admi- 
ral Widodo Adisujipto, pledged to “safe- 
guard” General Wiranto’s suspension. 

Mr Wahid and his close advisers insisted 
heroically that there was no contradiction in 
any of his words or deeds. But General Wi- 
ranto’s removal brought quick praise from 
the United States and the United Nations 
secretary-general, Kofi Annan. However cu- 
rious his style of leadership, Mr Wahid may 
have won a crucial battle in the struggle for 
reform. By giving General Wiranto the cabi- 
net job in October, Mr Wahid promoted him 
but cut him off from direct control of his 
troops. By then insisting that all military offi- 
cers in the cabinet give up their military 
posts, he has obliged the general to retire 
from the armed forces. Now he is adrift in 
no-man’s-land as he awaits his fate, techni- 
cally still a member of the cabinet but unable 
to attend its meetings. 

After trying and failing to become the 
face of reform within the military establish- 
ment, General Wiranto now finds himself in 
the same boat as his old boss. As it happens, 
on the day the general was suspended, ex- 
President Suharto was due to give evidence 
to a reopened corruption investigation. Mr 
Suharto, who denies any wrongdoing, did 
not turn up. His lawyers said he was unwell. 

So, despite Mr Wahid’s frailness and 
poor eyesight, the two strokes he has suf- 
fered and the help he needs to get around, 
the 59-year-old president ended up with 
everything he apparently wanted—as far as 
anyone can ever divine his wishes. Mr Wa- 
hid’s contradictory statements are famous in 
Indonesia and long predate his presidency. 
He is also famous for his shrewdness. 

He was one of the few vocal critics of Mr 
Suharto to have come through his 32-year 
rule unscathed. Then, as now, his success 
came partly from playing parties off against 
each other. It involved taking a few knocks 
from fellow reformists. His friends include 
Mr Suharto's widely disliked eldest daugh- 
ter, Siti Hardiyanti Rukmana, who is known 
as Tutut. 

A few months before Indonesia’s his- 
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No smile for Wiranto 
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toric election last year, Mr 
Wahid visited Mr Suharto to 
talk politics; this was at a 
time when most Indonesian 
politicians were treating the 
former despot like the 
plague. Mr Wahid was 
widely condemned for that, 
but he was still elected presi- 
dent last October. And his 
political heartland is Indo- 
nesia’s heartland, central 
and east Java. Many of the 
30m-35m adherents of Nah- 
dlatul Ulama, the Muslim 
organisation that Mr Wahid 
formerly headed, say they 
would happily die for him. 

But Mr Wahid’s wavering words could 
yet damage him. New crises are bound to 
erupt before Indonesia’s place as the world’s 
third-largest democracy is truly secure. In- 
deed one is already bubbling away in Aceh 
province. Like East Timor, Aceh was the 
scene of oppression under Mr Suharto, and 
pro-independence feeling there is strong. In 
the provincial capital, Banda Aceh, activists 
have erected a huge sign overlooking the city 
centre, quoting Mr Wahid’s controversial 
statement last November that he backed a 
referendum for the region. His subsequent 
get-out—that he meant only a vote on imple- 
menting Islamic law in this strongly Muslim 
area—was never convincing. Mr Wahid has 
insisted on handling Aceh himself. How he 
does there will determine whether he is seen 
as a master strategist or a bumbling fool. 





Central Asia 


Border trouble 


ALMATY 


HENEVER the presidents of Kazakh- 

stan and Uzbekistan—Nursultan Na- 
zarbaev and Islam Karimov respectively— 
meet in public, they put on a display of great 
affection and shower each other with ex- 
pensive presents. The leaders of the two for- 
mer Soviet republics have even signed an 
agreement of eternal friendship. But it has 
long been suspected that their smiles mask a 
desire for regional domination, and that 
each has been waiting for the right moment 
tostab his Central Asian brother in the back. 
On January 25th, Uzbekistan apparently 
thought the time was ripe. Uzbek border 
guards, supported by an armoured person- 
nel carrier, advanced 5km (3 miles) into 
southern Kazakhstan, and unilaterally 
marked outa 6okm stretch of the border. The 
Kazakh government sent a note of protest to 
Uzbekistan, but it has sought to play down 
the incident. Last week a senior government 
delegation was dispatched to Tashkent, the 
Uzbek capital, todiscuss the incursion. How- 





ever, the feeble response to the incident ex- 
poses Kazakhstan’s military unprepared- 
ness, even to deal with border squabbles, 

This impression of weakness was rein- 
forced when a hijacked Afghan aircraft 
landed at Aktyubinsk airport in north-west 
Kazakhstan earlier this month. The hijackers 
were provided with food and other supplies 
and allowed to leave. True, they were given 
similar treatment when they touched down 
in Tashkent and Moscow on their way to 
London, but the doughty Kazakh people ex- 
pected more of their government. The state 
television station, owned by President Na- 
zarbaev's eldest daughter, said mockingly 
that hijackers the world over now knew 
where to turn for free provisions. 

In a timely move, Mr Nazarbaev has de- 
creed a new military doctrine. Written with 
the help of the Rand Corporation, an Ameri- 
can think-tank, it gives guidelines for dealing 
with low-level conflicts, terrorism and the 
protection of borders, and concentrates on 
improving the armed forces. The govern- 
ment aims to spend 1% of Gpr on beefing up 
the army, an increase of 40%, but may not be 
able to afford even this much, less than 
$90m. The need is there. Among Central 
Asian countries, Kazakhstan currently 
spends the least on its military personnel, a 
derisory $7 per soldier a year. 

The army’s main job is to protect the 
country’s 12,000km borders. It needs experts 
just to define where those borders lie. The 
Central Asian states were formed in the 
1920s and 1930s by administrative order 
from Moscow. The stretch of Kazakh land 
now claimed by Uzbekistan changed hands 
several times during the Soviet period and 
used to be part of a military district. This for- 
mer district is entirely within today’s Uz- 
bekistan, except for the small piece of Ka- 
zakh land in question. Until now, according 
to Sultan Akimbekov, a Kazakh strategic ex- 
pert, Uzbekistan has recognised the existing 
border. He believes Uzbekistan probably 
took over the Kazakh territory to show its 
strength. It has the largest army in the region. 

Some people fear that the Kazakh gov- 
ernment is so powerless that it will give up 
this land. There is talk of a possible territory 
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swap with Uzbekistan, similar to one Kaz- 
akhstan reached with China last year over a 
disputed border area. Other borders still to 
be defined are with Kirgizstan and Russia. 

It seems likely that Kazakhstan and Uz- 
bekistan will seek to remain on good terms, 
at least for the present. However distrustful 
they may be of each other's ambitions, they 
are united by their concern at the growing 
threat from militant Islam, and terrorism 
generally, in Central Asia. 





The Philippines 


The Gls return 


MANILA 


MERICAN servicemen, arriving in the 
Philippines for their first military exer- 
cises in the country for nearly five years, are 
liable to get the wrong idea when they hear 
that local women have been burning their 
underpants in public in anticipation. The 
knicker-burning was a gesture of protest by a 
group who believe that the return of Ameri- 
can troops will bring more rape, prostitution 
and sexually transmitted disease and add to 
the numbers of unwanted mixed-race chil- 
dren. It is a symptom of resentment among 
nationalists irritated by the fact that, ever 
since the Americans first arrived as conquer- 
ors, in 1898, the Philippines has never seen 
the back of them for long. 

The nationalists thought they had got rid 
of the Americans for good in 1992, when they 
succeeded in having two huge United States 
bases closed down. But the Americans kept 
coming back for annual exercises—until 
1995, after which it turned out that there was 
no bilateral agreement covering the legal sta- 
tus of forces visiting the Philippines, and the 
war games stopped. 

Then, last year, after an impassioned de- 
bate in Congress, the Philippines approved 
an agreement governing visiting American 
forces, and now the exercises are starting 
again. For most practical purposes, the agree- 
ment puts American service- 
men who misbehave under 
United States military jurisdic- 
tion, instead of turning them 
over to the Philippine legal sys- 
tem. The country’s communist 
rebels were so annoyed by this 
that they called off their long- 
running peace talks with the 
government, and threatened 
to attack visiting American 
troops. However, even at their 
height later this month the ma- 
noeuvres will involve only 
about 2,500 Americans, and 
will be held in remote areas. 
Off duty, the soldiers will have 
to observe a midnight curfew 
and be told to stay off alcohol. 
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Conduct unbecoming 


FTER years of diplomatic sparring and 
even the occasional naval spat, tenta- 
tive talks are due to begin shortly between 
ASEAN (the Association of South-East 
Asian Nations) and China on a “code of 
conduct” for dealing with rival claims to 
the islets and reefs of the South China Sea. 
Donotexpect swift progress. 

Six countries claim a widely scattered 
group of islets called the Spratlys in whole 
or in part. These are China, Taiwan and 
four ASEAN members, Brunei, Malaysia, 
the Philippines and Vietnam. China and 
Vietnam likewise dispute ownership of 
the Paracel islands farther north that 
China pinched from South Vietnam to- 
wards the end of the Vietnam war. To 
complicate matters, there are two rival 
codes of conduct: AsEAN’s and China’s. 
Meanwhile, asean is falling out over 
what constitutes unbecoming conduct. 

Last month China and the Philippines 
squared off (not for the first time) when 
Philippine naval vessels spotted Chinese 
fishing boats off Scarborough shoal. The 
Philippines has been ultra-sensitive to 
Chinese encroachments ever since it was 
discovered five years ago that Chinese 
“fishermen” had built what the Chinese 
government still claims are merely “shel- 
ters” on Mischief reef, a Spratly outcrop 
only 200km (120 miles) off the Philippines 
and a very long way from China. These 
look for all the world like fortifications; 
Chinese naval ships show up regularly. 

In an effort to block further Chinese 
expansion, the Philippine government at 
first proposed that the asean code should 
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govern a range of activities, from marine 
research and the exploration and de- 
velopment of the area’s resources (the 
rocks and reefs concerned are thought to 
sit atop oil and gas deposits), to the build- 
ing of structures on the disputedislets.But | 
Malaysia objected. In the past year or so, 
Malaysia has nabbed a couple more dis- 
puted islands and started to build on at 
least one of them. So the asean code has 
been watered down. 

China will be delighted. It claims all of 
the South China Sea and has in the past re- 
fused to let the matter be “international- 
ised” by discussing it at the ASEAN Re- 
gional Forum, South-East Asia’s security 
talking-shop. AsEAN had been trying to 
keep up a united front in such dealings 
with its big neighbour. But, with AsEAN’s 
own divisions on public display, China 
can hope to divide and rule—and pick up 
more islands along the way. 
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Amid the critical clamour, it is easy to 
forget that the Americans are returning as al- 
lies of the Filipinos. The resumption of the 
jointexercises marks the revival of the coun- 
tries’ mutual defence treaty, which had been 





dormant since 1995. It may just be coinci- 
dental that during the Americans’ absence 
China has been increasingly assertive in 
staking its claim to parts of the disputed 
Spratly islands, in the South China Sea, 
which are also claimed by the 
Philippines (see box). 

The Philippine armed 
forces are poorly equipped 
and do not have the money to 
buy modern weapons. They 
now expect to get surplus 
American equipment, hand- 
me-downs certainly, but better 
than their present kit. Already, 
the army is taking delivery of 
scores of second-hand military 
lorries. Some of these lorries 
have been dispatched to East 
Timor where, typically, the 
Philippine contingent of the 
United Nations force is sorely 
in need of them. 
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It’s the world, stupid 


WASHINGTON, DC 


Foreign policy is playing its usual silent role in America’s presidential election. 
It will clamour for the next president’s attention 


ILL CLINTON says that foreign policy 
will be a central concern of his last year 
in office. About time, you may say. Coming 
from the prince of domestic policy, that 
sounds like a desperate attempt to catch up 
with unfinished business. Yet Mr Clinton is 
right, at the start of the 2000s, tolift his eyes to 
the scene abroad. Geopolitics will matter 
© more during the second post-cold-war de- 
cade than it has done in the first. This is not a 
matter of the personal preference of the man 
in the White House. It reflects the changes of 
the 1990s in America and the outside world. 
Of course, world affairs surface in odd 
ways on the campaign trail. Senator John 
McCain was grilled at a meeting the other 
day about Chechnya and Russia; but that, as 
the senator explained, was probably be- 
cause the meeting took place at a Ukrainian 
cultural centre in a Detroit suburb. Such spe- 
cific questions are a rarity. For the most part, 
foreign policy in this campaign has been de- 
_fined (and demeaned) by the pop quiz on 
foreign leaders last year that George W. Bush 
so notoriously flunked. 
Yet, despite their lack of interest in the 
details, voters do seem to care about the 
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sweep of foreign policy. Exit polls after the 
New Hampshire primary showed that 12% 
thought “world affairs” the most important 
campaign issue. That was as many as chose 
Social Security, usually reckoned the most 
pressing domestic matter, and twice as many 
as picked education, a big concern of many 
Americans. Robert Kagan of the Carnegie 
Endowment for International Peace, a think- 
tank, argues that Americans’ interest in for- 
eign affairs explains a large part of the 
McCain surge: “McCain has convinced 
many Republican voters that he will be a 
stronger world leader. Just as important, he 
has convinced them that it matters.” 

Mr Clinton’s own recent efforts in the 
world have come at a time when his record is 
under tougher scrutiny. The stalling of the Is- 
raeli-Arab peace process and the suspension 
of the Northern Ireland deal come only 
months after the Senate’s destruction of the 
Comprehensive Test Ban Treaty and the self- 
destruction of the “Clinton round” of world- 
trade talks in Seattle. This is another set of 
nails in his much-criticised foreign policy. 
But Condoleezza Rice, George W. Bush’s 
chief foreign-policy adviser, argues that such 


things, bad as they are, are not the real point. 

The central failure, she says, is that Mr. 
Clinton hasnever really had a picture of how 
America’s power should operate in the com: 
ing world. Even if problems like those in the 
Middle East and Northern ireland are ul 
mately solved, argues Richard Haass, a vice- 
president of the Brookings Institution, thi 
would not change most people’s judgment 
about the Clinton period. 

They are relative details. The great post- 
cold-war task is to work out what to do with 
America’s unrivalled power—how it should 
treat its main allies, its potential rivals such 
as Russia and China, and threats such as nu- 
clear proliferation. Mr Clinton, says. Mr 
Haass, has developed noground rules for the 
future, has not sorted out what he thinks 
about Russia and China, has no idea how to 
deal with “rogue states”, and—worst of all, 
perhaps—has failed to build.a solid domes- 
tic constituency for consistent foreign action. 

Tobe sure, Mr Clinton has had some ṣuc 
cesses, But, except for the victory in Kosov 
the main achievement has been to avoid big 
conflicts: an accomplishment of benign ne 
glect. As Owen Harries, the editor of the Na- 
tional Interest and no friend of Mr Clinton 
puts it: “Clinton’s foreign policy isnot anu 
mitigated disaster. It is not even a mitigated 
disaster. Itis merely quite bad in certain ways 
that have limited consequences.” 4 

The trouble is that these consequences 
are getting less limited as time goes on. The 
military budget shows the problem. Asa. 
share of national income it is now-only hal 
what it was in 1992. Mr Clinton proposes a 
good increase in this year’s budget. But itis 
not clear that even this will enable America 
to preserve its present technological lead in 
modern weapons, or to go on being able to 
fight two biggish wars az the same time. > = 

In one area of policy, trade, the conse- 
quences of neglect are already plain. When 
he was elected president in 1992, Mr Clinton 
inherited a North American Free-Trade Area 
that was ready to start; a Uruguay. trade 
round on the point of completion; and a 
World Trade Organisation ready tobe set up. 
He also had a broad domestic consensus in 
favour of free trade and open markets. As he. 
departs, he is the first president for 25 years 
not to have “fast-track” trading authority: He 
will leave both the proposed new round of 
world-trade talks and the wro itself in 
limbo, after last year’s disruption in Seattle 
And he bequeathes to his successor sharpdi 
visions over free trade, even at a time of unri- 
valled prosperity: watch the coming battle in 
Congress between the pro- and anti-free- - 
trade forces over China's entry into the WTO: 

If trade policy needs to be rescued from 
































3 





the consequences of gradual neglect, policy 
‘towards those “rogue states” —countries run 
‘by dictators pursuing murky goals—needs 
+ strengthening against the threat of sudden 
~ catastrophe. In 1998, the bipartisan Rumsfeld 
Commission concluded that the threat from 
such states “is broader, more mature and 
evolving more rapidly than has been re- 
ported...by the intelligence community.” 
Less than a year later, North Korea tested a 
missile potentially capable of hitting Amer- 
ica. Then, last September, the National Intel- 
ligence Council reckoned that “during the 
next 15 years the United States will most 
likely face intercontinental ballistic-missile 
threats from Russia, China and North Korea, 
probably from Iran and possibly from Iraq.” 
Of these countries, the most unpredict- 
able is North Korea. The policy of trying to 
bribe it into turning its nuclear-weapons 
programme into a civilian-energy one has 
bought five or six years without a conflict. 
But no one can sensibly assume that another 
five or six years will go by without big trou- 
ble. The same is true of Iraq. Since the Gulf 
> war, Saddam Hussein has remained more or 
© Jess “in his box” (to use Madeleine Albright’s 
phrase). But there is little in the current stand- 
off with Iraq to inspire confidence that he 
will stay there for another ten years, espe- 
cially when you look at the number of coun- 
tries in the neighbouring Arab world whose 
` ageing leaders will soon be passing on a lega- 
cy of growing instability. 










































Negative campaign of the week 
Everyone’s, in South Carolina. Some low- 
lights: 

“The Cambodian Khmer Rouge has 
claimed that McCain is a Vietnamese 
agent.” 

Paul Weyrich, influential conservative, 
apparently suggesting Mr McCain is the 
Manchurian candidate. 

“Do we really want another politician in 
the White House America can’t trust?” 
McCain campaign ad. 

“That’s about as low a blow as you can 
give.” George W. Bush, responding to the 
above in a televised debate on February 
15th. 








PRIMARY COLOU 


“lt is the fear that an explosively unpre- 2 


dictable country might get hold of some nu- 
clear or biological weapons that has spurred 
the call for an American “national missile 
defence”. In theory, Mr Clinton is supposed 
to take a decision this summer about 
whether togo ahead with the first stage of an 
anti-missile shield. But doubts about the 
technology (the system failed one test in Jan- 
uary; another is due in April) may mean that 
the decision is putoff until next year—thatis, 
the next presidency. Anyway, the hard work 
that will follow a decision to deploy will fall 
to Mr Clinton’s successor, How to persuade 
Russia to accept an America protected from 
at least.a small nuclear attack? What to do 
about China’s fear that this will devalue its 
own nuclear armoury? Whether to extend a 
protective anti-missile arm around the 
shoulders of America’s Nato allies? 

Asif that were not enough, the next pres- 
ident will also have to tackle some too-long 
postponed questions about the future of 
NATO. The European Union has just taken a 
first step towards the creation of a “Euro- 
pean defence and security identity” by set- 
ting upa15-member military committee. The 
step is a tiny one, but the questions it raises 
are not. Will this “defence identity” sit inside 
or outside Nato? If outside, will that imply 
the end of Nato? If inside, how will that af- 
fect NATO countries outside the EU, such as 
big and strategically valuable Turkey? The 
Europeans are not set irrevocably on a 





course that will change Nato for ever. But, if 
America wants to influence its allies’ deci- 
sions, it needs to get much clearer in its own 
mind about its future relations with Europe. 
Henry Kissinger, a former secretary of 
state, recently complained that Mr Clinton’s 
foreign policy has been less a strategy than 
“a series of seemingly unrelated decisions in 
response to specific crises”. Mr Clinton has 
got away with it because the crises of his time 
have been relatively modest. The next presi- 
dent cannot count on being so lucky. 
is we OE eres | 





The Reform Party 


Exit, pursued by 
Jesse Ventura 


ST PAUL, MINNESOTA 


HILE the two big parties were waiting 

for the result of this Saturday's Repub- 
lican primary election in South Carolina, the 
once rather formidable little Reform Party 
was noisily falling to pieces. On February 
uth Governor Jesse Ventura of Minnesota, a 
one-time professional wrestler, announced 
his resignation from the party, saying that a 
“small group of power brokers” was trying to 
take it over and to remove his ally, Jack Gar- 
gan, from the chairmanship. The governor 
had already made it clear that he was re- 
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“I think the American people and espe- 
cially the people of South Carolina are sick 
and tired of negative campaigns.” 

McCain ad, after the candidate had de- 
cided to stopall his negative advertising. 
Coincidentally, a Los Angeles Times poll 
found that 64% of those intending to vote 
in South Carolina said they reacted nega- 
tively towards a candidate who ran nega- 
tive ads. 








kak 
Family embarrassment of the week 
“That great sucking sound you hear is the 
sound of the media’s lips coming off of 
John McCain’s.” 
Marvin Bush, W.’s brother, quoted in the 
Washington Post, February 1oth. 

kek 
Helpful endorsements of the week 
For John. McCain, possibly: Jesse Ventura, 
governor of Minnesota, late of the Reform 
Party. “He's seeing the success we had in 
Minnesota in getting the disenchanted 
voter.” “This Week”, anc News, February 
13th. 
For Bill Bradley: Michael Jordan, a fellow 
retired basketball player. 
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Beyond South Carolina 
Likely Michigan primary voters, 90s. 
Be 2000-30 a 
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For Al Gore: Leonardo DiCaprio, star of 
“The Beach”, a film rich in dope. 

kik 
Narrow escape of the week 
Stephen Gaskin, founder of “The Farm”, a 
hippie commune in Tennessee and author 
of “Cannabis Spirituality”, is seeking the 
nomination of the Green Party. He told Sa- 
lon.com that he was friends with Al Gore 
but “I can honestly say I never toked up 
with Al” 

k*k | 
Faint praise of the week 
“He’s just acute little boy to me, acute little 
puppy.” 
Louise Hendley, 77, South Carolina voter, 
on George W. Bush, quoted in the New 
York Times on February 16th. i 
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pelled by the thought that Pat Buchanan, a 
right-wing hyper-nationalist, might be the 
party’s presidential candidate. 

The Reform Party, Mr Ventura says, is 
now “hopelessly dysfunctional”. That is fair 
comment. The party's more prominent 
members always seemed to be squabbling 
with each other. Ross Perot, the Texas billion- 
aire who ran for the presidency in 1992 and 
1996, more or less controlled one faction, Mr 
Ventura another. Mr Perot preferred to re- 
main behind the scenes. Mr Ventura pa- 
raded around the country, inspecting poten- 
tial presidential candidates. His recent 
favourite has been Donald Trump, a New 
York property tycoon with a voluptuous 
taste in wives and other female company. 

Not surprisingly, Mr Perot wanted to get 
the reins back in his own hands. For months, 
his aides have been making life difficult for 
the Ventura section of the party. They are 
said, for instance, to have refused to show Mr 
Gargan, the chairman, the party’s member- 
ship lists. This irked the ever-irkable Mr Ven- 
tura. It also infuriated his chief adviser, Dean 
Barkley, who in 1996 helped to create the Re- 
form Party out of Mr Perot’s United We Stand 
America party and the former Indepen- 
dence Party, and in 1998 organised Mr Ven- 
tura’s push for the governor's office in St Paul. 
When Mr Barkley realised that the Perot fac- 
tion was out to change the party chairman- 
ship, his patience snapped. Even in stoic 
Minnesota, these things happen. 

Mr Ventura announced his departure at 
the Minnesota state capitol wearing a Rolling 
Stones jacket. His breath formed little clouds 
in the wintry air: “There comes a time when 
you have to cut bait,” he said. That did it. The 
next day the Reform Party’s national com- 
mittee met in Nashville, Tennessee, to vote 
on the chairmanship. Mr Gargan tried to run 
the meeting, but was made to step down 
from the lectern. After a near-riot, he was re- 
moved from the chairman’s job by 109 votes 





I'm off, says Jesse 


THE ECONOMIST FEBRUARY I9TH 2000 


to 31. The day after that Mr Trump, with Mr 
Ventura no longer in a position to help him, 
pulled out of the presidential race. 

As for Mr Ventura himself, he is for the 
moment a man without a party. “I'm an An- 
gus King independent,” he says; Mr King, 
governor of Maine, is another state leader 
who keeps his back tumed on the big parties. 
Mr Ventura has called a meeting in St Paul on 
March 4th at which he will try to win sup- 
port for recreating the Independence Party 
as the sort of party that both he and Mr Bark- 
ley believe in: a bulwark against big-busi- 
ness, special-interest politics. 

What does all this mean, if anything, for 
the presidential contest? With Mr Trump out 
of the way, Mr Buchanan may get the Re- 
form Party’s nomination for the presidential 
race (unless Mr Perot himself decides to run 
again). Since the party won 8% of the vote in 
1996, he will have $12.6m in federal money to 
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put into his campaign, and if he gets 15% of 
the votes in five upcoming national opinion 
polls he can take part in the televised debates 
between the candidates this coming au- 
tumn. Mr Buchanan’s mixture of trade pro- 
tectionism, social conservatism and neo-iso- 
lationist foreign policy appeals to quite a few 
Americans, though fewer now (since econ- 
omic times are good) than in previous years. 
And yet, oddly, a Buchanan nomination 
could in the end help the candidacy of John 
McCain. Many people joined the Reform 
Party because they liked its anti-establish- 
ment flavour. They do not necessarily feel as 
comfortable with Mr Buchanan’s less toler- 
ant, America-first ideas. The man who now 
stands for campaign-finance reform and a 
more open sort of politics is Mr McCain. If 
Mr Buchanan wins the Reform Party's ban- 
ner, the doubters may turn elsewhere: most 

probably to the senator from Arizona. 
=t - m 





War crimes 


The truth about No Gun RI 


PRINCETON, NEW JERSEY 


Finding out what happened in a corner of South Korea 50 years ago will help 
America to clear its mind about the rules of future wars 


T HAPPENED almost halfa century ago, in 

a war that most Americans barely recall. 
But the inquiry now going on into the killing 
in 1950 of a large number of people at an ob- 
scure hamlet in South Korea promises to 
bring a murky subject into the uncomfort- 
able daylight of modem ideas about war. 
Last montha blue-ribbon panel of American 
investigators returned to South Korea tocon- 
tinue their inquiries into the incident at No 
Gun Ri. The story came to light in September, 
when the Associated Press ran a starkly de- 
tailed account of American soldiers who 
said they had gunned down scores, maybe 
hundreds, of South Korean civilians in three 
days in late July 1950. 

It is painful for Americans to think of 
American soldiers committing war crimes, 
not least because the allegation about No 
Gun Ri comes at a time when an attempt is 
being made toset upan international system 
of war-crimes tribunals that might one day 
point a finger at the American troops to 
whom much of the world looks for its secu- 
rity. At first, American army officials had 
shrugged off the No Gun Ri accusation. But, 
once the ar had published its story, the gov- 
ernment moved smartly. William Cohen, 
the secretary of defence, ordered Louis Cal- 
dera, the army secretary, to lead that team of 
investigators. A patently independent- 
minded bunch, these include a former 
Washington Post reporter, Don Oberdorfer, 
anda Harvard history professor, Ernest May, 
as well as General Robert Ricassi, a former 
commander of American forces in Korea. 


At the time, the American army in Korea 
was no juggernaut. The Americans who 
stumbled into action at the beginning of July 
1950 to help South Korea repel the invading 
North Korean communists were an ill-pre- 
pared lot, pulled away from the relatively 
cushy jobof occupying Japan. They were dri- 
ven ignominiously and bloodily into a 
southern corner of the Korean peninsula by 
the ferocity of the Soviet-equipped North 
Korean People’s Army. It was not until well 
after the No Gun Ri killings that they began 
to push their way back northwards. 

According to the ar’s account, the Amer- 
icans at No Gun Ri had been at the front for 
only three days. They were worried that 
North Korean soldiers were hiding them- 
selves among South Korean refugees, and 
they had orders not to let refugees cross their 
lines. But some of the soldiers told the ar that 
they knew there were women and children 
in the crowd hiding under a bridge at No 
Gun Ri; one soldier says he shot over their 
heads rather than kill civilians. Mr Caldera’s 
panel will have to weigh all these things. 

The last time America took a serious look 
at a war crime of its own, it botched the job. 
In March 1968 an American infantry com- 
pany killed several hundred civilians, in- 
cluding children, at two hamlets in Vietnam, 
one of them the now infamous My Lai 4. The 
killing was led by Lieutenant William Calley. 

A commission under a lieutenant-gen- 
eral recommended charging 30 people for 
covering up the massacre, but only one, acol- 
onel, was eventually court-martialled, and 


35 


Serr.’ 


ii 


iae 


hahha elles rir ao Aa T 


ALOS 


Any Wall Street expert | 
who would rather talk 





experience are useles 
Al Goldman Sachs, we take e time to develop.a true und 
lookir Perhaps this is why our client relatio 


eet. But enough about us. How ca 

















UNITED STATES 


he was acquitted. Lieutenant 
Calley's superior officer, Cap- 
tain Emest Medina, was also 
court-martialled but acquitted. 
A few soldiers were charged, 
but were either acquitted or 
had the charges against them 
dismissed. In the end, Lieuten- 
ant Calley himself was sen- 
tenced in 1971 to life with hard 
labour for killing or causing the 
deaths of over 100 Vietnamese. 
But President Nixon stepped 
in: the young killer served only 
three years, mostly under 
house arrest in Fort Benning. 

The Clinton administra- 
tion has backed the creation of 
two United Nations war- 
crimes tribunals; they will look into the 
slaughter of civilians that took place in 
Rwanda and ex-Yugoslavia in the 1990s. 
Then, in June 1998, a UN conference in Rome 
agreed to set up a permanent International 
Criminal Court (icc) to prosecute people ac- 
cused of war crimes and crimes against hu- 
manity anywhere in the world. 


But whatis a war crime? 


The United States is not happy about the 
icc. The definition of a war crime is still far 
from clear. To kill civilians deliberately and 
unnecessarily is clearly a crime. To kill them 
when they are inextricably mixed up with 
armed enemies who are trying to kill you is 
probably not. The Defence Department wor- 
ries that its soldiers, trying to help some fu- 
ture Kosovo, may be accused by people 
whose chief interest is tripping America up 
of doing the first when in fact they weren't. 

That anxiety has been heightened by the 
ex-Yugoslavia war-crimes tribunal, which 
was created in 1993. Late last year, the tribu- 
nal’s chief prosecutor, Carla Del Ponte, re- 
vealed that she was studying a preliminary 
report assembled for her predecessor of 
complaints about possible war crimes com- 
mitted during NATo’s bombing of Yugo- 
slavia, which liberated Kosovo from Slob- 
odan Milosevic’s repression. 

Furore. NATO Officials, who had relished 
the tribunal's indictment of Mr Milosevic 
last May as a vindication of naro’s fight, 
were horrified. The tribunal is in a delicate 
position. It has no police force of its own, and 
relies on NATO countries to carry Out war- 
crimes arrests in Bosnia. Italso relieson NATO 
countries, principally the United States, for 
much of the intelligence data needed for evi- 
dence against the most egregious offenders. 
And yet it cannot refuse, without endanger- 
ing its claim to impartiality, to investigate 
complaints made by Serbia, Russia and 
some human-rights lawyers that certain as- 
pects of NATo’s bombing breached the Ge- 
neva conventions on what can be done in a 
war. Ms Del Ponte says she is studying docu- 
ments presented by NATO's accusers, but 
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makes it clear that she has taken no decision 
whether to open a “formal inquiry”. 

America’s generals, not noticeably keen 
on humanitarian wars of intervention in the 
first place, are going to be doubly resentful if 
human-rights-minded liberals get them into 
ahumanitarian war and then expose Ameri- 
can soldiers to prosecution for what they do 
in that war. The generals, and their govern- 
ment, are therefore squirming. And anti- 
Americans abroad, whether of the hard-core 
Serb variety or the soft-core French sort, en- 
joy watching America squirm. 

Nocountry relishes talking about its fail- 
ures, Americans are roughly as unhappy 
about My Lai or the B-52 bombing of Viet- 
nam—or the dropping of atomic bombs on 


Hiroshima and Nagasaki—as 
Britons are with the fire-bomb- 
ing of Dresden or Frenchmen 
with the bloody war they 
fought to try to keep Algeria 
French. Yet it is to a country’s 
credit if it is prepared to stare 
hard at its own past. 

Thatis the basic case for Mr 
Caldera and his team doing a 
thorough job at No Gun Ri. Al- 
though the proposed new icc 
would have the power to look 
only into alleged war crimes 
committed after its creation, 
and so would have no jurisdic- 
tion in this case, how the No 
Gun Ri investigation is con- 
ducted will be seen as a test of 
America’s resolve on the subject. 

The 1cc’s rules say that any country can 
have first go at prosecuting its own war- 
crimes suspects; the 1cc can step in only if it 
rules that the country concerned has fluffed 
it, either through malice or incompetence. 
Had an icc been around when Nixon gave 
his helping hand to Lieutenant Calley, it 
might have been tempted to intervene. But if 
America shows about No Gun Ri the dedica- 
tion to the rule of law that it prides itself on, 
agonisingly difficult though it may be to de- 
cide exactly what happened there, it will 
demonstrate to the rest of the world that it 
obeys the rules it expects others to honour. 
The world’s policeman can police itself. 
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Advertising and death 


ST LOUIS 


HROUGH the narrow windows of 

their prison in Potosi, Missouri's 
death-row inmates and the outside world 
usually see little of each other. Now, 
thanks to Benetton, an Italian clothing 
manufacturer, four convicted murderers 
awaiting execution have had their faces 
plastered on billboards, magazines and 
websites across the world. 

Benetton likes to shock. The company 
has a history of running provocative ad- 
vertising campaigns that seem quite unre- 
lated to the buying of t-shirts and jeans. 
They have included photos of a dying 
AIDs patient and a bloodstained newborn 
child, as well as a priest and a nun kissing. 
The death-row posters have been de- 
signed with Italy in mind: opposition to 
America’s death penalty is particularly 
strong there. They look odder in America 
itself. The face of Jerome Mallett, who is 
awaiting execution for the murder in 1985 
ofa state trooper, now adorns downtown 
Manhattan like that of a fashion model. 

Jay Nixon, Missouri’s attorney-gen- 








eral, has protested to Benetton, saying that 
its campaign “is launched on the backs of 
innocent victims”. He has gone further, 
suing both Benetton and the two-man 
team who obtained the photographs. The 
suit alleges that Oliviero Toscani, an Ital- 
ian, and Ken Shulman gained entry to the 
prison under false pretences, pretending 
to be journalists to hide the true purpose 
of the campaign. The state claims that the 
pair were helped by a group of defence 
lawyers, and it is suing them as well. A Be- 
netton spokesman in New York has ad- 
mitted that payment was made to two in- 
mates, including Mr Mallett, for the rights 
to their likenesses. 

Over two years, Messrs Toscani and 
Shulman visited several death rows in the 
United States. It is therefore likely that 
other states may sue Benetton on the same 
grounds. More immediately, Sears Roe- 
buck, one of America’s largest retail 
chains, has announced that it will no lon- 
ger sell Benetton’s clothing in the light of 
the death-row campaign. 
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You've been greeted and seated. After take-off, 
you can choose a drink to help you settle 
into the flight. A 5-course gourmet meal 
awaits you, accompanied by a choice of 
award-winning wines. Meanwhile, with 
your own personal video system 
bringing you up to 18 video 
and 22 audio channels of 
entertainment, vou 
could be forgiven 
for thinking, 
“why can't 


life always 


be this 
good?” 
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An elephant never forgives (they say) 


BE DOLE may have been one of America’s more dismal presi- 
dential candidates. But when it comes to tart political observa- 
class act. He recently told a television audience 
had Band-Aid on his thumb was that he had 
his rush to replace his Bush button with a 
wuldn’t find a McCain buttonion anybody yes- 
ttoday they’re all over the place.” 

ite all over the place. There are precious few 
lapels of Mr Dole’sold friends at the heart of 
ishment, Some of the most powerful Repub- 











tions he rema 
that the reason 





licans on Capit 
Orrin Hatch in the Senate, and Tom DeLay in the House--would 
rather turn vegetarian than sup- 
port Senator McCain. And even 
Republicans who confess to liking 
the senator personally can be fero- 
ciously critical of his political skills, 
arguing that he is more interested 
in winning cheap publicity than in 
the painstaking business of pass- 
ing laws. Only four of his fellow 
senators have so far endorsed Mr 
McCain. Yet 39 senators, 175 con- 
gressmen and umpteen governors 
have endorsed George W. Bush. 

There is even more hostility to 
Mr McCain in the bizarre collec- 
tion of think-tanks and religious 
groups that dominates the party’s 
conservative wing. Edwin Feulner, 
the head of the Heritage Founda- 
tion, has lamented that Mr 
McCain's agenda is simply not 
conservative; Pat Robertson has 
urged social conservatives to leave 
the party in droves if Mr McCain is 
the party's nominee; and the National Right to Life Committee has 
littered South Carolina with leaflets saying that Mr McCain “voted 
repeatedly to use tax dollars for experiments that use body parts 
from aborted babies.” 

The explanation for all this hostility is simple: Mr McCain rep- 
resents a aie threat to the way the establishment does busi- 
ness. At the very least, his campaign against the “iron triangle” of 
“lobbyists, big money and legislation” is going to change the way 
that Washington works. Itcould well end up altering the balance of 
power in all sorts of unforeseen ways, perhaps even playing into 
the hands of the Democrats, with their lock on union dues and 
their automatic support from feminists and teachers. “He’s my 
best friend,” says Phil Gramm, who enlisted Mr McCain to run his 
campaign for the presidency in 1996. “But his views on campaign- 
finance reform would make us the minority party for 25 years. 

Mr McCain adds to his unpopularity by personalising his cru- 
sade, emp loying a staff man to sniff out his colleagues’ pork and 
then exposing it for all to see on his website. He has accused Mr 
McConnell of cuddling up to tobacco interests, Mr Lott of throw- 
ing public money at a local shipyard and Robert Bennett of help- 
ing to get $2.2m to repair sewers in Utah in return for contr bance 
a charge Mr Bennett vigorously denies. His indifference to the for- 
malities of Senate life grates with many of his colleagues, particu- 
larly when he dismisses their remarks as “chickenshit”. 

The other thing that leaves Republicans foaming is their belief 
that Mr McCain is a hypocrite, preaching about cleansing the Au- 
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gean stables but then rolling in the muck himself. He takes political 
contributions from Microsoft, Viacom, Bell South and us West, all 


companies that must at some point have business beforehisCom- 
merce Committee. He flies on corporate jets. He recently held a 


$500-to-$1,000-a-plate "Straight Talk dinner” in Washington, com- 

plete with some of the iron ‘triangle’s most famous lobbyists. = 
So how much has the radical Mr McCain to fear from: hi 

party's establishment? Nobody can emerge wholly: undamage 


from the sort of attack ads that are being aired in South Carolina 
and Michigan. But Mr McCain has a chance of emerging lessdam- 





aged than most. The more the establishment raiis against him, the | 


more it reinforces his reputation as an outsider. And the lower. it 
sinks in the use of dirty tactics such. 
as “push polling” (pretending to: 
conduct a telephone opinion poll | 
while really besmirching one: of 
the candidates), the more it dem- 


onstrates that the political system 
needs a thorough cleaning. | 


how long the establishment will 


Pat Robertson may never relent, 


uncover a secret love for cam 
paign-finance reform if M 


Gary Bauer, the former candida 
of the Christian right, and Bi 





elected official in California, have 


cent days, and Republican money- 
men have started cutting their 
losses by “dutching” a little money on the man from Arizona. 
But Mr McCain is shoving the Republican establishment i in 
doing rather more than just diversify its risks, The establishme: 
embraced Mr Bush because he seemed to promise.an easy chan 
of rehabilitating itself after a disastrous few years when it ha 
been outfoxed by Bill Clinton and led up the garden path by Nev 
Gingrich. Mr Bush came from the respected ranks of Republica 


governors rather than the despised ranks of Washington insiders. 
He belonged to. one of the party's most respected families. And he 


had dreamed upa concoction—“‘compassionate conservatism’ 
which promised to bring new groups of people into a party th it 
seems to have hit a ceiling of 42% of the vote. 

Mr McCain has all but killed this Whiggish dream of diang 


without revolution. He has exposed the party’s deepest divisions, 


forced Mr Bush to pander to its most Neanderthal elements, and 
rendered “compassionate conservatism” all but irrelevant. Mr 
McCain's most reflective supporters argue that this is all for the 
best, provided the insurgency gathers pace. The establishment pe- 
riodically loses touch with the rest of the country, they say, 

gripped by unpopular ideas, corrupted by corporate money and: 
just plain complacent, and the only solution is an internal revolu- 


tion. This happened with Ronald Reagan in the late 1970s and then’ _ 


again, rather less triumphantly, with Mr Gingrich in 1994. This 
may well be right. But the establishment Republicans’ worry is 
that Mr McCain will provide enough ofa shocx to traumatise their 
preferred candidate but not enough to revitalise their ailing party. 


Moreover, there is <a limit to: 
keep up its hostility. Trent Lottand . 
but most Republicans supported: 


Mr Bush only because he looked 
like a winner, and they may soon: 


McCain can capture that mantle. 


Jones, the highest Republican: 


both endorsed Mr McCain in re- 
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De la Rua’s surprise for 
Argentina 


BUENOS AIRES 


The new government has moved with unexpected speed and political skill to 
tackle an awkward legacy. But harder tasks lie ahead 


HE quiet and grey new president is often 

underestimated. Sceptics long ago dis- 
missed Fernando de la Rua as a political 
lightweight who would struggle against an 
opposition-dominated Congress. It is still 
early days. Mr de la Rua has been in office for 
barely two months. Yet he has confounded 
his critics, both by the vigour with which he 
has moved to tackle fiscal and labour re- 
forms, and by his understated flair for effec- 
tive public relations. 

Mr de la Rua’s governing Alliance was 
dealt a fistful of immediate problems by the 
outgoing Peronist government of Carlos Me- 
nem. The economy slumped last year, while 
the fiscal deficit increased sharply (see chart). 
Achieving economic growth under Argen- 
tina’s currency-board scheme, which fixes 
the peso by law at parity to the dollar, de- 
pends on structural reforms to boost com- 
petitiveness and drive down business costs. 
That task has become all the more urgent 
since Brazil’s devaluation, which has seen 
the currency of Argentina’s biggest trading 
partner lose 32% of its value, raising fears 
about the currency board's sustainability. 
Moreover, Argentines had grown discon- 
tented with what many perceived as the un- 
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equal sacrifices demanded by Mr Menem, in 
which high unemployment co-existed with 
astench of public corruption. 

The Alliance has moved quickly to try to 
cut the fiscal deficit to $4.7 billion, down 
from $7.1 billion last year. It has pushed 
through an unpopular set of tax proposals 
which it hopes will raise $2.5 billion in reve- 
nue this year. It has also struck a deal with 
the provinces, mostly Peronist-run, capping 
the money they receive from the centre. 

Mr de la Rua is taking on Argentina’s 
once-powerful trade un- . = 
ions, too. A bill before Con- 
gress would make labour 
contracts more flexible and 
allow collective bargaining 
at company level. The bill 
faces resistance, not least 
from members of the Alli- 
ance’s sizeable left wing, 
but it stands a reasonable | 
chance of success. | 

These actions are now | 

| 
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Argentina's: 


bringing some reward. The 
government has reached a 
new agreement with the 
MF which offers Argentina 
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an unexpectedly large contingency credit of 
$7.4 billion. Standard & Poor’s, an American 
credit-rating agency, has this month revised 
its view of Argentina’s outlook, from “nega- 
tive” to “stable”. Ordinary Argentines have 
been favourably impressed by their new 
president, too, despite the unpopularity of 
some of the Alliance’s early measures. Polls 
give Mr de la Rua a 62% approval rating, com- 
pared with 41% for his government. 

That is partly due to some slick spin-doc- 
toring, of the kind that helped him to office. 
Mr de la Rua has carefully cultivated an im- 
age of personal austerity, in sharp contrast to 
Mr Menem. He has promised to sell Tango o1, 
a Boeing 757 bought for $66m by Mr Menem 
as a presidential jet, and a symbol of his ex- 
travagance. Last month, Mr de la Rua trav- 
elled on commercial airlines for his first for- 
eign tour.On returning, he wascareful toletit 
be known that he had passed through cus- 
toms just like any other Argentine, and paid 
duty on his excess shopping. 

Yet such stunts will not provide indefi- 
nite nourishment for Mrde la Rua’s pledge of 
honest, open government. (In fact, officials 
are struggling to find a buyer for Tango 01.) He 
has promised a “war on corruption”. So far, 
that has not gone much further than a crack- 
down on smuggling on the Paraguayan bor- 
der, a promise to publish information about 
state tenders on the Internet, and the investi- 
gation of two senior officials from Mr Me- 
nem’s government: Victor Alderete, a former 
head of the pensioners’ health scheme, and 
Maria Julia Alsogaray, a flamboyant former 
environment secretary. 

Another of Mr de la Rua’s campaign 
pledges was to rein in the exorbitant tariffs 
charged by many utilities that had been pri- 
vatised by Mr Menem. Here, too, the govern- 
ment has moved cautiously, apparently 
from fear of damaging Argentina’s image 
among foreign investors. 

Indeed, Mr de la Rua’s prospects depend 
heavily on the attitude of the financial mar- 
kets. Though output in the 
economy has started to re- 
cover, consumer demand 
remains weak, hobbled by 

4| high interest rates (these 
| start at 8%, although infla- 
2| tion is negative). Those rates 
| _ reflect the cautious view 
that investors now hold of 

ij Argentina. 

ž Though Mr Menem 
brought price stability and 
bursts of high growth, these 
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beitrelatively small ones,combined with de- 
pressed export earnings since 1998, has been 
to make Argentina heavily dependent on 
outside financing. Interest payments on the 
public debt have more than tripled since 
1992; this year they will make up over 15% of 
total public spending, according to an esti- 
mate by Fundacion Capital, a Buenos Aires 
think-tank (see chart). 

The government is pledged to eliminate 
the fiscal deficit by 2003, under a “fiscal 
responsibility law” approved shortly before 
Mr Menem left office. Mr de la Rua has said 
that by the end of his four-year term of office 
he wants Argentina’s credit rating toclimb to 
“investment grade”. This would give it access 
tocheaper and more abundant credit. 

Yet achieving both targets may require 
more drastic reform than the government 
has so far contemplated. Fiscal balance 
means persuading the provinces, many of 
them poor and mismanaged, to accept cuts 
in, and notjusta cap on, transfers. And Mrde 
la Rua’s labour bill does nothing to cut the 
heavy cost to employers of severance pay- 
ments to sacked workers. Its effects will also 
be limited, since only three-fifths of the 
country’s workers will be covered by it. 

Making austerity pay politically means 
far-reaching reforms in the way the state 
spends money, to redirect it towards more 
efficient public services. A start is being 
made. The defence ministry, run by a liberal 
economist, has had its budget cut. The gov- 
emment announced this month that it was 
sacking a third of the employees at the state 
intelligence service. 

Despite Mr de la Rua’s good start, most 
economists guess that the economy will 
grow by only 3% or so this year. That is not 
enough to have much effect on an unem- 
ployment rate of 14%. Returning Argentina to 
the 6% annual growth that Mr Menem’s offi- 
cials were confidently predicting a couple of 
years ago will mean slashing the cost of do- 
ing business in the country, including every- 
thing from credit to freight costs and tele- 
phone charges. Mr de la Rua’s own rating 
may have been upgraded, but much work 
still lies ahead. 

— — — - = 
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Venezuela 


Crossfire 


CARACAS 


BIG factor in the rise of Hugo Chavez 

from failed coup leader to elected presi- 
dent was that many Venezuelans came tosee 
him as an avenging angel, who would root 
out the corruption of self-serving civilian 
politicians. Ironic, then, that the first serious 
political setback Mr Chavez has faced since 
he took office a year ago involves allegations 
ofa vulgar campaign-finance scandal. 

This claim has surfaced as part of a bitter 
row which has placed at loggerheads two of 
the three groups on which Mr Chavez’s re- 
gime unsteadily rests. One consists of survi- 
vors of the formerly clandestine Bolivarian 
Revolutionary Movement, founded by Mr 
Chavez, then a paratroop captain, and other 
army officers in 1982, which ten years later 
launched an abortive military coup. The sec- 
ond is the group of civilians, politicians and 
businessmen who backed Mr Chavez's suc- 
cessful presidential campaign. 

On February 4th, the anniversary of the 
attempted coup, its other three leaders, 
headed by Francisco Arias Cardenas, the 
powerful governor of the western state of 
Zulia, issued a warning to their former 
brother-in-arms. The members of the Boli- 
varian Revolutionary Movement had swom 
to put an end to the corruption, cronyism 
and chicanery of Venezuela’s discredited 
traditional political parties. Yet Mr Cha- 
vez’s regime, they claim, is reproduc- 
ingsome of the same vices. 

For that, they blame the presi- 
dent's civilian allies and, especially, 
Luis Miquilena, an octogenarian 
leftist who wields more power in 7 
government than anyone except Mr 
Chavez himself. Having chaired the 
constituent assembly set up last 
year to rewrite the constitution, Mr 
Miquilena now heads an un- \ ¥ 
elected, 21-member committee act- \\ 
ing as a legislature until the general 
election due on May 28th. He also 
runs the Fifth Republic Movement 
(mMvr), Mr Chavez’s political party. 

One of the three Bolivarians, Je- 
sus Urdaneta, used his position as 
head of state security to compile La 
a dossier on corruption. Hav- 
ing now lost his job, he has pre- 
sented 46 cases to the public NS 
prosecutor for investigation. 
The full details have not emerged. 
Butone allegation is that Mr Miqui- 
lena has steered government con- 
tracts to an old friend and busi- 
ness partner, Tobias Carrero, who 
owns a big insurance company. Mr 
Carrero is also an old friend of Mr 
Chavez's, and helped finance his cam- 
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paign. That makes the president vulnerable 
to the perception, at least, of having reneged 
on his anti-corruption pledge. 

Perhaps conveniently for Mr Chavez, 
those who will investigate the allegations 
owe their jobs to Mr Miquilena’s constituent 
assembly. The entire judiciary has itself been 
under investigation since last August by a 
committee led by a close associate of Mr Mi- 
quilena’s; any judge can still be sacked by 
this committee. The Supreme Court was also 
appointed by the assembly; two of its 20 
judges have in the past worked for Mr Car- 
rero’s insurance company. The public pros- 
ecutor was once the president's lawyer. He is 
widely respected, but his independence is 
questioned by some. 

Even if the corruption allegations are not 
upheld, the row comes at an awkward mo- 
ment for Mr Chavez and his regime. Just a 
fortnight ago, the president seemed almost 
impregnable, with a chance that he might be 
re-elected unopposed in May. Now he faces 
more of a fight. He must also supervise the 
choice of his regime’s candidates for several 
thousand public offices, from mayors up- 
wards. Among the contenders for state gov- 
ernorships are the three Bolivarian coman- 
dantes themselves. 

Mr Chavez has sought to avoid an open 
split with them. But the differences between 
the first two legs of his coalition now look ir- 
reconcilable. That could leave Mr Chavez 
increasingly reliant on the third leg of the 
stool: the armed forces’ high command. 

Already, the new constitution gives the 

armed forces an explicit 
role in “national develop- 
ment”, and grants the 
president control over all 

Z promotions from colonel 
upwards. Mr Chavez has 
placed military officers 
in several senior govern- 
ment jobs. But further 
creeping militarisation 

f| of the government 
| would draw interna- 
tional criticism, and 
the generals themselves 
may be wary of getting 
any closer to the presi- 
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dent; the army lost prestige through its in- 
volvement in a dictatorship back in the 
1950s. For the time being, Mr Chavez’s job 
looks secure. But his regime’s first serious 
wobbles have come sooner than expected. 

= 





Ecuador 


Dollars and 
dolours 


Quito 


ESS than a month after a plan for Ecuador 
to adopt the dollar provoked a confused 
coup against President Jamil Mahuad, the 
country’s new government is pressing ahead 
with the currency change. On February 14th, 
it sent to Congress a bundle of economic re- 
forms, including electricity and telecoms pri- 
vatisation, measures to attract private invest- 
ment in oil, and changes in the labour laws, 
as well as dollarisation itself. It is a bold, or 
perhaps desperate, move. And it is not clear 
whether it will gain approval, or even prove 
technically feasible. 

The new president, Gustavo Noboa, and 
his finance minister, Jorge Guzman, have 
opted for a scheme that lies somewhere be- 
tween outright dollarisation and an Argen- 
tine-style currency board. To avoid having to 
change the constitution, which specifies the 
sucre as the currency, the law would allow 
sucres still to be used. The central bank 
would also retain limited powers as a lender 
of last resort to troubled banks. 

The bill gives the central bank leeway as 
to how quickly it would swap sucres for dol- 
lars. That is just as well. According to the ime 
team advising Mr Guzman, sucre banknotes 
and coins in circulation are worth some 
$420m; the banks and the government have 
another $400m on deposit at the central 
bank. But Ecuador's liquid international re- 
serves amount to only $920m, leaving barely 
$i00m for contingencies. 

One complication is that the govern- 
ment has agreed to release $400m in bank 
deposits which have been frozen since last 
March, when much of the banking system 
collapsed. It is to issue bonds to holders of 
another $2.1 billion in frozen deposits (the 
banks themselves have sufficient liquidity to 
cover barely a fifth of this amount). But this 
month the Constitutional Tribunal ruled 
that this arrangement was illegal. 

Speed is now essential for the govern- 
ment. Since Mr Mahuad fixed the sucre at 
25,000 to the dollar in January, Ecuador's 
devastated economy has achieved a tenuous 
and temporary stability. Delay could bring a 
loss of confidence, and with it the death of 
the dollarisation scheme. So the government 
has scrapped its original plan to send the re- 
form platter to Congress in bite-sized pieces. 
That would have been politically more dig- 


THE ECONOMIST FEBRUARY 19TH 2000 


DATY 





estible. But dollarisation is 
unlikely to stick unless ac- 
companied by further re- 
forms such as privatisation, 
needed togenerate cash and 
confidence. 

Congress now has 30 
days to approve the reform 
bill. Mr Noboa seemed to 
have lined upenough votes. 
But some of his allies, such 
as the populist Social Chris- 
tians, are notoriously fickle. 
And public opinion has 
shifted: a poll taken in early 
February found 73% against 
dollarisation. That is be- 
cause inflation surged to 
14.3% in January, the highest monthly figure 
ever. Rightly or not, Ecuadoreans blame dol- 
larisation for eroding their wages. 

The same poll found 74% support for a 
call by a powerful Indian farmers’ organisa- 
tion for a referendum to approve the dissolu- 
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Will they cost more in greenbacks? 





tion of both Congress and the judiciary. The 
Indians, who together with a group of rebel- 
liouscolonels staged the uprising that ousted 
Mr Mahuad, have declared the new govem- 
ment to be temporary. They want fresh elec- 
tions. Nothing is certain in Ecuador. 

= —— 





Mexico 


Fox's Pepsi challenge 


MEXICO CITY 


The chief threat to the Institutional Revolutionary Party in Mexico’s 
presidential election in July is a straight-talking outsider 


66 AFTER 70 years of drinking Coca-Cola, 

it becomes a habit—you drink Coca- 
Cola.” Funny that Vicente Fox, a former 
Coca-Cola executive, should use this meta- 
phor to explain why so many Mexicans 
carry on voting for the Institutional Revolu- 
tionary Party (pri) after seven decades of its 
rule. But he aptly sums up the task he now 





faces. He must persuade Mexicans to switch 
their political brand loyalty, to something 
most have never tasted. 

As the campaign for Mexico's presiden- 
tial election on July 2nd gets under way in 
earnest, Mr Fox is the only opposition candi- 
date with any chance of ousting the pri, ac- 
cording tocurrent polls. He is backed notjust 
by his own National Action Party (PAN), the 
strongest opposition force, but also by the 
small Green Party. In a country where politi- 
cians are masters of soft-spoken circumlocu- 
tions, hiscowboy boots, Fox belt buckle, fog- 
horn voice and straight talk all mark him out. 
For some, he is a rough-hewn hero, for others 
aloud-mouthed buffoon. 

Mr Fox is an outsider in more than just 
image. He started his career in business, be- 
fore becoming a congressman and then, in 
1995, governor of Guanajuato state. He has 
always supported the pan; most other oppo- 
sition candidates had had long careers in the 
pri beforehand. Yet even in the ran, which 
mixes free-marketry with dogmatic Catholi- 
cism, he is a renegade. He is bludgeoning it to 
becoming more pragmatic, less elitist. He be- 
came its candidate by starting his own cam- 
paign more than two years ago, so that by 
nomination time nobody else could hope to 
challenge him. His supporters’ organisation, 
Friends of Fox, now has six times as many 
members as the pan itself. 

When everyone, including the PAN, was 
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under the spell of President Carlos Salinas’s 
deceptive economic miracle in the early 
1990s, Mr Fox remained sceptical, turning up 
to one of the president's state-of-the-nation 
speeches wearing a huge pair of fake Salinas 
ears. His reward was to be barred from the 
1994 presidential election, on the grounds of 
his mixed Spanish-Mexican parentage. “lam 
the only real opposition in this country,” he 
claims, with some truth. 

In his campaign, Mr Fox promises, im- 
probably, that he would generate 7% econ- 
omic growth and 1.35m jobs a year by relying 
on foreign investment and exports. These 
are, in fact, the same policies pursued by the 
pri. Buton other issues, he diverges. Whereas 
the pri’s presidential candidate, Francisco 
Labastida, would deal with rural poverty by 
doubling aid to farmers, Mr Fox would mod- 
ernise the subsidy system and encourage 
some farmers to change to more profitable 
crops, or even to other jobs. And Mr Fox 
points to his business experience (he would 
impose “total quality management” on gov- 
ernment) and his record as state governor to 
lend credibility to his claims. 

Under Mr Fox, Guanajuato’s economy 
has indeed grown faster than Mexico’s— 
though it still has patches of deep poverty 
that have not felt the benefits—and it has en- 
joyed lower-than-average crime and unem- 
ployment. Many foreign investors and poli- 
ticians see him as a dynamic moderniser. 
They are impressed by his record and his 
patter, in contrast to the lacklustre ideas and 
tired rhetoric of Mr Labastida, and of 
Cuauhtemoc Cardenas, of the left-wing 
Party of the Democratic Revolution. 

Charming the voters, however, is an- 
other matter. On the one hand, Mr Fox 
stands for opposition, and so change. On the 
other, he knows that many Mexicans, like 
lifelong Coca-Cola drinkers, are conserva- 
tive and reluctant to switch preferences; in 
recognition of this, one of his slogans is “The 
change that suits you”. The PAN is not much 
help either. It governs in seven states, con- 
taining some 30% of Mexico's total popula- 
tion. But “once the party has won a state, it 
tends to contract and doesn’t do much be- 
tween elections to reach out to voters,” says 
Yemile Mizrahi, a political scientist at c1DE, a 
Mexico city university. The pri, by contrast, 
has spent seven decades extending its tenta- 
cles intoevery corner of the country. 

So while Mr Labastida has the help of the 
party machinery, Mr Fox's campaign must 
rely mainly on his own raw appeal on televi- 
sion. Too raw, perhaps: he is notorious for 
controversial remarks, such as a boast that 
he could resolve the long-running Zapatist 
conflict in Chiapas in 15 minutes if the guer- 
rillas were so inclined, or implying that the 
Catholic church was like the pri in its domi- 
nance. He claims his words have been dis- 
torted, and insists he will not change his style 
(“That's the risk I take”). 

So far that has not hurt his ratings. But 
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neither has it helped much: in most polls, he 
remains a few points behind Mr Labastida, 
with Mr Cardenas a distant third. However, 
one poll this week showed Mr Fox closingon 
Mr Labastida. How much further he can rise, 
he says, depends on the size of the diehard 
pri vote (Mr Fox pessimistically estimates 
40%); on the extent to which prt officials in- 
dulge in traditional tactics of vote-buying 
and petty threats;and on the number of anti- 
PRI voters he can seduce away from other op- 
position parties. He talks of last-minute 
pacts to get other candidates to step down, 
but Mr Cardenas, the only one with a signifi- 
cant chunk of support, looks unlikely to 
agree. Unless Mexicans suddenly break the 
habit of a lifetime to try something new, it'll 
be Coca-Cola yet again. 





Canada 


Wild west 


VANCOUVER 


HEN, last August, Glen Clark became 
the third British Columbian premier 
in succession to be driven from office by 
scandal, nobody in Canada’s far-western 
province was especially surprised. British 
Columbian politics has long been an undig- 
nified brawl: not since 1983 has any of the 
province's premiers completed a full term of 
office. Mr Clark’s New 
Democratic Party (NDP) 
hoped to use his departure 
as an opportunity to clean 
up the province’s be- 
smirched political image. 
Yet, even before the dele- 
gates had assembled for a 
party convention on Febru- 
ary 20th to pick a perma- 
nent successor to Mr Clark, 
the dirt was flying again. 
The leadership cam- 
paign has been a bitter af- 
fair, marked by allegations 
of rigging. A party inquiry 
found 1,300 (out of about 
11,000) newly recruited 
members had either not 
signed up personally, or were already mem- 
bers of another party. Most of the bogus re- 
cruits (who have been struck off) are of In- 
dian descent, and were among those 
recruited en masse by Ujjal Dosanjh, the 
province’s attorney-general, and Gordon 
Wilson, the education minister. Both have 
lost support because of the scandal. That has 
helped a third contender, Corky Evans, the 
folksy agricultural minister. But Mr Dosanjh, 
a moderate, remains the likely winner. If he 
pulls it off, he will become Canada’s first 
provincial premier of Indian origin. 
Both the left-of-centre npr and British 
Columbian politics need a fresh start. Mr 





Don’t call me Smith 


Clark resigned after police investigated alle- 
gations that he had used his influence to help 
a neighbour get a casino licence. Mr Clark 
has denied the allegations, and no charges 
have been laid, though prosecutors are still 
working on the case. But the scandal has fin- 
ished him politically. And maybe the npr as 
well: his government had been under fire for 
two years, in rows over fudged budget fig- 
ures and big fiscal deficits, huge cost over- 
runs on a ferry project, an economic reces- 
sion (now over) and its readiness to allow 
more gambling. All this has caused the NpP’s 
support in the polls to sink to 15%, against 
47% for the opposition Liberals. Neither the 
Liberal leader, Gordon Campbell, nor his 
promise of heavy spending cuts, arouses 
much enthusiasm. Yet the voters seem cer- 
tain to throw the npr outat the nextelection, 
which must be held by mid-2001. 

Even the most patriotic British Colum- 
bian suspects something is wrong with the 
province’s politics. Mr Clark’s pp predeces- 
sor, Mike Harcourt, was obliged to resign the 
premiership over a scandal involving the 
diversion to his party of charity funds from 
gambling. Mr Harcourt’s predecessor, Bill 
Vander Zalm of the conservative Social 
Credit Party, had to step down after he was 
accused of using his office to sell his family’s 
theme park. Whoever is chosen as the new 
NDP leader will be the province's sixth pre- 
mier in nine years. 

Why all the turmoil? Some say the public 
sets too high a standard for 
politicians. Others blame 
the media for driving 
flawed leaders out, or the 
left-right polarisation in a 
highly unionised province. 
But none of these is the 
whole answer. British Co- 
lumbian politics has had a 
rather rumbustious, popu- 
list streak since the prov- 
ince’s beginnings in the 
mid-19th century. 

The tone was set early, 
by a premier who called 
himself Amor de Cosmos 
(Lover of the Universe 
sounded better than his 
real name, William Smith). 
He led British Columbia’s fight to join Can- 
ada, but was a quarrelsome boozer and land 
speculator who died mad. More recently, the 
province’ image was sealed by W.A.C. 
(“Wacky”) Bennett, a Bible-thumping, road- 
and dam-building Social Credit premier 
who presided over 20 years of growth until 
1972. He survived endless scandals because 
he delivered the goods, 

Can the province’s new premier do the 
same? All the leadership contenders pro- 
claim their commitment to conciliation, in- 
tegrity and sound finance. British Colum- 
bia’s voters will need some convincing. 

Re: 
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After Mugabe's defeat 


HARARE 


Rejecting their president’s draft constitution has given Zimbabweans a new 


self-confidence. Will it last? 


OTERS in Zimbabwe came of age this 

week when, by referendum, they re- 
jected a draft constitution designed to en- 
trench President Robert Mugabe’s hold on 
power. By handing Mr Mugabe his first de- 
feat at the polls since independence in 1980, 
the electorate showed that it was no longer 
prepared togive blind allegiance to the presi- 
dent or his zANU-PF party for leading the 
fight to end white-minority rule. In 
effect, the voters were saying that 
the past was history; their decisions 
from now on would be governed by 
whatever they believed would give 
them the best chance of good, or at 
least better, government. 

Getting rid of the draft constitu- 
tion has restored Zimbabweans’ 
fading faith that change can be 
achieved through the ballot box. 
This spells trouble for zANU-PF at 
the parliamentary election that is 
due to be held soon, probably in 
mid-April. The 55% vote against the 
constitution amounted to a strong 
vote of no-confidence in Mr Mu- 
gabe and his party. Above all, the 
electorate was expressing its opin- 
ion on the mismanagement of the 
economy and Zimbabwe's involve- 
ment in Congo's war. 

These will be almost impossible 
issues to turn round before the elec- 
tion. ZANU-PF will have to find 
something new on which to cam- 
paign. If it relies, as it so often does, 
on heaping the blame for things go- 
ing wrong on whites, foreigners and 
gays, it will risk another defeat. Cer- 
tainly, the party will not be able to 
retain its current lock on parlia- 
ment, in which it has no fewer than 
147 of the 150 seats. 

The referendum result is also a challenge 
to the opposition. The size of the no vote 
shows how widely discontent has spread. It 
is now up to the opposition parties to con- 
vert this anger into support for their par- 
liamentary candidates. Although Mr Mu- 
gabe’s opponents succeeded in mobilising a 
broad coalition of civic groups to oppose the 
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constitution, it will be much more difficult to 
maintain that united front into the election. 
Several parties have sprung up to oppose 
ZANU-PF and, if they compete against each 
other, they could easily split the vote and al- 
low the ruling party to seize victory. That has 
happened often enough in other African 
countries, notably Kenya. 

The election will be held on a first-past- 





the-post system in each constituency. Al- 
though the referendum was rejected by 
more than half the country’s voters, it passed 
in more than half the constituencies. The op- 
position will have to grapple for every seat 
and is unlikely to win an absolute majority. 
The leading party, the Movement for Demo- 
cratic Change, draws its support from the 


same hardy band of civic groups that op- 
posed the constitution. Its newly elected 
secretary-general, Morgan Tsvangirai, has 
led Zimbabwe's trade unions for many 
years. He must now prove that he can lead a 
national alliance against ZANU-PF. 

The rejected draft constitution would 
have allowed Mr Mugabe, 76 next Monday, 
to seek two further five-year terms after his 
current term ends in 2002. It also had a weak 
bill of rights which would have allowed a 
person’s rights to be suspended in the name 
of public morality. Mr Mugabe sought to 
sugar the pill by making an issue of land and 
race. He personally wrote a clause into the 
draft stating that, if Britain did not pay for 
the redistribution of land seized by colonial- 
ists, the Zimbabwean government would 
have the authority to confiscate white- 
owned land without compensation. 

Although Zimbabwe's rural 
poor were told that a yes vote 
would bring them new land, they 
still did not turn up in great num- 
bers at the polls. Some, it is true, 
were discouraged by the heavy rain. 
But cynicism may have kept others 
at home. Mr Mugabe has been pro- 
mising them new land for 20 years 
without delivering it. 

Nor was race a decisive issue. 
Zimbabwe's whites voted strongly 
against the constitution, but they 
make up less than 1% of the popula- 
tion. It was the resounding no from 
the teeming black townships in Ha- 
rare and Bulawayo that defeated the 
referendum. 

The overriding issue in the cam- 
paign was the country’s economic 
troubles. Inflation at over 60% hurts 
everybody, but above all the 70% of 
Zimbabweans who are deemed to 
be living in dire poverty. The coun- 
try is in the grip of a two-month fuel 
shortage in which trucks, buses and 
tractors must queue for hours for a 
small ration of petrol or diesel. 
Queues for paraffin, the main fuel 
used in cooking, in Harare’s town- 
ships are much longer than were the 
lines to vote at the weekend. The 
revelation that large quantities of 
Zimbabwe's scarce fuel were going 
to the war in Congo gave people an extra rea- 
son to resent Mr Mugabe's already unpopu- 
lar deployment of 11,000 troops to prop up 
Laurent Kabila, Congo’s president. 

As well as its fuel shortage, Zimbabwe is 
threatened with power blackouts. The state- 
owned power company, zEsA, which im- 
ports half the electricity used in the country, 
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has run up a crushing $20m debt. A chronic 
shortage of hard currency has made it late in 
paying that debt, most of which is owed to 
South Africa’s state-owned power company, 
Eskom.On the eve of the referendum, Thabo 
Mbeki, South Africa’s president, visited Zim- 
babwe fora talk with Mr Mugabe. 

Although Mr Mbeki apparently said that 
South Africa would not turn off Zimbabwe's 
lights for the time being, he warned Mr Mu- 
gabe that his government could not con- 
tinue supporting that debt for much longer. 
South Africa is willing to help Zimbabwe out 
of its economic problems, he is reported to 
have said, but wants several things in return, 
including the withdrawal of Zimbabwe's 
troops from Congo. 

The pressure from Mr Mbeki, together 
with the referendum result, has made Mr 
Mugabe think hard. Whereas others in his 
party followed tradition by lashing out at 
white Zimbabweans for the defeat, Mr Mu- 
gabe adopted a much more statesmanlike 
tone. Talking to the country on state televi- 
sion, he accepted the result without recrimi- 
nation. The sight of blacks and whites voting 
together peacefully, he said, displayed Zim- 
babwe as a “rich mosaic”, and he called on 
everybody to work together. 

Sober and subdued, Mr Mugabe care- 
fully avoided any of the bitter invective with 
which he has bombarded Zimbabwe in re- 
cent years. It was a return to the magnani- 
mous form that he showed in 1980, when he 
called for racial reconciliation. Will it last? 
Even if it does not, Mr Mugabe might recover 
some of his reputation if he dropped the at- 
tempt to prolong his rule. 
= Š TE SS eae En 


Angola 


Ouch! 


LUANDA 


OMEONE must have an added an extra 

zero by mistake, said Angolans when 
they heard on February 3rd that fuel prices 
would be increased next day by more than 
1,600%. After all, the government has been 
known to double the price 
of petrol overnight to bring 
it into line with inflation. 
But no: when motorists 
tried to fill up their tanks, 
the price really had risen 
from four cents a litre to 70 
cents. The cost of other fu- 
els, including the bottled 
gas that is used for cooking, 
had also increased by the 
same measure. 

Angola is an oil pro- 
ducer, getting 95% of its for- 
eign currency from oil ex- 
ports. Yet at first the 
government offered no ex- 
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Racism hiding in the pages? 


JOHANNESBURG 


N THE past week, seven 

newspaper editors, plus 
two from radio and televi- 
sion, have been subpoe- 
naed to appear before the 
South African Human 
Rights Commission to an- 
swer accusations of racism. 
They face jail if they do not 
comply. They were ordered 
to produce all “relevant” 
documents, and the com- 
mission has the power to 
search their offices. None of 
this is nearly as bad as the 
attempted intimidation of 
the press that took place under apartheid, 
but journalists are worried. 

One of the seven editors, Phillip van 
Niekerk of the Mail and Guardian, whose 
reporters were imprisoned by the old 
white regime, believes that his paper is be- 
ing harassed for continuing to investigate 
abuses under the new one. “People will be 
scared to criticise the government,” he 
said “for fear of being labelled racist.” 

The commission began to investigate 
the media after two racially exclusive 
groups, the Black Lawyers’ Association 
and the Association of Black Accountants, 
complained that the Mail and Guardian 
devoted more effort to exposing corrup- 
tion among black politicians than white 








Offending stork 


ones, and that the Sunday 
Times trivialised the deaths 
of black murder victims. In 
a report in November, the 
commission found little ev- 
idence of overt bigotry, but 
concluded that “uncon- 
scious” racism was rife. 

An example of alleged 
racism was a photograph in 
the Star of a stork perched 
on a dustbin. This was 
judged to be code for the 
decay of central Johannes- 
burg, even though it was 
clearly labelled as having 
been taken in Uganda. Most of the coun- 
try’s main newspapers were accused of an 
anti-black bias, including two that were 
owned, edited and read mainly by blacks. 

Mainstream South African papers do 
not generally publish racist nonsense; it 
would be commercial suicide to do so. 
One of the few recent exceptions was a 
Zulu-language paper which called for a 
South African Idi Amin to deal with 
Asians (the editor responsible was swiftly 
sacked). The editors currently being pillo- 
ried fear that their real offence is to belong 
to what the ruling African National Con- 
gress, in its recent annual report, called a 
“hostile press corps” owned by “antago- 
nistic forces with minority interests”. 








planation for its extraordinary action. When 
pushed, it announced that it was responding 
to demands from the imr to bring fuel prices 
into line with global norms. The mF has in- 
deed called on Angola to remove state subsi- 
dies from petrol and instead invest money in 
lifting public-sector salaries—but in a gra- 
dual way, over a period of two years. 

Life for most Angolans was a battle for 
survival even before the price rise. Now it is 
nearly impossible. The cost of public tran- 
sport has already doubled and 
looks set to rise again. A 
teacher, nurse or policeman, 
who earns on average $15 a 
month, now has to pay $1.20 to 
get to work each day. Petrol is 
hard to come by because most 
petrol-station owners do not 
have the capital to refill their 
storage tanks. People who 
used to cook with gas may 
have to use charcoal. 

Some cities in the interior 
have been without even the 
few hours of electricity they 
used to have each day; provin- 
cial governments do not have 


the money to keep the generators going. In 
Saurimo, power was restored after ten days 
only because a nearby diamond company 
provided fuel. The city hospital rushed to 
perform emergency operations before the 
lights went out again. 

Angola’s political opposition has been 
uncharacteristically vocal in denouncing the 
government’s “arrogance”. All the opposi- 
tion parties have signed a petition calling for 
the prices to be lowered. One party even 
tried to organise a demonstration, unheard 
of in Angola. It did not take place. On the 
morning of the protest, the state-controlled 
media warned people not to show up be- 
cause the police and army would be out in 
force. “The Angolan police do not use rubber 
bullets,” said one trade unionist. 

As yet, the government does not seem to 
have been cowed by the general outrage. But, 
when asked if fuel prices would be reduced, 
the deputy minister of finance carefully re- 
plied that “it appears that the effects [of the 
price rises] have not been beneficial on the 
population, so the government needs to find 
a way of mitigating those effects.” One way 
of putting the calamity, perhaps. 
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Palestinians and Israel 


Barak's maps 


EAST JERUSALEM 


AST Sunday should have been the day by 
which Israel and the Palestinians had 
hammered out a framework agreement on 
the troublesome issues dividing them: Jeru- 
salem, refugees, settlements, water and bor- 
ders. But February 13th passed with barely a 
nod from Ehud Barak, Israel’s prime minis- 
ter, his mind preoccupied with the fighting 
in Lebanon. Negotiations between Israel and 
the Palestinian Authority are frozen. 

This may be the worst moment for the 
Palestinians since Mr Barak was elected last 
year. In many ways the crisis is about the 
prime minister himself, and what many Pal- 
estinians (and some Israelis) see as his down- 
grading of the Palestinian part of the peace 
process in favour of a possible agreement 
with Syria. Even more ominously for the Pal- 
estinians, many of them feel that his vision 
of a final settlement bears an uncanny re- 
semblance to the one touted by his despised 
predecessor, Binyamin Netanyahu. 

Both these fears were fanned by the 
disastrous meeting that took place between 
Mr Arafat and Mr Barak in Gaza on February 
3rd. To nobody’s real surprise, Mr Barak pro- 
posed putting back the “target date” for a 
framework agreement by a few months. Mr 
Arafat protested, but not much. He had 
never been enamoured of the framework 
idea, foisted on him by the Americans as part 
of the accord they helped to engineer last 
September. He has since called for it to be 
scrapped, the better to reach a full peace 
treaty by next September's deadline. 

What shocked Mr Arafat was the map 
Mr Barak presented to him of the latest 
phase of Israel’s interim withdrawal, as 
agreed last year. For weeks, say Palestinian 
officials, they were led to believe that this 
phase would grant them full control over a 
number of Palestinian villages on the edge of 
East Jerusalem, which Palestinians claim as 
the capital of their future state. But the map 
showed the usual archipelago of islets in the 
north and south of the West Bank, with no 
territorial contiguity between them, and 
none of them anywhere near Jerusalem. 

Mr Barak apparently told Mr Arafat that 
“domestic political troubles” (the scandal 
about campaign finances?) made it difficult 
to tackle the issue of Jerusalem before the 
end of the peace process. Mr Arafat was un- 
impressed. He has enough domestic troubles 
of his own (for instance, the recent scathing 
indictment of his government by 20 Pal- 
estinian intellectuals and parliamentarians), 
and is keenly aware that the latest with- 
drawal will make these troubles worse. 

Now Mr Arafat has embarked on a di- 
plomatic blitz, which this week included a 
meeting with Islamic finance ministers in 
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Morocco and an audience with the pope in 
Rome. He is airing a view that adds up to say- 
ing, “Barak is no better than Netanyahu.” 
There are some damning statistics to back 
him up. According to Israel’s Peace Now 
movement, Mr Barak, since he came to 
power, has sanctioned 4,028 new houses in 
Jewish settlements in the occupied territo- 
ries, including 2,149 in or near East Jerusa- 
lem. The average under Mr Netanyahu was 
around 3,000 new houses a year. 

Behind Mr Arafat’s anger there is fear. In 
the approach to this month’s meeting, Israeli 
negotiators floated Mr Barak’s blueprint of a 
final settlement with the Palestinians. It boils 
down to a trade-off in which Israel annexes 
the main settlement blocks in the West Bank 
(around 15% of the whole territory), while re- 
cognising a Palestinian state on 65%. The re- 
maining 20% covers areas, east of Jerusalem 
and in the Jordan valley, which are said to be 
“empty” of Palestinians. Mr Barak deems 
these vital to Israel’s security and they would 
be held by it for an unspecified period. 

If this is truly Mr Barak’s final offer, it 
would leave a Palestinian state made up of 
two Gaza-like cantons north and south of Je- 


rusalem, but with no territorial contiguity 


between them and no access to the border 
with Jordan. It is only slightly more generous 
than the proposal made by Mr Netanyahu 
and his foreign minister, Ariel Sharon, in the 
final days of their administration. 

It was this that caused Mr Arafat’s heart 
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to palpitate when he set eyes on Mr Barak's 
latest withdrawal map. What he saw was in 
close conformity with the blueprint: little ter- 
ritorial contiguity and no Palestinian toe- 
hold in Jerusalem. He knows that no Pal- 
estinian leader, not even one as historic and 
autocratic as himself, could sign such a deal 
and escape the wrath of his people. 


—— 

























BEIRUT 


T ISnoteasy to hold down a United Na- 
tions job in Iraq. Last year saw the 
hounding and eventual retirement of 
Richard Butler, the un’s chief weapons in- 
spector. Now it is the turn of the head of 
the un’s humanitarian programme, Hans 
von Sponeck. For the past few months, his 
pointed criticism of the uN’s strict trade 
embargo on Iraq has earned the fury of 
the embargo’s main advocates, the United 
States and Britain.On February 13th, he re- 
luctantly resigned. The head of the World 
Food Programme in Iraq, Jutta Burghardt, 

followed suit the next day. 
Mr von Sponeck has supervised the 


Gone: von Sponeck and Burghardt 








Make-believe about Iraq 


oil-for-food scheme, whereby the un al- 
lows Iraq to sell limited amounts of oil to 
buy humanitarian goods. But, as he ar- 
gues, the system does not even come close 
toanswering the desperate need for medi- 
cine, and for spare parts for Iraq’s crum- 
bling infrastructure. Iraq is often criticised 
for the way it handles things, but Mr von 
Sponeck squarely blames America and 
Britain for oil-for-food’s failure. Their ve- 
toes hold up contracts, he says, their carp- 
ing stymies any effort at streamlining and 
their public statements deliberately cloud 
the issue by pointing the finger at Iraq. 
The un may have trouble in finding a 
less outspoken replacement: the post 
turns its incumbents into crusaders. For a 
time, Mr von Sponeck seemed more 
guarded than his predecessor, Denis Hal- 
liday, who voiced similar complaints and 
departed similarly. But 16 months on the 
job seems to have brought him round to 
Mr Halliday’s point of view. “This experi- 
ment of sanctions on Iraq has not 
worked,” he says, “Why must we prolong 
the pretence that it does?” Sadly, his de- 
parture may further prolong the pretence. 
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Rebuilding the Balkans—theory 


and practice 


PODGORICA 


If Balkan countries traded more, they might fight less. That is the idea. But 


what if most of the trade is illegal? 


ALF-CLOSE your eyes on a sunny day 

in the southern Adriatic and you can 
imagine the place prosperous as well as 
beautiful. Trucks from Europe's rich heart- 
land would be speeding eastwards, while oil 
and gas flowed in the opposite direction. In- 
stead of flocking to join the underclass, or the 
underworld, of Berlin or Milan, people from 
Montenegro, Albania and Macedonia 
would grow rich from their own countries’ 
tourism and trade. 

Such fantasies may yet turn into reality. 
The recent emergence in those three places 
of younger, post-communist politicians, 
who work well with each other and their 
western mentors, has improved the chances. 
But, in the short term, the region still looks 
more likely to generate conflict and lawless- 
ness than sustainable growth. Yugoslavia’s 
President Slobodan Milosevic is threatening 
new mischief on several fronts—including 
Montenegro and northern Kosovo, where a 
two-hour gun-battle raged on February 13th, 
involving Serbs, Albanians and French NATO 
troops. Faced with so many Balkan difficul- 
ties, some western policymakers worry 
more about avoiding disaster than about 
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making economic dreams come true. 

In practice, however, those two aims 
ought to go together. Nearly a year after 
NATO began bombing Serbia, the southern 
Balkans are still full of vivid reminders of 
how years of conflict have distorted com- 
merce. Stronger economic ties could prove 
crucial to averting more bloodshed. 

Take Montenegro, widely seen as south- 
eastern Europe’s next potential hot-spot. A 
decade of sanctions against the rump Yugo- 
slav federation—consisting of Serbia and its 
queasy Montenegrin partner—has boosted 
the influence of smugglers, black-marketeers 
and fraudsters in both republics, while econ- 
omic conditions for ordinary people have 
worsened. Ten years ago, Montenegrins had 
a living standard comparable to that of the 
Portuguese. Now hourly wages are a tenth of 
the Portuguese level, according to Nebojsa 
Medojevic, an independent economist. The 
re-registration of stolen cars, as well as the 
cigarette-smuggling trade with Italy, are now 
the mainstays of Montenegro's income. 

Until recently, the Yugoslav economy 
had a weird logic of its own, based on a mix- 
ture of communist-era state control and 





close ties among political and criminalelites. 
But as international sanctions (which the 
European Union vowed this week to redi- 
rect slightly) bite a bit harder, the pro-west- 
em government of Montenegro finds it ever 
less tolerable to be yoked to Serbia. Mean- 
while, Belgrade’s bosses—some of whom 
come from Montenegro—are keener than 
ever to keep the smaller republic locked in. 

The recent “monetary divorce” between 
the two republics highlights the deteri- 
oration in their relations. For Montenegrins, 
the decision late last year to replace the Yu- 
goslav dinar with the p-mark as the main 
medium of exchange was an act of self- 
defence against rapid inflation. But for the 
Belgrade elite, losing Montenegro from the 
dinar zone was a blow: they can no longer 
procure goods from Montenegro at artifi- 
cially low prices, or print extra dinars in the 
knowledge that hapless Montenegrins will 
pay for them with precious hard currency. 

Serbia has retaliated by closing its mar- 
kets to Montenegrin exporters and denying 
Montenegro the subsidised food that keeps 
ordinary Serbs from starving. A side-effect of 
Serbia’s price controls on food has been the 
increased smuggling of flour to Montenegro, 
and thence to Shkodra in Albania, across a 
lake that has long been used for more sinister 
trade, in drugs, guns and migrants. 

In a gap between theory and practice 
that is typical of the region, the border bet- 
ween Montenegro and Albania is supposed 
to be closed; the Yugoslav army patrols it, 
and the Montenegrin police keep an eye out 
for smuggling. But neither of these forces— 
which may yet come to fight each other over 
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Montenegro’s future—seems in any hurry to 
stop the flow of contraband, On the rare oc- 
casions when smugglers are caught, they can 
often secure their release by appealing to 
well-placed political friends. 

These sordid realities seem far from the 
brave new Balkan world that was heralded 
last July, when 30 heads of government met 
in Sarajevo to launch a “stability pact” for 
south-eastern Europe, designed to create a 
virtuous circle of trade, market economics 
and democracy. Because such initiatives of- 
ten seem long on talk and short on action, 
anti-western forces in the region (including 
Montenegro's pro-Serbian opposition) have 
denounced Nato governments as quicker to 
pay for bombs than for development. 

Chris Patten, the European commis- 
sioner for foreign affairs, has waged a bur- 
eaucratic battle to accelerate the procedures 
for getting aid to places like Montenegro 
where a few weeks, and a few million dol- 
lars, could make the difference between 
peace and war. Still, having dispatched 
about €14m ($13.8m) in emergency aid to 
that republic so far this year, the ev, like 
many other well-wishers, faces legal barriers 
to helping Montenegro on a bigger scale. 

On the one hand, western governments 
have implored Montenegro’s President Milo 
Djukanovic not to provoke Serbia by declar- 
ing independence. On the other, institutions 
like the eu and the imF cannot rescue the re- 
public, under their existing rules, unless it 
becomes an independent country. Bodo 
Hombach, the German who runs the stabil- 
ity pact, pointed out this month that only 
“political means”—in other words, top-level 
attention from western governments— 
could overcome the procedural obstacles to 
shoring up Montenegro. 

But in the Balkans, today’s problems are 
no impediment to tomorrow’s dreams. At a 
conference next month—seen as make-or- 
break for the credibility of the pact—donors 
will be urged to stump up money for a new 
east-west thoroughfare called “Corridor 8”. 
Ideally, a six-lane highway would cut 
through mountains and soar over gorges, 
with gleaming service stations in places now 
dominated by car-jackers with Kalashni- 
kovs. A more realistic plan is for a four-lane 
road, with some widening and straightening 
of pot-holed stretches. Even the project's first 
step, modernising the Albanian port of 
Durres, could transform regional trade. 

On the eu side, one of the strongest back- 
ers of the corridor is Piero Fassino, the Italian 
foreign-trade minister. More than most Eur- 
opeans, he credits America for its hands-on 
approach to the Balkans, and for shaming 
the £u into treating the region as an opportu- 
nity for creating links with Turkey and 
points east, rather than as a danger. And he 
regards Serbia as acountry destined by geog- 
raphy to play a pivotal role—a malign one 
now butsomeday, he hopes, a helpful one. 
as 
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Russia 


No let-up in Chechnya 


MOSCOW 


Russia is winning territory in its secessionist republic, but little else 


UDGED by the official communiqués, 
Russia’s war in Chechnya is an unbroken 
series of triumphs. “Bandit formations” 
are retreating in disarray, their mountain 
strongholds pounded hourly by Russian 
planes. Escape routes out of the country are 
sealed off. A decisive strike is pending. Com- 
plete victory is inevitable. 

Certainly, Russian forces have gained a 
lot of territory this month, while the Che- 
chens have had their worst losses so far. 
Only a few mountain settlements are still 
fully in Chechen hands. Since most of the 
rebels left the Chechen capital, Grozny, in 
early February, Russian troops have been 
advancing into the southern foothills of the 
Caucasus mountains. 

But the real picture is much more confus- 
ing. Although the Chechen side took heavy 
casualties during the retreat from Grozny at 
the start of the month, Russia failed to gain 
the clear-cut victory it wanted, and some 
8,000 Chechen fighters, by Russian esti- 
mates, are still at large. Many are wounded, 
but morale among the rest seems to be high. 
Most have managed to regroup in the moun- 
tains, where Russia's much-promised final 
push has been delayed, and two main 
mountain gorges are still in Chechen hands. 
Moreover, the ambush of a Russian military 
train last week showed that groups of Che- 
chen fighters can still move around enemy- 
controlled territory with ease. 

Vladimir Putin, Russia’s acting presi- 
dent, now says that it would be unwise to set 
any date for ending the war—suggesting that 





Filtration in Chernokozovo 


his generals’ repeated promises of a speedy 
victory may be hollow. As well as intensify- 
ing the bombardment of rebel strongholds, 
Russia has started to confiscate private cars 
and trucks, and has closed the main route for 
refugees into neighbouring Ingushetia. 

The most disturbing news from Chech- 
nya in recent days is of war crimes. Human- 
rights groups, citing eyewitness accounts, 
say that Russian troops have murdered doz- 
ens of civilians in Grozny while on looting 
sprees. Conditions in the Chemokozovo “fil- 
tration” camp, north-west of Grozny, are 
abominable, according to the accounts of 
those released and of relations. A similar pic- 
ture has emerged from a letter home appar- 
ently written by a conscience-stricken guard. 
The camp holds hundreds of Chechens, in- 
cluding teenagers. Failure to carry a Russian 
internal passport—a document not issued in 
Chechnya since 1996—is ground enough for 
detention. Rapes, beatings and torture are 
said to be common. For $2,000, or the equiva- 
lent in sheep, inmates can be ransomed. 

For its part, Russia has produced photo- 
graphs of soldiers tortured and executed by 
Chechen rebels, and says that foreign moni- 
tors will be allowed to visit Chernokozovo 
later this month. Reports of atrocities, asserts 
the Kremlin spokesman, Sergei Yastr- 
zhembsky, are “separatist propaganda”. 

Russia's attempts to allay fears about 
“liberated” Chechnya seem to be drawn 
from lightly updated Soviet propaganda 
handbooks. One group of foreign journalists 
was shown a school newly equipped with 
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computers—but minus electricity. Another 
was treated to a display of happy Chechens 
folk-dancing. Reporters who seek to cover 
the war independently risk arrest, or worse. 
There is still no word of Andrei Babitsky, a 
war correspondent who disappeared after 
spending two weeks in military detention. 
Mr Putin, whoearlier said he would take per- 
sonal charge of the case, now says that by 
“instructing the security service to ensure his 
welfare” he has done all hecan. 

There seems little reason so far for the 
Russian leadership to change its stance. The 
war remains broadly popular among the 
public—a view bolstered by Russian offi- 
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cials’ frequent public warnings that the Che- 
chen high command is planning terrorist at- 
tacks. This echoes the original justification 
for the war: the bomb blasts in Moscow, and 
elsewhere, that killed some 300 people. No 
convincing evidence has yet been produced 
of Chechen involvement. 

Pressure from abroad seems unlikely to 
change things either. The United Nations 
high commissioner for human rights, Mary 
Robinson, declared this week that Russia's 
“indiscriminate bombing” in Chechnya 
should not be compounded by “denial of 
basic human rights”. But the reaction from 
foreign governments remains muted. 
= 





Germany 


The end for Kohl’s heir-apparent 


BERLIN 


The resignation of the Christian Democrats’ leader still leaves the party in 


pitiful shape 


E CLUNG on as long as he could, but in 

the end he had to go. Sucked ever 
deeper into the mire of lies and deceit sur- 
rounding the Christian Democrats’ financ- 
ing scandal, Wolfgang Schauble, the party 
leader, announced on February 16th his 
long-predicted, but never-quite-expected, 
decision to step down as party chairman. 
“This situation cannot go on,” he said. “We 
need anew beginning.” 

Mr Schauble’s credibility, already 
shaken by his long and close association 
with the leading villain in the plot, Helmut 
Kohl, the disgraced former chancellor, had 
been further rocked over the previous few 
days by apparent inconsistencies in his own 
version of events. This week’s imposition of 
aswingeing DM4im ($21m) fine on the party 
for breaking official party-financing rules 
swept away any lingering belief in his ability 
tolead the party out of its worst crisis since its 
foundation after the second world war. An- 
gela Merkel, the party’s 45-year-old general 
secretary, is now the favourite to succeed 
him—but only because the party now has so 
few options open to it. 

The fine, imposed for irregularities in the 
party's 1998 accounts, is only a first instal- 
ment. Further penalties are likely to follow as 
punishment for the illegal parallel financing 
system operated during Mr Kohl’s 25 years as 
party chairman. Mr Kohl continues to deny 
all knowledge of any foreign accounts, and 
to refuse to name the anonymous donors 
from whom he has admitted receiving up to 
DMazm in illegal donations. 

For his part, Mr Schauble has always in- 
sisted that he knew nothing of his party’s fin- 
ancial shenanigans, despite working as one 
of Mr Kohl's closest associates for over 20 
years and being chosen by him as heir- 
apparent. His authority was undermined in 
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recent weeks, however, by his admission 
that he had accepted a DM100,000 cash do- 
nation in 1994 from a shady arms dealer and 
lobbyist, Karlheinz Schreiber, having earlier 
claimed that he had met him briefly on one 
occasion—“and that was 
all”. Not only did he then 
admit to three meetings, but 
his version of how the 
transaction took place was 
flatly contradicted in swom 
statements from both Mr 
Schreiber and Brigitte Bau- 
meister, party treasurer at 
the time. 

For the past three 
months, Mr Schauble has 
struggled to limit the fall- 
out from the scandal, but 
with little success. The 
Christian Democrats con- 
tinue to lurch from one dev- 
astating revelation to the 
next. The party is now fac- 
ing possible financial and 
electoral ruin. Support has 
plummeted. Even before 
announcing his resignation, 
the latest opinion polls gave 
Mr Schäuble a pitiful 1% 
when pitted against the So- 
cial Democratic chancellor, 
Gerhard Schröder, who 
scored 45%. Last weekend 
the Christian Democrats 
gota foretaste of what could 
be in store in the critical 
state elections in Schleswig- 
Holstein (later this month) 
and in North Rhine-West- 
phalia (in May). In an elec- 
tion for the mayor of Halle, 
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Schauble’s farewell 
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in Saxony-Anhalt, their share of the vote fell 
from 42% toa miserable 16%. 

Panic is beginning to spread through the 
party. Before announcing his resignation, Mr 
Schauble, who only last month had received 
an almost unanimous vote of confidence 
from the party’s top committee, faced open 
rebellion in his parliamentary party, which 
he also leads. Dry, caustic and clever, he had 
never won the hearts of the party's rank- 
and-file either. Considered too close to the 
murk of the past, he was ditched. Announc- 
ing his resignation as both the party's boss 
and its parliamentary leader, Mr Schäuble 
appeared almost relieved. 

Just who can sort out the mess? Nobody 
seems to know, least of all within the party. 
Roland Koch, the premier of Hesse, had been 
considered a front-runner—until he too be- 
came embroiled in a separate party-finance 
scandal in the state. Having at first denied all 
knowledge of that affair, he was forced to 
confess last week to having lied about a 
DMı.2m illegal donation. Dismayed, his 
friends in Hesse’s government, the tiny Free 
Democratic Party, are due to decide on 
March 4th whether to pull out of the co- 
alition and thereby force a new election. 

Jürgen Rüttgers, the party leader in 
North Rhine-Westphalia, and Volker Rühe,a 
former defence minister who is heading the 
Christian Democrats’ cam- 
paign in Schleswig-Hol- 
stein, are also candidates. 
But each now faces a rough 
time in state elections. Some 
people have suggested in- 
stalling a party elder, such 
as Kurt Biedenkopf, who 
has just turned 70 and is the 
premier of Saxony, or Bern- 
hard Vogel, the premier of 
Thuringia, as a care- 
taker—at least until the 
party congress in April. But 
there is a yearning, espe- 
cially among the younger 
party members, for some- 
one fresh, young and un- 
tainted by the unsavoury 
practices of the past. 

Which is why some are 
calling for Mrs Merkel, a 
pastors daughter and 
physicist from the former 
East Germany. After Ger- 
man unification, she served 
for eight years in govern- 
ment under Mr Kohl, be- 
fore taking over as the 
party’s general secretary in 
1998. Despite what was at 
first seen as a double handi- 
cap—being both a woman 
and an easterner—she has 
won admiration for her 
courageous and at first al- 
most solitary efforts to clear 
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up the scandal and break with the Kohl era. 
Yet many still wonder whether she would 
have the political weight and sophistication 
to match the smooth Mr Schroder. 

The Christian Democrats may be fight- 
ing for their survival, but they are not yet 
dead. Some inside Germany, even within the 
Social Democrats, argue that the country 


needs them in reasonable health for the sake 
of German democracy—as Mr Schröder 
himself recently declared. It is also argued 
that, if the Christian Democrats did break 
up, far-right extremists would all too rapidly 
pick up the pieces, But, unless the party re- 
stores credibility soon, a shake-out on the 
right may be inevitable. 
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Austria 


Younger, fresher, 


VIENNA 


and harder right 


Jorg Haider may not be in Austria’s new government, but nobody doubts his 
influence on it 





Grasser (left) and Riess-Passer (right), with Haider never far behind 


66 J EAVE Haider in Carinthia!” Benita Fer- 

rero-Waldner, Austria's new foreign 
minister, urged her 14 European Union 
counterparts in Brussels this week, referring 
to the province governed by the leader of the 
far-right Freedom Party. “Mr Haider is not a 
member of the government. He does not rep- 
resent Austria abroad.” But the plea by Mrs 
Ferrero-Waldner, a member of the centre- 
right People’s Party, fell on deaf ears. Aus- 
tria’s fellow eu members are refusing to re- 
instate bilateral political contacts with its 
new coalition government, half of whose 
members come from Mr Haider's xenopho- 
bic, Eurosceptic party. 

The cocky, irrepressible Mr Haider may 
not be in the new government, but it is al- 
ready clear that he will not be content to sit 
back quietly in his Carinthian backwater. 
Even before the new coalition was sworn in 
by a reluctant President Thomas Klestil on 
February 4th, there were fears that the Free- 
dom Party’s leader would be pulling the gov- 
ernment’s strings, despite his promise not to 
interfere. “I would bea fool if I ruined the his- 
torical success of the new government by 
constantly launching crossfire from Carin- 
thia,” Mr Haider insisted. Yet he has already 


54 


fired one shot. He said this week that the gov- 
ernment should remove the special pension 
rights of certain groups, such as trade-union 
officials, farmers and public-sector workers, 
before beginning wider pension reform. 

Nor has the appointment of Susanne 
Riess-Passer, deputy leader of the Freedom 
Party and one of Mr Haider's closest aides, as 
Austria’s first female vice-chancellor, done 
much to calm nerves. She frankly asserted 
that Mr Haider would “of course” be in- 
volved in all the party did at federal govern- 
ment level: “I will co-ordinate with him be- 
fore, during and after decisions. That is only 
natural.” In the past, her fierce protection of 
her boss earned her the sobriquet of “the 
king’s cobra”, a description of which she is 
proud. But Mrs Riess-Passer, who takes the 
women’s-rights portfolio, is likely todo more 
than merely move to her master’s tune. A 
lawyer by training, she has a reputation as a 
tough operator with a mind of her own. 

Not all the new Freedom Party ministers 
are unconditional Haiderites. Karl-Heinz 
Grasser, who at the age of 31 is Austria's 
youngest-ever finance minister, announced 
18 months ago that he was leaving the party 
and politics “for ever” to go into business 


after falling out with Mr Haider, whom he 
accused of lacking political talent. But the 
able business-studies graduate, who by the 
age of 25 had been elected Carinthia’s dep- 
uty governor, could not resist taking on the 
huge task of shaking up Austria’s indebted 
and state-shackled economy. 

Four other Freedomites have been given 
cabinet posts, including those of defence 
and social affairs, in the 12-member govern- 
ment. Jobs were handed out in strict propor- 
tion to each party’s share of the vote in last 
October's general election, at which the Free- 
dom Party won 27%, just 415 votes more than 
the People’s Party. 

Wolfgang Schiissel, leader of the People’s 
Party and now Austria’s new chancellor, 
claims he can handle Mr Haider’s lot. By giv- 
ing them responsibility, he claims, he will 
tame them. He points out that he has already 
got the Freedomites to sign a sweeping joint 
declaration committing the new govern- 
ment to racial and religious tolerance, the 
protection of human rights and democracy, 
and an acceptance of Austria’s “responsibil- 
ity arising out of the tragic history of the 2oth 
century and the horrendous crimes of the 
Nazi regime.” They also signed the new gov- 
ernment’s programme, 80% of it already ap- 
proved by the former government (led by 
the centre-left), which provides for sharp 
spending cuts, privatisation, labour-market 
liberalisation, an end to the party patronage 
system, tax reform, health and pensions 
measures, and compensation for forced lab- 
ourers press-ganged by the Nazis. 

A political veteran, Austria’s new chan- 
cellor has kept a cool head through the re- 
cent upheavals. But will the bow-tied former 
lawyer really be able to control the slippery, 
telegenic Mr Haider? Most of Mr Schiissel’s 
troubles still lie ahead of him. Thousands of 
Austrians continue to take to the streets to 
protest against the new government; an- 
other mass demonstration is planned for 
February 19th. The trade unions are restless. 
Foreign investors are jumpy. The worry is 
that, should Mr Schiissel’s government fall, 
thereby forcing a new election, Mr Haider's 
party could do even better next time. 

—— > 


The message of 
El Ejido 


MADRIDO 


HE town of El Ejido, in southern Spain, 

used tositin adesert. Now, thanks to arti- 
ficial irrigation and intensive farming, it is 
one of the richest parts of Andalucia. But it is 
also, as Spain found out on February sth, a 
powder-keg of racial resentment. 

Some 11,000 of El Ejido’s population of 
50,000 are immigrants brought in to work on 
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the farms. Most of them are Moroccans. In 
recent weeks, three Spaniards have been 
murdered, apparently by Moroccans. The 
racial violence that followed the third killing 
was the worst ever seen in modern Spain. 
Youths rampaged through the streets, burn- 
ingdown the immigrants’ shacks and pelting 
them with stones. Fully 500 riot police now 
keep a shaky peace in El Ejido. 

Theclashes came in the middle of a fierce 
debate about the future of immigration. El 
Ejido may be thoughtan extreme case. Immi- 
grants are vital to the local economy, picking 
tomatoes, peppers and other vegetables that 
are grown under plastic awnings to intensify 
the sun’s rays. For everyone, the work is hot 
and unpleasant. But half the immigrants are 
there illegally, and are therefore particularly 
badly paid and poorly treated. They have 


been described as living in virtual slavery, 
brutalised by employers whose own fam- 
ilies were similarly brutalised a couple of 
generations back. Illegal workers have no 
rights under the law, and the rate of suicide 
among them is high. 

Last December, Spain passed a law mak- 
ing it possible for 70,000 illegal immigrants to 
take up residency and bring in their depen- 
dants. The new law was advertised as one of 
Europe’s most liberal. Now Spain’s centre- 
right government, getting cold feet, says it 
will tighten up the law if it is re-elected next 
month. The issue divides the cabinet. Jaime 
Mayor Oreja, the interior minister, worries 
that so many newcomers cannot be easily 
absorbed, while the jobs minister, Manuel 
Pimentel, argues that Spain needs more im- 
migrants to make up for its falling birth rate. 
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Spaniards like to think of themselves as 
tolerant. This is an easy virtue when there are 
few foreigners to be intolerant of. As more 
immigrants arrive, racist activity and atti- 
tudes increase. Recent studies show that up 
to 30% of Spaniards show xenophobic ten- 
dencies, and the number of neo-Nazi activ- 
ists known to police doubled between 1998 
and 1999. The violence in El Ejido was exacer- 
bated by outsiders who had been alerted by 
Spanish-based neo-Nazi websites. 

Two generations ago, when their coun- 
try was one of Europe’s more backward, 
many Spaniards left home and sought work 
abroad. In principle, they want to treat their 
newcomers well. In practice, the transition 
from being a nation that exported labour to 
one that imports it is proving difficult. 

—— eae 





HE leakage of 100,000 tonnes of cya- 

nide-laden sludge into the Danube 
river has already taken a heavy ecological 
toll. The cyanide, which was used ata mine 
in Baia Mare, in Romania, to separate gold 
from ore, was washed from an open stor- 
age basin into the Tisza, a tributary of the 
Danube, on January 30th. Three weeks and 
almost 1,000km (625 miles) later, almost 
everything in the Tisza’s murky, brown 
water is lifeless. Well over 100 tonnes of 
dead fish have been scooped out down- 
stream in Hungary and Yugoslavia; plank- 
ton, invertebrates and birds have been 
killed too. Fishermen have hung black ban- 
ners from houses and bridges, mourning 
their livelihoods. Wells near the river have 
been closed. 

With concentrations of 2.7 milligrams 
of cyanide per litre of water recorded sev- 
eral hundred kilometres from the source, 
130 times the safe limit, the water is now 
lethal. Cyanide, however, decomposes 
quickly, so should not remain long up- 
stream. It also dilutes easily, so its impact 
downstream in the Danube has been 
much less severe. But toxic heavy metals 
have leaked out too, and these will stay for 
perhaps five years in the mud of the Tisza’s 
river bed. Unlike cyanide, these do not kill 
animals or fish instantly; but, when con- 
centrated, they can cause long-term ill- 
health and cancers. 

The disaster highlights two big pro- 
blems in the region. The first is quite how 
polluted much of the land and many of the 
rivers of Eastern Europe remain, ten years 
after the fall of communism. The World 
Wide Fund for Nature estimates that a 
quarter of all rivers in southern and eastern 
Europe are heavily polluted. Some, like the 
Tisza, are “ecologically dead”. Many of 
these, especially in eastern Europe, are still 





Death on the Danube 


being dirtied by industrial waste, including 
toxic heavy metals. 

Ecologists say that spills such as the Ro- 
manian one are not unusual. Last year, the 
Timok, another tributary of the Danube, 
was suffocated by toxic waste disgorged 
upstream in Yugoslavia. Levels of iron 20 
times above normal, and a dangerous con- 
centration of other pollutants, forced vil- 
lagers to turn off their irrigation systems. 
Less dangerous toxic wastes from mines, 
metal-smelters and refineries constantly 
seep into the groundwater and surface wa- 
ter of the Danube river system. Environ- 
mental bodies, such as the International 
Commission for the Protection of the Dan- 
ube, a United Nations agency, are trying to 
clean up the river. But bad old habits, when 
unchallenged, are hard to unlearn. 

The second difficulty is how to share 
and look after a river that is 2,850km long 
and part of a drainage system that reaches 

























into 17 countries, many of them politically 
unstable, covering 817,000 square kilo- 
metres. The Danube system irrigates farm- 
land, supplies drinking water and receives 
sewage and waste. The Danube itself is also 
central and eastern Europe's great traffic ar- 
tery—though river trade has shrunk 
sharply since the war against Serbia last 
year. A 1998 agreement between the coun- 
tries belonging to the river system is sup- 
posed to govern river usage. But it is poorly 
policed. And there is no inter-govern- 
mental arrangement for compensation in 
cases of contamination. 
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Wim Kok, the Netherlands’ modest achiever 


FYOUstumbled into it, you might think that you had entered an 

academic’s study. The furnishings are sensible, rather than 
grand: nogilt or frills to hint at ostentation, no lavish works of art to 
suggest pretension. Three strides across it and you would bump 
into the opposite wall. Outside, locals cycle along the cobbled 
street; North Sea herring gulls mewl. Yet this is the office of Wim 
Kok, prime minister since 1994 of the Netherlands, a country with 
a proud imperial and industrial past—and a fairly royal future. 

Had the successes over which the Dutch prime minister pre- 
sides been achieved in any of Europe’s more self-important coun- 
tries, the name Wim Kok would be well-known abroad. But this is 
the Netherlands, and the Dutch are a practical, businesslike sort of 
people who prefer to get on with things rather than trumpet their 
accomplishments. Nobody more so, it seems, than Mr Kok, whose 
modesty is both refreshing and dis- 
arming. It is said that he suffers the odd 
fit of pique when other European poli- 
ticians of the left gather to make lofty 
declarations about a “Third Way” and 
fail to mention the Dutch experience. 
But he is generally happy tosit back, let 
the media stars of the new middle, 
such as Britain's Tony Blair, monopol- 
ise the debate about how to reform Eu- 
rope’s social model, and hope that oth- 
ers will discover for themselves what 
the Netherlands has achieved. “I've 
learned over the years that it’s better 
not to exaggerate how far you can tell 
other Europeans how to do things,” 
says Mr Kok witha smile. 

At a time when Europe's politi- 
cians are agonising about how to re- 
form their sclerotic social systems in 
order to inject needed flexibility with- 
out losing prized security, Mr Kok 
ought to be a compulsory point of ref- 
erence. In the past four years, while Eu- 
rope’s economies have been generally 
torpid, the Dutch economy has surged 
ahead by an average of 3.4%a year. Un- 
employment has been crushed to a 
tiny 2.7%. Inflation, though above the 
euro-zone’s average, is only 2.2%. In 
short, under their Labour prime minister, the Dutch have won 
themselves the American-style mix of growth, jobs and stable 
prices that has eluded almost all other European countries. 

Mr Kok himself, however, is quick to argue that the reasons be- 
hind this achievement are quite peculiar to the Dutch. A relatively 
small trading nation with a centuries-old tradition of openness, 
they have long been buffeted about by the ups and downs of the 
world economy. As a result, globalisation, the spectre that haunts 
so many Europeans, does not seem to frighten them. “It’s all about 
not being defensive about change,” as Mr Kok puts it. 

It was as far back as 1983, for instance, when he was leader of 
the im-strong Dutch trade-union confederation, that Mr Kok per- 
suaded his colleagues to accept an end to automatic wage indexa- 
tion in return for a pledge by the employers to create jobs. Today, 
the Dutch labour market combines flexibility with protection: 
many people work part-time, or on short-term contracts, accept- 
ing some uncertainty in return for the reassurance of a generous 
welfare system if all goes wrong. “Strong and social”, in the words 








of the slogan Mr Kok used for his 1998 election campaign. 

The Dutch. yearning for compromise, which helped bring 
about that early deal and has underpinned many others since, is 
also part of an unusual political culture. Since firstentering govern- 
ment after the second world war, the Dutch Labour Party has em- 
braced the idea of gradualism, accepting that policy should not 
zig-zag with changes of administration. In any event, because of 
proportional representation, Dutch politicians are obliged to gov- 
ern in coalitions, which they seem to shuffle in and out of with 
abandon. The current “purple” one, led by Mr Kok, contains La- 
bour, Liberals and Democrats, each of which has served in various 
earlier governments alongside the Christian Democrats, who are 
now in opposition. The upshot is an uncanny ability to get along 
with anybody, and to resolve disputes, usually, through consulta- 
tion. “Talk, talk, talk” is how one offi- 
cial characterises the Dutch model. It is 
a tribute to Dutchmen’s faith in their 
politicians’ ability to mediate that, 
when Mr Kok resigned last year, bring- 
ing his government down with him— 
after the Democrats had failed to push 
through parliament a bill to make 
more use of referendums—the voters 
hardly blinked. A month later, the 
same coalition had made up its differ- 
ences and was back in business. 

Mr Kok has his detractors. As a un- 
ion leader in the 1980s, he had a rough 
time keeping his more militant rank- 
and-file behind him. As finance minis- 
ter in the early 1990s, he was rebuked 
by many in his own party for pushing 
through austerity budgets. Today, he 
faces restless union members, increas- 
ingly angry at the soaring pay of com- 
pany bosses while theirs is curbed. 
Nor does everybody appreciate his 
stener talk about “making people 
responsible for their own lives”. Parlia- 
ment, for example, rejected his govern- 
ment's recent effort to compel single 
mothers on welfare to work. Taxes re- 
main high, even though spending is 
being cut. And some say the Dutch suc- 
cess is partly a statistical fiddle: the jobless total excludes an im- 
probably huge number of disabled people. 

Yet Mr Kok remains the country’s most popular politician— 
and well placed for re-election in 2002, now that he has said he will 
stand again. In many ways, his popularity can be put down to the 
style of a man who symbolises what the Dutch value. High office 
has not inflated the plain habits Mr Kok grew up with: his father 
was a carpenter and his working-class family suffered greatly dur- 
ing the “hunger winter” of 1944. From his taste in food (carbonade, 
a casserole, with potatoes and beans) to dress (he hates black tie), 
sport (football and motor-racing) to holidays (camping and walk- 
ing), he keeps to simple things, an inclination that goes down well 
with the voters. His austerity is legend: he has put an end to the tra- 
ditional alcohol break during cabinet meetings. Even while prime 
minister, he once turned up to a party meeting at a posh Amster- 
dam hotel on his bicycle. Affectation? Few believe so. Which may 
help explain why, even if Europe were to start copying the Dutch 
reforms, it is unlikely that Mr Kok would be credited. We, 
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Witty, wise, then weary 


Writing fiction is hard, and gets harder. Three grand old writers, a new 
novelist (page 5) and a clutch of young short-story writers (page 14) tell tales 


Y HIS 18th novel, an author may need to 

start seeking inspiration from predeces- 
sors. One could do worse than resort to Wil- 
liam Shakespeare, but the choice is perilous. 
In extrapolating his soth book, “Gertrude 
and Claudius”, from “Hamlet”, John Updike 
invites comparison to the Bard himself. 
There is no surer route to being shown up. 

“Gertrude and Claudius” is a prequel. It 
begins when Gertrude is 16, and urged by her 
father to marry a dull, earnest man whom 
she decries as “unsubtle”. Bowing, despite a 
fiery temperament, to her father’s wishes 
earns Gertrude a reputation for practicality, 
and for most of her marriage she makes the 
best of it. King Hamlet proves a distracted 
but decent spouse, though Gertrude eter- 
nally resents the fact that her husband slept 
through their wedding night. This inaugural 
anticlimax sows the seeds of sexual restless- 
ness in middle age. 

Claudius, King Hamlets younger 
brother, envies his brother’s regal powers 
and his pretty, popular queen in equal mea- 
sure. Putting the unattainable out of view, he 
adventures for years in southern Europe, 
and mesmerises the stay-at-home Gertrude 
with his exotic tales once he returns to Den- 
mark. After a prolonged campaign, he finally 
breaks down the queen's virtue, wakes her 
dormant concupiscence (a word of which 
John Updike is painfully overfond), and 
conducts a steamy affair with his newly 
wanton sister-in-law. Anon, King Hamlet 
discovers his brother's perfidy. Threatened 
with banishment, poverty, and disgrace, 
Claudius poisons the king, promptly marries 
Gertrude, and assumes the Danish crown. 
The novel leaves off neatly where the play 
“Hamlet” begins, with Claudius smug in the 
belief that his treachery has gone unde- 
tected, but readers know better. 

Meanwhile, “that foppish rude brat” 
Prince Hamlet has proved a disappointment 
to his mother: petulant, moody, disdainful, 
and self-dramatising. Prince Hamlet is un- 
satisfyingly off-stage in this novel, and his 
famously brooding nature is conjured 
through hearsay. Did Mr Updike not trust 
himself to put words in Hamlet’s mouth, lest 
they too abundantly fail to measure up to 
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GERTRUDE AND CLaupius. By John 

Updike. Knopf; 208 pages; $23. To be 
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Shakespeare's? Perhaps in that event the 
choice to keep Hamlet forever around the 
corner was prudent, but it isn't much fun. 
Mr Updike uses different names for his 
characters: Gerutha, Geruthe and Gertrude: 
Feng, Fengon and Claudius. “Amleth” in the 
first section becomes “Hamblet” in the sec- 
ond, a name with the goofy comic ambience 
of a Spectator spoof. A foreword explains 
that these variations were gleaned from 
sources pre-dating Shakespeare's play. But 
the name changes are jarring, and their fla- 
vour is pedantic, as if Mr Updike simply 
wants credit for doing his homework. 
Though pleasant enough, this short 
novel is more what Graham Greene would 
call “an entertainment” than a serious liter- 
ary apocrypha to the play, signally failing te 
portray emotions on a grand scale. The out- 
sized passions that pulse beneath “Hamlet” 
feel petty here. The affair between Claudius 
and Gertrude seems cheap, and Claudius 
himself sufficiently pompous and mean- 
spirited that it is difficult to believe an osten- 
sibly “practical” person like Gertrude would 
endanger all that she holds dear for his bed. 
Despite the medieval trappings, this 
story is no more majestic than the tawdry 
modem mid-life indiscretions that consti- 
tute Mr Updike’s customary material. The 
most obvious reason that his novel lacks the 
archetypal resonances of “Hamlet” is lan- 
guage. Mr Updike makes a yeomanlike nod 
toward an archaic style, whose ornate con- 
ventions often entice him to over-write: 
“Within three years Rorik’s queen was dead, 
taking with her into silence her midnight 
cries of release from that captivity of concu- 
piscence which Eve's curious sin has laid 
upon mankind.” The cheating-heart subject 
matter allows Mr Updike to write, as usual, 
about sex, though the euphemistic descrip- 
tions of couplings that his bygone tone re- 
quires are sometimes mercifully elliptical. 
Still, there’s something cringe-inducing 
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about calling a vagina a “hello-hole” and a 
renewed erection a “rethickened horn”. 

The prose’s shortcomings are not just 
poor craftsmanship. Shakespeare married 
unparalleled verbal dexterity with an 
equally dazzling insight into human nature. 
But where copious lines in Shakespeare de- 
mand multiple readings to tease out subtle 
strands of meaning, hardly a line in “Ger- 
trude and Claudius” rewards a second scan. 
Indeed, numerous lines don’t reward the 
first: “If the priests keep telling a woman that 
her lower parts are bad, then she must take a 
bad man as a lover” is not just weak writing; 
it doesn’t ring true. Likewise Gertrude’s not- 
ing “how hard it was to hold one man in 
mind while confronting another” is a mar- 
ginal observation and doesn’t bear repeating 
three times. Moreover, the novel relies too 
heavily on the play on to which it is grafted. 
Better that it should stand more completely 
on its own, or at least add a plot twist or sur- 
prising psychological dimension that we 
could not infer from “Hamlet”. It mightseem 
the height of unfairness to criticise any au- 
thor for falling short of Shakespeare, but Mr 
Updike is asking for it with this project: a di- 
verting experiment that never quite rises 
above an able creative-writing exercise. 

s 





New fiction (2) 


New York 
navel-gazing 


Crry oF Gop. By E.L. Doctorow. Random 
House; 272 pages; $25 


HEN a big brass cross is stolen from St 

Timothy’s Episcopal Church in Man- 
hattan’s East Village and tums up later on the 
roof of the Synagogue for Evolutionary Juda- 
ism on the Upper West side, the Rev- 
erend Thomas Pemberton is inclined 
to see it as a sign. But, Pem wonders as 
he heads uptown in search of an- 
swers, does it signify a new and in- 
ventive chapter in the annals of New 
York crime; an angry protest on the 
part of the ultra-orthodox Jewish 
community, or a statement of old- 
fashioned anti-Semitism? He finds 
answers at the synagogue, but not the 
ones he was looking for. For, as events 
force him to turn inwards on his own 
soul, the priest realises that the jour- 
ney of the cross is a pointer to the di- 
rection in which he needs to travel in 
his quest for spiritual truth. 

Mr Doctorow’s latest tribute to 
the “City of God” borrows some of 
the documentary techniques he 
learnt from the film business during 
an earlier incarnation as a Hollywood 
scriptwriter. Rather than draw the 


4 


at = 


x Fy re 


reader into a conventional narrative, which 
Mr Doctorow, a teacher of creative writing at 
New York University, can do with almost in- 
dolent ease, we are offered a chorus of differ- 
ent voices, many of them disembodied. 

There are scientific “thought experi- 
ments”, the notes of a bird watcher, the aural 
history of a Holocaust survivor, the words of 
a crooner, the acts of vengeance of a retired 
(failed) journalist and a cacophony of other 
voices which drop in and out of the text 
seemingly at random. And the author is able 
to revisit both his real and his fictional pasts. 
These narrative strings and snippets of 
thought are presumably intended to pro- 
duce a varied tapestry depicting contempo- 
rary life in New York. Instead, while one can- 
not but admire Mr Doctorow’s stitches, you 
quickly begin to lose the thread. 

The issue at the heart of the book is 
whether conventional religion still has a part 
to play in the life and conscience of rational, 
modern America. The ethical principles of 
democracy seem an effective civil religion 
and with each scientific discovery, the tenets 
of faith become harder to accept intellec- 
tually. Pem, presumably a literary descen- 
dant of Martin Pemberton, Mr Doctorow’s 
civil war-era profiteering son ofa slave trader 
in a previous novel called “Waterworks”, 
finds it increasingly difficult to preach Chris- 
tian orthodoxy to his dwindling congrega- 
tion. The formalisation of Christianity 
strikes him as having been politically moti- 
vated; the gospels are just good stories; and 
the problem seems to him to have arisen 
when Christ was elevated from a prophet 
into a member of the family. As Pem 
searches for the truth, his mind turns 
increasingly towards Judaism. Not the or- 
thodox black-hat Judaism of the past, with 
its complicated rituals and segregating hab- 
its, but rather the questioning, ultra-liberal 
Judaism of Sarah Blumenthal and Joshua 
Gruen, the married couple of rabbis who run 
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the synagogue. As Sarah’s circumstances 
change, she offers Pem his chance of salva- 
tion: converting to Judaism. 

It is frustrating that Mr Doctorow has 
chosen not to tell a more formally conven- 
tional story, for he is a sublime master of that 
craft. The sections of the novel in which he 
recreates the tense, but vibrant atmosphere 
within the Nazi-run Lithuanian ghetto re- 
mind us of what Mr Doctorow is capable. 
For he has the God-given power, which he 
refers to in the novel, to draw the listener into 
astory from the very first sentence and spina 
tale which may change their lives. Sadly, he 
has chosen to ignore his gifts here. 

a 





New fiction (3) 
Life-shifting 


IN AMERICA. By Susan Sontag. Farrar, Straus 
and Giroux; 432 pages; $26. jonathan Cape; 
£16.99 


USAN SONTAG’S new novel weaves its 

way around two main themes, the nature 

of theatre and the nature of America, explor- 

ing the possibilities for self-creation af- 
forded both to actors and to immigrants. 

Based on a true story and set in the 1870s, 

the plot follows Maryna, the leading Polish 

actress of her day, as she decides to leave the 

Warsaw stage and seek a new life in the New 

World with her husband, son and a group of 

friends. Fired by idealism, their attempt to re- 

found Shakespeare’s mythical Arden in An- 
aheim, California, is doomed to failure. But 

Maryna, whois nothing if not tough, relearns 

her favourite roles in English and soon estab- 

lishes herself, with phenomenal ease, as 

America’s most celebrated leading lady, tri- 

umphantly touring the United States in a 

specially constructed railway carriage. 

The opening scene is beautifully done. 
Ms Sontag leads the reader into the 
buzz of a party in a 19th-century ho- 
tel. She scans the ladies and gentle- 
men, gradually giving them names 
and histories, scrutinising their ap- 
pearances for clues as to their person- 
alities, professions and mutual rela- 
tionships. Here is the writer's imag- 
ination at work, conjuring these 
people out of nowhere, free to make 
them anything she wants, and yet at 
the same time unaccountably drawn 
to this room, these people and un- 
able to imagine any others. 

From here, the novel opens out 
into a picaresque journey told in 
many voices—including those of Ma- 
ryna herself, her somewhat passive 
aristocratic husand, and her writer 
lover (the future author of the novel 
“Quo Vadis”) as well as that of Ms 
Sontag’s own omniscient narrator. 
Parts of the text are vividly descrip- 
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tive, offering a travelogue in both space and 
time which takes us from the steerage quar- 
ters of an Atlantic liner to the exotic heat of 
Panama, from adobe huts to stage sets softly 
glowing under gas footlights. Along the way, 
we meet a cast of colourful supporting char- 
acters: a feisty woman photographer in a 
stetson, a circus act, the man who killed 
Abraham Lincoln,even a cameo appearance 
by Henry James (his conversational style is 
brilliantly mimicked). 

At the centre of everything is Maryna. 
Like many of the great actresses of her per- 
iod, her early life—seduced at 14, touring the 
Polish provinces by 16—was hard. Her suf- 
ferings and ambition have not twisted her 
humanity as much as that of other fictional 
divas such as Daniel Deronda’s mother or 
Arkadina in Chekhov’s “The Seagull”, And 
yet her sheer capacity for survival—“to 
change one’s life: it’s as easy as taking off a 
glove”—-makes her seem lacking in some- 
thing, as if there is an emotional absence at 
her heart. She may tell the critics that she ex- 
periences a tragic character's feelings for real, 
but she admits to her lover that acting isn’t 
about sincerity. “I don’t mind being empty” 
is perhaps her most truthful self-analysis. 

Maryna’s success story is so dominant 
that the darker experiences of her friends 
and acolytes—one returns to Poland and 
commits suicide—are inevitably pushed to 
the margins. The resulting tone sometimes 
feels a little too much like an uncritical cele- 
bration of the adventure that is America. 
Nevertheless, the book is an exhilarating 
journey into the past, freighted with daz- 
zling detail, the product of an endlessly in- 
quisitive, historical imagination. 


New fiction (4) 
Pulling teeth 


Waite TeerH. By Zadie Smith. Hamish 
Hamilton; 462 pages; £12.99. To be published 
in America in May by Random House 


ADIE SMITH'S first novel is trium- 

phantly début de siècle. She can’t wait to 
be shot of the past. Tradition? Roots? Roots as 
in root canals? Half the “white teeth” of her 
title are loose anyway, metaphorically 
speaking: “something rotten, something de- 
generate, deep within the gums”. One of her 
main characters, a beautiful Jamaican sec- 
ond generation immigrant, has none. In a 
piece of symbolic timing, she breaks the top 
row in an accident at the very moment that 
she breaks faith with her Jehovah’s Witness 
upbringing. 

Ms Smith’s dentistry is, of course, the 
consequence of too much history. Her novel 
is full of it, of England’s imperial past come 
home to roost in the North London living 
rooms, the hairdressing salons and restau- 
rants of her Bangaladeshi, Anglo-Jamaican, 
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and English families. Samad Iqbal, science 
graduate and waiter at the Palace restaurant 
in Leicester Square, is the great-grandson of 
Mangal Pande, the man who fired the first 
shot in the Indian Mutiny in 1857; Clara 
Bowden, the toothless beauty, is the de- 
scendant of a certain Captain Durham, 
who loved and left her grandmother 
Ambrosia, the daughter of his Jamai- 
can landlady, and passed her on to 
arich tobacco planter, Sir Edmund 
Flecker Glenard. The story comes 
full circle with the London ciga- 
rette factory built by Sir 
Edmund, which later be- 
came the school attended 
by all the Bowden and Iq- 
bal children. Not to men- 
tion Joshua Chalfen, son of the English 
white middle-class Chalfens—-she a horti- 
culturalist and he a genetic scientist, but in 
fact third-generation Polish and German im- 
migrants, Chalfenowski. 

This all goes to demonstrate, of course, 
the colonial origins of modern multi-Britain. 
But the real spark of the book is not post-co- 
lonial, but post-post-colonial. The younger 
generation--which is where Ms Smith is— 
has had history; they couldn’t give an f-word 
for it, as they would say. Mention the Indian 
Mutiny and they roll their eyes. Ditto the sec- 
ond world war, fought in by Iqbal and his 
white mate Archie Jones, Clara’s hus- 
band—-a man who, having tried to be a war 
correspondent, then an Olympic cyclist, 
ended up folding leaflets for a living. Clara’s 
daughter, Irie, sums it up in a harangue 
about lucky people who don’t care “whe 
they are and who they should be, what they 
were and what they will be”; whocan “open 
a door and all they’ve got behind it is a bath- 
room or a lounge and not this endless maze 
and everybody’s old historical shit all over 
the place.” One can see her point. 

Samad Iqbal’s “historical shit”, for exam- 
ple, is a dream of religious heroism that tears 
his family apart: he secretly abducts one of 
his nine-year-old twin sons to be made a 
proper Muslim of in Bangladesh. On the 
other hand, life without historical shit is Ar- 
chie Jones, whose mind is the epitome of the 
empty room—trie’s lounge or bathroom. But 
Ms Smith twists her plot so subtly (impossi- 
ble to explain here) that it is precisely Ar- 
chie’s emptiness, his lack of rhyme or reason, 
his habit of making decisions by the flip of a 
coin, that carry the day. Meanwhile all Sa- 
mad Iqbal’s plans, loaded with theories anc 
reasons, backfire with precise and maxi- 
mum irony: the kidnapped boy develops 
into a joke Englishman, bow-tied, suave and 
religion-free, while his twin becomes the 
flipside parody of Iqbal by joining the 
Keepers of the Eternal and Victorious Islamic 
Nation—keEviIn: “we have an acronym 
problem”. 

This is a clever book and it is possible to 
talk about it in aclever way—to bring out the 











































































patterns, the play between design and ac 
dent, the ironic connections between f 
and science, the essentially anarchic and c 
medic structure of the thing. But lots of no 
els are clever, and what makes this one 
and original is the way the comedy fizzes up 
through the characters. Dickens, not Salman 
Rushdie, comes to mind, with all his theatri- 
cality and exuberance. Like him, Ms Smith 
has spotted the crazy logic of obsessed peo- 
ple: Samad Iqbal, for example, doggedly a 
guing at a primary school parent's evening 
against celebrating Harvest Festival ( ‘Tel 
where does it say, ‘Thou shalt take a'b 
fish fingers to an aged crone who liv 
Wembley’?’); Alsana, Samad’s wife, flit 
open her bare food cupboards wher 
comes home without a pay rise, tearin: 
her clothes and plonking them o 
kitchen table—clothes? she asks, edibl 
Joshua Chalfen, a converted green, breat 
ing fire and brandishing his imminent veg 
tarianism against his father’s science 
“That'll show em,” observes Irie; Irie’s grani 
mother who lives in daily expectation of th 
end of the world, and who keeps a:m 
wave and buckets of ice handy soas to avol 
beingspewed out, as it says in.“‘Revelatior 
for being neither cold nor hot, but luke 
After this, Archie’s banalities posse 
certain heroism: “He liked people to 
with things, Archie. He kind of fel 
should just live together, you know, in pea 
and harmony, or something’. “Like: it 
lump it, as the rhubarb said to the cust 
says Abdul-Mickey of the Arab café, O'Co 
nell’s, dishing up eggs, chips and beans—b 
no bacon. If the book has a moral, it is co! 
tained in that easy-going shrug. Irie Jones, 
the character who comes closest to Zai 
Smith, both of them a million miles from A 
chie and Abdul-Mickey, can scarcely do be 
ter. Faced with the disappointing prospe 
becoming a dentist she thinks of her fal 
“Can't be a war correspondent? Be a cycli 
Can't be a cyclist? Fold paper. Irie wasn’t so 
upset. She thought, right: dentistry. TIl be a 
dentist. Dentistry. Right”. Or so she sees it, lit- 
erary symbolism not being her speciality. 
S | 
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Philosophy of mathematics 


Pure and sweet 


URE mathematics is often characterised 
by its use of deduction: starting from ba- 
Sic assumptions known as axioms, results 
care proved purely by logical argument. 
_ Mathematicians at the beginning of the 20th 
“century were concerned to put their subject 
‘on a sure footing, and so attempted to con- 
-struct a collection of axioms from which the 
© whole of mathematics could be rigorously 
derived. These axioms were expressed in the 
language of set theory. Mathematicians in- 
terpreted numbers and other mathematical 





objects as sets and mathematical statements 


as statements about sets, Indeed, Georg Can- 
tor had claimed in 1884 that pure mathemat- 
ics “ig nothing other than pure set theory”. 

By the second half of the century, prob- 

lems with the project were emerging, and re- 

¿cent years have seen an explosion of philo- 
sophical debate, both on the significance 
‘and prospects of set theory and on the na- 
ture of mathematical objects and math- 
: ematical knowledge. 
The roots of modem set theory lie in 
-the work of Gottlob Frege, Bertrand Rus- 
sell and Georg Cantor. Frege’s attempts to 
formalise mathematical arguments led 
to modern mathematical logic. Frege 
“published his system in the two-vol- 
“ume “Grundgesetze”: the second 
volume was about to be pub- 
lished in 1902 when the young 
-Russell wrote to pointoutan in- 
~ consistency that is now known 
tas Russell’s Paradox. (One version concerns 
~ the set of all sets that do not belong to them- 
selves. Does this set belong to itself? Either 
answer leads to a contradiction.) Russell's 
own system, devised with Alfred North 
Whitehead, went to great lengths to avoid 
problems of this form. Their imposingly for- 
mal “Principia Mathematica”, published in 
three volumes in 1910-13, provides a theoreti- 
cally workable, although very unwieldy, 
foundation for mathematics. 

Set theory has proved an effective frame- 
+ work for mathematics, and most mathema- 
ticians now accept a standard set of axioms 
-known as Zermelo-Fraenkel set theory. 
However, unexpected problems arose by 
the middle of the century. Cantor had begun 
the study of infinite sets in the 1870s, de- 
-veloping the theory of transfinite arithmetic 
and proving that there are infinite sets of 
many different sizes. In 1873, he showed that 
«the set of real numbers is strictly larger than 
the set of rational numbers, and subse- 
quently formulated the Continuum Hy- 
pothesis, which asserts that there are no infi- 
nite sets of intermediate size. 

Attempts to prove this failed, and it was 
not until the work of Kurt Gédel in the 1930s 
and Paul Cohen in the 1960s that the truth 
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~ emerged: the Continuum Hypothesis can- 


not be resolved from the other axioms of Zer- 
melo-Fraenkel set theory. Indeed, it is possi- 
ble to choose either to accept or to reject it 
without creating mathematical inconsis- 
tency. The Continuum Hypothesis is, there- 
fore, said to be an independent statement. 
Many other important mathematical state- 
ments are independent, which raises signifi- 
cant problems for set theory. Should math- 
ematicians assign independent statements a 
truth value, and if so, how are they to know 
whether they are true or false? Or should 
mathematicians accept a plurality of math- 
ematical universes? Can mathematics really 
be reduced to set theory after all? 

Questions such as these have provoked 
significant argument in both mathematics 
and philosophy in the last 50 years. One fam- 
ily of responses is provided by realism. 
Many philosophers and most mathema- 
ticians subscribe to some form of realism: 















mathematical objects really exist and math- 
ematical statements are true independently 
of us. Some realists would argue that set the- 
ory describes a mathematical reality in 
which the Continuum Hypothesis is either 
true or false. Adding an appropriate axiom 
gives a more complete description of that 
mathematical reality. But then how do we 
discover mathematical truths? If mathemat- 
ical objects exist, they must be abstract and 
neither physical nor temporal. Godel sug- 
gested that one has access to mathematical 
objects through a form of mathematical in- 
tuition that is analogous to our perception of 
the physical world; it is no surprise that most 





NATURALISM IN MATHEMATICS. By Pe- 
nelope Maddy. Clarendon Press; 264 
pages; $35 and £32.50. 

A Susject Wire No OBJECT: STRATE- 
GIES FOR NOMINALISTIC INTERPRETA- 
TION OF MATHEMATICS. By John P. Bur- 
gess and Gideon Rosen. Clarendon 

| Press; 272 pages; $48 and £30. 

PHILOSOPHY OF MATHEMATICS: 
STRUCTURE AND ONTOLOGY. By Stew- 
art Shapiro. our; 290 pages; £40. To be 
published in America next month by 
our; $19.95 

















philosophers have found this unconvincing. 

A different variety of realism, strongly 
influenced by the work of W.V. Quine, starts 
from a theory known as scientific natural- 
ism. On this account, science is a self-con- 
tained method of inquiry into the world that 
is not answerable to external philosophical 
questions. Scientific methods are funda- 
mental, and explain both what exists and 
how our senses inform us about the world. 
Mathematics is just a part of science and has 
no special status as an independent disci- 
pline. The realist case for mathematics lies in 
its indispensability for science: scientific the- 
ories are expressed in mathematical lan- 
guage and therefore commit us to the exis- 
tence of mathematical objects. The success 
of scientific hypotheses lends support both 
to scientific theories and to the mathematics 
they use. The trouble with this approach is 
that it provides a poor description of what 
mathematicians actually do. Although 
mathematics is invaluable to science, math- 
ematicians do not look to experimental evi- 
dence for justification. Furthermore, the Qui- 
nean realist accepts only the parts of 
mathematics that are currently used in sci- 
entific theories, which leaves much of mod- 
ern mathematics out in the cold. 

These difficulties are addressed in 
“Naturalism in Mathematics”, an excel- 
lent book by Penelope Maddy, who 

adopts a position she calls math- 
ematical realism. She argues that 
mathematics is a distinctive enter- 
prise with its own methods and 
that, like science, it should be 
understood on its own terms. 
For example, a problem such 
as the Continuum Hypothesis should be set- 
tled by the mathematical community, after 
examining its mathematical consequences. 
The philosopher's task is not to provide ex- 
ternal criticism, but rather to clarify debates 
in this so-called mathematical community. 
And Ms Maddy makes some fascinating 
(and very technical) steps in this direction. 

But realism about mathematics has been 
under attack in recent years. Anti-realists 
have deployed a variety of stratagems to un- 
dermine realism, for instance arguing that 
mathematics is a useful fiction or that it is a 
purely hypothetical account of ways in 
which mathematical objects could in princi- 
ple relate to each other. 

An important variety of anti-realism is 
nominalism, which is surveyed in “A Sub- 
ject With No Object: Strategies for Nominal- 
istic Interpretation of Mathematics”, an im- 
portant book by John Burgess and Gideon 
Rosen. Nominalism rejects altogether the ex- 
istence of abstract objects such as numbers, 
sets and functions. Since nominalists do not 
reject modern mathematics, the challenge is 
to reinterpret mathematics, or more ambi- 
tiously to rewrite it, so as to explain how it 
can function without mathematical objects. 
For instance, Hartry Field, another phi- 
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losopher, argues t thatalthough mathematics 
is very useful, itis possible tocarry on science 
without itor at least without the math- 
ematical objects, notably numbers most 
working mathematicians take themselves to 
be dealing with. To this end, he has made re- 
markable progress in giving an account of 
classical phys erms of concrete points 
and regions „restating analytic theo- 
riesinsynthet " 
Adi 

is provided by Ste 













yective on these debates 

art Shapiro, whose in- 
sightful “Philosophy of Mathematics: Struc- 
ture and Ontology” gives an account of a 
family of philosophical positions or meth- 
ods known as PORNE which can be 
compatible both with realism and anti-real- 
ism. Broadly speaking, structuralists shift the 
focus from specific objects to the systems to 
which they belong. 

For instance, we can talk about the rela- 
tionship between the president and the at- 
torney-general without mentioning Bill 
Clinton or Janet Reno: the American govern- 
ment has a structure independent of the 
people in office. Similarly, we can talk about 
mathematical structures (such as arithmetic) 
without saying anything about mathemati- 
cal objects, referring for instance to “the 2- 
position” rather than “the number 2”. 

But what are mathematical structures? 
On one view, a structure such as arithmetic 
exists even if numbers do not: there is a 2-po- 
sition, even if there is no number 2 to fill it. 

h An alternative is to see structures as general- 
isations about systems, so arithmetic is vacu- 
ous if the natural numbers do not exist. This 
is “structuralism without structures”. A third 
position takes structures to be generalisa- 
tions about systems that could in principle 
exist. Mr Shapiro argues that the first posi- 
tion provides the “most perspicuous ac- 
count of contemporary mathematics”, and 
looks at possible generalisations of his argu- 
ments beyond the philosophy of mathe- 
matics. 

As these fascinating books show, philo- 
sophical debates about the nature and direc- 
tion of mathematics are fierce, with influen- 
tial advocates adopting a wide variety of 
positions. As yet, agreement is still far off. 


American courts 


Bum rush 


No EQuat Justice: RACE AND CLASS IN 
THE AMERICAN CRIMINAL JUSTICE SYSTEM. 
By David Cole. The New Press; 224 pages; $25 


HE police stop you regularly for no rea- 
„$on at all, demanding to know who you 
are and where you are going. They often 
search your car or belongings. As a matter of 
policy, they consider your ethnic group 
more prone to criminality, and they target 
anyone that looks like you for frequent ques- 
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tioning. If accused of a crime, you know that 
the lawyer who is supposed to represent you 
will only be able to spare you a few minutes, 
and that he will probably try to persuade 
you to plead guilty. If you insist on your in- 
nocence, you will sit in jail for months, and 
then have a quick trial before a jury from 
which all members of your ethnic group will 
probably have been carefully excluded. 

In any case, the statistics are against you, 
especially if you are a young man. The rate of 
imprisonment for your ethnic group is seven 
times that of the general population, most of 
whom agree with the police that your kind 
are inclined to violence and crime. People 
like you are arrested, convicted and killed by 
the police more often than those in the gen- 
eral population. One in three men from your 
group between the ages of 20 and 29 is in pri- 
son or on parole or probation. For every uni- 
versity graduate, 100 are arrested. You are not 
living in some totalitarian hell. You are a 
black person living in the United States, the 
land of the free and the home of the brave. 

David Cole has written a deeply disturb- 
ingand provocative book. A professor of law 
at Georgetown University, he marshals 
plenty of evidence that America’s criminal 
justice system is racially biased. And yet 
many others have done that before him. 
What makes his book so unsettling—and 
should make it essential reading not just for 
legal specialists, but a wider public as 
well—is his argument that it is only by deny- 
ing basic rights to poor and black Americans 
that the more prosperous white minority 
can itself enjoy the constitutional protec- 
tions of which Americans are so proud. 

Certainly America is not the only coun- 
try whose system of criminal justice is 
marred by racial or economic biases. But the 
United States is supposed to be different. It is 
a society founded on the idea of equality be- 
fore the law, where such idealism has always 
been taken seriously and comprised a cen- 
tral part of its self-image. That is why most 
Americans will hate this book. In a careful 
explication of Supreme Court judgments 
and a description of how the criminal justice 
system actually works, Mr Cole makes a per- 
suasive case that on the streets or in the na- 
tion’s police stations and courtrooms, con- 
stitutional protections so cherished by the 


























majority barely exist for most poor or b 
Americans. 


Court has grandly defended the princ 
arace-and income-neutral system of justi 
Every defendant, including the indigent, 
entitled toa competent lawyer, the courth; 
said. The exclusion of jurors.on, racial 
grounds is forbidden. The police cannot use 
race as acriteria for stopping, investigatin: 
prosecuting someone. Race-based sent 
ingis, of course, totally unacceptable. Butina 
series of decisions the court has also made it _ 
virtually impossible to prove the existence of 
such practices on appeal, and so they pe 
meate the criminal justice system. f 
For example, the court has accepted th 
the death penalty is applied in a racist fi 
ion (blacks who kill whites receiveit farm 
frequently than anyone who kills a black 
But it has demanded that racial bias be } 
ven in each individual case, something that 
is almost always impossible given | 
ue and juries rarely express such biases 
overtly. The exclusion of blacks from juries is 
a recognised practice of prosecutors across: 
the country. And yet the court has stead- 
fastly upheld prosecutors’ right to reject ju- 
rors without giving any reason for doing so, 
virtually endorsing the practice. The court 
has set the standard for competent defence 
anne solow thateven lawyers whoha 
fallen asleep during death-penalty. trials 
have qualified, and the court has done'n 
ing about the financial strangulation of p 
lic-defender programmes, denying most of 
those accused of a crime’a proper leg 
defence. ‘ 
Police regularly sweep. through 
neighbourhoods stopping and search 
whomever they like. Yet the court has repeat- 
edly refused to require the police to advise 
people that, according to the Fourth Amen: 
ment to the constitution, everyone has 
right to refuse a search unless the police have 
a warrant or have arrested them for acrime. 
So most poor people, intimidated and wary 
of the police, believe they have nochoice but 
to submit. The court has allowed policé:so 
much discretion in deciding whom to stòp 
and search that most African-Americans are 
wearily familiar with the practice of being 
stopped for “driving while black”, an offence 
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unaware. 
Mr Cole points out that most white peo- 
ple, especially the better-off, are simply not 
treated this way by the police. If they were, 
there would be a public outcry. It is impossi- 
“ble to imagine the majority ever tolerating 
the statistics being reversed—the incarcera- 


_ tion rate for whites being seven times that of 


blacks, for example. Mr Cole concedes that it 
is probably impossible ever to eradicate 
completely the advantages the economically 
better-off enjoy before the law. And given 
the number of blacks in jail, he admits, racial 
profiling can seem like a rational strategy for 
© the police. 
But he also makes two powerful points, 
First, such discrimination is itself pushing 
“many young black men towards crime and 
has seriously alienated the black commu- 
nity. After all, the vast majority of black peo- 
ple stopped by the police are innocent of any 
crime. Second, the better-off majority can 
-only enjoy sweeping constitutional rights 
because these are denied to the poor and 
black minority. If everyone had the same 
level of legal protection against search and 
seizure, the police would probably find itim- 
possible to do their job. Nevertheless, if the 
United States is ever to live up to its noble 
ideals, it must find an answer to both these 
dilemmas. But first it must recognise the 
scale of the problem. The place to start is with 
this shocking, and necessary, book. 
Bai inne ipa eet NERA SE renee | 


_ American government 


Need less 


How TO OVERTHROW THE GOVERNMENT. 
By Arianna Huffington. HarperCollins; 224 
pages; $23. 

GOVERNMENT'S END. By Jonathan Rauch. 
Public Affairs; 295 pages; $12. Distributed by 
Plymbridge; £8.50 


MERICANS find it hard torubalong with 
their rulers. The present system of gov- 
ernment, democratic as it seems, is no excep- 
tion. The sheer size of government, its inertia, 
its capture by lobbyists, its narcissistic love of 
polling and soft money, are constantly un- 
der attack. These two books, one new, one re- 
written in the light of the failed Ging- 
richian revolution of the mid-1990s, 
leap to the barricades again. 

Their approach could hardly be 
more different. Arianna Huffington, 
na provocative columnist best 
known as the ex-wife of a very big- 
spending congressman, has written 
a book of invective. Everything 
about the American system is intol- 
erable, and each unsavoury nugget 
presses fast on the last: campaign 
spending, child poverty, Chinese 
spies, the salacious press, the war on 
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of which white Americans are blissfully 





drugs, and senators’ immunity from tickets 


“for bad driving. Politicians care only for 


themselves, and the public is constantly 
gulled by pollsters and spin-doctors. “Our 
government is no longer serving us,” she 
cries; itis time (in that age-old cliché of presi- 
dential candidates) for Americans to “take 
back their country”. 

Jonathan Rauch has surveyed the same 
landscape but, mercifully, with wiser eyes. 
As a political writer and columnist for the 
National.Journal (as well as a contributor to 
The Economist), he has made a career out of 
asking why government doesn’t work, and 
has found it is often not for the reasons 
Americans suppose. Most politicians, he 
thinks, are dedicated and hard-working, and 
certainly'no more corrupt as a group now 
than they have been in the past. It is not true 
that fat cats control the political process, nor 
even that government fails because there is 
too much money washing around at elec- 
tion time. As he constantly points out, gov- 
ernmentisnot bad in itself; it does what soci- 
ety wants. But there, precisely, is the 
problem: the insatiable appetite of Ameri- 
cans for what they perceive as their fair, and 
legislatively allotted, share of the pie. 

More than 20,000 associations are now 
lobbying hard in Washington. Mr Rauch 
casts a tolerant eye even on these “viruses”, 
as Mrs Huffington calls them: every lobbyist 
can present himself as a public servant, and 
every lobbying group as a collective organ- 
ised (openly and above board) for the greater 
public good. To redistribute the national pie 
in more equitable ways is not a bad aim. But 
when members of every group press for 
their share, and none will relinquish any of 
what it has already, it is a recipe for a gargan- 
tuan government in which nothing can 
move, nothing can be cut down and, most 
worryingly, nothing new can grow. Both Mr 
Rauch and Mrs Huffington use the analogy 
of an old-growth forest starved of oxygen in 
which only the termite-lobbyists, parasites 
on the system, can burrow away to any 
serious effect. 

The question, then, is whether this can 
change. Mrs Huffington saysitcan and must; 
what is needed is inspiring political leaders, 
motivated citizens who volunteer their time 
to help others, politicians who forgo soft 
money in favour of public financing of cam- 












paigns,and a press that accentuates the posi- 
tive. She suggests that the rich should tithe 
their incomes and their campaign contribu- 
tions, with the money to go to private non- 
profit outfits helping the poor, and she pro- 
vides a list of associations for readers to call 
right away, while they feel fired up. 

Mr Rauch is less sanguine. He, too, ap- 
proves of public financing in campaigns and 
agrees that problems should be solved lo- 
cally where possible, bypassing the great 
morass in Washington. But when it comes to 
the morass itself, he cannot help. He thinks 
that the overall scope and shape of Amer- 
ica’s government is “no longer negotiable”; it 
has reached stasis, where government can- 
not do much more but also cannot do much 
less. This is what he means by “government's 
end”. And much as he talks of it in typically 
upbeat terms, suggesting that this is merely 
an evolutionary process about which it is 
possible to be “resolute” and “cheerful”, the 
prognosis is depressing. 

Nor does he entirely believe it. Like Mrs 
Huffington, he thinks charismatic leaders, or 
simply skilful ones, can still make a differ- 
ence. The tax reform package of 1986, he re- 
members, came about because the interests 
of two competing groups-—-Democrats wish- 
ing to close loopholes, Republicans wishing 
to lower tax rates—could be played off 
against each other. In his pages on the Ging- 
richian revolution, he gives Newt Gingrich 
credit for mobilising his troops to achieve, 
for a while, real change (including reform of 
two sacred cows, welfare and farm subsi- 
dies), before he began to hit the usual brick 
wall ofentrenched special interests. 

Mrs Huffington, herself once a great 
Gingrich fan, now considers him just one 
more self-serving politician. She will not give 
him the time of day. Her new white knight, 
reading between the lines, appears to be Sen- 
ator John McCain, the Republican presiden- 
tial hopeful. If she were to read Mr Rauch’s 
book, however, she would realise that Mr 
McCain’s fate, if he comes in as a red- 
blooded reformer, is likely to be just the 
same. It is not a matter, as she suggests at one 
point, of stiffening spines by handing to 
presidential candidates a bracelet inscribed 
“What Would Lincoln Do?”. Lincoln could 
do all sorts of things, as indeed could Frank- 
lin Roosevelt; in their day, the ship of state 
was not encumbered by the psy- 
chology of “entitlement”. Given the 
craft as she sits now, heavy in the 
water and barely moving, the best 
Americans can do is train them- 
selves to demand as little from gov- 
ernment as possible. And that is the 
hardest reform of all. 

ANN WROE 


Our policy is to identify the reviewer of any 
book by or about someone closely connected 
with The Economist 
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‘Wounds of war 















ARGUMENT WITHOUT END: IN SEARCH OF 

ANSWERS TO THE VIETNAM TRAGEDY. By 

| Robert McNamara, Thomas Biersteker, 
James Blight and Robert Brigham. Public. Af- 

fairs; 479 pages; $27.50. Distributed in the uk 
y Perseus; £21.50 





N1995, Robert McNamara put into book- 
| form a self-critical view of the Vietnam 
| war that he had held and had shared 
i widely for years. “We were wrong, terribly 
| wrong,” wrote the man who was secretary 
| ofdefence in 1961-68, the years of American 
| engagement and escalation. A turncoat to 
| the hawks and latecomer for the doves, Mr 
| McNamara has pursued a lonely journey 
| to the sources of the error, hoping for les- 
| sons for the future. “Argument Without 

End” is part of that search, but too odd 
| really to be more than marginally useful. 
| At Mr McNamara’s urging, American 
| and Vietnamese scholars and ex-officials 
` met in 1995-98 to discuss the war and the 
side-by-side efforts to end it. Nobody from 
what was once the Republic of Vietnam 
(South Vietnam) was present. The resulting 
book contains highlights of the two main 
meetings in Hanoi, a rough narrative of the 
war and negotiations as seen from each 
side, and reflections on the different out- 
| looks in Washington and Hanoi. 
Mr McNamara was trusting to think 
| that officials ofa one-party state would en- 
gage in candid discussions for publication 
| by former adversaries. The idea that there 
was real hope of a neutral and indepen- 
dent South Vietnam gets little support 
| from this strange, wishful volume. 
— 
CHOOSING War: THE Lost CHANCE FOR 
| PEACE AND THE ESCALATION OF WAR IN 
VIETNAM. By Fredrik Logevall. University of 
California Press; 529 pages; $35 and £21.95 


ROFESSOR Logevall of the University 
| of California also believes more talk 
was the answer. He has delved hard in the 
archives of each side’s allies—in London, 
Paris and Ottawa, as well asin Moscow and 
Beijing—-and unearthed chances for peace, 
as he sees them, in 1963-65, a period which 
| ended with America’s decision to inter- 
| vene in strength. American leaders turned 
| those chances down, he thinks, for fear of 
| losing face—not America’s in the world, 
| but their own and their party’s. 











Having mislocated their concern, he 
seeks to prove it groundless by arguing that 
there was no danger of a McCarthyite 

acklash in the America of the early 1960s. 
| sin F. Kennedy or Lyndon Johnson could 


Vietnam stills divides America, even into a new century 
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have made peace, he suggests, without risk: 
athome. Though well-researched, “Choos- 
ing Well” shows the perils of trying to un=: 
“derstand at four decades’ distance and _ 
-nient variable. 


from the documents alone what moved a 


group of men who were recognised: even: 
-1972 after the North’s stalled Easter offen- 
sive would have silenced anti-wa feeling 
A BETTER WAR: THE UNEXAMINED VICTO= | 
RIES AND FINAL TRAGEDY OF AMERICAS 
Last YEARS IN VIETNAM. By Lewis Sorley. 


by their critics as honorable and patriotic. . 


Harcourt Brace; 507 pages; $28 


vival of anon-communist south—were not 


achievable at acceptable cost. In settling for . 
this conclusion, historians end their story 





too soon, So believes Lewis Sorley, a third- 
generation West Pointer, former cra offi- 
cial and military historian. 

His argumentis roughly this.Soon after 
Creighton Abrams, a brilliant commander, 
had replaced the floundering William 
Westmoreland in early 1968, America’s mil- 
itary position in Vietnam dramatically im- 
proved. By 1972, the American side had vir- 
tually won. Yet America made peace 
instead and three years later Saigon fell. 
Had the bombing of the North and the 
equipping of the South continued, Amer- 
ica could have “finished the job” there and 
then. As it was, the Nixon administration 
wavered before anti-war feeling on the 
streets, in the media and in a Democratic 
Congress, ending any South Vietnamese 
hope of a non-Communist future. 

Mr Sorley, who has written a biogra- 
phy of Creighton Abrams, draws on thou- 
sands of hours of taped conversation with 


-son, for its impressive grasp of the shifting 


“their hands and extinguished t 


<o have survived without an open-ende 
OTH pro- and anti-war historians alike. 
widely believe that by 1968 America’s. 
immediate war aims—the extinction of the 
military threat from the north and the sur- 


America’s taxpayers? It is easy tok get the 


the general. His story is sobering and wel 
argued. It should be read, if for noother rea 




























military. balance. Yet like so much 
“what-if” history, it holds too many. othe: 
things constant while changing one conv 


"Js it certain that quick victory in, sa 


in America, left Russia and China sitti 
threat for good? Could Sou 
commitment from America’s. 


20,550 American soldiers died in Nixon's. 
first term. By January 1973, was he really so. 
wrong to conclude that standing honour- 
ably by a small South-East Asian ally wa 
in the end, doing more harm than good t 
America’s pre-eminence in the world? . 





VIETNAM: THE. NECESSARY. War, A R 
INTERPRETATION. OF AMERICA’S. MOST 
Disastrous Minitary Conrticr. By M 
chael Lind. Free Press; 320 pages; $25. Distri: 
buted by Pearson Education; £16.99 


N A brilliant, original and, to. this 

viewer, infuriating book, Michael Lin 
argues that Vietnam was a necessary wa 
Johnson and his “‘best and brightest” wet 
eagle-eyed, he thinks, in their recognition 
that American credibility was at stake i 
Vietnam. Mr Lind both agrees and diş- 
agrees with. Mr Sorley. He dismisses the- 
idea that America could have won a mili- 
tary knock-out with more bombing or by 
an invasion of the North as a “praetorian” 
fantasy that ignores the real risk of wa 
with Russia or China. Yet he blames Pres: 
dent Johnson for leaving tactical conduct 
to the incompetent General Westmore- 
land. Vietnam, Mr Lind writes, was “worth 
a war, but only a limited war’. It shoul 
have tried to defend the | 
tions, not all of South Vietnam, reduced its 
casualties and settled in for the long hall. 
America’s mistake, in other words, was to 
fight the wrong sort of limited war. 
Mr Lind mis-states or ignores'some in- 
convenient facts, More seriously, he makes 
the credibility of a great power toomucha 
matter of black and white. He underplays. 
the humiliation the Soviet Union suffered. 
by its retreat in the Cuban missile crisi 
treating itas an American defeat~an inte 
pretation not shared in the Kremlin, Wash- 
ington, or elsewhere. Yet Mr Lind, for all 
that, has produced a provocative and © 
thoughtful book. 




































-Cold-war politics 


Marathon man 


Joser MCCARTHY: Re-EXAMINING THE 
LIFE AND LEGACY OF AMERICA’S Most 
© Haten Senator. By Arthur Herman. Free 
Press; 416 pages; $26. To be published in the ux 
in April by Simon & Schuster; £17.99 


T WAS as long ago as 1978 that Allen Wein- 
‘A stein published the first edition of “Per- 
jury”, his account of the Alger Hiss case. A 
prince of the American foreign-policy estab- 
_ lishment, Hiss was a senior State Depart- 
ment official, a protégé of Dean Acheson, 
one of the creators of the United Nations and 
the president of the Carnegie Endowment 
for International Peace. 

Hiss was accused by Whitaker Cham- 
bers, a former communist, of having be- 
` Jonged to a Soviet espionage network. He de- 
nied it, sued in defamation, and was 
convicted of perjury. Millions of American 
liberals believed he was innocent until 
“Weinstein published his book. Weinstein 
began his task in the belief that Hiss was in- 
nocent, but ended up convinced of his guilt. 
Only years later, with the deciphering and 
publication of the Venona papers and tran- 
scripts of intercepts of radio traffic between 
American spies and their Russian control- 
lers, did it become clear that not only Hiss 
but others, such as Julius Rosenberg, whose 
innocence was long proclaimed by Ameri- 
can liberals, were indeed spies. 

For a full decade, from the end of the sec- 
ond world war to the fall of Senator Joe Mc- 
Carthy, who was censured by the Senate in 
1954, American society was convulsed by 
charge and counter-charge about commu- 
nist subversion and espionage in govern- 
ment, in Hollywood, in labour unions and 
universities. Liberals believed that conserva- 
tives, Joe McCarthy at their head, had 
created a near-fascist reign of terror, deliber- 
ately tarring liberals with guilt by association 
with communism. Conservatives ‘believed 
_ that liberals had wilfully ignored solid evi- 
dence of spying and disloyalty. Venona, at 
least on the face of things, seems to have 
found for the conservatives—though it can 
also be argued that if the Truman Adminis- 
tration had come clean about what the Ve- 
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¿nona transcripts revealed; 
conservatives would have 
been denied the issue. 

Even since Venona, 
though, Americans in gen- 
eral have found it easier to 
believe that Hiss and the Ro- 
senbergs and their kind were 
guilty, than to rehabilitate 
Joe McCarthy, a bullying 
drunk with no social graces. 
True, outspoken conserva- 
tives like William Buckley 
and his brother-in-law, Brent Bozell, had 
published a defence of McCarthy as early as 
1954. Even earlier, in 1952, the future “neo- 
conservative”, Irving Kristol, wrote that at 
least the American people knew McCarthy 
was “unequivocally anticommunist. About 
the spokesmen for American liberalism, 
they feel they know no such thing.” 

It was perhaps inevitable that someone 
would get around to trying to rehabilitate 
McCarthy, and now comes Arthur Herman 
to make the case. His defence is argued along 
three lines. There is the class case. McCarthy, 
Mr Herman says, articulated the outrage of 
the common man, especially the Irish Cath- 
olic working class, at the treason of the intel- 
lectuals. There is an uncomfortable whiff of 
special pleading about this argument. Amer- 
ican conservatives have suggested for years 
that liberalism was the credo of the effete 
coupon-clipping upper class, conservatism 
the belief system of the horny-handed sons 
of toil. You have only to ask yourself what 
proportion of the American upper class 
were liberals, how many factory workers 
were conservative in the 1950s, to see the fra- 
gility of the argument. 

McCarthy, secondly, according to Mr 
Herman, got a bum rap. There is some truth 
in this, but not much. No one has ever been 
able to sort out the numbers of communists 
McCarthy claimed to have found in the State 
Department, but it is certain that he exagger- 
ated wildly. However clumsy George Catlett 
Marshall, the greatest single American hero 
of the second world war, might have been in 
his dealings with China, to portray him as a 
crypto-communist was political suicide. 

Heaven alone knows why McCarthy in 
effect handed over the conduct of his inves- 
tigations to the epicene Roy Cohn and so be- 
came a hostage to Cohn’s desire to protect 
his buddy and possibly lover, David Schine, 
from the rigours of military service. The least 
that can be said is that it was not a smart 
move. McCarthy, in Mr Herman’s opinion, 
was a serious conservative before his time. 
Again, there is just a smattering of truth in 
that contention, but not enough to butter a 
dish of parsnips. 

Perhaps Mr Hermans strongest point is 
that after all the suffering of the liberals un- 
der anti-communist persecution was not 
that terrible. America remained a fair soci- 
ety, under the rule of law. Only the Rosen- 





bergs died, at a time when Stalin. and his suc- 
cessors were murdering millions. Lost jobs 
can hardly be weighed inthe same scales. 
The most interesting thing about Joe Mc- 
Carthy is how popular his brand of “two- 
fisted fighting Irishman” class aggression 
was for a generation that had grown up with 
the Depression, unemployment and real de- 
privation. (McCarthy was surely the last ma- 
jor American politician literally to grow up 
in a log cabin.) To see Dean Acheson, secre- 
tary of state, as a communist was ridiculous. 
To be annoyed by a certain smugness, a 
Gladstonian suggestion that the Almighty, 
an Episcopalian Almighty at that, had put 
the ace of spades up Acheson’s sleeve, was 
more understandable. It was class, not ideol- 
ogy, that drove the farmer's son from Apple- 
ton, Wisconsin, to his self-destructive parox- 
ysms of denunciation and whiskey; class, 
not ideology, that made him for a few years 
the most feared, as well as the most hated 
man in Washington. 
atte ictal cate niin tat ald Sie m 





War heroes 


Never forgotten 


A QUIET AMERICAN: THE SECRET WAR OF 
VARIAN Fry. By Andy Marino. St Martin’s 
Press; 403 pages; $26.95 


N AUGUST 1940, a young, Harvard- 

educated American journalist arrived in 
Marseilles “to rescue whatis left of European 
culture before it is too late.” He meant peo- 
ple, not works of art. America had not yeten- 
tered the war and he got little thanks for his 
action, least of all from the State Department. 
Yet, as this gripping and long overdue biogra- 
phy shows, at least 1,500 leading figures of 
the day owe him their lives. 

When war broke out in 1939, Fry and a 
few others in America realised that the fall of 
France would close the exit door for Europe’s 
countless refugees, who included promi- 
nent artists, writers, scientists, intellectuals 
and politicians. The news brought by those 
who had made it across the Atlantic, such as 
Thomas Mann, Jules Romains and Jacques 
Maritain, heightened the sense of impending 
cultural doom. Appeals by European celeb- 
rities and fund-raising lunches provided a 
mission and the cash for what became the 
Emergency Rescue Committee. Eleanor 
Roosevelt bullied her husband into au- 
thorising visas; otherwise, she warned, a ship 
packed with “endangered refugees will 
cruise up and down the East Coast until the 
American people, out of shame and anger, 
force the president and Congress to permit 
these victims of political persecution to 
land.” A list of some 200 people was drawn 
up and Fry was sent to find them. 

Most of them were also on a rival list, cir- 
culated to the Gestapo by the Kundt Com- 
mission, which was in charge of the Reich’s 
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cultural “cleansing” policy. Some were in 
French detention camps; others were on the 
runorin hiding. A number of people helped 
Fry, including Jean Giono and Gaston Def- 
ferre, later mayor of Marseilles and Francois 
Mitterrand’s interior minister. The news got 
round and refugees who were not on his list 
crowded at Fry's door. It was not long before 
he and his staff “began to think of ae 
selves as ‘doctors during an earthquake’ ”, 
feeling of helplessness shared by mea 
humanitarian quangos. 
- Officially, Fry was in France to get medi- 
e cine and food to internees of its 120 or so de- 
~ tention camps. Most of the time, oe he 
- was working on ways of getting people out of 
‘France. Escape routes into Spain were 
“opened up from the coastal village of Ban- 
yuls, south of Perpignan: wearing tattered 
dungarees and espadrilles, refugees joined 
the workers who set out at dawn for the vine- 
yards, climbing on towards the crags beyond 
that mark the border. One such party in- 
cluded Gustav Mahlers widow, Alma, 
Thomas Mann’s son, Golo, and his brother, 
Heinrich. Once in Spain, they travelled to 
Lisbon and caught a ship to America. 

The list of those Fry helped reads like a 
“Who's Who” of 2oth-century culture: they 
included Hannah Arendt, Marc Chagall, the 
squabbling trio of Surrealists made up by 
Max Ernst, André Breton and André Masson, 
and hundreds more. Some were unlucky: the 
philosopher Walter Benjamin died shortly 
after reaching Spain, clutching a manuscript 
that he wanted to save from the Gestapo. It 
was never found. They were not an easy lot. 
Alma Mahler insisted on taking all her lug- 
gage, which Fry sent into Spain by train: itin- 
cluded holograph music scores by her hus- 
band. On arrival in New York, Lion 
Feuchtwanger, a German writer, incau- 
tiously described his escape route to the 
press. One couple was arrested in Madrid: 
they had stopped to visit the Prado. 

Dogged by the Vichy police, Fry was 
cold-shouldered by American embassy and 
consular staff who, except for the consul in 
Marseilles, were hostile and anti-Semitic. 
The Marseilles underground proved more 
cooperative, especially the Corsican mafia, 
which gave him francs in return for transfers 
of dollars into its American accounts. 

Barely a year after his arrival, Fry was de- 
tained and deported. The exit point was Ban- 
yuls, the village through which so many 
refugees had left. It was hard to adjust after 
that. His marriage foundered and he found 
little satisfaction in the various jobs he took 
on, from journalism to teaching and produc- 
ing documentary films. Few of those he had 
helped remembered him, except André Mal- 
raux, who, as France’s culture minister, 

- awarded him the Grande Croix de la Légion 
d'Honneur in 1967. Four months later, Fry 
was dead. In 1996, a tree was planted in his 
memory on the Avenue of the Righteous 
Gentiles, where those who helped Jews at 
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great peril to themselves are honoured in Je- 
rusalem. This biography pays tribute to his 
bravery and his contribution to the lasting 
cultural shift from Europe to America that 
resulted from this unprecedented exodus. 


Mass Observation 


Man alive 


THe Most OFFENDING Sout ALive: TOM 
HARRISSON AND His REMARKABLE Lire, By 
Judith M Heimann. University of Hawaii; 
464 pages; $54. Curzon; £35 


IONEERS may be vital to human pro- 

gress, but they are also troublesome. 
Vested interests, acknowledged authorities, 
fearful colleagues, vulnerable followers and 
families are their natural victims, for it takes 
single-mindedness, arrogance and ruthless- 
ness to blaze an unknown trail. 

This absorbing biography of a restless 
British polymath has done justice to Tom 
Harrisson, who had as many qualities as de- 
fects. As one colleague put it crossly, Harris- 
son loved to be at the centre of “a turmoil of 
activity”. A pioneering ornithologist, ethnog- 
rapher, sociologist, conservationist and mu- 
seum curator, he was also a successful ex- 
plorer, archaeologist, writer and film maker 
and he earned a nso leading a guerrilla army 
in Borneo who fought with blow-pipes and 
collected the heads of Japanese soldiers. But 
he was boastful, exploitative, lecherous, pug- 
nacious, drunken and bullying and a rotten 
son, brother, father and husband. 

Harrisson’s respect for the dignity and 
culture of the tribes among whom he lived in 
the South Pacific earned him their love and 
loyalty, just as his contempt for academics 
and those who questioned his methods 
brought him the enmity of formidable peo- 
ple who ultimately undermined his reputa- 
tion. An exuberant visionary, he was mainly 
driven by selfless motives. His insatiable in- 
terest in the flora, fauna and all the people of 
whatever country he happened to be in at 
the time, extended far beyond normal 
boundaries. When he set up and ran Mass 
Observation in Britain in the mid-1930s, Har- 
risson instructed his people-watchers to 
note, inter alia, anti-Semitism, conduct at 
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war memorials, the cult of the aspidistra, - 
beards, armpits and eyebrows, and femine 
taboos abouteating. 

Among Hartisson’s innumerable causes 
abroad were the rights of the indigenous 
peoples in Borneo and the South Pacific (in- 
cluding cannibals), endangered green sea 
turtles (many of whom spent their youth 
his bathroom) and the orangutan several 












































drunkenly “with, occasiona 
arm of an orangutan reaching outof the 
senger’s window”). But like most s 
ple, a hunger for fame and recognitio 
Harrisson too. (The title comes from “Hen: 

v”: “But if it be a sin to covet honour,/ I am 
the most offending soul alive”.) Much of th 
honour he deserved evaded him, partly 
through his own failings and the vengean 
of his enemies, and partly because the con 
plexities of his life would daunt most biogra 
phers. La Heimann has done her subie 
a signal service. 





INpIA’s NUCLEAR Boma. By George Perki 
ich. University of California Press; 673 pages 
$39.95 and £24.50 


HY do it at all? And why then? Thes 
two questions rattled the- outs 
world and even puzzled some Indians i 
May 1998 as their new Hindu-nationalist 
government unexpectedly detonated five 
nuclear devices under the Rajasthan desert. 
The world has since moved on to worry 
about more conventional sorts of crises, 
from Kosovo to Kashmir. But the questions 
about India’s nuclear ambitions still linger. 
George Perkovich’s meticulously 
searched and well-written. account of India 
decades-long quest for nuclear knowledge 
offers plenty of possible answers. Indie 
wanted status, respect for its technological 
prowess, security on the cheap and the spin 
off benefits, it hoped; of cheap nucl 
power. He traces the public and private de 
bates, which were consistently and woefully 
uninformed by any real knowledge of th 
true costs entailed, from before indepe 
dence in 1947 tothe series of blasts that shoo: 
the world over half a century later. Along the 
way he usefully explodes some of the myth: 
that outsiders cling to about India, and tha 
Indians cling to about themselves. 

One is that India was—still is—uniquel 
qualified to be a moral champion of disar- 
mament. As the book shows, even Nehru, © 
who claimed that India “won't develop 
bombs even if it has the capacity to do so”, 
acquiesced in the ambitions of a small group: 
of Indian scientists who, with or without po- 
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that. In that cause; over the years India suc- 
© cessfully manoeuvred to evade or dilute in- 
_ ternational controls that would have ham- 
pered its secret weapons development. That 
is One reason why international safeguards 
against nuclear proliferation were so weak 
- that Iraq was later able to run rings round 
them. India cloaked its ambitions for public 
_ Presentation as “peaceful”, but its scientists 
- knew better. The so-called “peaceful nuclear 
device” that exploded in 1974 gave India the 
basis to pursue a fully fledged weapons pro- 
gramme. The 1998 tests have since given nu- 
clear weapons an extended haif-life. 

A second myth is that the nuclear pro- 
© gramme was home-grown—enabling India 
© finally to throw off its post-colonial inferior- 
` ity complex. But the “Hindu” bomb (like Pak- 
istan’s answering “Islamic” one) has many 
flags plastered on it, including in the early 
years those of the United States, Canada and 
Britain. Mr Perkovich also offers reason to 
» doubt that the 1998 tests were as successful as 
< claimed—one reason perhaps why India has 
~ been reluctant to accept the Comprehensive 
Test-Ban Treaty (CTBT), 

Why go nuclear at all? The third myth, 

_. perpetuated self-servingly by the Hindu- 
| nationalist sje government, but also by 
` sọme anti-nuclear apologists for India 
. abroad, is that India somehow had no 
. choice, driven across the nuclear threshold 
more in sorrow than in anger by the refusal 
of others to disarm, and by India’s own secu- 
rity needs. Of course India had choices. Suc- 
cessive prime ministers had toyed with the 
nuclear option, only to discard it when the 
presumed benefits were weighed against the 
. very real post-nuclear dangers. India’s claim, 
© immediately after the 1998 tests, that China 
was the chief threat to its security because of 
a war fought 36 years earlier, underscored 
the emptiness of the pyr’s argument. Indeed, 
an honest defence review would have found 
» that going nuclear would drive up exponen- 
tially defence costs that India could ill afford, 
_ add to China’s incentive to modernise its ar- 
senal, and hand militarily weaker Pakistan 
the excuse to go for the “great equaliser” too. 

Nor did India gain the international sta- 
tus it craved. Its politicians sometimes 
mused that only a strong economy or the 
bomb could win India a Security Council 
seat. But going nuclear has damaged India’s 
chances of joining the Security Council, 
while underscoring its continued economic 
weaknesses. 

As to timing, Mr Perkovich explains how 
India was yanked across the nuclear thresh- 
‘old for crude party-political reasons. Having 
- had to moderate other bits of its Hindu- 
„nationalist agenda, the sje wanted some- 
thing that would appeal to Hindu pride and 
help weld its fissile multi-party coalition to- 
gether. The decision was taken by just a 
handful of pyr leaders—the rest of the gov- 
emment was not even consulted. 
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litical approval, were determined to do just 




















Yet, even as he punctures some of India’s 
self-delusions, Mr Perkovich is in danger of 
perpetuating another: that somehow a de- 
clared commitment to faster disarmament 
by other nuclear powers could have altered 
the pyp’s calculation. If nuclear disarmament 
is ever to come about it will not be by dec- 
laration, but by painstaking negotiation—- 
and a radical change in the way the world 
works. The previous government's demand, 
during the negotiations for a CTBT, for a 
“time-bound framework for nuclear disar- 
mament” was more timeless hypocrisy. No 
scientist working on India’s nuclear pro- 
gramme was under any illusion that bomb- 
making technology, once learned, could 
somehow be unlearned. 

So what does the bomb do for India? As 
Mr Perkovich points out, India has now bur- 
dened itself with costly weapons that will 
solve none of its diplomatic, political, secu- 
rity or economic problems. Put another way, 
rather than throwing off the last vestiges of 
colonialism, India has turned itself into one 
of the last colonies of the nuclear age. 
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Middle East 


Bloodied and 
bowed 


THe ARAB SHA: THE FORGOTTEN Mus- 
ums. By Graham E. Fuller and Rend Rahim 
Francke. St Martin’s Press; 290 pages; $45 


O MOST westerners, “Shia” means “ex- 

tremist” and Iranian. But before 1979, 
when Ayatollah Khomeini’s revolution 
turned Shias into bogeymen, the centre of 
Shia Islam had been Iraq, and its most prom- 
inent adherents Arab. The subsequent 
stereotyping and suspicion of Shias in gen- 


-eral has proved a disaster, both for western 





policy. makers and for the 13m Arabs who 
belong to the sect. It also prompted this sur- 
vey of the five mainstream Shia communi- 
ties in the Arab world, in the hopes of setting 
the record straight. 

The first Shias, of course, were Arabs, 
who split from the larger Sunni sect in the 
seventh century over the succession to the 
prophet Muhammad. Shia communities in 
Saudi Arabia, Kuwait, Bahrain and Iraq date 
from that time. By contrast, Shia Islam took 
hold in Iran almost 1,000 years later. But for 
all their historical pedigree, Shias have al- 
ways suffered at the hands of Sunni leaders, 
even in Iraq and Bahrain where they form 
the majority. Sunnis tend to look down on 
Shias as schismatics and even heretics, and 
Sunni governments often exclude them from 
plum jobs or deprive their areas of funding, 
Such discrimination prompted a surge in 
Shia militancy in the 1980s, in part inspired 
by the Iranian revolution. But most Arab 
Shias abandoned terrorist tactics in favour of 
more measured pressure for reform. 

Western governments, especially Amer- 
ica’s, do not seem to have noticed the sea- 
change in Shia attitudes over the past de- 
cade. So they held back from supporting the 
Shia uprising in Iraq at the end of the Gulf 
war for fear that Iran would dominate any 
Shia-led regime. Likewise, America backs the 
Bahraini government's suppression of its 
Shia citizens lest Iran, a few miles away 
across the Gulf, exert undue influence in the 
home of America’s Fifth Fleet. Saudi Arabia 
gets off most lightly of all, reducing the Shias 
to second-class citizens by law, without so 
much as a squeak from the United States. 

Despite this suppression, Shias have 
proved loyal and constructive subjects, Dur- 
ing the Iraqi occupation of Kuwait, the Shia 
quarter of the population accounted for as 
many as half the resistance fighters. Similarly 
in Iraq, the Shia conscripts who make up the 
bulk of the army saved the country from de- 
feat during the Iran-Iraq war. In both Kuwait 
and Lebanon, the only Arabcountries where 
Shias have a significant say in politics, they 
get less than their fair share of seats in parlia- 
ment. Messrs Fuller and Francke waste little 
time on history, even of the 1980s, and 
plunge straight into an assessment of the 
political circumstances and prospects of 
Shias in the countries they survey. All discus- 
sion of the future is couched in terms of op- 
tions and tactics, as if delivered from a situa- 
tion room in the Pentagon. Bullet points 
roam the text untamed. There are also errors: 
the authors do not seem to know, for exam- 
ple, that the Israeli-backed militia in south 
Lebanon is largely Shia, just like the Hizbol- 
lah guerrillas it confronts. But on the whole, 
“The Arab Shia” makes a clear and valuable 
point. If only the authors were in that situa- 
tion room at the Pentagon, America’s Middle 
East policy might be clearer than itis now. 
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3 Secret sodatles 
Band of 
brothers 


THE TEMPLARS. By Piers Paul Read. Weiden- 
feld & Nicolson; 350 pages; £20. 

THE FREEMASONS. By Jasper Ridley. Consta- 
Ha 340 pages: £20 


JERHAPS the word “fraternity” sounds 
A better in French where it comes with ega- 
-‘lité and liberté.In English it is ambiguous: the 
all-embracing idea of “brotherhood” shades 
“into the exclusive idea of “brotherhoods”, 
while lurking in the background is the men- 
ace of Big Brother. Two years ago, Piers Paul 
Read explored one such fraternity in his 
novel “Knights of the Cross”, about a mod- 
erm-day German society of Roman Catholic 
aristocrats with a taste for right-wing milita- 
rism. Now he investigates the real thing in a 
scholarly history of the Templars, a crusad- 
ingorder of monk-knights, while Jasper Rid- 
ley does the same for the Freemasons—both 
of them societies with high ideals who have 
suffered from sinister interpretation. 

The stories of the Templars and the Free- 











masons are linked—in legend if not in fact. 
The Templars were established in 1119 to pro- 
vide safe passage to Christian pilgrims trav- 
elling to the holy places in Palestine, and they 
were so named because the King of Jerusa- 
lem at that time gave them living quarters in 
his palace on Temple Mount, then known as 
the Temple of Solomon. As it happens, the 
Temple of Solomon figures prominently in 
the symbolism of the Freemasons. 

Freemasonry probably originated in the 
medieval guilds of stonemasons, but some- 
where between 1550 and 1700, Mr Ridley 
guesses, it began to attract intellectuals and 
philosophers for whom biblical stories 
about the building of Solomon’s temple car- 
ried a sacred significance. Thus, by the 18th 
century Freemasons began to forget their 
guild origins in favour of a more romantic 
ancestry in the Templars—some of whom, it 
was said, had escaped the persecution of 
their order in 1314 and established them- 
selves in Scotland where they guarded cer- 
tain arcane secrets and relics, among them 
the Holy Grail and the Turin shroud. 
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Theories, fabrications and scandals, self- 
spun and otherwise, have always gathered 
round the Templars and Freemasons, no 
doubt because of their notorious secrecy 
and bizarre ceremonies. But, as both Mr 
Read and Mr Ridley point out, there’s not a 
lot in these to frighten the horses. Mr Read 
writes of the very ordinariness of the Tem- 
plars: “they represented the common man, 
and not the uncommon visionary”, and he 
argues that the confessions they made to the 
Inquisition of blasphemous rites and so- 
domy are suspect. As for the bloodcurdling 
oaths of the Freemasons, Mr Ridley consid- 
ers them no more alarming than their aprons 
and rolled-up trousers. This, no doubt, was 
the aspect of masonry that earned them Na- 
poleon’s opinion that they were a bunch of 
imbeciles who meet for a good meal. 

But Napoleon may have been more sus- 
picious than he let on. So-called “specula- 
tive” masonry was associated with the ratio- 
nal anti-clericalism of the Enlightenment 
and, more to the point, with the revolutions 
that flowed from that. In England, of course, 
this made masons no more radical than the 
Whig Revolution of 1688. But in France, Spain 
and the Americas, bloodier upheavals were 
laid at their door. Two songs, "Rule Britan- 
nia” and the “Marseillaise”, both written by 
masons, seem to express the difference. 

Mr Ridley has written a meticulous, sane 
and lucid book. He takes the main political 
movements of the last 300 years and tests 
them, as it were, for Freemasonry, conclud- 
ing that masons can usually be found on 
both sides of any political divide. Revolu- 
tionary, reactionary or criminal masons 
seem to have behaved essentially like revo- 
lutionaries, reactionaries or criminals. Benja- 
min Franklin was a mason, Thomas Jeffer- 
son was not. With a few exceptions—Spain 
for instance after 1814 when masonic lodges 
became hotbeds of revolution—Freemasons 
have been politically coherent only in the 
eyes of autocrats. Popes have excommuni- 
cated them; kings have suppressed them; 
Franco criminalised them; the Communist 
Party condemned them as petit bourgeois; 
and anti-Semites have called them Jewish 
conspirators bent on world-domination. 

Mr Ridley is not a mason, but he is anx- 
ious to dispel the prejudice against them, in- 

cluding the ee that masonry cor- 
rupts the police force and the judiciary. The 
contemporary relevance of the Templars 
seems less obvious. But in fact, Mr Read is, if 
anything, even more anxious to send a mod- 
ern message. Mr Read’s book is about much 
more than its ostensible subject—and he 
says as much when he concludes that any 
verdict on the Templars depends ultimately 
upon our judgment of Catholic Christianity 
itself. In effect he gives a dense and some- 
times thomy history of precisely that—the 
rise of the Church out of the ruins of the Ro- 
man Empire, the expansion of a militant Is- 
lam east and west, monasticism and of 































course, the Crusades themselves, 
Mr Read challenges the now politicall: 

correct notion that the Crusades were al 

bad. He believes Me Darpartm of the Fi 


of the later ones, and while he acknowledges 
the illiterate mba of the am 


Art history 
John the 
Centurion 


Joun RUSKIN: THE LATER Years. By Tim 
Hilton, Yale; 544 pages; $35 and £20° 


OHN RUSKIN, whodied 100 years ago, wa 
one of the most prolific writers of the 19t 
century. As well as the art criticis 
which he is famous, his prodigious creati 
found expression in areas as diverse as ( 
myth and geology, poetry and children 
tion, botany and autobiography. In pol 
he came to be regarded asa key influence 
British socialism, and in architecture th 
alyst behind the Victorian gothic revival. 
In fact, Ruskin’s views were far moi 
complex and contradictory. than: his disc 
ples made out, Though he hated laissez 
faire economics and the profit motive, an 
though he believed passionately in the dig 
nity of labour, he was nota left-wing radical. 
instead holding a romantically traditional 
ist, organically hierarchical view of society. 
He was never a systematic thinker, but h 
wasa fascinatingly complex man gifted wit 
an exceptionally responsive mind. Mild 
mannered and sensitive, but egocentric an 
neurotic too, he achieved the status of a s: 
in public but led a private life whieh wasi 
many ways pathetic. l 
The first volume of Tim Hilton’s biogra 
phy, “The Early Years” (1985), takes its subjec 
to the age of 40. It offers a vivid-portrait ol 
Ruskin as the precocious only child of a sell 
made wine merchant. The undisputed cer 
tre of his over-protective parents’ attentio 
(when he went up to Oxford, his moth 
went to live with him), he was never really . 
able to o himself from them, and hi 
personality always retained a childlike qua 
ity which made it hard for him to form adu 
relationships, especially with women. By 
the end of this first volume, Ruskin has 
achieved fame with “Modern Painters” and _ 
“The Stones of Venice”, and has channelled. 
his humanitarian ideals into teaching art to- 
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working-class. men. But he has also under 
gone a fiascoof a marriage:unconsummated 
-because of the revulsion he felt for his young 
wife Effie’s naked body, the union ended ina 
scandalous divorce. 

The second volume picks up the narra- 
tive in 1859, and it becomes clear that the flip- 
side of Ruskin’s phobic response to adult fe- 
male sexuality is his fascination with little 
girls. The dominant relationship of his later 
years was his on-off “affair” with Rose La 
Touche, who was ten when, aged 40, he first 
fell in love with her. At 13 she fell ill, and re- 
mained an invalid until she died, mentally 
disturbed, in her mid-2os. 

Mr Hilton suggests she suffered from an- 
orexia. If indeed she starved herself to pre- 
vent her body from maturing it is easy to see 
how this might connect with Ruskins need 
for her to remain a child. When Rose grew 
up, Ruskin proposed, unsuccessfully, but 
one gets the feeling that marriage was not 
what he really wanted. Her inaccessibility— 
whether because of her excessive religious 
piety or her mother’s increasing suspicion of 
the relationship—made her all the more al- 
luring, “Fors Clavigera”, the long series of 
strange, obscure essays Ruskin wrote sup- 
posedly to the working men of England of- 
ten contained secret messages for Rose. After 
her death, he began to confuse her in his 
mind with St Ursula, as painted by Carpac- 
cio, and believed she spoke to him from the 
next world—hallucinations which presaged 
his later descent into madness. Other young 
girls would always take Ruskin’s fancy— 
from art students to the child actress Tiny 
White whose “pretty eggy pegs” made him 
feel “naughty”—but he never got over Rose. 

Mr Hilton makes no attempt to explain 
his subject's predilection in a broader con- 
text, though he notes that, when Slade pro- 
fessor of art at Oxford, Ruskin met Lewis 
Carroll, the most famous of Victorian little- 
girl addicts. Perhaps he feels there is already 
too much to get through. At 600 pages, this 
second volume is twice the length of the 
first—though it covers the same number of 
years—and consequently lacks its vibrancy 
and narrative drive. Mr Hilton seems less 
willing to generalise, summarise, or priori- 
tise, more keen to pack in the detail. As a re- 
sult, the non-specialist reader may find this 
volume less digestible. 

However, those who look for larger ideas 
will be rewarded with an important insight 
which may bring new admirers to Ruskin’s 
works, so long neglected by the reading pub- 
lic, In suggesting between the lines that Rus- 
kin should be read not as a critic or theoreti- 
cian but as a creative writer, a literary artist, 
Mr Hilton makes. compelling sense of his id- 
iosyncratic and eclectic oeuvre. Rather than 
scanning all his 250 works for objective com- 
mentary on society, art or economics, we 
should value Ruskin for his luminous, sensi- 
tive, humanly flawed subjectivity. 
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he write stuff 


HE good news is, the English- 

language short story is alive and 
well. The intriguing news is, the 
most impressive recent collections 
are all by American women. 

The fact that Hester Kaplan’s 
“The Edge of Marriage” won the 
University of Georgia’s prestigious Flannery 
O'Connor award for fiction last year restores 
one’s faith in prizes, demonstrating that they 
aren't all cravenly bestowed on the famous 
who don't need them. Every story is moving 
and intelligent. This cohesive collection 
looks at marriages under strain, though Ms 
Kaplan might argue that there’s no other 
kind. She clearly believes that marriages are 
not closed systems, and that they react with, 
and sometimes rely on, outside catalysts. A 
wife devastated by her best friend's death is 
first unreachable, then clingy. Obliged to 
take up the emotional slack, the husband 
discovers that he doesn’t want to be his 





























wife’s best friend, and the marriage teeters 
like a three-legged stool that’s lost a leg. An- 
other story reiterates this marital triad: not 
only a middle-aged wife but her husband 
grows dependent on an exuberant theatre 
critic who was the wife’s lover in her youth. 
The bon vivant’s imminent death from can- 
cer will not destroy the marriage, but the 
couple’s best times will lie behind them. 

Ms Kaplan’s prose is clear and unself- 
conscious, and her images are so apt as to 
seem effortless: “the melancholy gulp of ten- 
nis-ball machines”; “his pencil wandered off 
the paper like a drunk off a curb.” Superfi- 
cially simple observations package surpris- 
ingly dense content; a narrator worries that 
he has misjudged an obnoxious holiday- 
maker since “a man who is idle is sometimes 
not himself, or too much himself.” Ms Ka- 
plan’s dialogue can be as casually astute; 
“Did you ever notice,” remarks the rakish 
theatre critic, “it’s easier to seduce a woman 
than to call one on the phone?” 











If Ms Kaplan’s characters skirt 
the edge of marriage, Susan Pe- 
rabo’s in “Who Was | Supposed To 
Be” skirt the sheer drop to social or 
emotional oblivion. Ms Perabo’'s 
Americans, while more outlandish 
than Ms Kaplan’s, still remain be- 
lievably within America’s generous capacity 
to spawn the offbeat. When a widow of lim- 
ited means buys $300-worth of lottery tickets 
each day, her daughter says she’s crazy. 
“Maybe so,” concurs the mother, flaunting a 
ticket only four numbers off. “But when Pm 
rich everyone will say that I’m merely 
eccentric.” 

Another “eccentric” Maine supermarket 
manager visits his son, a successful Holly- 
wood actor in decline, and competes with 
the son's celebrity by cat-burgling his 
wealthy California neighbours. A bereaved 
mother is obsessed with making her dog un- 
derstand that her cot-death baby is never 
coming back. And in Ms Perabo’s most in- 
ventive tale, a miserable New Jersey wife ina 
cash-strapped marriage spends her small in- 
heritance on one of Princess Diana’s auc- 
tioned dresses. This lottery ticket turns into a 
winner when Di and Dodi perish in Paris, 
and the value of the ghostly green dress “that 
smells like a sandwich bag” multiplies ten- 
fold. But the wife’s refusal to cash in 
pushes her exhausted husband to 
walk out. 

While Ms Perabo bevels the raw 
edges of desperation with compas- 
sion, the same cannot be said of Julia 
Slavin. Her acid, sometimes surreal 
social satires in “The Woman Who 
Cut Off Her Leg at the Maidstone 
Club” are unsparing. Yet there's a liberating 
Yankee barbarism to stories in which a 
young lady swallows a lawn boy or hacks off 
an itchy foot. When a vain woman breaks 
out in teeth all over her body, it is plain that 
cinematic special effects still can’t trump 
language. Aberrations occur cheerfully 





THE EDGE OF MARRIAGE. By Hester Ka- 
plan. University of Georgia Press; 192 
pages; $24.95. Distributed in the ux by 
EDS; £19.95. 

WHO I Was Suprosen To Be. By Susan 
Perabo. Simon & Schuster; $20. Pub- 
lished in the UK as “Explaining Death 
to the Dog’. Bloomsbury; 192 pages; 
£9.99. 

THE WOMAN WHO Cut OFF HER LEG 
AT THE MAIDSTONE CLUB AND OTHER 
Srorigs. By Julia Slavin. Henry Holt; 194 
pages; $22. 

Wuo Do You Love. By Jean Thomp- 
son. Harcourt Brace; 306 pages; $23 
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within the context of the commonplace. Ms 
Slavin is like that rare raconteur who can re- 
late her dreams without trying anyone’s pa- 
tience. 

Some Slavin stories are barely plausible. 
An under-appreciated homemade choco- 
late pudding spills on the kitchen floor, and 
for months the family blithely detours 
around the brown mass “dried and settled 
into the shape of Bosnia.” An expecting cou- 
ple hires an agency to “babyproof” their 
home, ending up in a house so safe that it’s 
empty. As they sit dumbly on the floor of 
their rubberised living room, its resem- 
blance to an asylum sharpens Ms Slavin’s 
poke-in-the-ribs about contemporary aver- 
sion to risk. 

Like Ms Perabo’s collection, Jean 
Thompson’s “Who Do You Love” examines 
American marginalia: a woman involved 
with a heroin addict who sneers at the Pacific 
Ocean “because he needs something to de- 





spise, as a substitute for dignity.” A well-pre- 
served woman in her 40s drives to New Or- 
leans with a toyboy; disguising an unnamed 
illness, she knows he’s going to leave her. The 
only character who’s well off, in “The Rich 
Man’s House”, bequeaths his Citizen Kane- 
like mansion toa stranger, thereby abandon- 
ing a monument to an empty life. If these 
characters who populate the world’s most 
powerful country are unhappy, lonely and 
disappointed, that’s not to say Ms Thomp- 
son's stories are depressing. No collection 
this well written could be. A social worker re- 
gards her job as “not toeradicate poverty, but 
to tend and manage it as you would a crop”; 
her flesh is “spread unevenly over the bones, 
like cold butter on bread”. Ms Thompson's 
tendemess never becomes pity, which she 
herself observes is only “failed love.” Be- 
sides, she sympathises that “you don’t plan 
for failures. Nobody does. They make you 
cautious, tum your heart stingy.” 
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One petty carp: all four books use“‘like" 
instead of “as” for clauses (“like he said’) 
The error is so consistent across every story 
that it cannot be excused as voice. They don’t 
make copy-editors the way they used to, ang 
this very American mistake is distractir 
More consequential is the question of w. 
1999's best short stories might be crafted. 
American women. Perhaps women. are 
more attentive to the details that make the 
form a feast, much as, when preparing for a 
picnic, the man will remember the wine bu 
the woman will remember the corkscrew. 
Americans may still embrace a wide-eyed 
literary naiveté; they feel less compelled 
than Britons to be arch, knowing, or superior 
to their material, less inclined to cloud their 
prose with weariness. Americans still be 
lieve in stories, and that it is possible to keep 
telling new ones. That may help to explai 
why they also keep teling Eee ones 











Reading for the soul 


AN you read the fortunes of a nation in 

the tea leaves of a bestseller list? You 

can bet publishers think so. How else 

would they plan what books to bring out 
next year? 

Take a look at the latest lists from Brit- 

ain and America. It might appear that life 

state-side is a struggle between trying to 
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<The Greatest: Generation 


More from Americans born in the 19205 
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achieve the perfect body (“The Rock Says” 
and “Body for Life”) before abandoning 
fleshly pursuits for the wisdom of the dy- 
ing (“Tuesdays with Morrie”). The reality is 
that when the going gets tough in America, 
the tough escape into fiction. “Atlantis 
Found”, “Pop Goes the Weasel” and “Sav- 
ing Faith” are all examples of the new pulp. 
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When the going gets tough in Britain, » 
however, the tough get into the kitchen. - 
Once there, Jamie Oliver, “The Naked 
Chef”, can help, but he’s not a patch on. De- 
lia Smith, whose further instalment of | 
“How to Cook” is flying out of the shops: 
even faster than the first. Her step-by-step 
guide to cooking Christmas lunch for 14 is 
an epiphany of perfection: even that noted 
gourmand, Hannibal Lecter, might be 
drawn back toconventional ingredients. ° 











ee Rube WOOL: Bookwatch g 


Spirituality meets psychiatry: a 











FEBRUARY 19TH 2000 











Theil? 
Economist 


Published by 


on board info 


The Economist eCalendar Companion ensures you never miss out on 
economic and leisure dates and information that matter to you. 


Simply create your user profile and select the categories 


of events at the level of detail you require. Choose from 
over 5000 worldwide dates and events, which are 
automatically copied to your electronic calendar. 


Select from a comprehensive range of events which 
meet your personal interests and needs. 


Act!® v3 & v4, Day-Timer Organizer® 98 & 2000, Lotus Notes® release 4.5, 4.6 
and 5, Lotus Organizer® 97, 97GS, v4.1, 5 and 6, Maximizer™ v5.0 and 
Maximizer Enterprise v5, Microsoft® Outlook™ 97, 98 and 2000, Palm'™ 
Computing devices, Psion 3a, 3c, 3mx, 5, 5mx, 7, netBook®, Revo™ and Siena®, 
Rich Text File Output, Windows® CE H/PCs (WinCE v1.0 and v2.0 or above) & 
Palm-size PCs (WinCE v2.0 or above) 


A full 12 months’ coverage of events from when you 
purchase and keep up to date all year round FREE via 
the on-line update service. 


is 
N " d 
> 
Ai 


Extensive te pa from 
The Economist. gus j 


Ep ELS 
{ 
? f 


PC with Windows 95/98/NT, Pentium processor (or equivalent) recommended, 
18Mb of free hard-disk space and 16Mb RAM, Internet access via modem/LAN, 
Pointing device (eg. mouse). Psion®, Psion Siena®, Palm Computing™, Windows 
CE Handheld and Palm-size PCs require serial cable to link to PC. Typical 
selection of dates requires 40Kb. Typical selection of reference data requires 
150Kb (Psion), 60Kb (Palm Computing), 300Kb (H/PC) 


To ensure you never miss out on key dates that matter to you, order your eCalendar Companion now. 


All prices are fully inclusive 
uf postage and packing 


EES ace 


L] Courier despatch delivery at £6/US$9.90 extra. 
I enclose my cheque for Ole Cluss 
The Economist Diary Department. 


(International moncy orders and Sterling Eurocheques are accepted.) 


____ made payable to 


OR Please charge my: 


_]visa LJ MasterCard (J Diners Club C] American Express 


Card Number 


Signature: Expiry Date: L 


| guany | Total Cost | 


Simply complete your details below, and post or fax this form to: 
The Economist Diary Department, P.O. Box 14, Harold Hill, ROMFORD, 
Essex RM3 8EQ, United Kingdom. Fax: +44 (0) 1708 381808 or telephone 
+44 (0) 1708 386646 quoting reference: OOEBX6 


Name: — 
Address: 


TO te 

E-mail: 

We may wish to use your personal information to contact you with details of offers 

and products which we think may be of interest to you and/or for the purpose of The 
market research. Please tick the box if you would prefer not to be contacted for these | . 
purposes by: C The Economist Group and/or Ct Other organisations selected by us sconomist 
Regetered office: 23 St James’ Street, LONDON SWIA IHG Regestered in England No DOM 


THE ECONOMIST DIARIES 


eCalendar Companion can also be downloaded direct from www.economist.com/tfs/shop_tframeset. html 





BRITAIN 


Blair's plan for Europe 


In an interview with The Economist this week, Britain’s prime minister 
explained why he thinks that Europe is moving his way 


ONY BLAIR is clearly deeply irritated by 

the way Britain’s debate on Europe is go- 
ing. He laments that pro-European journal- 
ists are “supine” in the face of the “rambunc- 
tious propaganda” of Eurosceptics in the 
press. He says that the Conservative opposi- 
tion want to renegotiate Britain’s terms of en- 
try to the European Union, and that this 
would lead Britain either to “na- 
tional humiliation or exit from Eu- 
rope.” He worries that economic re- 
forms in Europe are ignored by the 
British press and that every dispute 
between Britain and its European 
partners is painted in the darkest 
terms. “We've got to get away from 
this idea that Europe is just some- 
thing that is done to us over which 
we have no power,” he insists. 

Mr Blair sees the Lisbon summit 
of the European Union next month 
as a chance to highlight and push 
forward economic reform in Eu- 
rope. It is an opportunity to move 
away from “heavy-handed inter- 
vention and regulation” and in- 
stead stress a new agenda of “jobs, 
competitiveness, economic change 
and dynamism.” 

Britain hascome up with alist of 
ideas it wants to see pushed in Lis- 
bon, many of them to do with the 
new electronic economy. Objective 
one is “to remove all remaining barriers to e- 
commerce in the Union by 2002”. Internet 
access should be made faster, capital mar- 
kets must be integrated, “life-long leam- 
ing’ —a Blairite mantra at home—should be 
preached throughout Europe. Social protec- 
tion systems should be “modernised”. The 
point, says Mr Blair, is to concentrate less on 
saving people’s existing jobs, and more on 
equipping them for the next job they might 
hold. 

But Mr Blair is clearly aware that too 
much British preachiness can go down 
badly in Europe. He is at pains to insist that 
“we shouldn't lecture” and to acknowledge 
that “there are lots of things we can learn 
from Europe”. As an example he cites his de- 
cision to give the Bank of England indepen- 
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dence, based in part on a realisation that 
continental Europe had been “a darn sight 
better at macroeconomic management than 
we've been.” 

Mr Blair is also anxious to point out that 
economic reform is already taking place in 
France and Germany. However, he clearly 
believes that Britain is on the leading edge of 





The prudent persuader 


labour market and welfare reform in Eu- 
rope, and he is unapologetic about insisting 
that Europe must learn from the United 
States: “We can't have what's been going on 
with the us economy for the last eight years 
or so and say well we're not paying any at- 
tention to that; that’s just not intelligent.” 

He is proud that he has managed to get 
French Socialists and American Democrats 
into the same room, so that they learn “that 
the other side didn’t have a tail and two 
horns but are actually trying to cope with the 
same types of problems.” As for the notion 
that Europeans might be less receptive to the 
social disruption that Americans are pre- 
pared to accept as the price of economic dy- 
namism, Mr Blair is dismissive: “If people 
understand that change is necessary, they've 


got an appetite for it.” 

One change that the British people seem 
not to have an appetite for at the moment is 
toditch the pound sterlingand join the single 
European currency, the euro. Mr Blair is ex- 
tremely cautious about making the case for 
the euro. He says that he wants to join the 
euro in principle, but insists that the single 
curreficy must be judged on the basis of 
whether it will be good for the British econ- 
omy. The Blair government has laid out five 
economic tests, and he is sticking to them. 
When the time comes, he believes he can 
win the argument. 

No matter how you try, you cannot 
budge the prime minister from this ground. 
Ask him if he thinks it likely that Britain will 
be in the euro in ten years time, and he just 
laughs—“There is no question on the euro 
that you can ask me that 1 haven't 
been asked before.” No comment. 
How about the economic tests, are 
we any closer to meeting them than 
when he first laid them out, over 
two years ago? No comment. 

It is this reluctance to push the 
case for the euro that has led Mr 
Blair to be criticised by pro-Euro- 
pean allies like Lord Jenkins. They 
argue that he is letting the Euroscep- 
tics make the running. This week the 
Conservatives launched a “Save the 
Pound” campaign. But the prime 
minister's strategy seems to be to 
position himself as the voice of rea- 
son, between “pro-Europeans” who 
want to join “without proper regard 
to economic conditions” and the 
anti-Europeans who want to stay 
out, come what may. 

Unlike the Eurosceptics, he is 
not spooked by visions of a Euro- 
pean super-state. No one in Europe, 
he insists, wants their armies con- 
trolled from Brussels, or their taxes set there. 
As for that awkward phrase in the Treaty of 
Rome about “ever closer union”, Mr Blair is 
not too fussed. As far as he is concerned, it 
simply means that “we seek ways of co-op- 
erating ever more closely because that’s 
what's going to happen in the world, as we 
move to a single market, and a single cur- 
rency in Europe.” Closer defence and foreign 
policy co-operation is all done because 
individual nations see an interest in co-oper- 
ation. No problem. 

This is a stance that Mr Blair will stick 
with for the rest of a busy European year. If 
he sees Lisbon as a chance to promote issues 


The full text of Tony Blair's interview with The Economist 
can be read on our website at www.economistcom 
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€vasive 


UESTION: You've said that the econ- 
AZ omic tests are the things you'll apply 

when the time comes, but also that 
you are in principle in favour of joining 
the euro. Do you think it likely that Britain 
will be a member of the single European 
currency in a decade's time? 

Tony Blair: (laughs) You've got to un- 
derstand, there is no question on the euro 
that you can ask that has not been put to 
me and what I have found by long experi- 
ence is that speculation is a singularly un- 
helpful exercise to engage upon. Indeed it is 
impossible for any British politician in a se- 
nior position to say anything on the euro 
that is not interpreted by our media in a 
ridiculously exaggerated way... We've gota 
position, we've got the tests laid down. 
When people say look your position is 
simply the same as the previous govern- 
ment’s, it’s not, because we've resolved ev- 
ery issue on principle. All that remains is 
the economic conditions to be judged. 

But presumably you monitor the con- 
ditions—do you think we're closer now to 
fulfilling the economic conditions than 
when you laid out the tests originally? 

Mr Blair: We're not in convergence, 
otherwise we'd be recommending that we 
joined. We always anticipated that we 





would not be in convergence, this parlia- 
ment...I'm really not getting into this to say 
whether we're closer or further away. We'll 
make a judgment at the appropriate time. 

Obviously there's also a political ele- 
ment to it though and you said very early 
on that you want Britain to be at the heart 
of Europe. Ultimately, do you think that it 
is possible for Britain to be at the heart of 
Europe if we're outside the euro? 

Mr Blair: It stands to reason that if 
we're not in the euro our impact on the de- 
velopment of European monetary policy 
certainly and economic policy is dimin- 
ished. But on the other hand the economic 
conditions for joining have to be right as 
the experience with the exchange-rate 
mechanism shows. The economics have to 
be in place. People think, because this is 
what the media constantly tell them, that 
our position on the euro is determined by 
the politics of it. 1 would go out and chal- 
lenge everyone on this issue if I believe it to 
be the right thing to do, but it is an econ- 
omic and monetary union. The economics 
do matter...the economics are the heart of 
the single currency. 

Why do you think it’s been possible for 
the 1 who have already joined to say that 
the economics are fine for us, but not pos- 





close to his heart, he must also be looking 
ahead to a European summit in Nice at the 
end of the year, with a degree of foreboding. 
The Nice summit will once again amend 
European treaties, to prepare the union to 
take in new members from Eastern Europe. 
Britain is all for enlargement and is ready 
to trade a commissioner in Brussels for more 
voting power in the European Council of 
Ministers. But the commission has also 
placed the issue of “qualified majority vot- 
ing” on tax on the table. With a British elec- 
tion likely to be held within six months of the 
Nice summit, the last thing Mr Blair needs 
are headlines about “Europe” grabbing tax 
powers. He must be hoping that his judg- 
ment that the appetite for tax harmonisation 
in Europe is limited proves sound. 
= 





Good for you 


RITAIN’S only legal cannabis farm is 

gearing up for full-scale clinical trials on 
patients which are due to begin in the next 
few weeks. Movement sensors, sophisti- 
cated alarms and security guards keep in- 
truders away from the eight-foot-high can- 
nabis plants growing in temperature- and 
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sible for Britain? 

Mr Blair: Because in relation to the 
main players, France and Germany, they 
had a very sustained period of conver- 
gence. They went through a lot of pain to 
get there in fact. And in respect to some of 
the other countries joining this has brought 
them a degree of economic stability that 
they would not have had outside the euro. 

As you say, they went through a sus- 
tained and rather painful period of con- 
vergence and it was clearly a central goal 
of their economic policy that their econo- 
mies should be ready to join the euro. At a 
certain stage don't you actually have to try 
to start managing the economy if you 
really want to join the euro with thatasan 
objective of economic policy? 

Mr Blair: You've got to manage the 
economy well in the interest of the country 
and I would say although I've described 
their convergence as painful, they were 
managing their economies according to 
sound economic discipline and doctrine, 
so I think it’s important for us to do the 
right thing by the British economy but to 
recognise that economic convergence is 
necessary for monetary union to work. 

But will it just happen if you manage 
the economy sensibly or do you have to do 
a bit more? 

Mr Blair: I think managing the econ- 
omy soundly is the right way to proceed. 





light-controlled glasshouses at a secret loca- 
tion about an hour's drive from London. 

Pressure groups estimate that at least 
10,000 seriously ill patients are illegally using 
cannabis to relieve their symptoms. Though 
police forces rarely prosecute genuine suffer- 
ers, not least because juries refuse to convict, 
odd cases still slip through. A year ago, a pen- 
sioner with severe rheumatoid arthritis was 
jailed for a year for growing cannabis plants 
at his home. 

The clinical trials, if they are successful, 
should put a stop to this nonsense. Geoffrey 
Guy, chairman of Gw Pharmaceuticals, a 
private company which is conducting the 
trials, hopes to have a cannabis-based medi- 
cine available for oral prescription within 
three to four years. But that is a long time for 
seriously ill patients to wait. The House of 
Lords’s Science and Technology Committee 
recommended 15 months ago that doctors 
should be able to prescribe cannabis to 
individual patients without having to wait 
for the results of the clinical trials. 

That conclusion was summarily rejected 
by the government. But a report by the Police 
Foundation next month will once again 
point to the absurdity of cannabis being 
listed as a Schedule 1 drug under the 1971 Mis- 
use of Drugs Act. That means that it is re- 
garded as so dangerous and so lacking in 
therapeutic qualities that it cannot be pre- 











scribed. By contrast, heroin and morphine, 
which are intrinsically far more dangerous 
and addictive, are listed under Schedule 2 
and socan be prescribed by doctors. 

The purpose of the trials now about to 
begin is to establish a dose and a method of 
oral application which will allow patients to 
benefit from the effects of cannabis without 
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smoking and without experiencing a high. 
Anecdotal evidence suggests that, even in 
low concentrations, cannabis is effective in 
countering a range of disorders from muscle 
spasms to uncontrollable vomiting. Among 
those who claim to have benefited are those 
suffering from multiple sclerosis, Arps, and 
cancer patients undergoing chemotherapy. 


Cannabis has, of course, been around 
for a long time. The earliest known reference 
to its use is in Assyrian tablets of the seventh 
century Bc. But surprisingly for a drug which 
has been in use for more than two millennia, 
there is remarkably little evidence about its 
efficacy and safety. The current trials should 
provide some long-overdue answers. 








Northern Ireland 


The blame game 


BELFAST 


The government has suspended Northern Ireland’s devolved government. Let 


the recriminations begin 


ORE than a trace of panic is evident in 

the continuing efforts to get Northem 
Ireland’s derailed peace process back on 
track. Emerging from 10 Downing Street on 
February 16th, Gerry Adams, the leader of 
Sinn Fein, the political wing of the ra, called 
the suspension of the province's power- 
sharing executive a “calamity”. He accused 
the British government of “unilateral illegal 
suspension of institutions”. His colleague, 
Martin McGuinness, accused the British gov- 
ernment of putting the Good Friday peace 
agreement in the rubbish bin. 

The British see things differently. They 
believe that the decommissioning of 1RA 
weapons is an essential part of the agree- 
ment. The deal envisaged that decommis- 
sioning should be completed by May 2000; 
but there was alsoa strong steer thatitshould 
happen alongside the setting up of political 
institutions and the release of paramilitary 
prisoners. With May close at hand, and no 
weapons forthcoming, the British felt justi- 
fied in suspending devolution. 

More important than any issues of prin- 
ciple were the practical politics. The govern- 
ment knew that if David Trimble, Northern 
Ireland’s first minister, could not point to 
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any decommissioning, he would lose his po- 
sition as leader of the Ulster Unionists. His 
replacement would be a hardliner. The 
unionist end of the peace agreement would 
crumble away. Senior British politicians say 
they have no doubt that Messrs Adams and 
McGuinness are sincere in wanting peace. 
And they are prepared to accept that Sinn 
Fein’s leaders are struggling, so far in vain, to 
get hardliners in the rra to hand over even 
the very few weapons that would be needed 
toget the process started again. Whatever the 
rights and wrongs of decommissioning, the 
British seem to have judged that Mr Trimble 
was under more immediate internal threat 
than Messrs Adams and McGuinness. 

The position of the other key party—the 
Irish government—is now crucial. It was 
clear that Ireland was much less keen on sus- 
pension than Britain. The Irish may share 
Sinn Fein’s view that the suspension of de- 
volved government was illegal under the 
terms of the peace agreement. At times the 
twogovernments looked hopelessly at odds, 
adding to the impression of drift. 

But their shared purpose dictated a 
speedy masking of disagreement. Non-viol- 
ent Irish nationalism is itself divided by 


BRITAIN 
doubts and fears about republican inten- 
tions on arms, which lessens the force of any 
criticism of the British. The Irish government 
was keen to put the most optimistic spin 
possible on the rra’s contacts with the inter- 
national decommissioning body, headed by 
the Canadian general, John De Chastelain. 
But much of Dublin’s political establish- 
ment finds republicans deeply uncongenial. 

Seamus Mallon, deputy leader of the 
nationalist sote and Mr Trimble’s deputy in 
the executive, was another who laid great 
stress on the promise held out by an elev- 
enth-hour statement on decommissioning 
made by the ira, just before the British sus- 
pended the institutions. But the undertaking 
to “consider how to put arms and explosives 
beyond use, in the context of the full imple- 
mentation of the Good Friday Agreement, 
and in the context of the removal of the 
causes of conflict,” would have impressed 
none of the 860-strong Ulster Unionist 
Council, who were poised to decide Mr 
Trimble’s fate. In the immediate aftermath 
Peter Mandelson, the Northern Ireland 
secretary, and Tony Blair said they needed to 
know more. A few days later, the ira angrily 
withdrew from the De Chastelain process, 
and said that their offer was no longer on the 
table. Nor will Sinn Fein take part in a formal 
review of the agreement. 

Mr Mandelson regretted the withdrawal 
of the ra proposal, and said that it had had 
real potential. But even that is questionable. 
For it makes republican disarmament de- 
pendent on the removal of “the causes of 
conflict.” Even during the past few years, the 
root cause has occasionally been defined as 
“the British presence”. 

The mood among politicians in Belfast is 
now that major effort and mutual accom- 
modation might just find a resolution inside 
the next two to three weeks. Otherwise res- 
cue efforts could drag out over months. 

There is plenty of muddle about. Sinn 
Fein’s suggestion that the remedy is re- 
instatement of the institutions, and accep- 
tance of the De Chastelain report, makes lit- 
tle sense when the rra have just taken their 
offer off the general's table. Similarly it was 
odd to hear Mr Trimble conclude after meet- 
ing the general that the ra withdrawal had 
“squandered the best opportunity to resolve 
the arms issue”, given his scepticism the pre- 
vious Friday on the 1RA’s move. 

The fear is that a vacuum will now de- 
velop, without the sense of purpose im- 
parted by having local politicians in charge 
of considerable devolved power. In 1998, 
71.1% of people in Northem Ireland voted by 
referendum for the peace agreement. 
Against the deep and abiding resentment of 
the large proportion of unionists who voted 
against, popular goodwill has sustained the 
process. But it could also call in the past on 
Irish conviction and the sure touch of the 
Blair government. Neither is what it was. 
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N POLITICS, there are few spectacles as satisfying as a control 
freak losing control. That is why so many people savoured Tony 
Blairs recent humiliation in Wales, where the prime minister's 
picked man was ousted as leader of the National Assembly, and 
the popular candidate, whom Mr Blair had tried to block, was in- 
stalled in his place. There will be similar rejoicing if Ken Living- 
stone succeeds in defying the prime minister’s attempts to prevent 
him becoming mayor of London (Labour was at last choosing its 
candidate as The Economist went to press). But before concluding 
that Mr Blair is losing control of the machine that delivered him to 
office, some perspective is in order. On 
any balanced reading of Labour poli- 
tics, Mr Blair continues to show un- 
precedented mastery of his party. 
Consider. In May 1998, a London- 
based think-tank called Demos organ- 
ised a seminar to describe the linea- 
ments of Mr Blair’s philosophy, the so- 
called Third Way. At this event, one 
participant took the view that New La- 
bour’s record todate could be summed 
up as “indicate left, turn right”. An- 
other thought that, on the contrary, it 
was the other way around. Given al- 
most two years of additional evi- 
dence, it should by now be easy to / 
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decide who was right. And yet it re- 
mains strangely difficult. P 

This suits the government. lij 
The beauty of the Third Way is be” 
that by discarding the tattered old 
tribal flags of left and right, Labour can 
draw voters from both camps. But who 
expected this trick to keep on working 
its magic for so long? Now itis said tobe 
under threat. Many members of La- 
bour’s tribe are impatient to know 
where the prime minister stands. What 
is worse, these really are tribesmen— 
not silver-tongued participants in De- 
mos seminars, nor the floating voters of 
the centre, but loyal Labour voters and workers who want to know 
why, after more than two years in power, a Labour government 
has not done more for “its” people. 

“Its” people have given out rumblings before. Many Labour 
voters stayed home in last year’s Welsh elections, in local-govern- 
ment elections, and in elections for the European Parliament. In 
June last year, Peter Hain, now a Foreign Office minister, gave 
warning that the party’s natural supporters were finding the gov- 
emmment’s pursuit of the Daily Mail Middle-England voter “gratu- 
itously offensive”. John Monks, general secretary of the Trade Un- 
ion Congress, accused the party of treating core supporters like 
“embarrassing elderly relatives”. For a while, things went quiet. 
But the rumbling has resumed with added force since Peter Kil- 
foyle, who had been an obscure junior defence minister but is also 
a prominent left-winger, quit his government job so that he could 
speak out more freely in support of “his” people (the working- 
class voters of Liverpool) from the back benches. Before long he 
was lamenting the ideological “vacuum” at the heart of New La- 
bour and accusing it of neglecting its northern heartlands. 

The government responds to these intermittent mutinies in 













































Labour's left turn? 








prime minister himself, and takes the form of a staunch defence of 
the newly non-tribal politics. Following Mr Kilfoyle’s little rebel- 
lion, for example, the prime minister pitched up in fighting form at 
a local-government conference. He ridiculed the “politics of divi- 
sion” that set north against south, adding the arresting claim that 
the whole country should be seen as Labour's “core constituency”. 
It was, he said, Labour’s failure to win parliamentary seats in the 
south of England that for years had prevented him from doing 
anything to help his own north-eastern constituency of Sedgefield. 
Nor was he ashamed of being pro-business, or of making Britain a 
better place in which to create 
wealth. Get with it, the prime min- 
ister tells his disgruntled tribesmen: 
in the good old days of ideological 
purity the Labour Party was 
trapped impotently in opposition. 
He is not going back. 
The second response tends to 
come from John Prescott. Though 
less obstreperous than he was be- 
fore becoming entangled in Brit- 
ain’s transport problems, the 
whole point of Mr Prescott is that 
in addition to being deputy prime 
minister he is a proud and senti- 
mental member of ‘the true old 
tribe. This makes him useful when 
the natives grow restive. Look, says 
Mr Prescott, sotto voce, to Labour's 
left: you know that you can trust 
me, and I can attest that behind the 
necessary flummery “New” La- 
bour continues to deliver stealthily 
for its own people. Up to a point, 
Mr Prescott is right. When talk 
about “redistribution” surfaced re- 
cently in some preparatory papers 
for Labour’s annual conference, it 
caused a stir in the party and the 
press. But why? All of Labour's 
budgets so far have been redistrib- 
utive. Mr Prescott, incidentally, can also deliver the low personal 
blows that cannot come from the refined Mr Blair. It was the dep- 
uty prime minister who hinted that Mr Kilfoyle’s protest was in- 
spired less by principle than by an ambition to become Liverpool's 
first elected mayor. 

New Labour's third response when it comes under attack 
from within is to make a genuine concession. But Gordon Brown, 
the chancellor whose heart is famously with Labour but whose 
head is famously prudent, makes sure that visible concessions are 
rare. There was one this week, when the government chose to head 
off a rebellion led by Gordon Prentice, another left-winger from 
the back benches, by promising to increase the minimum wage 
from £3.60 ($5.80). an hour to £3.70. But this small concession was 
wrung out of Mr Brown only after the Treasury pronounced itself 
satisfied that imposing a national minimum wage for the first time 
last April had not reduced the number of jobs in the economy. 
And the government is still refusing to make the increase an auto- 
matic annual event. Think back to Labour's chronic divisions 
through the 1970s and 1980s, Look at the chronic divisions within 
today’s Conservative Party. Then ask yourself whether, in any of 
the really important ways, Mr Blair is losing control of his party. 
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In search of the new 
Japanese dream 


TOKYO 


Japan’s venture boom is real enough. But will it last? 


OMETHING is happening in Japan. In a 
country where big firms and bureaucrats 
have always had their pick of recruits, Ja- 
pan’s brightest students are joining start-ups. 
In a market where finance has normally 
flowed to old, established companies, 
youthful telecoms and Internet firms are 
burning easy money. In an economy where 
family savings were safely locked away in 
the bank, people are buying mutual funds 
with names like “Digital Information Com- 
munications Revolution”. And in a society 
that has squeezed risk out of life, ordinary 
people are throwing caution to the wind. 
Although only a handful of youthful en- 
trepreneurs have so far floated their firms in 
Japan’s benchaa buumu (venture boom), 
200 or more could go public this year, if the 
stockmarket stays favourable. Most of these 
hopefuls are Internet companies, which are 
launching themselves with immodest speed 
into a large, fast-growing market of net users. 
The most sought-after gems are little firms 
such as kakaku.com, whose 26-year-old 
founder, Mitsuaki Makino, has just finished 
adapting his website for mobile phones with 
Internet access, a current craze in Japan (see 
chart on next page). 
Mr Makino posts on his site the cheapest 
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prices for luxury goods and consumer elec- 
tronics—an ideal service for mobile 
browsers. His first sales were last year. This 
year, he has had five offers from Japanese 
venture capitalists wanting to invest in his 
firm and take it public. Among older Japa- 
nese, getting rich quick can seem a vulgar 
pursuit. But Mr Makino makes no bones 
about why he works and sleeps and does 
nothing else. “This company exists to make 
me money,” he says. 

Some of these start-ups are being nour- 
ished by established venture businesses 
such as Softbank, an Internet conglomerate, 
and InterQ, a Japanese Internet-service pro- 
vider that went public last year. The invest- 
ment arm of Hikari Tsushin, a fast-growing 
mobile-phone retailer, has stakes in more 
than 100 high-tech companies, 40 of which 
the firm is readying for market this year.Oth- 
ers are receiving money and advice from tra- 
ditional venture capitalists such as Jafco, an 
affiliate of Nomura, a big stockbroker. With 
such western investors as J.H. Whitney, War- 
burg Pincus and Goldman Sachs sniffing 
about in Japan, Jafco is shedding its bad old 
habits and becoming almost American in its 
enthusiasm for risky start-ups. 

Especially encouraging are the high-tech 
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Everything may seem to have changed ov over- 


‘preneurialism were actually laid many years 
ago. Shigeru Nomura, editor-in-chief of A 
‘tore, a magazine for entrepreneurs, thinks 
the real watershed was as far back as 1964. 
Japanese born after that date are different, 
says Mr Nomura. They don’t buy into Ja- 


a group ethic and the priority of catching up 
with the West. In 1964, as hostof the Olympic 























kyo’s hotels and elevated motorways, and 
came to believe that it had almost caught up, 
So why hasnt Japanese business 
changed sooner? The answer lies in both the 
classroom and the office. Despite talk of re- 
form, Japanese education still suppresses 
thought and initiative. It crams students full 
of meaningless facts. Success is the result of 
intense competition (see box on next page). 
Everything is overlaid with a system of state. 
control that the bureaucracy copied from 
the Nazi Volksschule system in the 19408. : 
Japanese students struggle through this. 
hell so that they can find work with the gov- 
emment and with big prestigious compa- 
nies. Like the schools, these employers are 
old-fashioned and obsessed with seniorit 
rules and the bullying, oppressive psycho! 
ogy of the group. They speak a different lan- 
guage—literally. On joining big companies, 
graduates need training to master keigo, the 
old-fashioned formal language that employ- 
ees in big companies still use with superiors 
and customers. Young firmsdonotspeak like 
that, or make only a half-hearted attempt to 
do so. For its automated switchboard; Hikari 
Tsushin uses the recorded voice of a woman 
who has got her keigo muddled up. 
That this system is at last losing its grip is 
a result of the end of lifetime employment. 
Increasingly, the reward for 35 years’ slog ata. 
big Japanese firm is early retirement or the 
boot. Young Japanese see how their fathers 
are getting treated and neither feel the tug of 
company loyalty nor fear the sanction of- 
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| Child's play 


HE rat race starts early in Japan. The 

best universities pick their students 
from the best high schools; the best high 
schools from the best middle schools; the 
best middle schools from the best junior 
schools; and the best junior schools from 
the best kindergartens. Even the best kin- 
dergartens are picky: some parents have 
started sending their toddlers to crammer 
schools to prepare them. So it is perhaps 
not surprising that future entre- 
preneurs are starting their educa- 
tion young. Indeed, some would- 
be Bill Gateses have barely 
climbed off the potty. 

For a trifling ¥12,000 ($111) a 
| month, ambitious parents can en- 
rol their four- to seven-year-olds 
in “Sun Kids”, a venture-business 
course run by Tokyo's Centre for 
Entrepreneurial Students (ces), a 
| private school. With 120 students 
at its three branches, ces plans to 
undo some of the work of Japan’s 
traditional educators, who stress 
group solidarity and rote-learning. 
CEs Says it is preparing its students 
for a harder, more competitive 
world—one in which being the 
same as everybody else is no vir- 
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tue. Along with advice on how to be an 
individual, Sun Kids offers practical help 
developing sales, marketing and market- 
research skills. Older children (ten- to 12- 
year-olds) also have to endure drier disci- 
plines such as accountancy and stock 
management. 

The idea seems to be catching on. Last 
year Nippon Technology Venture Partners, 
a high-tech venture-capital boutique, or- 





All together now 


ganised a venture-training camp for 40 girl 
and boy scouts, who spent the day creating 
“virtual” business start-ups. Takeru Ohe, a 
professor at Waseda University in Tokyo, 
thinks the education should flow both 
ways. At his Venture Kids Camp, adults 
teach children how to market and sell their 
ideas. In return, the children teach the 
adults “out of the box” thinking, some- 
thing that is periodically said to be danger- 
ously lacking in Japan. 

Whether such methods will work is, 
however, somewhat moot. Despite the 
control that the education ministry exerts 
over the way children are taught, 
Japan has always had a few icono- 
clastic schools. One is Wako in 
Machida City, west of Tokyo. 
Since Wako was founded in 1933, 
the school has stuck doggedly to 
its belief in the benefits of a liberal 
education. There are no uniforms, 
the curriculum is flexible and stu- 
dents partly govern themselves. 
“We believe strongly in the 
individual development of our 
children,” says Kazuki Morishita, 
the weary-looking headmaster. 

But how many entrepreneurs 
has the school produced? Mr Mor- 
ishita screws up his face and takes 
a long pull of air through his front 
teeth. “To be honest with you, I 
cannot think of a single one.” 








Japanese society. Koji Hidekawa quit jobs at 
three different firms before joining the fam- 
ily property business in Hiroshima and tak- 
ing evening classes in how to become an en- 
trepreneur. “I do not fit in,” he says. 
Although people like Mr Hidekawa are 
still branded as failures, Kenichi Ohmae, a 
Japanese management guru, thinks that 
they are behind some of Japan’s most vi- 
brant and creative industries. The growing 
numbers of high-school dropouts, job-hop- 
pers and part-time workers might be viewed 
with rising alarm in Japan, but it is they who 
are creating games software, manga (car- 
toons), and now, the Internet venture boom. 
The educational establishment is begin- 
ning to change too. The way she sees it, Reiko 
Matsuura is about to graduate from the hip- 
pest college in Japan: Keio University’s Fuji- 
sawa campus. In her four years there, Ms 
Matsuura has studied international de- 
velopment, local-government policy, femi- 
nism, corporate social responsibility, strate- 
gic enterprise management and Java, a 
computer-programming language. Only the 
programming language was compulsory, 
she says, and many students keep up their 
computer studies for all four years. Waseda 
University students are still going into the big 
trading companies. Tokyo University? 
Hopelessly square. If you want to learn 
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about Japan's future, says Ms Matsuura, 
Keio’s Fujisawa campus is the place to look. 

Until recently, Fujisawa was also where 
foreign management consultants in Tokyo 
went to recruit. A year ago, people were 
fighting to get into the big foreign consultan- 
cies, but this year the consultants are having 
a harder time of it. The most ambitious stu- 
dents instead want to join start-ups, or to 
found their own Internet firms. 

The group of high-tech venture capital- 
ists that attracts graduates from Keio (and 
like-minded universities, such as Tokyo's 
Tama) has in part been brought together by 
the efforts of Tokyo’s Bit Valley Association 
(BvA), an entrepreneurs’ club modelled on 
the New York New Media Association 
(NYNMA), which promotes Silicon Alley in 
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Manhattan. The sva has more than 5,000 
members, about one-third of whom are en- 
trepreneurs. Since August, the sva has held 
monthly “Bit Style” parties, hoping to bring 
entrepreneurs and venture capitalists to- 
gether. About 300 people attended the first 
party. This month, there were more than 
2,000 guests, including entrepreneurs, bank- 
ers, headhunters and—presumably hoping 
to pick up new ideas— employees from the 
big firms (they were the ones wearing suits). 

Like the NYNMA, the sva has begun to 
play a big role in the formation of new com- 
panies. When Hiroyuki Fujii wanted to start 
a new firm, he took his business plan to the 
BvA. Mr Fujii already owns one firm, called 
Wells, which makes e-business software 
applications for 15m. Now he wants to set up 
as an applications-service provider, a com- 
pany that uses the web to provide services 
such as billing for other companies. So Mr 
Fujii went to the sva and met someone who 
organised an investors’ presentation for him. 
The investors were impressed, Mr Fujii has 
his funding, and his new company opens for 
business on March 1st. 

As clusters such as Tokyo's Bit Valley 
start to mature, specialist firms that provide 
legal, consulting and employment services 
are also springing up. One is Goodwill Ca- 
reer, a division of the Goodwill Group, a 
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firm. Goodwill Career has a 
growing business plucking 
software engineers from big 
electronics firms such as Fu- 
jitsu and nec and placing 
them in start-ups. Last year, 
says Kenichi Shugyo, Good- 
will Career’s president, the 
firm placed about 300 soft- 
ware engineers in new ven- 
tures, using share options as 
a lure. With more than 200 
high-tech clients looking for 
engineers, Mr Shugyo has 
recently started looking for staff in China, 
Taiwan and India. Each month, he brings 
into Japan about ten engineers, mostof them 
recruited from Chinese universities. 

Next, says Mr Shugyo, Goodwill plans 
outsourcing services for high-tech busi- 
nesses; it has already begun building a spe- 
cialist in-house sales and marketing staff. 
Within a year or two, he hopes to have be- 
tween 100 and 150 people on the payroll, split 
equally between Tokyo, Osaka, Fukuoka 
and Nagoya. On top of this, Goodwill is 
putting together training programmes for 
software engineers so that it can meet the de- 
mand of employers with more precision. For 
instance, it plans one course in applications 
and web-page design for i-mode, a mobile- 
phone-based web-access service that al- 
ready claims to have 3.7m subscribers. 


“young human-resources [ 


Lots of capital, little venture 


Although all this is impressive, the founda- 
tions for the future are shakier than they 
seem. Especially worrying is Japan’s lack of 
the skilled venture capitalists who play a 
crucial role, stretching well beyond mere fi- 
nance, in nurturing new business start-ups 
in America. 

Japan has no such tradition. Its home- 
grown venture-capital industry invests 
mainly in late-stage companies, placing 
small amounts of money in a large number 
of mature firms that its parent, often a 
big broker, plans to take public in short 
order. Japanese venture capitalists offer 
no management help and seek no place 
on company boards. Their profits come 
from capital gains and underwriting 
fees. Their skill lies in judging (and 
ramping) the market, rather than in 
weighing up new business plans. In- 
deed, many of their investments are 
“discovered” by cold-calling numbers 
on lists from the local chamber of com- 
merce. 

Although companies such as Hikari 
Tsushin are at least hunting out early- 
stage investments, they have kept some 
bad Japanese habits. The venture-capi- 
tal firm can offer plenty of money, but 
little in the way of help or expertise. Al- 
though Hikari Tsushin declines to com- 
ment on its strategy, its critics allege that 
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it will invest in anything it 
| finds, hoping that one 
lucky investment in 30 will 
pay off and make up for the 
rest. Softbank is said to 
screen its investments 
more carefully, and has an 
enviable reputation as a 
picker of winners. But it too 
offers little hands-on help 
tomanagers. 

The real hope lies with 
| mainstream venture cap- 
italists such as Nomura’s 
Jafco. The firm is said to be 
slowly changing its thinking, chasing youn- 
ger, riskier start-ups instead of traditional 
late-stage investments. Takashi Mizuno of 
Venture Enterprise Centre, a government- 
affiliated research firm, puts the change 
down to the creation of new public equity 
markets for venture business that opened in 
December; and to Nasdaq Japan, a joint ven- 
ture between America’s Nasdaq and Soft- 
bank that opens this summer. 

Now that a market for young, high-tech 
companies has begun to come together, says 
Mr Mizuno, Jafco has become more inter- 
ested in helping firms get the highest price on 
offer. This inevitably involves a more 
hands-on style. And if Jafco fails to do some- 
thing, its staff might take matters into their 
own hands. Last year Kazutaka Muraguchi, 
one of Jafco’s star employees, left to start his 
own high-tech venture-capital boutique, 
called Nippon Technology Venture Partners. 
Though small, the boutique has already won 
plaudits from businessmen. 

Money is seldom a problem in Japan, the 
country that is home to one-third of the 
world’s savings. What matters is how itis put 
to use. If Japan's financial skills come to 
match its technology, the likes of Mr Hide- 
kawa will have a bright future. But that will 
require a change of approach every bit as 
thorough as the one now powering Japan’s 
new-venture boom. 











Financial journalism 


Paper wars 


LONDON AND NEW YORK 


TIS, in some ways, the best of times for the: 

Wall Street Journal and the Financial. 
Times. The Internet boom has boosted the 
Journal's advertising revenue by 40% ove 
last year; at the rr (part-owner of The Econo 
mist) it is up around 36%. Everybody want: 
“brand” and “content”, which both compa 
nies have in spades; the share prices of the. 
papers’ parent companies, Dow Jones and 
Pearson, have leapt. Yet it is a worrying time, 
too. Both papers face new competition— 
from online services and from each other. 

Since the rr launched its American edi- 
tion in September 1997, circulation. has 
jumped, reaching 102,000. in December 

1999--not yet a serious threat to the Journals 
1.7m, but uncomfortable for an incumben 
whose circulation has slipped by 7% over: 
decade. Now Dow Jonesis hitting backin the 
FT’s own territory. Hence the relaunch, ear 
lier this month, of the Wall Street Journal Eu-. 
rope, with more staff, more technology cov- 
erage and a less archaic front page. si 

Now comes the FT’s second strike: the 
launch, on February zist, of FT Deutschland, 
a German-language daily business newspa 
per. Pearson will not say how much this new 
venture is costing, but 100 new journalis 
(some of whom have left before the launch 
do not come cheap. Running the paper as 
joint venture with Gruner + Jahr, Bertels- 
mann’s magazine arm, offsets some risk; but 
joint ventures bring their own problems. 

So why take the risk? Because Germany 
is Europe’s biggest market, which the Fr, 
with a circulation there of 22,000, has barely: 
penetrated. And German business journal: 
ism is stodgy and slow. When Oskar Lafon- 
taine resigned as finance minister at 6pm, 
the German papers scraped a mention, 
while the rr had the full story. But now the 
Journal has weighed in with the compe: 
tition. Handelsblatt, Germany’s main busi- 
ness daily, has a Journal editor in its offices, 
and is using Journal copy. The front page ís 
already livelier. 

But the real focus of the battle is now on 
line. Here, the competition is not betweet 
the quality of journalism but between tl 
companies’ strategies. Dow Jones has one 
big advantage: its newswire. While other 
newspapers worry about how to deliver th 
immediacy that the Internet demands, Dow 
Jones is already in the business of up-to-the- 
minute news. With the newswire, the paper 
and dedicated online editors and writers, it 
has 1,500 editorial staff. The rr, with 350 jour- 
nalists on the paper and another no working 
online, is small by comparison. 

Dow Jones has stuck to the model of 
charging for its online newspaper. The Jour- 
nal’s web edition is frequently updated and 
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per parent, with the same typeface and long 
articles that most readers print off. It had 
375,000 paid subscribers ($29 for print-edi- 
tion subscribers, $59 for the rest) in Decem- 
ber 1999, up from 266,000 a year earlier-~a 
real business with real revenues. But else- 
where the subscription model is being aban- 
doned. TheStreet.com, a much-hyped but 
now troubled online rival to the Journal and 
the rt, has recently had to move away from it 
and offer plenty of free content, and is now 
looking for a buyer. 
Critics argue that Dow Jones has missed 
an opportunity. Its DowJones.com site has 
not been well marketed. And wsj.com 
should have been able to exploit the best 
brand for the biggest bull market in history. 
Yet instead of creating a web-based business 
with a huge market capitalisation, it has 
treated the Internet as just another distribu- 
tion channel. Gordon Crovitz, who runs 
Dow Jones's electronic publishing, rejects 
‘both charges, pointing out that the leap in 
the company’s stock price is down to an- 
alysts’ approval of its web strategy. 
Perhaps wisely, given the imbalance in 
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resources, the Fr is moving towards a model 
of web publishing that avoids direct compe- 
tition with the Journal. It has given up the 
corporate market: in January, it sold rr Pro- 
file, an archive for corporate intranets, to 
Lexis-Nexis, a subsidiary of Reed Elsevier. “It 
wasn’t large enough to compete,” says John 
Makinson, finance director at Pearson. 

The rt is instead using the paper's brand 
to create a business portal. The journalism is 
different: the paper is broken up into 15 sub- 
ject areas, news stories are shorter, and back- 
ground pieces are broken up into chunks 
that are easily read on screen. There are 
sports, restaurant, travel and other partner- 
sites to click through to, and a business-ori- 
ented search engine. The content (aside from 
a few bits of the archive) is free. 

The biggest challenge for the FT is tointe- 
grate the paper’s journalists with its dot.com 
journalists. The 25% staff increase over the 
past four months has been disruptive; paper 
journalists look down on their less experi- 
enced, lower-paid dot.com colleagues. Yet 
they will have to learn to work together be- 
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has more technology, but it looks like its pa- cause, says Peter Martin, deputy editor of the 





paper and editorial director of the web edi- 
tion, “the aim is to bring the entire intellec- 
tual engine of the paper on to the web.” 

Last year, the company spent £40m 
($65m) on rr.com. Revenues were around 
£7m. FT.com’s strategy relies on Internet ad- 
vertising taking off. If it does, the Internet will 
open up markets that the rr could not have 
dreamed of when distribution relied on 
printing plants and newspaper boys. But if 
instead the Journal’s model is right, the In- 
ternet may help it to dominate the world’s 
business newspaper market. 
ce ip EE ETE, | 


Asian telecoms 


Li v Lee 


HONG KONG 


N UPSTART Internet firm with a 33-year 
old boss, no profits, and a business plan 
as fuzzy as it is bold muscles in on a merger 
between two telecoms utilities. And in Asia, 
too. No wonder the stockmarket is excited. 
Pacific Century CyberWorks (pccw) is less 
than a year old. But since February nth, 
when it announced plans to bid for Hong 
Kong’s former telecoms monopoly, Cable & 
Wireless nxt, which was itself already in 
talks to merge with its counterpart in Singa- 
pore, SingTel, the young company’s market 
value has soared to more than $30 billion. 
The Internet is, of course, part of the allure of 
pccw’s offer, which was still being ham- 
mered out as The Economist went to press. 
But it does not hurt that the raider seems too 
well-connected to fail. 

His name is Richard Li and he is an entre- 
preneur, with a degree in computer engi- 
neering from Stanford University and a taste 
for deal-making. In his 20s, he created Star Tv 
to beam television into Asian homes from 
satellites. Mr Li sold Star tv to Rupert Mur- 
doch in 1995. Since last year, he has been try- 
ing his old idea from another angle: why not 
pump the Internet into Asian households, 
using cables or satellites, which have more 
bandwidth than the copper wires 
most people now use? Several 
scores of deals later, Mr Li’s com- 
pany, pccw, has become the dar- 
ling of Asia’s Internet investors, 
with a market value exceeding that 
of Amazon. 

That is half the story. The other 
half is Mr Li’s father, Li Ka-shing. 
The older Mr Li is the most power- 
ful tycoon in Hong Kong. Through 
his two listed holding companies, 
Cheung Kong and Hutchison 
Whampoa, he rules an empire 
spanning property, ports, and 
much else, including Hong Kong's 
biggest mobile-phone operator. 

People who know the younger 






Mr Lisay that he is desperate to prove he can 


go it alone. Yet his father’s connections are 
hard to ignore. Last year, when pccw leap- 
frogged the normal land-auction process in 
Hong Kong to win a government mandate to 
build a complex of hot-wired office blocks, 
those who missed out complained that Li 
family connections had played a part. 

The Li factor may now come into its own. 
A source close to the negotiations confides 
that pccw is “preparing for a 100% merger” 
and “togoit alone”. But analysts are sceptical 
as to whether it can. Britain’s Cable and 
Wireless, the majority owner of uxt, will not 
consider a pure paper deal. And although 
pccw this week raised several billion dollars 
from a whirlwind share issue and bridge 
loans, that is not enough to buy uxt, which 
has a price tag of at least $40 billion. 

So Mr Li will probably have toassemble a 
consortium for his bid. One possible mem- 
ber is Hikari Tsushin, a Japanese mobile- 
phone retailer and venture-capital firm (see 
page 61), which is already a partner of 
pccw's. But analysts expect the older Mr Lito 
be involved too. He has already made a kill- 
ing from a big investment in Orange, a British 
mobile operator that was bought by Man- 
nesmann before the German firm itself be- 
came the target of Britain’s Vodafone Air- 
Touch. This gives Li Ka-shing a direct line to 
Vodafone, which may itself decide to enter 
the bidding for uxt. 

Then there are the Lis’ connections in 
government, in both Hong Kong and Beijing. 
Officially, nothing about the battle for con- 
trol of nxt is political. On February 16th 
China Telecom, which is controlled by Beij- 
ing and owns more than 10% of xr, denied 
reports that it is in talks with Richard Li 
about entering a consortium. Yet, Singapore 
rivals Hong Kong as a regional business cen- 
tre. By coincidence, SingTel, too, is run by a 
well-connected second son with a degree 
from Stanford University: Lee Hsien Yang, 
son of Lee Kuan Yew, Singapore’s founding 
father and senior minister. To the powers in 
Hong Kong and Beijing, the Hong Kong Lis 
are decidedly more palatable than the Singa- 
pore Lees. All this goes to explain why HRT 
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wanted to cap the voting rights of Singa- 
pore’s government to 29.9%, even though, as 
majority owner of SingTel, it would hold 
more than 40% of a combined entity. 

Yet what exactly would x" do for Rich- 
ard Li? It generates a lot of cash. Its 3m fixed- 
line customers would be useful for market- 
ing purposes, as would the 700,000 subscrib- 
ers to HKT’s Internet service. A twist that has 
not gone unnoticed is that HKT also has a 
joint venture with Mr Li’s old Star tv. But the 
main attraction for pccw is the 80% of Hong 
Kong households that HKT has “passed” 
with “apst” lines, which are designed to 
carry the sort of broadband Internet services 
that pccw wants to supply. 

That sounds good, except that pccw’s 
goal is to become the biggest provider of 
broadband Internet service in Asia. The 
Hong Kong market is tiny, and pcew is pay- 
inga lot togetits hands on it. This acquisition 
amounts to “buying an elephant to get the 
tusks,” says one analyst. Even hiving off parts 
of xr after a merger would be difficult, be- 
cause “who wants to buy the torso?” Unless, 
thatis, there is room in the family attic. 
—— | 





Bertone 


Fast mover 


TURIN 


TS illustrious name goes back almost a 
century. However, Bertone, a specialist car 
designer and manufacturer based at Gru- 
gliasco, just outside Turin, is not resting on 
past glories. Indeed, it is growing faster than 
ever. This year it will almost double its work- 
force to 2,200, while production is expected 
to leap from 15,000 cars to around 60,000. Its 
unlikely success asa partner with leading car 
makers is a credit to Bertone’s nimble man- 
agement. But it also reveals much about the 
changing nature of the global car industry. 
“We are too big tosurvive on very limited 
production like, say, Lamborghini,” says 
Paolo Caccamo, Bertone’s chairman and 
chief executive. “But we are also too small to 
produce the really big volumes required for 
the mass market.” The firm’s strategy is 
therefore to sit in the middle as a niche man- 
ufacturer, producing specialist vehicles for 
such firms as Bmw, Fiat and Opel. It has con- 
tracts to make coupé and cabrio versions of 
the new Vauxhall Astra, and a convertible 
model of the Fiat Punto, as well as a deal with 
BMW to produce the c1,a new two-wheel hy- 
brid vehicle designed for town driving. 
Customers wantcars that stand out from 
the crowd, and they seem to like the sort of 
coupés and convertibles that Bertone makes. 
It is a niche that big firms may also increas- 
ingly try to fill: Mr Caccamo knows thateven 
the largest firms want to become specialists 
themselves, experimenting with the flexible 
manufacturing lines that are required for 
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Bertone’s overheads 
low-volume production. 

For the moment, though, Bertone is well- 
placed. The firm’s traditional strength was as 
a car designer—Bertone’s Alfa Romeos were 
famous in the 1960s. These days, good design 
is not by itself enough to attract business. Mr 
Caccamo has added top-class engineering 
and manufacturing to make Bertone a one- 
«top shop capable of everything except sales 
and marketing, activities it is happy to leave 
to others. 

Even so, Bertone has to produce cars toa 
standard that is at least as good as those of a 
larger firm. For this it needs technology and 
operating structures that are similar to those 
of the big car makers, particularly for buying 
components and for engineering and qual- 
ity control. As a medium-sized firm, it must 
pick with care where it invests. Mr Caccamo 
reckons that he has spent €71.7m ($70.4m) 
on Bertone’s plant and systems in the past 
three years. However, he points out that the 
firm cannot afford as much automation as 
larger rivals, because volumes are too low to 
justify the capital investment. Only Ber- 
tone’s paint-shop is fully automated. Else- 


BUSINESS 


where in its factory, robots are scarce. 

Bertone’s biggest challenge is to manage 
the economics of its production. To be com- 
petitive with its clients’ own operations, its 
unit costs had to be only slightly higher than 
those of standard models. That requires high 
levels of operating efficiency. It also means 
that Bertone must sometimes use the greater 
muscle of its partners when buying compo- 
nents. But Mr Caccamo says the firm’s pro- 
duction lines can be competitive at annual 
volumes of only 30,000-40,000 units. For in- 
stance, the projected annual volume for the 
Astra coupé, which will shortly go into pro- 
duction, is around 40,000. 

As Bertone expands, it faces greater fi- 
nancial risks. The firm is wholly owned by 
the founding Bertone family. To date it has fi- 
nanced itself almost entirely from free cash- 
flow, relying on occasional bank borrowing. 
Mr Caccamo says that it might have to tap It- 
aly’s nascent market for corporate bonds in 
order to afford future investment. Alterna- 
tively, the family might decide on a partial 
stockmarket flotation. 

A trickier issue is whether Bertone can re- 
main independent. For the moment, 
consolidation among the big car producers 
has enhanced Bertone’s role as a niche man- 
ufacturer. A handful of firms in Europe, in- 
cluding Valmet in Finland and Steyr in Aus- 
tria (itself owned by Magna, a Canadian 
components maker), are benefiting from the 
trend for large car makers to outsource their 
production (arguably, only Pininfarina, a lo- 
cal rival to Bertone, offers a similar full-ser- 
vice approach that includes design). 

In the long run, however, Bertone will 
have to grow bigger if it is to earn the profit 
margins that it needs to sustain investment. 
Ifitever falls behind its customers, its market 
will inevitably shrink, perhaps even disap- 
pear. Mr Caccamo has exploited the fashion 
for contracting out and brought Bertone to 
the brink of unprecedented success. The 
next few years will determine whether it can 
reach a higher level. 

——— 





Brazil's industrial policy 


Bungle in the jungle 


MANAUS, BRAZIL 


The creation of a huge low-tax, high-tech manufacturing zone in the Amazon 


has done more harm than good 


HY on earth did Brazil plonk its elec- 

tronics industry 1,750km (1,100 miles) 
up the Amazon river, slap in the middle of 
the rainforest? The answer is older than the 
country itself. More pressing questions are: 
would any of the factories in Manaus, Ama- 
zonia’s biggest city, survive the ending of the 
tax breaks that took them there—worth 
more than 3 billion reais ($1.7 billion) last 
year? And whateffect has this generous pol- 


icy had on the rest of Brazil’s firms? 

First, a potted history: under the 1494 
Treaty of Tordesillas, an imaginary north- 
south line was drawn across an uncharted 
part of the globe, 370 leagues west of the 
Cape Verde Islands. Spain was to rule over 
anything to the west of the line, Portugal any- 
thing to the east. Soon afterwards, Portu- 
guese pioneers stumbled upon a huge new 
landmass that spanned the line; they called 
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it Brazil. Through a mixture of KN 
and might, the Portuguese eventually 
claimed most of Amazonia for their own. 
But the fear that somebody may try tograbit 
back became embedded in Brazilian mili- 
tary thinking, When the generals took over 
in the mid-1960s they decided that the terri- 
tory had to be colonised by as many people 
and buildings as possible. 

Hence the creation of a Zona Franca in 
1967. In its various guises this low-tax zone, 
centred on Manaus, has been intended to 
persuade businesses to ignore the obvious 
inconvenience of being distant from raw 
materials, suppliers and customers. But the 
military objective of occupying territory 
soon became entangled with an economic 
one: Brazil wanted to reduce its heavy de- 
pendence on imported consumer goods, es- 
pecially expensive electronic ones. Since 


other countries were promoting industrial . 


parks in underdeveloped places, why not 
promote one there too? 

The policy was at least a military success. 
Manaus grew rapidly, and now has a popu- 
lation of 1.2m. Much of Brazil’s considerable 
output of televisions, videos, hi-fis and other 
manufactured goods, from shavers to mo- 
torbikes, is made there. But in economic 
terms, it has been an expensive disaster, say 
the critics. These include industrial lobby 
groups elsewhere in Brazil, who as- 
sert that many of the “manufactur- 
ers” in Manaus are actually screw- 
driver plants, assembling goods 
from components shipped in from 
abroad. The rest of Brazil’s busi- 
nesses bear the high taxes that pay 
for all this folly. 

The admirably detailed figures 
that are published by Suframa, the 
government agency that runs the 
Zona Franca, show that the critics 
are exaggerating, but only a little. 
Local value-added (ie, sales less 
parts and materials bought from 
outside the region, as a proportion 
of revenues) was only 57% last year. 
The big devaluation of the real in 
early 1999 made things worse, by 
adding to the cost of imports. But 
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local value-added ‘had been slipping for 
years, with firms recently buying less than a 
quarter of their parts and materials from 
Amazonia and around half from foreign 
countries. The zone’s sales have been slip- 
ping since 1996, and the number of jobs that 
it offers—the main reason for its existence, 
remember—has fallen well below the levels 
of the late 1980s (see chart). 

Some big firms continue to invest in the 
region. Multibras, which is American- 
owned, spent $40m in 1998 on a new factory 
to make air-conditioners and microwave 
ovens. But itand other firms still locate many 
of their plants, usually without tax breaks, in 
southern Brazil, the country’s industrial 
heartland, or in emerging manufacturing 
zones on the north-east coast. When they are 
made in Brazil, high-value components such 
as cathode-ray tubes for televisions and 
compressors for refrigerators tend to come 
from southern states such as Sao Paulo and 
Santa Catarina, where firms have situated 
most of their research and product-design 
facilities. 


Up the creek 


With a few exceptions, such as Honda's giant 
Manaus plant, which makes motorbikes 
from scratch, the Zona Franca has failed to 
get much beyond serving as an assembly 
line. In particular, it has not seen the cluster- 
ing of firms and suppliers that is needed to 
create a self-sustaining industrial centre. Al- 
though devaluation boosted the zone’s ex- 
ports toa record $372m last year, its trade bal- 
ance was $1.8 billion in the red. Suframa, and 
local politicians, talk of an export boom 
solving the Zona Franca’s problems. But the 
Brazilian Development Bank (BNDES) seems 
less optimistic. It has called for mergers and 
capacity cuts among the zone’s electronics 
firms, and revealed that three of them— 
Sharp, Gradiente and cce—were in talks. 
Although the zone’s tax breaks are guar- 
anteed in Brazil’s constitution until 2013 (lo- 
cal politicians are lobbying for an extension 
to 2023), their relative advantages may be 





eroded rather sooner: Congress recently 






voted to continue a scheme that offers simi- 
lar tax breaks to makers of information-tech- 
nology products in all areas of Brazil. Does a 
product such as a hi-fi or a television qualify 
if it is equipped with an Internet browser to 
download songs and videos? 

Nilton Sacenco, Suframa'’s deputy su- 
perintendent, says that new rules will distin- 
guish between a computer with good speak- 
ers (tax breaks available all over Brazil) anda 
domestic appliance with added Internet ac- 
cess (tax breaks in Amazonia only). But an- 
other layer of rules is about the last thing that 
Brazilian industry needs. To minimise fid- 
dies and allegations of screwdriver plants, 
Suframa already requires firms to submit de- 
tailed plans of exactly which manufacturing 
processes they will use in their Zona Franca 
plants. Factory bosses in Manaus privately 
complain that benefits from tax breaks are 
largely offset by the suffocating effects of Su- 
frama’s huge bureaucracy. 

One result of the scheme is that Brazil’s 
industry is scattered illogically over its terri- 
tory, adding to the so-called “Brazil cost”. 
Another is to limit industry’s ability to adapt 
quickly. This is because any firm wanting to 
make changes to its manufacturing process 
needs first to seek approval. If it does not, it 
risks losing its tax breaks. 

In Manaus, local politicians keen to keep 
the current regime argue that the presence of 
the factories has given people seeking to 
make a living an alternative to chopping 
down the rainforest. However, the policy’s 
effect on Manaus itself has been malign. The 
recent downturn in the zone’s output sug- 
gests that the region is vulnerable to sudden 
changes in fortunes—just as it was 90 years 
ago, when competition from South-East 
Asian plantations wiped out its rubber-tap- 
ping industry. Agriculture and tourism, two 
industries that are well-suited to Amazonia 
and are potentially big providers of jobs, 
have been largely ignored by the tax rules. 
Consider the absurdity of a city in the mid- 
dle of the world’s biggest tropical forest hav- 
ing to ship in a large proportion of 
its fruit and vegetables. 

Mr Sacenco says that govern- 
ment agencies like his are begin- 
ning to learn from their mistakes, 
and are now encouraging more in- 
vestment projects that take into ac- 
count the region’s natural advan- 
tages. But it would surely be better 
if Brazil first simplified and re- 
duced the tax and regulatory bur- 
den on all businesses (congress- 
men, ministers and state governors 
continue to squabble over propos- 
als to take a step towards this). If it 
did, improving the infrastructure 
and public services of the country’s 
underdeveloped interior might 
really do some good. 
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FACE VALUE 


A second chance 


Is Andre Lee, who lived through a dark age in Asian finance, about to 
help usher in its renaissance? 


6 HERE'S nothing like getting up in the 
morning and knowing that, however 
bad yesterday was, today will be worse,” recalls 
Andre Lee. That was in the winter of 1997, when 
he shot to notoriety by bringing down Pere- 
grine, one of Asia’s best-known investment 
banks, almost single-handedly—or so it is now 
remembered. Today, Mr Lee has more grey 
patches in his cropped hair, but his eyes have 
regained their sparkle. That is because of his re- 
demption. In a business where people do not 
always get a second chance, Mr Lee is launching 
an investment-banking service that may not 
only make him rich, but also help to cure some 
of the ills that led to the Asian financial crisis. 

Not that the redeemed Mr Lee would ex- 
press his idea in such grandiose terms. These 
days he his humbler than that. Gone is the 
brash young man who gave affront to his dour 
South Korean countrymen by driving around in a red Ferrari (one 
of only a handful in South Korea until it was crashed by a friend, 
provoking widespread Schadenfreude). 

Peregrine was a victim of the maelstrom of Asia’s financial col- 
lapse. As the near-autonomous head of the bank’s bond business, 
Mr Lee contributed hugely to the disaster by lending a quarter of 
Peregrine’s equity to Steady Safe, an Indonesian taxi company 
with connections to the Suhartos, then Indonesia’s ruling family. 
The firm proved neither steady nor safe; when the crash came, it 
swept away Mr Lee, and all those close to him. As bank failures go, 
Peregrine’s was as famous as that of Barings. 

After the collapse, Mr Lee disappeared for a while. But his time 
was not wasted. Asa student, Mr Lee had spent a freezing winter in 
a Zen monastery in Kyoto, Japan. That philosophical streak stood 
him in good stead after Peregrine’s collapse. He took stock and re- 
flected on the crisis—his own and Asia’s. Like many others, he con- 
cluded that the rot in Asian finance stems from a lack of transpa- 
rency and liquidity. Unlike most, however, he came to believe that 
there might be a solution: the Internet. 

He accordingly founded a company called 01 Inc, which strad- 
dles the worlds of finance and cyberspace. (The “o1” stands both 
for the binary digits of computer code and for the basis-point no- 
tation used by bond traders.) Its product is a website, called Deal- 
Composer, which is to be launched this month. This allows com- 
panies, especially small and medium-sized Asian firms that often 
struggle to get financing, to raise capital online, without being at 
the mercy of a few powerful investment banks. 

The idea, says Mr Lee, is to break a process | Leewa 
that usually seems arcane into straightforward 
steps. Say you are a finance director of a South 
Korean manufacturer and you need money. Log- 
ging on to DealComposer, you can design a struc- 
ture to suit the regulations imposed on the inves- 
tors you plan to court: pension funds in Britain, 
for instance. You can then reveal your identity bit 
by bit, so as to gauge interest in your bonds or 
shares. At some point you may wish to introduce 
yourself properly—online, of course. From there 
you can go on to documentation, due diligence 
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needed offline are the lawyers’ signatures. (Mr 
Lee is working on that.) 

In theory, the savings are large. A $50m, 
five-year bond issue for an Asi-n firm now 
costs as much as $5m in fees to bankers, and it 
can take eight months to arrange. Mr Lee reck- 
ons that on DealComposer it would cost a 
tenth of this in fees (to him) and take half as 
long. If so, investment banks in Asia (and be- 
yond) could be “disintermediated”, as borrow- 
ers and lenders contact each other direct. 

Yet the wider vision is even more arresting. 
In his own mind, Mr Lee is taking on the stuffy, 
cosy world of investment bankers, who intimi- 
date clients with jargon, and who offer them a 
bunch of services that are awkwardly bundled 
and sloppily priced. The man who earned his 
living partly through connections when he was 
at Peregrine now wants to take the mystique 
out of investment banking, DealComposer will guide issuers 
through the process, helping them to separate the hard, analytical 
and functional aspects of raising capital from the schmoozing. 

In fact, because the service promises to prise open the market, 
Mr Lee sees some banks as allies; he plans to give them DealCom- 
poser free, so that they can talk their clients through it. “You can be 
an investment boutique in Thailand with three guys,” he says. 
“With DealComposer, all of a sudden you've got power.” If lots of 
new borrowers and lenders can come into a market that suddenly 
depends on genuine investment criteria rather than on connec- 
tions, it will be a blow against cronyism. 


NewDealProposer 

Anoble aim, ifa starry-eyed one. Mr Lee’s idea may well fall short. 
As he himself concedes, investment bankers provide links with 
the right kind of investors and a feel for the market. Moreover, 
some of the largest also provide an imprimatur of business 
respectability on the borrower. Many issuers think all this is worth 
paying extra for. And there is nothing to stop investment banks 
from offering deal composers of their own on their own websites. 
Indeed several investment banks are already thinking along.the 
same lines as Mr Lee. 

Yet even if imitation would be bad for Mr Lee, it would be good 
for Asia. And notjust in finance. Seeing Mr Lee amid his colleagues 
in Seoul, in their t-shirts and khakis, taking “creativity breaks” at 
the off. ping-pong table, you cannot help but wonder whether 
he might not be setting an equally important ex- 
ample to entrepreneurs in his home country. 

Of the 70 bright minds he has so far hired, 
about half are Korean; the others are Chinese, In- 
dian and American. Mr Lee detects a “hotbed” of 
underused talent in South Korea. The country 
suffers from its unwieldy conglomerates, or chae- 
bol, with their stifling business cultures and hi- 
erarchies, as well as from the aftershocks of the 
crisis. If, as well as shaking up Asian investment 
banking, Mr Lee can also show a new generation 
of South Koreans all the benefits of an open inter- 
national business culture, he will have more than 








and syndication or auction. The only things still 
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redeemed his earlier mistakes at Peregrine. 
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E-cash 2.0 


SAN FRANCSCO 


FINANCE AND ECONOMICS 


Digital currencies are sprouting all over the Internet. But virtual money does 
not yet pose a serious threat to the real thing 


ONEY has always been a sexy topic, As 

has technology. So the hype that 
greeted the arrival in the mid-1990s of several 
digital kinds of cash should not have been 
surprising. Some predicted that private elec- 
tronic currencies would swiftly compete 
with dollars or p-marks. Central bankers be- 
gan to worry that—perish the thought!— 
they might become obsolete. 

The reality has proved much less excit- 
ing: for electronic cash has 
flopped badly. Its issuers either 
went bankrupt (DigiCash), 
dropped the product (Cyber- 
Cash) or moved into another 
business (First Virtual Holdings, 
now MessageMedia). On the In- 
ternet, almost all payments are 
still made by unsexy credit cards. 

In fact, digital cash was always 
a long shot. Around the world, 
money brings out a conservative 
streak. Even in America, it took 
decades to establish the credit 
card. And the first generation of e- 
cash was hardly an attractive pro- 
position. Consumers had to in- 
stall special software. Worse, they 
could spend their e-cash in only a 
very few places, 

Despite that sobering experi- 
ence, a second generation of fi- 
nancial firms is now giving e-cash 
another go, online. Hardly a week 
passes without a start-up ven- 
ture—-usually American-~announcing a 
new form of electronic money. And this 
time, the prospects look rather better. 

There appears now to be genuine de- 
mand for an online alternative to credit 
cards, which the rapid growth of e-com- 
merce is bound to fuel. Sometimes, consum- 
ers will wish to remain anonymous. Many, 
particularly outside America, have no access 
to plastic money. Some are too young. And 
auctions and other sorts of consumer-to- 
consumer e-commerce have created a need 
for online payment between individuals. 

Asurvey carried out by Jupiter Commu- 
nications last year found that consumers are 
dissatisfied with the way they spend their 
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money online (see chart on next page). Jupi- 
ter predicts that the hegemony of credit 
cards online will wane—but not much. It 
forecasts a drop from 95% to 81% of the value 
of such transactions by 2003. 

Merchants, for their part, might wel- 
come digital cash—after all, credit-card costs 
take a hefty bite out of their revenue. Thatisa 
particular problem for the growing number 
of websites that sell cheap items—single 
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songs, say. Most of the new financial firms 
working on e-cash are looking at “micropay- 
ments”—-meaning purchases costing from a 
tenth of a cent to $10. One way to make such 
tiny sales worth a merchant's while is tostore 
value in an online account and deduct small 
purchases. 1ClickCharge pioneered this ap- 
proach. Two big computer firms, Compaq 
and iem, have developed similar technol- 
ogy. Other firms, such as gpass, make no ini- 
tial charge, but accumulate payments and 
deduct the balance from a credit card. Triv- 
net and [Pin are using Internet service pro- 
viders to track customers’ on-line spending 
and add it to their monthly bill. 

Useful as these services may be, they are 





little more than an extension of existing pay- 
ment systems. Another group of firms is try: 
ing to go further. Robert Levitan, chief execu- 
tive and founder of a company called 
flooz.com, blames the failure of the first gen- 
eration of e-cash on its lack of a compelling 
application. Flooz’s answer is gift certificates. 
Corisumers need them, says Mr Levitan, be 
cause they often lack time and giftideas; And. 
merchants like them, because consumers 
tend to spend them more readily than cash. 
In this system, present-givers, using a credit: 
card, pay money into an account. They then 
e-mail it to the recipient, who can spend it at 
any of 68 merchant “partners”. $5m-worth 
of f.ooz certificates are “in circulation”. 
Another company, Beenz.com, is taking. 
a different approach. What Philip Letts, its 
chief executive, calls its “big gotcha” is that 
corisumers can earn “beenz” simply by be- 
ing online. About so websites use them to” 
pay people for visiting, filling in 
online surveys or shopping. 
Beenz can be spent at other web- 
sites. The firm sells its currency to 
partner merchants at a rate of 100 
to the dollar, of which half is its 
commission; so one. beenz is 
worth: half a cent. A similar 
scheme, run by Cybergold, even 
allows “cyberdollars” to be con- 
verted into real bucks, 
A more significant source of 
competition may come from the 
offline world. Starting in May, the 
38m. members of American Air- 
lines’ frequent-flyer programme 
will be able not only toearn mile: | 
age points by purchasing goods: 
and services on AOL, the world’s” 


also be able to spend them there. 
To. keep their mileage programs 
attractive, other airlines may have 
to follow suit. This could unlock 
considerable buying power: Fre- 
quent Flyer Services, a consultancy, esti- 
mates that there are currently more than 3- 
trillion unused air-miles. Since airlines sell. 
miles for between one and three cents, that: 
lot will be worth somewhere: between $30 
billion and $90 billion. 

Schemes such as Beenz and Cybergold, 
are, in essence, rewards programmes. David. 
Birch, director of Consult Hyperion, a British 
e-cash consultancy, argues that, since con- 
sumers cannot pay each other with beenz or 
mileage points, they do not qualify as genus; 
ine digital money. One technology that does ~ 
is PayPal, developed by Confinity. After 
opening an account on the company’s web- `: 
site, people can e-mail dollars to others. Or 
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largest online service. They will. 








users can download money to one Palm 
handheld computer and transfer it to an- 
other via infra-red signals. 

Another firm, e-gold, also enables indi- 
viduals to exchange money easily, but in a 
rather unusual way that creates a sortof gold 
standard for the Internet. Customers fund 
their online accounts by buying gold or other 
precious metals. They can then transfer units 
of those metals (measured in weight) on e- 
gold’s website by entering a recipient’s ac- 
count number and a password. E-gold, 
which is rooted in libertarian thinking, has 


an ambitious vision of a “risk-free” financial 


system whose currency is fully backed by a 
physical commodity. 

Other private currencies are in use on the 
online barter exchanges set up recently by 
such firms as BarterTrust, Big Vine and Lasso- 
Bucks. To make cashless exchanges of goods 
and services easier, they have had to create 
their own trading currencies. To establish 
trust in them some even have monetary gov- 
emance structures. BigVine, for example, is 
trying to patent its “monetary policy”. 


Falling short 


This new generation of e-cash firms appears 
to be getting more things right than its prede- 
cessor did. Confinity boasts 185,000 custom- 
ers, Flooz.com about 450,000 and Beenz.com 
more than 720,000. Most of them are grow- 
ing rapidly—-partly because they usually pay 
new users $10 apiece. 

But the schemes are far from the digital 
ideal. Most keep track of what users buy, and 
so fail to meet demands for anonymity and 
privacy. And many limit how their money 
can be spent. The products that offer the 
most anonymity and liquidity--especially if 
they can also be spent offline—have the best 
long-term prospects. Confinity’s technol- 
ogy, for example, will soon be available for 
cell phones. Users will be able to beam 


“money to vending machines—a service al- 














ready on trialin Finland (albeit using differ- 
ent technology). 

Even if e-cash version 2.0 fails, there will 
certainly be a version 3.0—not least because 
technology is making it increasingly easy to 
come up with new schemes. Oakington, a 
British firm, has developed a standard soft- 
ware platform that other organisations can 
use to issue their own currency. The system 
boasts some subtleties. It allows for auto- 
matic payment of taxes and “time escrow’, 
so that a transaction does not clear before 
goods are delivered. 

Technology will also make it possible— 
and cheap—to turn financial assets such as 
mutual funds into money. There is no rea- 
son, argues Hyperion’s Mr Birch, why con- 
sumers should not be able to pay their bills 
directly with units of a mutual fund, instead 
of having to go through a bank. 

If the new e-cash proves hugely success- 
ful, will consumers start to prefer it to na- 
tional currencies? That is unlikely. It will be a 
long time before consumers have the same 
trust in electronic bills issued, say, by Micro- 
soft as in such proven brands as the dollar or 
the p-mark. A rational choice: companies go 
bankrupt, but the Fed has staying power. 

Yet, even if their currencies are unlikely 
to be wholly replaced by digital creations, 





NEW YORK 


RADITIONAL banks have been scared 

of Microsoft since 1994, when Bill Gates 
dismissed them as “dinosaurs”. Their 
nerves will not have been calmed by the 
software giant’s decision to devote some of 
the advertising blitz surrounding the 
launch of its new system, Windows 2000, 
to VirtualBank, an online bank that will 
not actually welcome its first customer un- 
til next month. But then, given the travails 
of some existing Internet lenders, Microsoft 
may be wise to identify itself with a busi- 
ness that is virgin as well as virtual. 

The best-known online bank in Amer- 
ica, Wingspan.com, has been a disappoint- 
ment, according to Robert Sterling, an ana- 
lyst at Jupiter Communications. Its costs of 
acquiring customers have proved “very 
high”. Shares in E-Loan, the leading In- 
ternet lender, have plunged from a high of 
$74 last July to about $10 now—well below 
their price at last year’s public offering. It 
has been hit by rising interest rates, which 
cut the lucrative market in mortgage re- 
financings. On February 16th, Lending- 
Tree.com, a mortgage broker, managed to 
complete an initial public offering of its 
shares, but to a cool reception. There are 
growing doubts about the approach of 
such firms, which seek out the best mort- 





gage deal for their customers, but arrange 
financing from traditional offline lenders. 

VirtualBank says its customers (when 
it has some) will not be referred elsewhere 
for their loans, credit cards and so forth. In- 
stead, it will shift much of the lending risk 
off its balance sheet by bundling up its 
loans as tradable securities. This should 
protect its customers’ privacy, a growing 
concern in online finance. By having little 
or no branch network, it will be able to pay 
higher interest than traditional banks do— 
though it will also offer customers a hu- 
man interlocutor. It reckons that building 
its technology from scratch gives it an edge 
over the fervent Internet efforts of banks 
such as Citigroup and Chase, which have 
to integrate numerous incompatible exist- 
ing systems. Chris Musto, an analyst at Go- 
mez Advisors, an Internet consultancy, 
says VirtualBank has “a better strategy and 
more money behind them than previous 
Internet-only banks.” 

Incontrast to Wingspan and others, itis 
not going after the mass market. Instead, its 
target is a niche that, as only American 
web-types could, it calls the “new info- 
riche”. These are the people who have be- 
come wealthy during America’s technol- 
ogy-driven boom, but have not yet been 
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offered private banking in a form that | 
meets their technological expectations. l 
The battle for this potentially lucrative | 
niche is likely to be fierce. In January, | 
Charles Schwab, a stockbroker that has be- | 
come a powerhouse of online finance, | 
went after it by buying us Trust, a leading | 
private bank. J.P. Morgan, armed with a | 
new e-business team, will shortly roll out | 
Internet private-banking for people a tad 
less blue-blooded than its traditional clien- | 
tele. Against such household names, Vir- | 
tualBank is hoping to win customers | 
through partnerships with firms that will | 
offer its services to their employees. And | 
then there is its relationship with Micro- | 
soft. According to Rory Brown, the chief ex- | 
ecutive, that “can only get deeper”. 
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central banks cannot afford to ignore other 
_ threats posed by technology. It is, for exam- 
ple, making foreign-exchange transactions 
much cheaper. Services such as PayPal or e- 
. gold might make it easier for residents of a 
country with a weak currency to shift their 
-savings into a stronger one. The dollarisation 
_ of a country might one day become a mere 
_ matter of mouse clicks. Ultimately informa- 
= tion technology could, in theory, lead to a 
— pure exchange economy with real-time elec- 
tronic transactions. And then central bank- 
ers’ nightmares about their own obsoles- 
cence might finally come true. 
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Latin America’s stockmarkets 


High and dry 


SAO PAULO 


OR brokers on Latin America’s stock- 

markets, the news recently has been 
mixed. Share prices have been rising sharply 
and the economic outlook has brightened. 
But there has been increas- 
ing concern that local mar- 
kets, already small and illi- 
quid, may dry up 
altogether. The trouble is 
that some of the most ac- 
tively traded shares are in 
companies being bought 
out by foreign firms, and 
others are increasingly be- 
ing traded in the United 
States. As a result, turnover 
last year on the Bovespa 
(Sao Paulo’s stockmarket) 
was hardly any bigger in lo- 
cal-currency terms than it 
had been in 1998, despite 
share-price rises of 140% in reais, or around 
60% in dollars (see chart). 

Brokers’ fears of being deprived of any- 
thing to trade have been dubbed “the ver ef- 
fect’, because they were set off by last year’s 
buyout of yer, an Argentine oil firm, by Rep- 
sol of Spain, previously a minority share- 
holder. Since then, other deep-pocketed 
Spanish firms have announced similar 
plans: last month, Telefonica, a telecoms op- 
erator, said it wanted to buy all the shares it 
does not already own in two telecoms firms 
in Brazil, one in Argentina and one in Peru. In 
the weeks before Telefonica’s surprise offer, 
trading in Telesp and Tele Sudeste Celular, 
the two Brazilian affiliates that it wants to 
buy, had jointly accounted for about 10% of 
trading on the Bovespa. Earlier this month 
BSCH, a Spanish bank, announced similar 
plans to buy out minority shareholders in 
Banco Rio, an Argentine offshoot. 

In some countries, the sale of state assets 
has been a way of boosting stockmarket li- 
quidity. In Britain, for example, the big pri- 
_vatisation process that began in the 1980s 
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achieved this, partly because the govern- 
ment sold its shares in batches, offering pref- 
erential terms to individual investors. In 
Latin America, by contrast, governments 
have tended to sell shares in state-owned 
firms either to single buyers (often foreign) or 
to consortia. In some cases, as with Telesp, a 
few shares were already traded on the local 
exchange. But the sale of the government's 
majority stake made the company vulner- 
able to Telefonica. A similar fate may befall 
Banespa, a big Brazilian bank. The govern- 
mentis planning to auction its majority stake 
toa single buyer later this year. 

Faced with low liquidity on domestic 
markets, about 200 Latin American firms, al- 
most half of them Brazilian, have made their 
shares available in the United States in the 
form of American Depositary Receipts 
(aprs), thereby reducing trading on domes- 
tic exchanges still further. In Brazil’s case this 
trend accelerated last year after the govern- 
ment reintroduced a tax on all financial tran- 
sactions. Angelo Marca Antonio, a trader in 
the Sao Paulo office of J.P. Morgan, points out 
thatit is international investment banks that 
provide most of the turn- 
over in the Brazilian mar- 
ket; and that they are ex- 
actly the sort of investor 
with the most choice over 
where to trade. 

One solution would be 
to copy Britain and other 
countries by selling shares 
in big state enterprises in 
small blocks, thereby 
boosting the liquidity of do- 
mestic exchanges. Brazil is 
considering doing this 
when it sells a 34% holding 
in Petrobras, the state oil 
firm (in which it has 84% of 
the shares), later this year. There are still 
plenty of state-owned firms; but the govern- 
ment thinks most would fare better if sold to 
a single buyer or toa consortium. 

Another solution, suggests Everett San- 
tos of the Emerging Markets Partnership, a 
Washington, pc-based investment man- 
ager, is for multilateral agencies, such as the 
World Bank and the imr, to push Latin 
American countries to merge their stock ex- 
changes into a single well-regulated market. 
Apart from much swallowing of national 
pride, this would necessitate harmonising 
company law and bringing investor protec- 
tion up to North American standards. Kent 
Hargis, a Latin analyst at Goldman Sachs, an 
investment bank, thinks this might prove 
too difficult. He reckons that, as has already 
happened with some shares, more and more 
firms from the region will go to market in the 
United States, presenting themselves as 
American companies, with American-stan- 
dard accounts, whose operations just hap- 
pen to be abroad. 
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The gold market 


Yellow peril 


LONDON AND NEW YORK 


OLD bugs are a long-suffering yet ro- 

mantic breed. Despite years of declin- 

ing prices, they remain devoted to the glitter- 
ing metal. Until recently, it has been easy to. 

dismiss them as flat-earthers, clinging to out- 

dated ideas. Now, however, it is harder toex- 
plain why the gold price remains solow. © 

This month, some of the world’s leading 
gold producers, including Canada’s Placer 
Dome and Barrick, announced the scaling 
back of their hedging programmes. Hedging | 
involves entering contracts to sell gold in the - 
future for fixed prices—normally in antici 
pation that prices will fall. Since the reduc- 
tion in hedging, producers, for the first time 
in years, have been bullish about gold’s pros- 
pects. A deal between Ashanti, a troubled 
producer, and its hedging partners also te- 
moved a big uncertainty from the market. 

At the same time, turmoil in the bond 
market and a belief that gold was no longer 
destined to fall forever have prompted 
many hedge funds to unwind gold “carry 
trades”. Under these, the funds borrowed 
gold for a small fee from central banks, sold it 
short in the expectation that it could be 
bought back for less in future, and invested 
the money in other higher-yielding assets. 

Despite all this, gold prices have edged 
up by only about 10% this month (see chart). 
Putting aside the gold bugs’ favourite argu- 
ment—that gold is a good hedge against in- 
flation—the underlying supply and demand 
for gold suggest that prices should be rising 
more strongly. In Asia, a big gold market, im- 
proving economies have brought stronger 
demand; likewise, soaring oil prices have 
boosted demand in the Middle East. 

Most important of all, European central 
banks, which had been busily selling their 
gold hoards, last October announced that 
they would tightly restrict their gold sales 
and lending during the next five years. Ex- 
pected sales of gold reserves by the imr were 
also blocked. America’s Federal Reserve, 
which holds most of the remaining official 
stocks of gold, said it would not be selling. 

The market's expectation that the 20,000... 
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be sold has long depressed gold prices. Usu- 
ally, when prices have risen, some central 
bank has taken the chance to sell, thus killing 
any optimism in the market. 

Without this central-bank supply over- 
hang, the equilibrium price of gold would 
now be around $600 an ounce, calculates 
Frank Veneroso, author of the influential 
“Gold Book Annual”. He says the combina- 


British banking 


tonnes or so of official gold reserves would tion of increasing demand and reduced sell- 


ing by producers and hedge funds means 
that, left to the private sector, the gold price 
would now be soaring. But the overhang is 
still there, leading to rumours that some cen- 
tral banker is covertly selling gold. Alan 
Greenspan, the Fed’s chairman, has issued 
strong denials that it is he. But another thing 
gold bugs love is a good conspiracy theory. 
And, after all, if not the Fed, then who? 


Delivering the beef 


Barclays has recovered from two disastrous years, but Matt Barrett, its new 
chief executive, still has his work cut out 


A A study in contrasts, it could hardly be 
starker. When he at last emerged from 
almost five months of self-imposed purdah 
after taking over as boss of Barclays, a big 
British bank, Matt Barrett, although Irish- 
bred, was all North American swagger and 
bonhomie. His predecessor, Martin Taylor, 
was an introspective British intel- 
lectual, an Old Etonian with a 
training in Mandarin Chinese. But 
can Mr Barrett’s new world virtues 
lead the 300-year-old bank back to 
its former glories as one of the 
most innovative in Britain? 

Mr Taylor quit in November 
1998, after failing to persuade his 
board that the bank should split 
its retail and corporate arms into 
separate businesses. Mr Barrett 
tries to be tactful about the differ- 
ences between himself and his 
predecessor. His 37 years of bank- 
ing experience are a help, he says. 
He started at 18, too poor to go to 
university, and has spent 12 years 
running the Bank of Montreal. In 
contrast, Mr Taylor made his 
name in financial journalism, 

But despite Mr Barrett’s charm, 
and his experience as boss of a bank (albeit 
one that is half the size of Barclays), time is 
not on his side. Barclays. suffers from many 
of the same ills: that plagued NatWest, a big 
rival now in the process of being taken over 
by the Royal Bank of Scotland (ras). Like 
NatWest, Barclays expanded rashly into in- 
vestment banking and had to abandon the 
exercise after suffering large losses; and it too 
has failed to exploit its impressive customer- 
base to build a decent life-insurance and 
pensions operation. 

In fact, Barclays too was approached by 
rps last year. But its shareholders, unlike 
NatWest’s, clearly believed it deserved a sec- 
ond chance. And, to be fair, Barclays this 
week produced good pre-tax profits for 1999 
of £2.5 billion ($4 billion), equivalent to a 21% 
return on equity. But this was not enough to 
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revive its share price. Like those of other 
banks, its shares have been in the doldrums 
since last summer, as investors have piled 
into dotcom stocks. Barclays shares have 
fallen by more than a quarter. 

Mr Barrett claims that this does not 
worry him: if he does his job well, investors 





will return. He is dangling some fruit in front 
of them. Profit, after allowing for the cost of 
capital, will, he promises, be doubled every 
four years. And senior managers will be re- 
warded under a new incentive scheme that 
will earn them no bonus at all if the bank's 
performance is no better than average, but 
will pay out American-style (ie, hugely) if it 
beats its rivals. 


Roping the net 

Mr Barrett is deeply sceptical about the cur- 
rent dot.com stockmarket phenomenon, de- 
riding “anorexic virtual banks.” Instead he 
believes that, five years from now, there will 
be no “dot.coms”, merely businesses that 
have either adapted to the Internet or disap- 
peared. This approach is already evident in 
the bank’s advertising for its Internet service, 






joking that its “new-fangled name” is “Bar- 
clays”. The bank plans todouble the number 
of its British net customers to im (out of a to- 
tal of 13m) by the end of this year. And Mr 
Barrett promises soon.to unveil.a technology 
strategy that will not be what Texan ranchers 
call “all hat, no cattle”. 

Rather than build an independent net 
bank, Mr Barrett is planning to focus on 
some old-fashioned products, such as mort- 
gages and the credit-card business, Barclay- 
card. The bank’s share of the home-loan 
market is only 4%, against a 20% chunk of the 
market for current accounts. Barclaycard has 
just turned in a surprisingly strong 20% profit 
increase for 1999, to £40o1m. Mr Barrett sees 
the net, on which the vast majority of pay- 
ments are by credit card, as a great opportu- 
nity. Perhaps. But the fat margins earned in 
these consumer businesses are unlikely to be 
sustainable. Among other competitive pres- 
sures, smaller operators, such as Woolwich, 
are trying to lure affluent customers by offer- 
ing them mortgages bundled with personal 
loans, so that they will not need a separate 
credit-card provider. 

Like every banker these days, Mr Barrett 
is also keen on managing other 
people’s wealth. After some early 
success in selling life-insurance 
and pensions to existing custom- 
ers, Barclays branches have done 
badly at catering to their custom- 
ers’ long-term savings needs. This 
is not just because of their own 
shortcomings, but because cus- 
tomers see that banks rarely offer 
the best value in such products. 

Mr Barrett will have to think 
twice before buying a life-insur- 
ance company to plug the gap. 
NatWest’s attempt to take over 
Legal & General precipitated a 
hostile bid from the Bank of Scot- 
land that ultimately led to the RBs 
takeover. The Barclays solution is 
to prod its fund-management 
arm, Barclays Global Investors 
(eci) to offer more funds to 
individual investors. At present BGI man- 
ages £486 billion, mainly low-margin index- 
tracking funds for institutional investors. 

The one question that Mr Barrett de- 
clines to answer is the obvious one: he is a 
famous deal-maker, so is he planning a deal? 
Barclays could exceed its target of £1 billion 
in annual cost-savings by 2003 if it bought 
another bank and cut overlapping costs. Mr 
Barrett, like his friend and rival, Sir Brian Pit- 
man, chairman of Lloyds rsg, acknowledges 
that there will be further consolidation in 
Britain’s banking market. But, like Sir Brian, 
he is loth to make a hostile takeover bid. As 
for potential predators, Mr Barrett has 
warned them not to kill what they cannot 
eat. Yet if Barclays is to avoid being picked off 
from the herd, it will need beefing up. 
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Russian debt 


All friends now 


MOSCOW 


HAT should a poor country do when 

blessed with a $30 billion trade sur- 
plus and its best year of economic growth in 
a decade? In Russia’s case, the answer is to 
plead poverty, negotiate a thumping write- 
down of one chunk of its foreign debt, and 
start talks on another. On February 11th, Rus- 
sia struck a provisional deal with the “Lon- 
don club” of private-sector creditors for the 
rescheduling of $32 billion of Soviet-era debt 
that has been in default since the crash of 
August 1998. Itnow hopes to negotiate a simi- 
lar deal for the $42 billion-worth of debts 
owed to governments in the “Paris club”. 

At the time of the default, Russia’s fi- 
nances were in tatters. The oil price was $10 a 
barrel, public finances were gaping and in- 
dustrial production was about to collapse. 
The oil price has since tripled, and, thanks 
chiefly toa devaluation of nearly 80% against 
the dollar, exports are booming and indus- 
trial production was up 11% year-on-year in 
January. These factors have made tax collec- 
tion buoyant: at current rates it should ex- 
ceed forecasts for 2000 by at least 60 billion 
roubles ($2 billion). But keep the vodka in the 
freezer. As Roland Nash, of Renaissance 
Capital, a Moscow investment bank, notes, 
the Russian government's budget will, even 
so, be much smaller than Morocco’s. 

Russia’s private-sector creditors have 
agreed to write off more than a third of the 
debt, swapping the rest for long-dated, low- 
interest Eurobonds. That postpones the pro- 
blem for both sides until 2003-05. Then, de- 
pending on the terms that Russia secures for 





Capital taxes 


TOKYO 


BOUT this time last year, the Japanese 
government was frantically pressing 
Japan’s big banks to save themselves from 
ruin and accept public money. This year it 
has a different problem: how to keep that 
money out of the coffers of a local author- 
ity. From April, Tokyo's city 
government plans to levy a 
2-3% tax on the operating 
profits of big banks based in 
the capital. Under its defini- 
tion of “big”, about 30 banks 
will pay the tax, none of 
them foreign. The banking 
regulator, the finance minis- 
try, the central bank and 
bank shareholders are howl- 
ing in protest, and the bank- 
ers’ federation is even threat- 
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He can say “tax” 


the rescheduling of its other borrowings, an- 
nual debt service will peak at around $15 bil- 
lion-16 billion (see chart). This is safely be- 
yond the horizon for those involved in the 
deal. In the meantime, Russia can return to 
the international bond markets, probably 
early next year, to raise more money—evi- 
dence that international financiers can be re- 
markably forgiving, at least where large and 
potentially lucrative countries are con- 
cerned. Amid the soothing sounds of recon- 
ciliation, however, a jarring note was 
sounded in a New York court on February 
16th. A former employee of the Bank of New 
York and her husband pleaded guilty to 
charges related to the laundering of dirty 
Russian money. 

Some observers see further evidence of 
Russian venality in the rescheduling deal. 
They note sourly that it has delivered a hefty 
profit to Russian banks, which bought up the 
least popular category of debt—restructured 
principal—in December. At the time its price 
had fallen following the leak of draft re- 
scheduling terms. Under the current more 
generous deal, this category of debtis treated 
rather favourably, so the price has shot up. 

Nonetheless, both sides are reasonably 
happy. The litigious hedge funds that had 
bought the debt cheaply have seen its price 
double, and so have mellowed. The commer- 
cial banks are relieved to get a settlement at 
last (most had written down the debt any- 
way). As for Russia, it seems to have estab- 
lished the convenient principle that it inher- 
its the Soviet Union’s assets but not its 
liabilities. It now hopes to persuade the Paris 
club to accept this. But it will need to play off 
countries such as America, France and Brit- 
ain against Germany, which is owed around 
half the debt. German officials fear that 
other countries will be more willing to make 


ening legal action. But Tokyo is pressing 
ahead undaunted. 

The man responsible is the city’s gover- 
nor, Shintaro Ishihara, a nationalist with a 
gift for publicity, and co-author of a well- 
known book “A Japan That Can Say No”. 
As usual, Mr Ishihara has 
touched a popular nerve. Ja- 
pan’s coddled and crony-rid- 
den banks are despised by the 
public. So the idea of a bank 
tax is appealing precisely be- 
cause it is arbitrary and unfair. 
All the main voting blocks in 
the municipal assembly have 
scurried to back the governor. 
Even the ruling Liberal Demo- 
cratic Party (LDP), mindful of 
itsown many kindnesses to its 
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Thorny 
Russia's forecast total debt service*, $bn 


agrand political gesture to Russia when their 
own taxpayers are not footing the bill. 

All of this makes an interesting contrast 
to debt restructuring in neighbouring Uk- 
raine. Equally badly governed, less heavily 
indebted, but without Russia’s natural re- 
sources or nuclear weapons, Ukraine is try- 
ing to swap $2.6 billion-worth of bonds for 
longer-dated ones, but with no write-off of 
debt. “This gives us the prospect of getting 
back to the market earlier,” says Ihor Mityu- 
kov, the finance minister. 

But this will succeed only if he can also 
persuade the mF to start lending again. His 
efforts are helped by a more reformist-look- 
ing government, but they are hindered both 
by Ukraine’s dismal track record, and by 
new allegations that the central bank in past 
years has used ımF money to play its own 
government's debt market, losing heavily in 
the process. Last year, there were similar alle- 
gations about Russia’s abuse of the imr’sgen- 
erosity. But Russia, of course, is different—in 
clout if not in financial rectitude. 
= 





banking friends, has been keeping its head 
down. This is an election year, and its dis- 
approval has been muted. 

The tax will not tip the banks back into 
crisis. But it hardly helps. Michio Ochi, 
who heads the government commission 
charged with financial-sector reform, said 
it would slow down their write-offs of bad 
loans, and hamper their return to health 
(although the soft policies pursued by Mr 
Ochi himself are also often blamed for the 
banks’ lingering malaise). 

Mr Ishihara, meanwhile, is fanning the 
flames of rebellion. He plans to use the 
money to shore up Tokyo’s awful finances. 
In the name of local autonomy, he is now 
urging other local governments to follow 
his lead, cut their dependence on central- 
government subsidies and exercise their 
right, guaranteed by law, to levy their own 
taxes. Lawyers, second-hand car salesmen 
and members of other unloved profes- 
sions are all on their guard. 





75 


r a E 








4 








nnn annette i tetanic 





pore aaee 





Out of anarchy 


Why, in a highly interconnected world, are some countries very rich and 
others very poor? The answer may be simpler than you think 


UST before Mancur Olson died in 1998, 

he finished work ona new book, “Power 

and Prosperity: Outgrowing Commu- 
nist and Capitalist Dictatorships”. Now 
published by Basic Books, it comes as a re- 
minder of just how much the discipline of 
economics lost when Olson passed away. 

As in his other well-known works, 
“The Logic of Collective Action” and “The 
Rise and Decline of Nations”, Olson grap- 
ples with a huge and, for most economists, 
intimidating question—why do some 
economies prosper while others fail? And 
in trying to answer it he has, just as before, 
relegated the arid technical discourse of 
most theoretical economics to separately 
published academic papers. The book con- 
tains just the essence of the argument, 
stated accessibly, elegantly and always 
with Olson’s delicious wit. 

The new book develops themes from 
eatlier work and links them together in re- 
vealing ways. A central strand is the nature 
of political power, and how different kinds 


of power promote different kinds of econ- 


omic behaviour—a subject which, surpris- 
ingly enough, mainstream economics 
rarely gives much thought to. The book ac- 
cordingly begins with Olson’s memorable 
metaphor of rulers as robbers. 

Through history, Olson observes, it has 
been better to live under political tyranny 
than to be subject to the depredations of 
roving bands of warrior-thieves. Indeed, 
advancing from the second to the first gen- 
erally marks the start of civilisation. 

But this is a puzzle. Assuming that ty- 
rants and thieves are alike, in that they are 
out for whatever they can extract from 
their subjects, why should one kind of pre- 
dation be better than the other? The an- 
swer, Olson explains, is that the tyrant has 
a stake, an “encompassing interest’, in the 
domain he is exploiting: if it prospers, he 
can extract more for himself in 
taxes and other ways. A roving 
bandit merely destroys and 
moves on. A stationary bandit 
keeps taxes low in the short term 
in order to spur growth and 
gather more revenue later;in fact 
he goes further, and provides 
growth-promoting public goods, 
the better to improve his take. 

Autocracy, then; is usually 
much better for the victims than 
anarchy. What about democ- 
racy? Suppose, just suppose, that 
democratic governments rule 





solely in the interests of the majority that 
keeps them in power; suppose, in other 
words, that they would exploit the minor- 
ity with no more qualms than the tyrant 
has in exploiting all his subjects. Democ- 
racy would still have a great advantage 
over tyranny in purely economic terms. 
Even in a predatory democracy, the gov- 
ernment has a greater encompassing inter- 
est than a tyranny. 

Why? Because the majority in whose 
interests the government is ruling must 
pay a share of the taxes that finance re- 
distribution in its direction; because the 
majority benefits directly from rising in- 
comes (not merely indirectly, through re- 
distribution of wealth); and because the 
majority likewise gains directly from new 
public goods, 

The incentives that guide a tyrant to 
moderate his exactions therefore work far 
more powerfully in a democracy. The big- 
ger the majority in whose interests the gov- 
ernment is ruling, the larger the encom- 
passing interest. Constitutions with checks 
and balances requiring supermajorities for 
certain actions may create what Olson calls 
“superencompassing” interests, leading as 
you might expect to even smaller growth- 
retarding exactions on the minority and 
greater attention to the supply of growth- 
promoting public goods. And this benefi- 
cial outcome follows, remember, on the ex- 
treme assumption that voters act not out of 
concern for the greater good, but out of 
pure self-interest. 

This argument demolishes at a stroke 
the notion that democracy is a luxury only 
rich countries can afford. Historically, Ol- 
son argues, the dispersal of political power 
and the emergence of representative gov- 





ernment have often been the trigger for 
faster economic growth. It is perfectly true 
that prosperity has been conducive to de- 
mocracy, but the converse, improbable as 
it seems to many, is at least as true. The 
book explores at some length the implica- 
tions of this claim for the transition econo- 
mies of Eastern Europe and, especially, for 
the former Soviet Union. 

In “Power and Prosperity” Olson also 
has much tosay about markets—and again 
what he says is puzzling at first sight. Mar- 
kets are pervasive in even the poorest 
countries, he points out. Excessive govern- 
ment intervention in those markets is no 
doubt damaging, but the most productive 
(and therefore most profitable) transac- 
tions are generally not thwarted: it is only at 
the margin, where transactions are less 
value-creating, that bad interventions do 
harm. Anyway, governments in rich coun- 
tries also intervene a lot, and very often as 
clumsily. Misguided intervention cannot 
do enough harm toexplain the chasm that 
separates Mozambique, say, from Sweden. 

The crucial difference lies not in mar- 
kets that exist, but in markets that are en- 
tirely missing. Markets in the poorest coun- 
tries generally conduct “self-enforcing 
transactions”, with goods exchanged on 
the spot for money or other goods. Transac- 
tions involving distance or, especially, time 
are not self-enforcing: a promise to pay next 
week for goods received this week isa risky 
contract for the seller. If such contracts can- 
not be made with confidence, the corre- 
sponding market may notexist at all. A fea- 
ture the poorest countries have in common 
is that contract rights and property rights 
are badly defined or weakly enforced. Such 
rights, necessary for advanced markets, 
which in turn are necessary for rapid 
growth, are themselves a kind of public 
good. Again, therefore, Olson sees the fail- 
ure to provide these rights as springing 
from the ruler’s lack of a sufficiently en- 
comet interest. Again, the absence of 
democracy, serving to narrow 
the ruler’s interest, is at the 
root of the. country’s econ- 
omic failure. 

As: Olson recognised, 
what he described is just a 
model, and models must sim- 
plify. But that was fine with 
Olson. His credo was: search 
for the “stark and simplifying 
proposition”. In his case, it 
was. always a triumphantly 
successful strategy. The man 
is irreplaceable, but this mar- 
vellous book is a consolation. 
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FRANCOIS PINAULT 


Creative businessman 


AMSTERDAM AND PARIS 


The modern face of French business has ensnared himself and his empire in a 


long-running deception 


RANCOIS PINAULT has enjoyed one of 

the most spectacular careers in modern 
French business. In his rise from regional ob- 
scurity to national prominence, he has dis- 
played drive and vision that belie the stereo- 
typical view of the unadventurous Euro- 
pean businessman. Mr Pinault has 
repeatedly shown that he can take 
risks, move quickly and restructure 
companies with all the determina- 
tion of an Anglo-Saxon raider. 

Yet there is more to Mr Pinault 
than this. The Economist has exam- 
ined dozens of filings that Mr Pinault 
has been legally obliged to make in 
Europe and America. What emerges 
from our investigations is a man 
whose filings persistently include in- 
correct and misleading information. 
This is an offence under French and 
American stockmarket rules. And the 
way in which it has been done is ide- 
ally suited to avoiding tax in France. 

The risks that Mr Pinault is run- 
ning became apparent recently, 
when Californian insurance regula- 
tors announced that they were add- 
ing Mr Pinault’s name to a lawsuit al- 
leging fraud. According to the 
regulators, Mr Pinault’s private com- 
panies illegally made a fortune from 
the rescue of Executive Life, a Califor- 
nian life insurer. Mr Pinault has dis- 
missed the allegations as mud-sling- 
ing and says the regulators have no 
proof of any wrongdoing. But if he 
loses the case, he could be landed 
with a bill for several hundred mil- 
lion dollars—a sum that he can ill af- 
ford to pay without damaging private 
companies in his empire. 

That empire is the labour of 40 years. 
Having started as an unknown regional tim- 
ber merchant, the 63-year-old Mr Pinault 
now has assets estimated at some FFr85 bil- 
lion ($12.7 billion). Inside France, he owns 
several retail chains (see chart on next page), 
including Printemps, a classy department 
store, and Fnac, one of France’s biggest book- 
and record-sellers. Internationally, Mr Pi- 
nault is also making his mark. In 1998 he 
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bought Christie’s, an auction house. Last 
year, after a bitter struggle with Bernard Ar- 
nault, his billionaire rival for the title of 
France's richest businessman, he won con- 
trol of Gucci, an Italian fashion house. Other 
investments in America have included big 
stakes in such firms as Samsonite, a luggage 





maker, and Vail Resorts. His mail-order busi- 
ness is one of the world’s biggest, and looks 
well-placed to take advantage of the growth 
in Internet retailing. 

Despite his undoubted business acu- 
men, Mr Pinault resembles other well- 
known French businessmen, such as Mr Ar- 
nault and Jean-Luc Lagardère, in his reliance 
on political connections. In the late 1980s and 
early 1990s, he received hugely generous 
backing from Crédit Lyonnais, then a state- 


owned bank bent on promoting French 
business. Mr Pinault is particularly close to 
Jacques Chirac, France’s presidentsince 1995. 
His first break came in the mid-1980s, while 
Mr Chirac ‘was prime minister, when he 
bought a state-owned wood business for a 
symbolic FFri—a bargain, as it turned out. 

But Mr Pinault has courted controversy. 
The deal that established him as a force in 
French retailing so scandalised the authori- 
ties that it led toa reform of French company 
law. In 1991 Mr Pinault wanted to buy Au 
Printemps, then a quoted department-store 
chain, through Pinault sa. However, Pinault 
sa was already heavily indebted and would 
have struggled to afford a full takeover. 

To get round this, the controlling share- 
holder in Au Printemps, a Swiss family, 
stripped part of its holding of special 
voting rights. As this manoeuvre took 
the seller's share of total voting rights 
below 50%, Pinault sa was obliged by 
law to bid only for two-thirds of Au 
Printemps. One effect was to deprive 
one-third of the shareholders of the 
chance to sell their shares at the price 
obtained by the Swiss family. An- 
other was to save Pinault sa around 
FFr2.7 billion. When Mr Pinault’s 
group later bought out the minority 
shareholders, they received only 
FFr780 a share, 29% less than the price 
obtained by the Swiss family. 


Wild West Coast 


The acquisition of Au Printemps was 
opportunistic, but entirely legal. 
However, three recent cases look 
more dubious. The Californian alle- 
gations are only the latest. Last year 
saw claims that for much of the 1980s 
Mr Pinault had been diverting profits 
through an offshore timber firm. And 
The Economist has found evidence 
suggesting that he has also misled 
regulators in France and America 
about the extent of his ownership of 
his main holding company, Finan- 
ciére Pinault, which has assets with 
an estimated value of €13 billion. 
These arrangements matter be- 
cause Mr Pinault’s persistent failure to dis- 
close the full extent of his ownership is a 
breach of stockmarket regulations in France 
and America. Moreover, these parts of his 
empire may have been used to avoid tens of 
millions of dollars of tax. We have written to 
Mr Pinault to ask about these allegations. We 
have made repeated requests for a response. 
But Mr Pinault has not directly answered 
any questions. Instead a firm of British law- 
yers acting for him has written to us stating 
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market in 1988, the ownership of the 
group’s holding company, Pinault sa, 
had to be disclosed in the prospectus. 
This revealed that rr: held around a 
third of the shares in Pinault sa (this 
holding later fell, partly because Mr 
Pinault issued more shares in Pinault 
sa to finance various takeovers). But 
the prospectus was silent on the own- 
ership of Fri or how Fp had acquired 
its stake. The French business press re- 
ported that rr1 was a Dutch subsid- 
iary of Crédit Lyonnais, then a state- 












owned bank. According to a former 
senior director of Crédit Lyonnais, Mr 
Pinault told the French stock ex- 
change in 1988 that Crédit Lyonnais 
owned Fri, though the stock exchange 
will not comment. 

Yet the suggestion that Crédit Ly- 
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onnais owned Fret is fanciful. One for- 
mer corporate director of Fri says 
there was no substantial link between 
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that our “allegations or inferences of dishon- 
esty are strenuously denied”. 

The first serious allegations about Mr Pi- 
nault emerged last year, in an unauthorised 
biography* by two French journalists. They 
describe a company called Seabex Lumber 
that supplied Mr Pinault’s wood empire dur- 
ing the 1980s. It seemed to be buying timber 
in North America and reselling it ata profit to 
one of Mr Pinault’s French companies. But 
according to the book, Seabex, which was in- 
corporated in England, existed only on pa- 
per. Someone acting on Mr Pinault’s instruc- 
tions created the paperwork needed to give 
the firm the veneer of a genuine business. 

The Economist has followed up these 
allegations. The paperwork, in effect, shifted 
some of the profits of Mr Pinault’s French 
business offshore. Although French tax rules 
require companies (and individuals) to de- 
clare profits booked in tax havens, offshore 
earnings are, in practice, extremely hard to 
trace. Rather unusually, the auditors to Sea- 
bex repeatedly said in their audit reports 
that they could not ascertain whether the 
firm’s profits should really be free of tax. The 
company was odd in other ways too: it had 
no employees, but during the 1980s still gen- 
erated a dividend stream of a total of around 
£8m for its beneficial owner. 

Unsurprisingly, that owner is anony- 
mous. Seabex’s shares were registered to 
companies in well-known tax havens where 
an owner's identity is not disclosed to any- 
one. One of those companies had an address 
at the offices in Geneva of Guy Higson, a Brit- 
ish lawyer. Mr Higson, a former director of 
Seabex, knows the identity of the firm’s 
* "François Pinault: les secrets d'une incroyable fortune”, by 
Pierre-Angel Gay and Caroline Monnot. Balland, Paris, 1999. 
t “Francois Pinault”, by Pierre Daix. Editions de Fallois, 
Paris, 1998. 
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the bank and Ffr, at least after 1988. 
And Mr Ryan himself told a French 








beneficial owner, but has not responded by 
telephone or correspondence to questions. 
Neither has another director of the firm, a 
Swiss accountant called Paul-Eric Fonjallaz. 
Mr Fonjallaz is a director of a Swiss firm ofin- 
ternational tax advisers set up in 1972 by 
John Ryan, an American citizen, who is also 
based in Geneva. Mr Ryan features as a long- 
serving and trusted adviser to Mr Pinault in 
an authorised biography' of the Frenchman. 
Mr Ryan is also a director of Financiére Pi- 
nault and Artémis sa, Mr Pinault’s main 
holding companies. Whoever was Seabex’s 
ultimate owner, he was intimately con- 
nected with Mr Pinault. 


The wood for the trees 


Mr Ryan's name crops up in another firm 
that has had mysterious dealings with Mr Pi- 
nault. In 1980 he became a director of a 
Dutch company, called Forest Products In- 
ternational (rrr), which now owns just over a 
quarter of Financière Pinault’s shares. The 
rest of the shares are owned 
by Mr Pinaultand his family. 
This division matters, be- 
cause hundreds of millions 
of dollars have flowed 
through Fri, as the firm’s as- 
sets have grown in value 
over the past 20 years froma 
few million dollars to several 
billion. Neither Mr Ryan nor 
MrPinault has ever said who 
is behind Fri (the ownership 
of Dutch companies is not a 
matter of public record). 

Or rather, they have 
been either implausible or 
vague. When Mr Pinault’s 
timber group was floated on 
the junior French stock- 





magazine in 1995 that rp1 was owned 
by “interests from across the Atlantic”. 

In a superficial sense, this is true. Docu- 
ments that we have uncovered in the Neth- 
erlands and the Netherlands Antilles show 
that Fret is in fact controlled by a company 
called Highgold. This is incorporated in Cu- 
raçao in the Caribbean, and has Mr Ryan on 
its board. Yet that poses a new question: who 
ultimately controls Highgold? 

All the evidence points to Mr Pinault, for 
three reasons: 

e If he does not control it, France’s greatest 
self-made man built much of his empire 
while working for someone else. Documents 
show that until its flotation, Pinault sa con- 
trolled most of Mr Pinault’s business inter- 
ests, except Isoroy, a wood company that he 
bought from the French state in 1986. Until 
December 1987, Pinault sa was in tum al- 
most completely owned by Fri. Fri’s stake 
fell to around a third when it merged at the 
end of 1987 with France Bois Industries (FB1), 
the holding company for Isoroy. As a result 
of this merger, Mr Pinault, 
who controlled Fei, ended 
up with around two-thirds 
of the shares in Pinault sa. 
Yet, according to audited fi- 
nancial information for the 
year to December 1987, dis- 
closed in the prospectus, 
firms owned by Fri were as 
profitable as those owned by 
FBI. And this information, an 
obvious starting-point for 
negotiating the terms of the 
merger between the share- 
holders of Fsgı and Fri, was 
noteven available at the date 
of the merger. The terms of 
the merger thus make sense 
only if Mr Pinault was the 
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beneficial owner of both Fsi 
and Fri. 

e When it was almost com- 
pletely owned by Fret, most of 
the people on Pinault sa’s 
board were associates of Mr Pi- 
nault. And after Pinault sa 
floated, Fri had no identifiable 
board representative, even 
though it had over a third of 
the votes. Not even Mr Ryan 
was on the board of Pinault sa. 
If anyone other than Mr Pi- 
nault controlled ret, they were 
doing remarkably little to pro- 
tect their interest. 

e Transactions between Fri and Mr Pinault 
bear all the hallmarks of Mr Pinault dealing 
with himself. From 1988 to 1994, the share- 
holders of rr1 and Mr Pinault entered into a 
series of deals that bear scant relation to the 
market value of the Pinault group. 

For instance, in 1990 Mr Pinault risked 
appearing to lose control of Pinault sa, as a 
result of his issuing shares to acquire Com- 
pagnie Francaise de l'Afrique Occidentale, a 
trading group. He could not let this happen, 
because it might have led to other investors 
questioning his right to dictate the compo- 
sition of Pinault sa’s board and manage- 
ment. On the other hand, he could not sim- 
ply pledge to vote rri’s shares as he chose, 








because that would have raised questions 
about their ownership. 

The solution? Financiére Pinault ac- 
quired control of rr1, whose votes in Pinault 
sa were sufficient to keep Mr Pinault’s share 
in Pinault sa safely above 50%. Oddly, Mr Pi- 
nault’s firm paid only a third of the market 
price for the stake. And no money changed 
hands, because whoever owned Fri lent Fi- 
nanciére Pinault the money it needed and 
charged no interest. Uncharacteristically, Mr 
Pinault made no changes to Fers board 
when he bought the company. A year later, 
Mr Pinaultsold Frt back to its original owner. 
He asked the same price, even though Pi- 
nault sa’s shares had changed in value. 

This was not the only strange transac- 
tion. Financiére Pinault’s sole asset of any 
value was a stake in Pinault sa. The same was 
true for FPI. Because Pinault sa was listed, the 
owner of fri could in theory sell his shares 
for cash on the open market. Instead, in 1991, 
FPI sold its stake in Pinault sa to Financière 
Pinault, Mr Pinault’s unlisted holding com- 
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clear. By failing to declare his 
ownership of ret, he would 
have broken French stock-ex- 
change rules. Moreover, as part 
of his dealings in America, Mr 
Pinault has filed declarations 
to the Securities and Exchange 
Commission (sec), America’s 
stockmarket regulator. To 


32.4% 67.6% 
= make false statements know- 
11% [Financiare Pinout] ingly to the sec can be a crimi- 
E nal offence. In his quoted 





pany. And rather than taking cash, it took 
shares in Financière Pinault (see chart). It re- 
ceived no premium. In other words, the 
owner of FP1 was swapping a directly held 
stake in Pinault sa for a stake of roughly the 
same value owned and controlled by Finan- 
ciére Pinault. This would be absurd if the 
owner were anybody other than Mr Pinault. 
What outside investor would swap a liquid 
investment in a quoted company for an illi- 
quid minority stake in a private holding 
company controlled by Mr Pinault? 

Why would Mr Pinault go to such 
lengths to disguise his ownership of Fri? The 
evident effect has been to reduce Mr Pi- 
nault’s tax bill. Since 1988, roughly $160m has 
flowed through the coffers of Fer, including 
around $120m of gains made in 1988 and 1989 
on selling shares in Mr Pinault’s quoted 
group. Whereas these profits would be taxed 
at 16% in France, they are free of tax under 
Dutch law. And any profits from reinvesting 
this money would also be tax-free. 

Such a scheme is fraught with risk. Were 
Mr Pinault to have started out with the sort 
of wealth and power that he now com- 
mands, he would have had little cause to dis- 
guise the ownership of Fri. But he was then 
only a small regional businessman with 
huge ambitions and relatively little cash. 
Back then, he had every reason to want to 
avoid tax and exchange controls, and would 
have had little fear of being detected. Yet the 
longer a deception remains, the harder itis to 
dismantle. 

There is no way of know- 
ing whether Mr Pinault actu- 
ally owes tax in France. He 
could, for instance, have 
been rumbled by the French 
tax authorities and settled 
his dues—his tax affairs in 
France are private. All that 
can be concluded for certain 
is that if you wanted a cor- 
porate structure to help you 
avoid tax, you would come 
up with an arrangement like 
that between Fri, Highgold 
and Mr Pinault. 

Yet even if the French tax 
authorities are satisfied, Mr 
Pinault may not be in the 





group's most recent filings 
with the sec, Mr Pinault’s in- 
terest in Financiére Pinault is 
disclosed at 74%. This filing tallies with his 
declarations in France. Yet since all the evi- 
dence points to Mr Pinault controlling rrr, it 
is false: his interest in Financière Pinault is, in 
fact, 100%. 





Executive Life 

The idea that Mr Pinault has disguised the 
ownership of part of his group will be of in- 
terest to the Californian insurance regulators 
now investigating his part in the rescue of 
Executive Life. Although the details of the 
case are complicated, its essence is simple: it 
is about disguising a firm’s ownership and 
deceiving regulators. 

Executive Life ran into financial diffi- 
culty in 1991 when the market value of its 
large portfolio of junk bonds collapsed. In- 
surance regulators soon opted for a rescue 
package, put together by Crédit Lyonnais. 
The bank made a cash offer for the junk- 
bond portfolio and arranged for a new in- 
surance company, Aurora, to take over Exec- 
utive Life’s insurance contracts. Regulators 
were told that ownership of the new insurer 
would be independent of Crédit Lyonnais, 
as federal law required. Later, however, the 
regulators unearthed secret agreements 
which they say show that most of Aurora’s 
“independent” shareholders were in fact 
fronts for the French bank. 

Where does Mr Pinault fit in? The regula- 
tors allege that as the buyer of, first, some of 
the junk bonds and, later, the insurer, he 
knew about Crédit Lyon- 
nais’s deception. And, they 
say, this makes him party to 
the fraud. The state’s lawyers 
claim that Mr Pinault has 
made hundreds of millions 
of dollars from the decep- 
tion. They now want to get 
their hands on his profits. 

That would be awk- 
ward. For, although Mr Pi- 
nault is an extremely 
wealthy man on paper, the 
private side of his empire has 
nocash and plenty of debt. If 
Mr Pinault has tried to skirt 
round the authorities, he 
may regret it. 

s 
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Strange brew 





SCIENCE AND TECHNOLOGY 


‘The behaviour of a bizarre substance called “quark matter” is still only dimly 
understood. Indeed, it is not even certain that it exists at all 


MOR researchers interested in 
the workings of the subatomic 
and astrophysical realms, soup is 
on the menu. This is no ordinary 
soup, however, but a. seething 
mass of elementary. particles 
called quarks and gluons. The 
whole universe is thought to have 
consisted of just such a soupa 
few millionths of a second after 
the Big Bang that began every- 
thing. And today the soup is be- 
ing sought by two groups of 
physicists, one lot of which is at- 
„o tempting to recreate it on earth 
“using particle colliders, while the 
other lot searches for itin the sky, 
buried in the cores of dead stars. 
~ Inerecent weeks both groups 
have reported progress, though 
neither has yet produced conclu- 
sive results. But definite identifi- 
cation of “quark matter” would 
have profound implications. For 
particle physicists, the search for 
such a soup provides a way of 
testing one of their most funda- 
mental theories: that of quantum chromo- 
dynamics (oco). Among _astrophysicists, 
meanwhile, some theorists have suggested 
that in-certain circumstances quark matter 
could forma stable sort of super-dense mate- 
rial which—if its existence could be pro- 
ven—would literally be the strangest stuff in 
the universe. 


Waiter, there’s a quark in my soup 
The recipe for making your own quark soup 
from scratch goes something like this. First, 
take some atoms of lead, Unpeel them and 
discard the electrons, leaving just the nuclei. 
Put the nuclei into a particle accelerator, spin 
up to almost the speed of light and heat by 
slamming into a target made of more lead at- 
oms, so that they reach a temperature 
100,000 times hotter than the centre of the 
sun. At this temperature, something rather 
unusual is thought to happen. 

Atomic nuclei are bundles of protons 
and neutrons which, along with electrons, 
are the basis of normal, modern matter. But 
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protons and neutrons are themselves made 
up of more fundamental particles called 
quarks, bound together by “glue” particles 
called (for obvious reasons) gluons. Quarks 
come in several varieties: a proton, for exam- 
ple, consists of two “up” quarks and a 
“down” quark, while a neutron consists of 
two downs and an up. The theory of ocp 
makes predictions about the way quarks 
and gluons should behave. 

Normally, the laws of subatomic physics 
dictate that individual quarks are never seen 
in the wild; they always travel around in 
twos or threes. At sufficiently high tempera- 
tures, however—such as those reached in a 
high-energy particle collider—protons and 
neutrons are thought to disintegrate into a 
soup, or plasma, of individual quarks and 
gluons, before cooling and recombining into 
ordinary matter. 

That is what ocp predicts, at any rate, So, 
since 1994, an international team of re- 
searchers at CERN, the European laboratory 
for particle physics in Geneva, has been 


smashing lead nuclei together and then 
combing through the hail of subatomic par- 
ticles that results from these collisions to 
look for evidence of quark-gluon plasma. 

This is hard, because physicists can di- 
rectly detect only particles that escape from: 
the fireball and reach their instruments- 
and these particles are likely to have under- 
gone several transmutations in their short 
lives. But by working backwards itis possible 
to discern the processes that le 
to the formation of the observec 
particles. For example, interac- 
tions between free quarks and 
gluons (as opposed to ordinary. 
matter). should cause more of 
sometypesof exotic particle to be 
produced, and fewer of other 
kinds. Careful analysis of the ra- 
tios of particles churned out in 
thousands of collisions should | 
thus determine whether a quark- 
gluon plasma was made ornot. 

On February 10th the CERN 
researchers announced that 
analysis of the results of seven. 
separate types of collision collec: 
tively provided evidence of the 
creation, for the first time, of just 
such a soup. For a fraction of: 
second they had, in other words, 
recreated the conditions that pre- 
vailed just after the Big Bang. Ad- 
mittedly, this declaration of vic- 
tory carne with several. provisos. 
Ulrich Heinz, a theoretical physi-: 
cist at CERN, says that more ex- 
periments at higher energies will 
be needed to verify the results. But, having 
cranked up their accelerators to achieve the 
most energetic collisions possible, the CERN 
team can go no further. So the announce- 
ment also signalled a passing of the torch to 
the new Relativistic Heavy Ion Collider at 
the Brookhaven National Laboratory on 
Long Island, New York, which starts an ex- 
perimental programme at higher energies 
later this year. 










Stranger still 

While particle physicists are busy trying to 
cook up their own quark soup, astrophysi- 
cists are looking for a colder, ready-made va- 
riety. Indeed, they are hoping to indaneven 
more exotic flavour. The focus of their atten- 
tion is the remnants of stars that have ex- 
plodec' as supernovae. 

Such an explosion is triggered by the col- 
lapse of the inner core of a large star under 
the force of gravity. This compresses the core 
into a neutron star—a giant spinning ball of 
neutrons with a total mass roughly equal to 
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that of the sun, but a diameter of j 
kilometres. So-called “pulsars” are thought 
to be neutron stars that emit radiation as 
they spin. Just as a lighthouse appears to 
flash on and off as its beam sweeps past an 
observer, pulsars emit periodic bursts of ra- 
diation from which their rate of rotation can 
be determined. 

So far, this is all standard stuff. But theo- 
rists have long wondered what might hap- 
pen to the neutrons at the core of a neutron 
star as the pressure on them increases. This 
can occur in a couple of ways. Neutron stars 
lose energy and spin more slowly as they age, 
and the reduction in centrifugal force in- 
creases the core pressure. A neutron star 
might also steal material from another 
nearby star, thus increasing its mass—-and 
hence the gravitational pressure at its core. In 
either case, the pressure could eventually be- 
come great enough tocrush the neutrons into 
a soup of free quarks. 

Which is where things start to get rather 
strange--literally. As the pressure increased 
further, the quarks would gather more en- 
ergy and, as a result of mass-energy equiva- 
lence (E=mc’), some would flip to become the 
next most massive type of quark, called a 
“strange” quark. The result would be a soup 
containing roughly equal quantities of up, 
down and strange quarks. 

Such a combination is thought to have 
some extremely unusual properties. In 1984 
Edward Witten of Princeton University 
pointed out that a mixture of up, down and 
strange quarks held together by gluons 
might be the most stable, and also the dens- 
est, form of matter in existence. This “strange 
matter”, as it is known, could already be 
lurking in the cores of neutron stars. But 
there is also the possibility, although it is 
hotly disputed, that once the quark-soup 
core of a neutron star has turned into strange 
matter, it would initiate achain-reaction that 
would turn the remaining neutrons into 
strange matter too. The result would be a star 
consisting entirely of the stuff—~a so-called 
“strange star”. 

Piling if upon if in this way is highly 
speculative, but the whole theory could yet 
be verified by the discovery of a single 
strange star. And while detecting quark soup 
in the centre of a neutron star would be diffi- 
cult, a strange star ought to be easy to spot, at 
least in some cases. It would, for instance, be 
much smaller than a neutron star of the 
same mass. In a paper published a few 
weeks ago in Physical Review Letters, a team 
of researchers led by Li Xiang-Dong of Nanj- 
ing University used this fact to identify the 
most promising candidate for a strange star 
so far,a pulsar called sax j1808.4-3658. 

Using observations from a satellite called 
the Rossi x-ray Timing Explorer, the re- 
searchers were able to infer information 
about the relationship between the pulsar’s 
mass and its radius. This could then be com- 
pared with theoretical models for the mass- 
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ASA, America’s space agency, may 
have lost a few missions recently (its 
latest two trips to Mars ended in failure) 
but it has not lost its flair for public rela- 
tions.On February 14th, St Valentine's day, 
one of its craft went into orbit around an 
asteraid called Eros amid much over-re- 
hearsed, toe-curling humour. The eye of 
faith was even able to discern a shadowy 
heart-shaped feature in some of the pho- 
tographs taken by the Near Earth Asteroid 
Rendezvous (NEAR) probe as it closed in 
on its target. 
This pr victory was actually snatched 
from the jaws of defeat. NEAR was origi- 
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radius ratios of neutron stars and strange 
stars, derived from cp. According to Dr Li, 
the pulsar in question is only marginally 
consistent with the model for neutron stars, 
and is more likely to be a strange star. 

Other astrophysicists disagree. Deepto 
Chakrabarty of the Massachusetts Institute 
of Technology (mrt) says it depends which 
of several strange-star models is used. Dr Li’s 
team has, he suggests, overstated the case 
somewhat. But there might be other ways to 
detect strange stars. Because a neutron star is 
held together by gravity, there is a limit to 
how fast it can spin (about 1,000 revolutions 
per second) without being torn apart. A 
strange star, on the other hand, is held to- 
gether by gluons, so it can spin much faster. 
A fast-spinning pulsar, then, would be diffi- 
cult to explain as anything other than a 
strange star. The fastest pulsar found so far, 
however, spins at only about 600 revolu- 
tions per second. 

There are other objections to the idea of 
strange matter. Small lumps of it floating 
around the universe (so-called “strangelets”) 
ought, for example, to show up as super- 
heavy isotopes of normal matter. But ac- 
cording to Bob Jaffe, a physicist at mit whois 















nally intended to arrive at Eros on January 
10th 1999, but an engine malfunction at a 
critical moment made that timetable im- 
possible. The new, headline-friendly path 
to the asteroid was worked out instead by 
Bob Farquhar, a navigational guru who 
has something of a reputation for such or- 
bital humour. 

NEAR will spend the next few months 
probing Eros with an x-ray and gamma- 
ray spectrometer, a magnetometer and a 
laser range-finder, as well as good, old- 
fashioned digital photography. The spec- 
trometer will reveal the asteroid’s compo- | 
sition by analysing the x-rays and gamma | 
rays that Eros gives off in response to 
bombardment by solar and cosmic radia- | 
tion. The magnetometer will record what, | 
ifany, magnetic field the asteroid has,thus | 
revealing whether it was ever part of an | 
object large enough to have possessed the | 
molten iron core needed to generate such | 
afield. | 

The range-finder will map Eros’s sur- | 
face more delicately than the caress of a 
lover's touch. Whoops: Sorry. It will pro- 
vide a precise three-climensional profile of 
the asteroid--shadowy heart-shaped fea- | 
ture and all. Indeed, the mission’s control- 
lers are already getting excited by how | 
pock-marked Eros has. turned out to be. 
This, they reckon, means that it is a lot 
older than accepted theory predicts. But | 
hey, old can still be attractive. Can't it? | 

| 


an expert on the theory of strange matter, no 
such isotopes have ever been.found—which 
sharply reduces the chances that strange 
matter actually exists. 

Evidently the effort to understand the 
behaviour of quark soup, both on earth and 
in the heavens, has some way to go yet. 
Physicists hope that more powerful particle 
accelerators and more advanced satellites 
will provide some answers in the coming 
years. Until then, they are in the soup. 





Internet security 


Anatomy of 
an attack 


LTHOUGH the “distributed denial-of- 
service” (ppos) attacks that recently 
paralysed several major websites came as a 
surprise to many people, they were long ex- 
pected by most experts in computer secu- 
rity. The software tools used to carry them 
out first came to light last summer, and secu- 
rity specialists held a-meeting in Pittsburgh 
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in November to discuss how to deal with 
them. The following month David Dittrich, a 

- computer-security expert at the University 

of Washington, summarised an analysis of 

the threat by concluding: “I can’t wait to see 
~- what the new year will bring.” 

In January another meeting was held to 
discuss the problem, and the rpi’s National 
Infrastructure Protection Centre warned of 
“malicious activity” that might be due to 
“preparation for widespread denial-of-ser- 
vice attacks.” Lo and behold, such attacks 
duly materialised this month, incapacitating 
Yahoo!, Amazon, CNN and other sites for 
several hours at a time. This provoked inter- 
national concern and prompted President 

Clinton to hold a meeting at the White House 
on February 15th todiscuss the problem. Yet a 


“Jook at the history of denial-of-service at- 


tacks shows that the development of ppos 
tools was only to be expected--and it alsoex- 
plains why the problem seems suddenly to 
have appeared from nowhere. 
Perhaps the simplest denial-of-service 
_ attack is.a “flood” such as a SYN flood. A 
syN message is a connection request that is 
normally sent to a computer (such as a web 
server) toestablish a channel for subsequent 
communication (such as the delivery of a 
web page), The computer responds with an 
acknowledgment and waits for a confirma- 
tion message. Forge the originating address 
of the syn message (a trick called spoofing), 
however, and the target computer can be 
made to send its acknowledgment to a non- 
existent computer, which will never re- 
spond. The target computer, of course, is un- 
aware of this. Flood it with syn messages and 
_ it will soon be paralysed by its wait for non- 
existent confirmations. A related attack 
called UDP flood works ina similar way. 
>.“ Smurf and fraggle attacks are slightly 
more. sophisticated. The former works by 
sending a single message, called an cmp 
écho, to a special “broadcast” address that 
‘triggers responses from several computers 
on the same network. As with a syn flood, 
the originating address is spoofed—but this 
time toa real machine, so that the resulting 
deluge of responses lands on the unfortu- 
nate target. Fraggle works in the same way, 
but uses upr echo messages instead. 

The names smurf and fraggle come from 
the programs written to launch such attacks. 
These can be downloaded from the Internet. 
Launching an attack using either program 
(or a syn flood program such as synk) from 
your own computer is, however, a bad 
idea—unless you want to get caught. The an- 
swer is to break into an insecure computer 
elsewhere on the Internet. Using a set of soft- 
ware tools called a root kit itis then possible 
todo naughty things (such as launch attacks) 
using the compromised computer, without 
leaving behind any obvious traces. 

Inevitably, malicious hackers soon be- 

_»-Ban-to combine these various attack tools 
intoa single program. Papasmu rf, for ex- 
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ample, combines ser nd fraggle. Targa, 
written by a German hacker known as Mix- 
ter, combines several tools specifically de- 
vised to attack machines that run Microsoft 
Windows. The potency of these tools can be 
increased further by using them to attack a 
target machine from séveral compromised 
computers at once. But this requires the at- 
tacker to log on to each computer in turn to 
initiate the attack. 

It-was thus to be expected that the next 
step would be the development of “distri- 
buted” attack tools. Before the attack itself, 
several computers are broken into and tiny 
daemon programs are installed on them. 
Thesedaemons are then remotely controlled 
by the attacker using master programs (hid- 
den on other machines under cover of a root 
kit) that tell the daemons to attack particular 
machines. Trinoo, one of the first examples 
of this kind of attack tool, can be used to 
make upr flood attacks. Tribe Flood. Net- 
work (ren), written by Mixter, is more so- 
phisticated, and is capable of mounting syn 
flood, upp flood and smurf attacks. Using 
these tools, a single individual can launch at- 
tacks from dozens of machines at once. 

These first-generation distributed attack 
tools have already been superseded. Sta- 
cheldraht, the tool thought to be behind 
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some of this month’s attacks, combines fea- 
tures of both trinoo and ten, and. has the 
ability to update daemon programs auto- 
matically. Similarly, TEN2K is an enhanced 
version of ten. And, no doubt, even more in; 
genious tools are now being written. Mr Dit- 
trich says he expects the next generation of 
distributed attack tools to be harder todetect 
and to eradicate than today’s. They might: 
also, he warns, be booby-trapped so that. 
they start erasing data if discovered. a 
The tools that brought down Yahoo!, 
Amazon and other sites were, in other 
words, built up from simpler programs that 
have been used to mount less effective at 
tacks on Internet sites for several years. Sine 
single attacks are much less disruptive thai 
distributed ones, the problem went largel 
unnoticed by those outside the security 
ony, and the various fixes that have 
long been available to mitigate or Prevent : 
them were widely ignored. 
This month's far more potent assaults 
were thus made possible because of a 
chronic failure to take security seriously. 
even as increasingly sophisticated attac 
tools were developed. Perhaps now website 
owners and businesses will sit up, take no- 
tice~and take precautions. 
Meth ae Bee eel oral Se as, es 





The hole story of global warming 


HE keeping of accurate temperature 
records really got going only in the 19th 
century. To find out how warm the earth 
was before that, climatologists have had 
to resort to indirect methods, such as mea- 
| suring tree-rings, or counting the different 
| isotopes of oxygen in layers of polar ice. A 
study just published in Nature by Henry 
Pollack of the University of Michigan and 
his colleagues may, however, put an end 
to the need for such indirection. Dr Pol- 
lack has worked out how to measure the 
earths temperature several hundred 
years ago by studying the actual heat that 
once made it warm. 
The law of conservation of energy 





means that solar heat which warms the ~ 
earth has to go somewhere. Most of itis, of » 
course, radiated back into space. (It is the 
partial blocking of this radiation by gases 
such as carbon dioxide that causes the 
much-talked-of greenhouse effect.) Some 
of it, however, goes in the opposite direc- 
tion, into the ground. K 

Rock is a poor conductor of heat, $0 
this wayward energy travels through it~ 
very slowly. According to Dr Pollack, it 
takes a century to reach a depth of is50me- 
tres and a millennium to reach 500 metres. 
Such depths are commonplace ‘when 
sample cores are drilled out of the earth's. 
crust by geologists. It is also commonplace | 
for the temperature in core holes to be |- 
measured. Dr Pollack was able to obtain 
records from 616 such holes, from every 
continent except Antarctica. 

The earth’s interior leaks heat continu- 
ously, of course. But the rate of outward 
leakage is known, and can be subtracted. 
from the temperature at a given depth to. 
reveal the inward leakage, and thus the- 
earth’s temperature in the past. Theresults 
suggest that the average surface tempera- 
ture has increased by rC over the past 500 
years-—significantly more than previous 
estimates—with half the increase occur- 
ring during the 2oth century. More worry- 
ing news for global doomsters. 
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Museums galore 


BERLIN, LONDON, NEW YORK AND PARIS 


Larger crowds and larger collections are forcing museums into an often 
uneasy alliance with some of the world’s most controversial architects 


VER since Frank Gehry’s sensational de- 

sign for the Guggenheim museum in Bil- 
bao came to fruition on time and within 
budget, it has been open season for building 
new museums and rebuilding old ones. The 
world’s top architects have been elbowing 
each other for the most prestigious contracts, 
and the money to make their fantasies con- 
crete has been pouring in. 

The United States is making the running. 
A dozen prominent architects are building 
museums or museum extensions from Texas 
to Boston, and from Cincinnati to San Fran- 
cisco. But Europe too is a hive of activity. The 
Pompidou Centre in Paris has recently been 
reopened after a two-year facelift that cost 
FFr576m ($88m); Berlin's controversial Jew- 
ish Museum has opened albeit, until next 
year, without exhibits; and London’s new 
“Bankside Tate”, a museum of 2oth-century 
art growing out of aconverted power station 
on the banks of the River Thames, is sched- 
uled to open in May, the star among a bevy 
of new projects in the city. To be formally 
known as the Tate Modern, it promises to 
give London a gallery to compare with the 
Pompidou Centre and the Museum of Mod- 
ern Art (MoMA) in New York. 

And the building spree is by no means 
over. A decade of bickering and controversy 
over the massive plan to rebuild Berlin's Mu- 
seums Island has just ended, and the project 
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is now able to go ahead. In January, the fed- 
eral and Berlin city governments put a ten- 
year time limit on the completion of a DM2 
billion ($1 billion) blueprint to restore the is- 
land and its five museums in the heart of the 
city to their original 19th-and early zoth-cen- 
tury splendour. 

Meanwhile in Washington, pc, the 
Smithsonian’s National Portrait Gallery 
closed down in January for a three-year per- 
iod of renovation, while in New York, MOMA 
will begin a three-year renovation and ex- 
pansion at the end of the year. New York also 
has plans for a building that should make 
even its blasé hearts beat a bit faster: a pro- 
posed 45-storey skyscraper for art, media 
and cinema to be built on top of a new Gug- 
genheim Museum on the East River in lower 
Manhattan, Sketched out and sculpted into 
models by Mr Gehry, it has almost every- 
thing it needs to go ahead excepta green light 
from the city’s politicians. 


Overcrowding 


One reason for this splurge of new building 
is that many museums are simply too full— 
too full of art and too full of people. They are 
packed solid with their existing collections 
and need extra space in order to show more, 
especially the growing number of works be- 
ing donated by older collectors in search of 
eternal repositories for their treasures. 





Museums develop and grow by collect- 
ingcollectors, and to keep doing so they must 
expand. MOMA was so worried that collec- 
tors might forget it during its three-year clo- 
sure for renovation that it annexed new ex- 
hibition space in order to remain in their 
minds. On top of all that, much modem art 
today is simply gigantic in scale and needs 
more room in which to be exhibited. 

Museums also need more room to house 
their extra visitors as well as their extra works 
of art. Attendance figures surged in the 1990s. 
The Pompidou Centre, for example, was de- 
signed in the early 1970s with 5,000 visitors a 
day in mind; two decades later the daily flow 
was averaging over 25,000. In the 20 years 
from its opening in 1977 to its closure for ren- 
ovation in 1997, the centre handled more 
than 80m visitors. As one of its architects, 
Richard (now Lord) Rogers, says, “It was the 
victim of its own success.” Its redesign has 
expanded the exhibition and library space 
by some 20% by moving the administration 
offices into the nearby Rue Brantôme. 

The increasingly sophisticated market- 
ing of special exhibitions has had a big im- 
pacton the volume of visitors. Long-running 
old favourites (like Monet and Rembrandt) 
draw bigger and bigger crowds. But how to 
explain the fact that the exhibition of Sir Ed- 
ward Burne-Jones, a minor figure in the (mi- 
nor) British pre-Raphaelite movement of the 
late 19th century, staged at the Musée d’Or- 
say in Paris last year, was the fourth best-at- 
tended exhibition in the world in 1999, at- 
tracting almost 400,000 visitors? Such a level 
of interest was unthinkable ten years ago. 

Museums now come high on most for- 
eign tourists’ list of “must do’s”, and they 
have benefited from the recent rapid growth 
of international tourism. In cases like the 
Musée d'Orsay, a spectacular reconstruction 
of an old railway station, and Mr Gehry’s Bil- 
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bao museum, many of these touristscome as 
much tosee the buildings as to see their con- 
tents. The Jewish Museum in Berlin looks set 
to be another such place. It has had over 
100,000 visitors already, even though there is 
not yet a single exhibit to be seen. 

The impact of all these tourists spreads 
well beyond the museums themselves. It has 
been estimated that the Tate Modem, for ex- 
ample, will generate £50m ($80m) per an- 
num in extra business for the run-down sur- 
rounding area of Southwark on which it 
squats rather lumpishly. Not surprisingly, 


that makes civic authorities eager to entice 
eye-catching museums on to their territory. 


Designs and designers 
When President Valéry Giscard d'Estaing 
first opened the Pompidou Centre in 1977, it 
shocked the world. Although plenty of 
buildings have since been erected to resem- 
ble petrochemical refineries, their innards 
placed on the outside for all the world to see, 
the impact put the Pompidou Centre on to 
every visitor’s map of Paris. 

To create excitement of that sort, mu- 


Moving mummy's attic 


CAIRO 


GIANT cube of basalt sits on a lonely 

dune overlooking Egypt's sprawling 
capital. It could be a lost spare part for the 
Pyramids of Giza, which stand in dramatic 
silhouette ona nearby hill. In fact, this is the 
recently cut cornerstone for what Egyptian 
Officials hint will be one of the world’s 
most ambitious new museum projects. 

Later this year, Egypt’s Ministry of Cul- 
ture will launch an interna- 
tional design competition 
to build a state-of-the-art 
antiquities museum on this 
scenic, 120-acre site. The 
new building will serve sev- 
eral functions. Aside from 
relieving pressure on 
Cairo’s venerable Egyptian 
Museum, it will provide dis- 
play space for the thou- 
sands of Pharaonic objects 
that now languish in store- 
rooms, as well as for the 
ceaseless flow of new finds 
from the most prolific of an- 
cient civilisations. 

The facility will be de- 
signed both to cope with 
the soaring number of visi- 
tors and toserveasacentral, 
fully computerised in- 
formation source for Egyp- 


be 


similar quantity jumbles the museum's 
off-limits basement. With the number of 
visitors topping 1.5m last year, the modest 
room that houses the gold treasures of Tut- 
ankhamen already resembles a railway ter- 
minal at rush hour. 

Unfortunately, the new museum is un- 
likely to be ready in a hurry. A decade has 
already passed since land for the project 


tologists. Anyone who has One day this will be a queue for the museum 


visited the charming old 
Egyptian Museum recently can attest to the 
country’s need for a bigger, better show- 
case for its extraordinary wealth of ancient 
artefacts. The 100-year-old building stands 
in central Cairo’s busiest square, exposed 
to pollution and vibration from some of 
the world’s most cacophonous traffic. 
Ranks of tour buses squeeze in and out of 
an unsightly parking lot outside its gates, 
while tourists are forced to mill in the mu- 
seum’s small garden because its cafeteria 
and gift shops are perpetually packed. 
Dimly-lit display halls contain around 
125,000 dusty, poorly labelled objects. A 


was first allocated. A team of experts fi- 
nanced by the Italian government com- 
pleted a $1.5m feasibility study last year, 
taking into account everything from envi- 
ronmental impact to informatics. Once the 
design competition gets under way, the 
Egyptian government will have to secure 
financing that will run into hundreds of 
millions of dollars. 

Assuming that international donors 
can be persuaded to contribute, comple- 
tion of the three-phase plan may take up to 
ten years. Plans to include interactive dis- 
plays, internet links with other collections, 





THE ECONOMIST FEBRUARY 19TH 2000 








OaE a a 


MOREOVER 


seum architects have to be constantly push- 
ing against the limits. Milwaukee, for exam- 
ple, is hoping that the new addition to its 
museum, when it opens late next year, will 
beaglobal emblem for the city, much like Bil- 
bao’s has become. Designed by the Spanish 
architect Santiago Calatrava, the Milwaukee 
museum is a glass and aluminium dragonfly 
whose spine extends 100 metres from its en- 
trance to the shores of Lake Michigan, and 
whose “wings” open and close to allow the 
maximum light into its vast spaces. 

To have any hope of creatinga global fris- 


and extensive eating and shopping facili- 
ties suggest an even longer time-frame. 
Most daunting of all, however, will be 
the logistics of transporting, documenting 
and installing thousands of often fragile 
objects. Officials insist that the new mu- 
seum will not be another warehouse, but 
rather a refined selection of carefully dis- 
played masterpieces. Even so, some 8,000 
pieces, including Tutankhamen’s trea- 
sures, are to come from the old museum, 
which will somehow have to stay open 
during the commotion. For that, its halls 
will need to be radically re- 
organised, which itself will 
necessitate expenses far in 
excess of the museum's 
meagre budget. 

Despite some lingering 
attachment to the “granny’s 
attic” ambiance of Cairo’s 
old museum, however, 
Egyptologists and antiqui- 
ties officials alike are enthu- 
siastic about the new mu- 
seum project. “We have no 
intention of destroying this 
historic place,” says the 
Egyptian Museum's current 
director, Muhammad Al 
Shimi. “We just want to 
create the environment that 
our treasures deserve, with 
more space, better light, and 
more information.” 

Aside from its size and 
spectacular, smog-free 
views, the new site offers a 

further advantage. The Pyramids of Giza 
are within walking distance, and Egypt's 
antiquities service has drawn up plans to 
reconfigure access to the ancient monu- 
ments. An additional gateway, adjacent to 
the new museum but out of sight of the 
pyramids, will be opened. The idea is to 
move the area’s notorious hawkers away 
from the historic zone and corral them into 
a purpose-built park inside the gateway. 
For the first time in 5,000 years, visitors may 
be able to enjoy the world’s most famous 
monuments without being pestered by a 
man withacamel. 
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MOREOVER 
son, civic authorities and museum trustees 
are turning again and again to a small group 
of the world’s most famous architects. Be- 
sides the New York Guggenheim, Mr Gehry 
is working on at least three other museums— 
one in Biloxi, Mississippi, one in rural Ten- 
nessee, and an addition to the Corcoran Gal- 
lery of Art in Washington, pc (for which he 
was chosen in preference to Mr Calatrava 
and Daniel Libeskind, the architect of Ber- 
lin’s Jewish Museum). In Boston, Sir Norman 
Foster (of the famous inside-out Hongkong 
Bank building) was commissioned to create 
a master plan for the Boston Museum of Fine 
Arts, and Renzo Piano (joint architect of the 
original Pompidou Centre and of its recent 
redesign) is at work on an addition to the Art 
Institute of Chicago and on a sculpture gar- 
den in Dallas. 

Two minimalist Swiss architects, Jacques 
Herzog and Pierre de Meuron, the men 
responsible for generating London's Tate 
Modern museum out of an old power sta- 
tion, also redesigned San Francisco’s De 
Young museum after it had been too dam- 
aged by an earthquake to be left standing. It 
is now asetof three buildings punctuated by 
sections of park, all under a Japanese-in- 
spired roof. In a cultural reverse, Yoshio Tani- 
guchi prevailed over nine top-notch rivals 
for the most conspicuous current museum 
commission in America, the redesign and ex- 
pansion of New York’s Moma (budget so far 
unannounced, but estimated at $600m). 

Apart from the fact that most of these 
new exhibition spaces tend to be enormous, 
no one architectural style predominates. 
Museums and their trustees seem to be more 
definite about what they don’t want than 
about what they do—in particular, it seems, 
they don’t want anything like the Getty Cen- 
tre in Brentwood, California, a complex 
which cost more than $1 billion to build and 
which is now reorganising itself to accom- 
modate the swarms of visitors that it never 
expected to attract. Richard Meier, the Getty 





The museum as exhibit 


Centre’s architect, is one of the few promi- 
nent members of his profession not cur- 
rently working on a major museum. 


Culture clash 


The coming together of museum authorities 
and architects is not always without friction. 
In Austin, Texas, a $30m minimalist slab by 
Mr Herzog and Mr de Meuron was to be the 
new home of the Jack S. Blanton Museum at 
the University of Texas. Amid the celebra- 
tions of the design late last year, however, 
came dissenting voices from the university's 
regents, political appointees who ques- 
tioned whether the “Calvinists” from Swit- 
zerland had clashed with the existing cam- 
pus buildings. Rather than redraw the plans, 
the architects withdrew, and the dean of the 
university's school of architecture resigned. 








The refurbishment of the Pompidou 
Centre has also not been without contro- 
versy. Although it has delighted many Pari- 
sians, who like the spick and span coloured 
piping (blue for ventilation, green for water, 
yellow for electricity, and so on) and the ex- 
ternal piazza—a fundamental feature de- 
signed to integrate the centre into the sur- 
rounding Beaubourg quarter in the old heart 
of Paris—it has not entirely pleased the origi- 
nal architects, Lord Rogers and Mr Piano. 
Lord Rogers believes that the museum’s pay- 
masters have “tragically” interfered with 
their original concept of the centre as “acces- 
sible, very much a public space, with no ver- 
tical interruptions, and ideally no walls be- 
tween departments.” 

Now, with the involvement of a French 
architect, Jean-François Bodin, to refurbish 
the library (which, by law, must be free to its 
users), there is an internal shaft with two es- 
calators and a lift giving access to the library. 
The result is that pedestrian traffic is no lon- 
ger confined to the exterior, where the fam- 
ous double escalator snakes up the side of 
the building and gives unmatched views of 
the Paris skyline. To add insult to injury, this 
external escalator is no longer free. “The 
whole building”, complains Lord Rogers, 
“has been bureaucratised.” 

No controversy, however, can compare 
with that surrounding the rebuilding of Ber- 
lin’s Museums Island, a project which Ger- 
hard Schroder, the German chancellor, has 
proclaimed to be “the central goal of Ger- 
many’s cultural policy.” 

The original idea for a museum complex 
on the island, cradled between two arms of 
the River Spree, came from a future Prussian 
king, Friedrich 1v, who completed the first of 
the island’s museums in 1830. But that was 
not nearly enough to house the fabulous 
royal collections, and four more museums 
were added over the next century, cheek by 
jowlon one end of the island. 

Last December, Unesco added Muse- 

















L Sources: Museums; The Art Newspaper 
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This year’s crop Total | 
Openings before the end of 2000 Opening cost | 
Museum What's new date Architects Sm | 
New <. - ~ ee 
Tate Modern, London Britain's first major public gallery of post-1900 art. May 2000 Jacques Herzog, 224.0 

To be housed in a former electricity-generating station Pierre de Meuron 

Neue Galerie, New York German and Austrian art collection in renovated 1914 building Autumn 2000 Annabelle Selldorf 9.0* 

Improved 

Pompidou Centre, Paris Two-year-long restoration with 4,500 additional square metres Jan 2000 Renzo Piano, Jean- 88.0 
Francois Bodin et al 

American Museum of Natural The Rose Centre for Earth and Space, a seven-floor exhibition and Feb 2000 James Stewart Polshek 210.0 

History, New York research facility 

Museum of Fine Arts of Houston, The Audrey Jones Beck Building including the first permanent May 2000 Rafael Moneo 115.0 

Texas gallery of photography 

National Portrait Gallery, London Extension and redevelopment adding 50% more space May 2000 Jeremy Dixon, 26.6 
Edward Jones 

Dulwich Picture Gallery, Dulwich Buildings for restaurant, café and educational facilities May 2000 Rick Mather 17.4 

Wallace Collection, London Galleries, lecture theatre and research/educational facilities Jun 2000 Rick Mather 17,7 

British Museum, London "Great Court” project to provide 7,000 extra square metres Nov 2000 Foster and Partners 163.0 

*Cost of building purchase alone 
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ums Island to its list of World 
Cultural Heritage, hailing it as 
“a unique example of mu- 
seum building”. Many Berlin- 
ers felt it would have been 
more appropriate, in view of 
the buildings’ parlous state 
after wartime bombing and 
years of neglect under east 
Germany's communist re- 
gime, to put the island’s muse- 
ums on the list of endangered 
monuments. 

A competition for a mas- 
terplan for the restoration of 
the island was held after the 
opening of the Berlin Wall in 
1989 and was initially won by 
an Italian architect, Giorgio 
Grassi. But he abandoned the 
project after clashing violently 
with both the owner of the 
buildings and the owner of 
their contents. 

Frank Gehry was clearly 
the museum curators’ favourite. But when a 
new competition was held in 1997, this time 
restricted (because no one seemed to know 
any longer what they wanted) to plans for 
the reconstruction of the ruins of one of the 
island museums, it was David Chipperfield, 
the earlier runner-up, who emerged as the 
winner. Nine months later, he and two other 
architects were appointed to draw up anew 
masterplan, with Mr Chipperfield as com- 
mander-in-chief. 

After a decade of uncertainty and bitter 
strife, everything seemed to be settled—until 
the dramatic announcement just before 
Christmas by the new director of all 17 of the 
city-owned museums, Peter-Klaus Schuster, 
thathe intended to transfer the city’s rich col- 
lection of Old Masters from the DM300m 
Neue Gemaldegalerie, opened less than two 
years ago, to join the existing collections on 
the island. This turned the scheme pursued 
for the previous decade by Mr Schuster’s 
predecessor completely on its head. But it 
had the merit of requiring virtually no 
change to Mr Chipperfield’s masterplan, 
unanimously approved lastsummer. 

Under this plan, the original character 
and autonomy of the buildings are to be pre- 
served, but they will be linked by an under- 
ground two-tiered “archaeological prome- 
nade”, served by a new central entrance 
building capable of handling an expected 
4m-5m visitors a year. Mr Chipperfield ad- 
mits that his project was influenced by the 
Louvre in Paris with its single entrance under 
LM. Pei’s glass pyramid. But he claims that 
the maintenance of each museum's own 
separate entrance should help prevent the 
appalling log-jams suffered by the Louvre. 

It is unlikely that the renovated Muse- 
ums Island will ever be spoken of in the 
same tones as Mr Gehry’s Bilbao museum. 
But that does not bother Mr Chipperfield. “I 
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Watch this space: Berlin’s Museums Island 





don’t think architecture always needs to 
smack you over the head,” he says. “The 
clever thing is simply to make it all come to- 
gether and work.” That is not, however, a 
view that is shared by most private muse- 
ums. There, decisions involving new archi- 
tecture are usually in the hands of boards of 
trustees dominated by impatient men 
whose architectural experience is limited to 
the building of commercial office towers. 
These are men in search of impact. 


Money matters 


Only with generous financial backing do 
any of these ambitious projects stand a 
chance of coming to fruition. In the United 
States, the booming stockmarket has helped 
by creating a new generation of plutocrats 
eager to put their names on serious and long- 
lasting structures. The new Guggenheim Mu- 
seum in New York, for example, has a pro- 
jected cost of some $800m and an insurance 
billionaire ready to provide most of it. 

In Britain, the National Lottery has been 
an important financial factor in the splurge 
of new museums. The Heritage Lottery Fund 
has given £15.75m towards the £21m cost of 
Walsall’s recently opened New Art Gallery, 
and £18.75m to London’s original Tate Gallery 
to help it freshen up for its sister gallery, the 
Tate Modern, on the other side of the river. 

And in Britain, as in America, big busi- 
ness has been increasingly supportive of the 
arts and museum projects, Business spon- 
sorship of the arts for the 1998-99 fiscal year 
reached a record high of £141m, with London 
attracting almost half of that. Unilever, a big 
consumer-goods manufacturer, has com- 
mitted £1.25m a year for the next five years to 
pay for an artwork todominate the Bankside 
Tate’s vast Turbine Hall. 

Fund raising is a serious business for all 
big museums today, in both Europe and 
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America. The Tate Gallery has 
no fewer than 34 full-time 
fund-raisers at work, and the 
new Tate Modern has been 
busy seeking 24 “founding 
corporate partners’. In ex- 
change for a five-year com- 
mitment of £250,000 per year, 
each of these corporate part- 
ners will be able to use the mu- 
seum and its swanky roof-top 
restaurant for corporate hos- 
pitality outside normal open- 
ing hours. 

There are some signs, how- 
ever, that the corporate tap 
may be starting to flow less 
freely. London’s Victoria and 
Albert Museum (v&a) an- 
nounced some time ago that it 
would shortly be building a 
spectacular spiral designed by 
Mr Libeskind. Estimated 
buildingcosts for the spiral are 
£80m, of which £34m has 
been raised so far. But Alan Bold, the director 
of the vaa, says, “I rather think that donor 
fatigue is setting in.” 

That may not matter if the demand for 
extensions and new museums is set to calm 
down after the recent flurry. But there are 
few signs of that. Mr Bold for one thinks that 
London still has room for another big mu- 
seum project. The city “needs a visual sym- 
bol of the nation’s commitment to new ar- 
chitecture,” he claims. “Whatever anyone 
says, Bankside still looks like a converted 
power station...” The pride and ambition of 
civic authorities, museum curators and ar- 
chitects can be expected to continue to feed 
off each other for some time to come. 





MOMA’s flags: due to be furled 
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NYONE looking at the life of Ji 
Pengfei will probably note 
thatit went on fora long time. Per- 
hapseven more impressive is that 
he held important jobs in the Chi- 
nese hierarchy well into his 80s, 
Mr Ji attributed his staying power 
to practising breathing exercises. 
Obviously, breathing is useful to 
survival, but this simple elixir is 
not enough to account for the en- 
durance of Mr Ji and other mem- 
bers of China’s gerontocracy. It 
was, they felt, their duty to remain 
in power. No matter that they 
were in their dotage, they saw 
themselves as representing the 
Communist Party’s claim to its 
continuing legitimacy as the ruler 
of China, the leader of the popu- 
lar revolution of 1949 that 
brought it to power. The younger 
party leaders who now run the 
country have, in this sense, no 
such legitimacy, and have shown 
no inclination to test their popu- 
larity in a free election. It is one of 
their problems. 

Deng Xiaoping, who became 
Mr Ji’s mentor, was the most pub- 
lic expression of the gerontocracy. 
When he died in 1997, aged 92, he 
was still being paraded as China’s 
paramount leader, even though 
he found it difficult to utter acom- 
prehensible sentence, let alone 
fathoming what was going on in 
his vast country. There are a few 
aged comrades left, perhaps half 
a dozen. Bo Yibo, aged 91 (or pos- 
sibly 92), is the best known. He tums up at party celebrations 
(where, out of kindness, the television cameras show him only 
briefly) and occasionally contributes to the People’s Daily. Mr Ji’s 
death has been a reminder that even members of the famous old 
guard are not immortal. He was a “tried and loyal Communist 
fighter and a proletarian revolutionary,” said China’s official news 
agency, in a dispatch of noteworthy accuracy. 

However loyal, many Communists did not survive even to 
middle age. Mao Zedong’s cultural revolution and “great leap for- 
ward” did for them. But although millions died as a result of Mao's 
policies, those in his circle had a sort of protection. They might be 
jailed or roughed up by his mobs if they fell out of favour, but 
(with some exceptions) they were not killed. Both Deng and Ji 
bounced back to positions of great power; and to gain an inesti- 
mable privilege in China, to die peacefully in their own beds. 





The medical man 

The China of Ji Pengfei’s youth was run by Chiang Kai-shek’s Na- 
tionalists in uneasy partnership with the Communists. The two 
had united acountry split up into fiefs run by gangsters. Like many 
peasants, young Ji decided to escape from the hardship of the 
fields by joining the Nationalist army. For a couple of years he 








Ji Pengfei, almost the last of China’s old 
guard, died on February 10th, aged 91 
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Ji Pengfei 


fought the Communists after 
Chiang broke with them. When 
his unit went over to the Commu- 
nists, Ji went with them. Staying 
with his pals was probably more 
important to him than ideology; 
in any case, the Nationalists and 
the Communists were both 
staunchly Leninist. 

The Nationalists had given 
him some training in military 
medicine, which made him espe- 
cially useful to the Communist 
fighters. He also had some flair as 
asoldier. In later life he was an au- 
thority on Sun Tzu’s “Art of War”, 
a military handbook which 
proves that, in outwitting an ene- 
my, not much has changed in 
4,000 years. Mr Ji was one of the 
heroes of the “long march” to es- 
cape the Nationalists, an experi- 
ence which became a credential 
for any ambitious Communist. 

Mao’s distribution of jobs 
after he came to power seems to 
have been arbitrary. Ji Pengfei, the 
self-educated peasant, was made 
a diplomat. His first experience 
abroad was as ambassador to 
East Germany. He was there for 
five years, a familiar figure at dip- 
lomatic receptions in his Maosuit. 
Back in China he was for a time 
terrorised by Mao’s “red guards”, 
but stayed in the diplomatic ser- 
vice, and was eventually made 
foreign minister. He helped to ne- 
gotiate China’s ties with the Un- 
ited States, and was said to be 
tough with Richard Nixon. When Deng came to power he sent Mr 
Jito Hong Kong to arrange for its return to China. 

In the late 1970s, there was a feeling in Britain that China might 
not bother to reclaim Hong Kong when its lease ran out in 1997. It 
was happy with the capitalist golden goose that earned so much 
money for China. In 1979, the governor, Sir Murray MacLehose, re- 
turned from a visit to Beijing with a message from Deng that Hong 
Kongers “could set their hearts at ease”. But Mr Ji soon dispelled 
any wishful thinking. He made it clear that, if Britain were being 
difficult, China would go ahead with its own plans. The big guns 
arrived from Britain, including the prime minister, Mrs Thatcher. 
Mr Ji and his masters remained obdurate. China agreed only that 
Hong Kong could retain its present way of life for 50 years after the 
handover, a promise that, so far, China is trying to keep. 

Mr Jihad six children. One son, General Ji Shengde, is the head 
of China’s military intelligence. Recently, a story has been appear- 
ing in some American newspapers that General Ji arranged for a 
donation of $300,000 towards President Clinton’s election ex- 
penses in 1996. There are doubts about the story. For one thing, 
$300,000 is a pittance in an American election. Would the son of a 
long marcher, the scourge of Nixon and Thatcher, be involved in 
such a tatty enterprise? 
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The Oxford Advanced 
Management Programme 


18 June — 15 July | 1-28 October 2000 


Presents a global overview of the business enterprise and its strategic challenges. This 
programme at Templeton provides a unique opportunity to stand back and pursue your own 
learning agenda, assisted by a world class team of individual tutors and in the company of 
some of the most international and high calibre senior executives. 


Name 
Please send details of: 


The Oxford Advanced Management Programme Address 
Return to: 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0X1 5NY, England 


Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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infrastructure in a 


Modular, Distance Market Economy 
Learning and Flexible 
Evening programmes | 





















July 9-21, 2000 


infrastructure in a Market Economy is designed for officials in 
the public or private sector who are responsible for developing and 
implementing initiatives for the private provision of infrastructure. 
The program aims to develop a better understanding of whether to 
privatize; when privatized firms need to be regulated; the various 
methods for doing so, such as concession contracts or price cap 
regulation; and vehicles for financing infrastructure. The program 
provides participants with practical tools to: 











A Henley MBA is in a class of its own, 


All the study is designed tobe relevant and 





in most cases immediately applicable, 














If you’re launching 
into an MBA, 

we make sure of 
one thing. 



















» Analyze economic and political implications of relying on 
private firms to provide infrastructure 

e Manage the technical issues that shape privatization strategies 

e Design effective regulatory agencies to oversee the performance 
of privately-provided infrastructure 









For brochure and application, please contact: 
Kathy Eckroad (617) 495-1101, ext. 121 
e-mail: kathy_ eckrood@harvard.edu 
Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 













Where possible we use live case studies, we 


won't just swamp, you with theory. 



















So when you return to work you will be 
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gained to immediate use. 








Being an international business: school 
means that a Henley MBA is recognised 


and respected throughout the world, 
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You hit the ground 
running. 











for a first class MBA 


and hit the ground running, don’t take off 


it you want to study 


OFFERS MSe PROGRAMMES IN: 


Economics; International Economics; Money, Banking 
and Finance; International Money and Banking and 
has research opportunities in all theses areas, 
Scholarships are available to outstanding candidates. 


for anywhere else. 





For further details contact: 
Penny Willetts 
Tel: (+44)(0)121 414 6650 
Fax: (+44)(0)121 414 7377 
E-mail: p,j.willetts @ bham.ac.uk 
or visit www.bham.ac.uk/economics 
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HE 
MSc Trade, Transport & Finance 
MSc Shipping, Trade & Finance 


Call us for more information on: 


if you bring the talent we will provide the knowledge and 44 0 207 477 8606 
skills for a successful international business career in areas such + 
as banking, finance, transport, international trade, or 


stockbroking. We have over 900 graduates from 75 countries E-mail: stf@city.ac.uk 


who enjoy international careers. http://www.city.ac.uk/cubs/stf 
But success is not easy. Our 14 month full-time courses are Our next information Sessions: 
intensive and demanding, taught by our own academic staff, y 
many with international reputations, and also by high calibre 3rd March 2000 

practitioners from the City of London. 5th May 2000 


C}O\T Y City University Business School The University for business and the professions 
London 


N The University of Reading 


ETY. S THE BUSINESS SCHOOL 
GALLULIS FOR FINANCIAL MARKETS 


Doctoral Scholarships 


The ISMA Centre, within the department of Economics, is part of the Business and Management 
group which was awarded a rating of 5 in the most recent Research Assessment Exercise (RAE), 
placing the group'in 4th equal position out of 100 UK universities in this field of research. 


The ISMA Centre is seeking to award full and part, Applicants should have an excellent academic background 
3-year Doctoral scholarships, commencing Til and have (or be in the process of completing) a Masters 


October 2000, in the following research areas: degree, with grade averages at distinction level, in a 
: ý course containing a significant proportion of finance. 


* finance As a doctoral research student, you will join a growing 


e financial engineering team committed to research success with access to 
excellent facilities including dealing rooms, simulated 
a trading and investment software and systems donated 
e market microstructure by Reuters, Bridge Telerate and Bloomberg. 


e risk management 


Tel: +44 (0)118 931 8239 . Fax: +44 (0)118 931 4741 
email: admin @ismacentre.rdg.ac.uk - web: www.ismacentre.rdg.acauk 


ISMA Centre: the Business School for Financial Markets is supported by the International Securities Market Association, the trade association 
and market regulator for some 700 international banks, securities houses and investment banks active in the global securities market ISMA 
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The University of Reading, ISMA Centre, Whiteknights, PO Box 242, Reading RG6 6BA, UK | | | 
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Cranfield 
Ne UNIVERSITY 
School of Management 





The Cranfield MBA will provide a unique experience - 
more than just a qualification, it can change your life. 
A A first class programme with an emphasis on personal 

; development; highly motivated, mature participants; 

© ranfie taught by a dedicated. and respected faculty with 


international business experience; in a stimulating and 


, i supportive learning environment; first choice for many 
top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


6 
a d u n Z qu E Maureen Williams, Cranfield School of Management, 


Cranfield, Bedford, England MK43 OAL 


e 
exp CY] en Ce Tels +44(0)1234 751122 Fax: +44(0)1234 752439 


Email: m.williams@cranfield.accuk 


http://www.cranfield.ac.uk/som 


Cranfield University is an exempt charity offering a centre of excellence for research and education 


| You do an MBA 
ifor you: it’s the 
first step to being 
jan entrepreneur. 


The school of management at Europe’s cosmopolitan hub - E.M.LYON - has 
an ethos of European Entrepreneurial Learning. The MBA has an emphasis 
on achieving your personal ambitions. It is flexible, adaptable, pragmatic: 
like a good entrepreneur. 1 year full-time, 2 year part-time. Teaching in 
English or French. Worldwide network of exchanges. Call Jacqueline Del 
Bello on 334 78 33 78 65 or e-mail: mba2@em-lyon.com for brochure. 
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Leiden University 
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Master of Laws: 
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e AMBA Accredited Degree. 





e An intensive nine-month bilingual program | 
(French/English). | 







meroial Arbitration in Indonesia, 
Acquisitions. 


LL.M, in Public International Law 
Core courses are: Public Internation 










e The leading school in Political Science | 
and Economics, founded in 1871. 
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@ A distinguished international faculty. 
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the practice of aviation and space av 
The Ph.d Programme: 

A three to four year research programme dander the supervision ofa senior faculty member, 








e An urban campus in the heart of Paris. 





For further information please contar: 
“Office of International Law Progromines Paculty of Law Leiden University P.O. Box 9521, 2300 RA 
174, Bd Saint-Germain 75006 PARI él. s+ 35 7 43 - Fax : +33 1 45 44 88 9% Leiden, The Nethecands” Telephone: 34:(0)71-527-760Q'767 | Tobltax: XI (Q) 71327-7732 
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GRADUATE PROGRAMME IN ECONOMICS ff e 
MEc and PhD | There’s negotiation, 


and then there’s 
strategic negotiation. 


Strategic Public Sector Negotiation, May 22-26, 2000 


Whether you produce formal agreements or contracts, structure amir. 
financial transactions, resolve disputes, or negotiate for authority and- 
resources, Harvard's Strategic Public Sector Negotiation offers | 
you an opportunity to move to new levels of negotiation expertise. - 
Designed for senior executives at the public/private interface, this: 
powerful, fast-paced, shor? program will help you: 
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> add strategic dimensions to your negotiations 
e strengthen your analytic abilities 

© internalize tactical skills needed to produce 
successful and lusting agreements, 


www.uni-bocconi.it/phd_ec 
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Masters in Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
oriented. It can be completed in ten months of full-time 
study or in two years of part-time (mainly. evening) 
attendance at the school. To find out more, come to an 
information session: 


Mexico City London 
Monday 21 February, 7.30 pm 

y Four En Hotel Wednesday 8 March, 6.15pm 

Paseo de la Reforma : 
#500 Colonia Juarez Tuesday 11 April, 6.15pm 
Sao Paulo Thursday 25 May, 6.15pm 
Wednesday 23 February, 7.30 pm Wednesday 14 June, 6.15 pm 

The Maksoud Plaza Sel 
Alameda Campinas 150 Monday 24 July, 6.15pm 
Buenes Aires All London-sessions:are held at 
Thursday 24 February, 7.30 pm London Business School, - 


Alvear Palace Hotel 
Ay, Alvear 1891 


Sussex Place, Regent's Park, 
London. NWI ASA: 


information about our MBA and Sloan Masters will also be available at 
all sessions. 


Sussex Place 

Regent's Park 

London NW1 45A 

Tek +44 (0)20 7706 6840 
Fax: +44 (0)20 7723 1788 


London 
Business 


School 


Return to: Finance Programmes Office, London Business School, Sussex Place, 
Regents Park, London NWI ISA, UK, 


Please send me information on the Masters in Finance: [full-time [part-time 
MBA: |_Ifull-time __lpart-time . Sloan Masters L 

MMs 
Family Name 
Job Title E Dele ET — 
E a Ren L A A NE E R 
Address: Work L] Home EN E OETA an 


email: mifinfo@london.edu 


www.london.edu 








First Name 














en; oios ai 


email 





£C18/02/00 
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London: Business School exists to advance learning and research in business and management | 





MALLE | 


ADVANCED STUDIES IN INTERNATIONAL LAW AND ECONOMICS 







an WO | law and trade policy. 
progr combines international law, trade regulation, and 





classroom. 












In June 200 aad of your competition. 


Now accepting applications, contact us for further information 
World Trade institute, Hattersirasse 6/8, 3012 Berne, Switzerland 





7 +4131 631 3270 F441 31 631 3630 E inquire@WorldTradelnstitute.ch 


Amsterdam 
Institute of Finance 





In cooperation with the faculty of 


INSEAD | 
Upcoming Courses 2000 
f 


Financial Innovation in 


Corporate Finance (March 27 - 31) 


| 

| 

| Valuing Commercial Banks (May 3 - 4) 

| Real Options (May 5 - 6) | 

| Portfolio Management | 
- Global Asser Allocation {May 10 - 13) 

| - Fixed Income Investment (May 15 - 18) 

| - Equity Investment (May 22 - 27) 

| - Real Estate Investment (May 29 - 30) | 

| Banking and Risk Management 

| in Emerging Markets (June 5 - 8) 

| Valuation (June 13 - 14) | 

| Advanced Valuation (June 15 ~- 16) 

| Project Finance (june 19 - 23) 

| Asset Securitization {june 26 - 28) 





For intar manst, pl ease visit our t Web site or contact us directv.. 
AIF- Herengracht 2 205, 1016 BE Aristerdara, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-5200161 

e-mail: info@aif.ol - internet: www.aif.al 
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eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’. That means no time out from your career. 
Log on and you're there. Network as you learn. interact with respected 
technology leaders and fellow professionals from around the globe. 


Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 


ae 


Dane ek © isim university 


Become tomorrow's eStrategist 
Accredited Member DETC 


MBA in Brussel 
SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 


° | year intensive MBA in English 
* International faculty & student body 
* Specialisation in European Management 


mail:mba @ ulb.ac.be 
http://www.ulb.ac.be/soco/solvay/mba 


The MSc in Finance at the City University Business Schoo! is 
an intensive 10 month course integrating theory and practice. 
it provides: 


* a thorough and comprehensive grasp of the principles of 
finance together with enduring technical and conceptual skills 


*a genuinely international, multicultural perspective with a 
global focus 


* a highly flexible qualification suitable for a wide range of career 
openings in the financial sector 


COTY ie eal Business School 


TRE ECONOMIST PEBRUARY TOTH 2000 





The University for busiress and the professions 


HIID of HARVARD UNIVERSITY 


PRIVATIZATION, REGULATORY REFORM| 
& CORPORATE GOVERNANCE © 


June 26 - July 14, 2000 Cambridge, Massachusetts, USA 


* The Record on Performance and * Methods of Privatization: Auctions. 
Reform of State-Owned Enterprises Share Flotation, Concessions and 
+ The Rationale for and Problems of Strategic Investors 
Public Ownership «Mass Privatization on Transition 
t Privatization of Natural Monopolies: Economies 
Theory and Evidence * Recent Privatizations: Daw and 
* Regulation: Structure and Methods Conclusions 
* Deregulation and Competition Policy * Post Privatization Corporate Governatic 
t Labor and Privatization " Sector t Studies 





gcturers included: Kenneth Arrow, Willian Baumol, Eduardo Engel, Paul Krugman, 
Jeffrey Sachs, Joseph Stights, Lawrence Summers, Jean Tirole. (Directed by Eytan Sheshinski 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 


14 Story Street, Cambridge, MA 02138, USA, Attn: Mike Hriog 
Fax: (617) 495-9786 Fel (637) 499-3482 Email pep@hit. harvard odu 


WWW.HITO. HARVARD. EDU/TRAINING 


QUANTITATIVE TECHNIQUES 
IN THE FINANCIAL MARKETS 
20.24 MARCH 2000, LONDON ECI 


INTEREST RATE DERIVATIVES 3 
IN TRADING AND MANAGING RISK LONDON EAE TES 
27-30 MARCH 2000, LONDON ECI PHONE i 
OL7E 249 3011 
THE ESSENTIALS OF VALUING 
AND MANAGING FAX 
E QUITY DERIVATIVE s 0870 106 6101 
3 = § APRIL 2000, LONDON ECI E-MAIL 
ADMUN@LONES COM 
YIELD CURVE BUILDING WER 
6~ 7 APRIL 2000, LONDON ECI WWWULONES. COM 












Information sessions will be held on the following dates at the 
Business School, Frobisher Crescent: 


1st March 5.00pm — 6.00pm 
5th April 5.00pm ~ 6.00pm 
3rd May 5.00pm ~ 6.00pm 
7th June 5.00pm ~ 6.00pm 


Tel: +44 (0)207 477 8660 
E-mail: MScFin@city.ac.uk 
www.city.ac.uk/cubs/af/index.htm 
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Teaching Frenehoto adults ‘for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 












-THE CINCINNATI MBA 
Unique One year Program in US 
Excellent ROL Begins 14.06.00 









NO COST evaluation! Send resume 








A UNIQUE TOTAL IMMERSION PROGRAM / 6400 UPTOWN BLVD NE SUITE 398-W For information: 
8i/: hrs a day with 2 meals, 8 levels : Beg. 1 to Ady. H , Dept. 34+ ALBUQ., NM B7110-USA graduate@uc.edu 


ve een eon 34@centuryuniversity.edu www.cha.uc.edu/mba 
ACCOMMODATION IN VATE APARTMENTS i 
PRI ý 1-800-240-6757 313.556.7020 


Next 2-4 week course starts 6 March. 3 April and all year Ver: ONLINE OPTIONS ea eee, 
Note: the famous Nice Carnival is in Februa 513.556.7006 (fax) 
06230 Villefranche/Mer EBL, France. Tel: (33) 493 01 88 44 Pax: 
wwwingtituldefrancais.com 










33) 493 76 92 17 

















UNIVERSITY DEGREE 
BACHELOR'S « MASTER'S + DOCTORATE 


Barn died degree 
ence or tutored one 










oe up . py 
T earned my American degree in kat 
just one year...at home!” ST. GEORGE UNIVERSITY 


m ancendance 2) Eam your Bachelor, Distant Education Centre, J; 
rollment open now in Business ; Kek: (0 or O01 or O11) 88-1 







sa D You study ar home - po cla 
Master: BLD. in one year 3) 
i6 MBA fields of study). - i 

. 4) One-omone bac 























$ g and application: 
P.O. Box 1138 Bryn Mawr, PA 19010-USA 
FAX: 610.527.1008. e-mail: admissions@washint.edu 


OPS T YOU catalog 

















| 


REAL ESTATE | 
DEVELOPMENT 
US. Knowhow 


i 


m | 300 Leading U.S. Real Estate 
Developers share their knowledge, 
EXECUTIVE PROGRAM ON Self Study Limited Edition $1,000.00 U.S. 
MACROECONOMIC POLICY AND MANAGEMENT | On-Site Course/Advisory Available, 


View Details at: „Redii. 
June 19 - July 14, 2000 hew Details at: www. Redii.org 
Cambridge, Massachusetts, USA 


Designed foranalysts and policy makers working on macroeconomic 
issues in developing and transitional economies. Topics covered include: 


Foundations of open econamy macroeconomics 
Exchange rate and balance of payments management 
Fiscal policy, monetary management and inflation 


Techniques for monitoring and assessing macro performance | =~ ea) Earn you! BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your 
$ ; ; inai ‘ee ife and work experience. University equivalent credits are given for your 
Financial programming applications pe job, military, company training, industrial courses, seminars and 4 


Macroeconomic policy and equity business experience, We accept university credits no matter when taken. 


j j ized fi ir achieve in busi industr 

HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT PA ea E o AA E A 

14 Story Street, Cambridge, MA USA 02138, ATTN: Erin Sands thipugn-home study; 
FAX: (617) 496-2911; TEL: (617) 495-9779 ducation  Send/fax detailed resume for a UB UaAUUS aA UN 
E-Mail: macteach@hiid harvard.edu Since 1976 Pacific Western University 

www. tid harvard edu/training 24,000 600 N. Sepulveda Blvd, Dept. 137, Los Angeles, CA 90049, (316) 471-0306 
Alumni CALL (800) 423-3244, ext, 137 UK: 0800-960-413 
Worldwide Fax: (310) 471-6456 e-mail: admissions@pwu.com 

http://www.ca.pwu.com 










Inte Month M.S. in 
COMPUTATIONAL 
FINANCE 


apply now 


for Fa LH 


www.cse.ogi.edu/CompFin/ 
































































. 


For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
and secure in their Jobs or Professions. 



























+» ææ. b. 




















































tgraduate Studies | APPOINTMENTS 


in Economics 





€ royal Holloway b Pos 


University of London 
Eyyy 


Royal Holloway is a College of the University of London. Unlike 
other top research departments, we limit postgraduate numbers to 
10 - 15 to ensure that students gain personal attention from 
academic staff. For 1999 / 2000, the Department is offering a 
number of College Scholarships paying home fees that can be 
held in conjanction with a Teaching Fellowship contributing 
£3,000 - £5,000 towards maintenance. 


MSe Economics 

« MSc Financial & Industrial Economics 
* MSc Political Economy 

* MPhil Research degree 

* PhD Research degree 





Economists’ Resource Centre 


Economist / Information Specialist 


As part of the UK Department for international Development Economists’ 
Resource Centre, a Knowledge Centre has been established to provide 
information services to DFID Economists. An Economist / information 
Specialist is needed to carry out the day to day work of the Centre including 
preparation of annotated bibliographies, briefing papers and a regular 
newsletter, The postholder will work to the Overseas Development Institute's 
Librarian and with ODs Head of Public Affairs and Information Technology. 
Essential skills for this post include: a good postgraduate university degree 
in Economics, research and drafting skills, excellent IT skills {which should 
include database creation and management of intranet), knowledge of library 
work and information management and experience of international 
development issues. The post will be for ane year in the first instance. 
Salary range £21,049 - £26,563 (including London weighting). 

Further details and an application form can be obtained from Susan 

Hamilton, ODI, Portland House, Stag Place, London SWTE SDP. 
Fax +44 (0) 20 7393 1699. 
Email: s.hamilton@odi.org.uk Closing date: Friday 10 March 2000 


. 


Enguiries to the Postgraduate Secretary, 
Department of Economics, 

Royal Holloway, University of London, 
Egham, Surrey, TW20 OEX 
E-mail: pgecon@rhbnc.acuk 
http:/soww rhbne.ac.uk/economics/ 





ODL is an equal opportunities employer Charity Reg. No. 228248 
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| EXPERIENCED MACROECONOMISTS 


To strengthen our capacity in public sector reform and macroeco- 
nomic planning we are looking for qualified public administration 
and local government specialists as well as:macroeconomists with 
international experience. Considerable travelling is to be expected. 


YOUNG ECONOMIST 

To participate in projects in avisei economy, tariff studies, 
project financing, etc. we are looking fora young economist with 
a graduate degree, 2-3 years experience and fluency in English, 
French and/or Spanish. Travelling is to be expected. 


Le ECONOMIST FOR OIL/GAS STUDIES. 

To work with energy forecasts, market analyses, tariff design, political 
- and legal aspects, etc. primarily in the Baltic Sea Region and Europe 
in general we are seeking to hire an economist with experience in 
modelling and optimisation. Travelling up to 60 days annually is to 
be expected. 


ECONOMISTS 


The Economist Intelligence Unit has an unrivalled. reputation for 


RAMBØLL has a permanent staff of 2000, working to im- 
prove the living and working ue for people around > 


part-time service, so freelance consultants are also invited : 
to apply. 


More information can be obtaine from Deputy Director 
Hans Henrik Madsen on phone +45 4598 8582 or £-mail 
hhm@ramboll.dk. 


Written applications with curriculum vitae should. be. 

addressed to RAMBØLL, attn. Lena Schandorff Andersen, fee 
Teknikerbyen 31, DK-2830 Virum, Denmark. We need your 
application no later than 10 March; 2000. 


www.ramboli.com 


developments within specified countries but also have the time to 





providing international business with independent analysis and 
E forecasting on global politics and economics. As part of our on- 
going commitment to deliver quality analysis in a timely fashion 
via electronic media, we are recruiting additional analysts to join 
our London-based regional teams covering Africa, Middle East, 
Asia, Latin America and eastern and western Europe. 
We offer qualified. economists the opportunity to work in a 
„challenging, fast-paced environment where enthusiasm and flair 
~ for the subject are the norm. You will travel to your region and 
have regular contact with international contributors as well as 


senior government and business figures. You will continuously track 


The Economist 
Intelligence Unit 


THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 

15 REGENT STREET 

LONDON SWIY 4LR 

EMAIL: jobs@eiu.com www.eiu.com 


INOMIST FEBRUARY 19TH 2000 


provide our clients with thorough, in-depth analysis and forecasting, 

Candidates must be PC literate and be able to demonstrate a 
detailed knowledge of their chosen region. Excellent written 
English is essential, as-is the ability to meet regular deadlines: 
Relevant language skills would bea benefit, 


If you want to develop your skills and career with a global 


leader then please apply in writing, with full CV to the address 
below. Salary dependant on experience; excellent benefits. Non- 
EEA applicants will need to obtain a UK work permit. Please 
state which region or regions you are interested in and quote 
ref EIU036E. Closing date: Monday 6th March 2000. 
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The International Training Centre of 
The International Labour Organization, Turin (Italy) 


Programme Officer 
Regional Programme for Africa 


We are a specialized organization within the United Nations system that provides 
ILO member states with training and learning opportunities in Human Resource 
Development. The Regional Programme for Africa operates within the Training 
Department of the Centre, 


The Role 


O Analysis of training needs and 
priorities within the region 



























The Person 





M University degree in social science, 
economic development, human 
resource development 


O Contributing to the formulation of 
training strategies in Portuguese- 
speaking African countries 


5 years + design, administration and 
implementation of training activities 
experience with at least 3 years in 

the Portuguese-speaking African 

countries 


A Excellent communication skills - 
both written and oral 


6 Analysis and adaptation of project 
proposals 


A Knowledge of at least one technical 
subject area relevant to the 
programmes of the O 


A Monitor and evaluate regional 
programmes according to quality 
standards 


Course manager for identified 
training activities 


& Positive contribution to working 
within a multicultural environment 


0I Proficiency in English and 
Portuguese. Knowledge of French 
an asset 


visit Centre’s, website: bttp/www.itcilo. i/englishAyhatisnew/index.btm 









UNFCCC, 
Bonn, Germany, seeks 
Manager, 





P.5 level, minimum annual salary US$59,963 + post adjustment, to 
direct staff, financial resources and activities of the Methodology 
subprogramme., The ideal candidate should he familiar with policy and 
technical issues relevant to the Convention and will be required to: 
provide leadership to the methodological work of the secretariat; direct 
secretarial work programmes on GHG inventories, projections and 
impacts/adaptation methods; support sessions of the Subsidiary Body 
for Scientific and Technological Advice (SBSTA) and ensure 
Governments are provided with necessary support and documents; 
represent the secretariat at international meetings; ensure the 
cooperation of all components of the Science and Technology 
programme with relevant international organisations and national 
institutions, including the IPCC, and perform other duties, as assigned, 
including replacing the Coordinator of the S & T programme during 
absences. 
Requirements: Advanced university degree in economics, engineering, 
environmental sciences or a related discipline. Extensive governmental 
experience of policy-making in climate change area. in depth 
knowledge of IPCC activities, including methodologies for the 
estimation of greenhouse gas emissions, At least 10 years relevant 
experience, of which 3 - 5 at international level with managerial 
experience at a comparable (senior) level. Fluency in English. Working 
knowledge of French and other United Nations languages desirable. 
Applications to 

Chief of Administration, UNFCCC secretariat, P.O. Box 260124, 
53175 Bonn Germany, preferably by facsimile to 49-228-815-1999 or 
by E-mail to: ekeip@unfecc.de for attention: Chief of Administration. 
Deadline for application: 10 March 2000. Full announcement 
available on: htto/Avww.unicce.de. Applications will NOT be 
acknowledged as received. Contact will only be made with an 
applicant if the secretariat requires additional information or decides to 
invitean applicant for interview. 







































| Please send a detailed CV (quoting reference 1/2000) by 6 March 2000 to: Personnel 
Office, International Traising Centre of the ILO, 10, Viale Maestri del Lavoro, 10127 

























For a detailed job description, contractual conditions and an application form, please 






















The EWC Group, which comprises its main office in Brussels and 
subsidiary offices in Italy, Poland and Slovakia, has extensive 
experience in managing large technical assistance projects, 
particularly in Central and Eastern Europe and the NIS. EWC is 
particularly specialised in programme management for the 
European Commission in a range of sectors including Public 
Administration, Human Resource Development, Institution 
Building, Procurement, Monitoring and Finance. Through 
numerous assignments for the EC, EWC has built up a thorough 
knowledge and understanding of the institutions as well as vital 
insight and recognition of the needs and problems faced during 
project preparation and implementation. 















To support the growing expansion of our business we are looking 
to further broaden our ‘Expert Database’. If you have experience 
in technical assistance projects and would be interested in 
working in the New Independent States of the Former USSR and 
Central and Eastern Europe then register with us today through 
our web site at www.ewc.be on our Job Opportunities’ page. The 
simple registration form takes only 5 minutes to complete and 
once submitted you will immediately be part of our ‘Expert 
Network’. To speed up the process further we would also kindly 
request you to forward to us by e-mail to cv@ewe.be your most 
recent curriculum vitae. 





















EWC Group 
36 rue Ravenstein 
B-1000 Brussels 
Belgium 
Fax: +32-2-507.69.36 


dy 


The International Training Centre of 
The International Labour Organization, Turin (Italy) 


Programme Officer 
international Labour Standards & Human Rights 


We are a specialized organization within the United Nations system that provides 
ILO member states with training and learning opportunities in Human Resource 
Development. The Technical Programme focuses on the development and 
implementation of training activities in the field of international labour standards 
and human rights. It operates within the Training. Department af the Centre. 











The Person 
O University degree in law 


The Role 


1 Development of courses and 
activities in the field of ILS & HR 5 5 years + professional experience in 
the field of ILS, HR or social 
development, with at least 3 years 
in an international context 

A Activity manager for individual SF Excellent training and facilitation 
training activities skills 

A Creation of training and 


A Outstanding knowledge of ILS or 
promotional material 


HR, and good working knowledge 

of the other 

5 Delivery of training sessions on ILS 
&HR 


5 Identification of new developments 
in the field of ILS & HR 


Positive contribution to working 
within a matticultural environment 


0 Proficiency in English and 
either French or Spanish 


& Excellent knowledge of the 
functioning. of international 
organizations. © 


Please send a detailed CV (quoting reference: 2/2000} by 6 March 2000 fo: Personnel 
Office, International Training Centre of-the ILO, 10, Viale Maestri del Lavoro, 10127 
TURIN, Italy - Fax: + 390116936699 - e-mail: Pers@itcilo. it 








For a detailed job description, contractual:conditions, and an application form, please 
visit Centre's website:_bttpAwww.itciloiVenglishAvhatsnew/index tiim 
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THE CONFERENCE BOARD 
Acleading global business research organization, is seeking a project director 
fora High visibility project to assess the impact of exchange rate volatility on 
6. The position requires significant knowledge of international 
fany y with survey organization and execution and survey 
res es, excellent writing and organizational skills, and 
demonstrated. research techniques and expertise. This project involves 
} extensive contact with senior global business leaders and will result in a 
highly visible research product. Please send salary requirement and resume, 
confidentially to 



















The Conference Board 
845 Third Avenue, New York, NY 10022 
ATTN: Beverly Raimondo 


European 
Stone & McCarthy Research 


Stone & McCarthy Research provides real-time analysis of the 
_ financial markets to professional investors via the Internet and 
: Bloomberg: Ideal: candidates for the position will have: 


* A post-graduate qualification in economics. or finance, 
| followed by some relevant experience; 
* Knowledge of the financial markets and macroeconomics; 
* Strong written English and, preferably, a second European 
language; 
* Familiarity with standard computer packages. 





Salary will be competitive. The closing date is 18 March, 
2000, but early application is advised. 

Please contact Gary Kedney, Stone & McCarthy Research, 
City Gate House, 39-45 Finsbury Square, London EC2A 
INA, United Kingdom. Tel: 020-7638-1004 Fax: 020-7638- 
1005 Email: gary@smra.co.uk 





UNIVERSITY COLLEGE LONDON 
UCL Department of Economics 


Chair of Game Theory 


Applications from candidates with research interests in game 
theory are invited for this new professorial post. The prime 
criterion for selection will be an ability to contribute to 
maintaining and developing the excellence of the Department in 

all spheres of its activities. We are particularly interested in 
candidates able to demonstrate a potential to attract both external 
tesearch income and additional overseas graduate students. The 
starting date is expected to be 1 September 2000, though this is 
negotiable. Salary is also subject to negotiation. 


Further particulars can be obtained from Lisa Jones, 
Administrative Secretary, Department of Economics, University 
College London, Gower Street, London WC1E 6BT. Tel: +44 (0) 20 
7679 5860; Fax: +44 (0) 20 7916 2775; e-mail: lisa.jones@ucl.ac.uk. 
Applications (10 copies for UK-based candidates, one copy for 
overseas candidates), including a curriculum vitae and the names 
an addresses of three referees (at least one of whom should be 
based in a country other than the candidate’s country of 
residence) should be sent to the Provost and President, University 
College London, Gower Street, London WC1E 6BT, to arrive no 
later than 20 March 2000. 


The closing date for applications is Monday, 20th March 2000. 
Working Toward Equal Opportunity 
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CORPORATE FINANCE 
Head of Projects 
& Technical Support 


The Council needs to appoint a finance specialist Application Pack 
to deal with the local authority finance settlement, TeL 0181 937 1484 24hrs 
support in budget setting, PFI and leading a : ; 

















best value fundamental service review. or write to: 
Jean Peacock, 
Technical knowledge will be important. Corporate Finance, 


However, also valued will be drive, imagination, Brent Council, Room 1.14. 
and versatility, Additionally, the successful Town Hail, Forty Lane, : 
candidate will contribute to the management Wembley, Middx HA9 9EZ. | 

of the wider Corporate Finance unit. email 


jean.peacock@brent.gov.uk | 







The post holder will be expacted to promote 
the Council's Equal Opportunity policies and 
Corporate Strategy. 


or apply on-line: 
www.brent.gov.uk/jobs.. 


The job is critical to the successful management. Closing Date: Spm Monday 
of the Council's finances and includes working $ March 2000 : 
with the Council's senior management, Members CV's not axcented 
and key players in local and central govemment. Brent isan Equal 


Opportunities Employer 
















International Center for Agricultural Research in the Dry Areas 
CARDA) 


VACANCY ANNOUNCEMENT 


FINANCE OFFICER 
Aleppo, Syria 
















The Organization 

ICARDA is a non-profit intemational agricultural research center in a worldwide 
consortium of 16 centers, supported by the Consultative Group on International: 
Agricultural Research (CGIAR). The CGIAR is co-sponsored by the World Bank, the Food fo 
and Agriculture Organization ofthe United Nations, the United Nations Development’ 
Program and the United Nations Environment Program, With a staff of over 400 scientists, f. 
and support personnel, representing more than 40 nationalities, ICARDA addresses two key 
arcas Of agricultural research: germplasm improvement (cereals and fegumes) and natural 
resoar Management. 

The Position 

The Finance Officer, who reports to the Director of Finance, has primary respo 
Donor Reporting and Budget Management, including financial adrainistration 
including compliance with donor reporting requirements: maintenance of donor base: 
follow-up on all outstanding grant balances for core and special projects and. preparation of |) 
monthly management reports and quarterly financial report to audit committee. of the Board 
of Trustees 
Qualifications 




































Terms of Appointment 
The appointment. will be for an initial period of one year, renewable thereafter on. an annual 
asis. The salary is paid in US dollars. Benefits include housing allowance, paid home leave 
travel, a savings scheme, life and health insurance package, vehicle for business and personal’ 
usc, and free enrollment for dependent children in the ICARDA-administered International 
School (KG-Grade 12). uh 
For more details about ICARDA, the position and living in Syria, see ICARDA's Website: 
atp: /www.cgiar org /icarda 

Qualified applicants are invited to send: a cover letter of interest, including recent salary 
history; curriculus vitae; names, addresses, fax and erhalt of three pal referees; 





















E-mail: ICARDA- 
sor other large file 






JOBS@CGLAR.ORG (If sending by e-mail, please do not include graph 
attachments.) 


REFERENCE: quote INTÆL4/99 on the application (or in the subject line ifapplying by e-mail). 
APPLICATION DEADLINE: Applications must be received by 10 March 2000. 
ICARDA is an equal opportunites employer, and encourages applications from women. 
















LATAM ECONOMIST 


4CAST, a leading provider of real-time analysis and strategy 
for financial markets, seeks a macroeconomist for its | 
New York or London office to cover Latin America. The job entails 
macroeconomic analysis and development of innovative trading 
strategies for regional equity, fixed income and currency markets. 
The ideal candidate will have 2-3 years experience covering: the 
economies and financial markets of Latin America. Fluency in either 
Spanish or Portuguese and a post-graduate degree in economics are 
highly desirable. In return, 4CAST offers a competitive package, 
a long-term equity scheme and a dynamic working environment. 
Please submit CVs via fax to + 44 (0)171-963-6001 (attn: G.Frieda), 

or via email to: g.frieda@4cast.net 





















































NUFFIELD COLLEGE 


OXFORD 


Official Fellowship in Economics 


The College proposes to appoint, with effect from 1st October 
2000, an Official Fellow in Economics. Official Fellowships are 
comparable with research professorships in other universities, and 
form a central cornmponent of the permanent research and teaching 
astablishment of the College, The duties of an Official Fellow are 
to engage in research and to supervise graduate students; 
an established research record is essential. 














Further details can be obtained from the Warden's Secretary, 
Nuffield College, Oxford OX1 1NF, email economics.tellowship 
@nuffield.ox.ac.uk or trom the website at http://www.nuff.oxac. 
uk/general/jobs/economics/particulars.shtmi. Applications should 
be received by 20th March 2000. 


Nuffield College is committed to the principle of equality of 
opportunity. The College exists to promote excellence in education 
and research. 


b Imperial College 


OF SCIENCE, TECHNOLOGY AND MEDICINE 


ee 
CHAIRS OF FINANCE The Imperial College Business Gateway 
Faculty of Economics and Commerce Business Alliance Managers 





The University, recognised internationally for excellence in teaching 

and research, is located centrally in Melbourne, a vibrant centre of (4 posts) 

Australian intellectual and cultural life. Imperial College is setting up a new ‘Business Gateway’ to enhance 
the focus of the College’s outstanding interaction with the Industrial 

The Position: Two Chairs of Finance located in the Faculty of and Business Sector, This development provides an exciting 

Economics and Commerce. One of the positions will involve opportunity for four Business Alliance Managers to act as agents 

appointment as the Head of a new Department of Finance. for the expertise contained within the College and as catalysts for 


developing long term strategic relationships with the business world. 
| The core role of the gateway is to expand on the links already in 
place with specific focus on the following sectors with which the 
College has particularly affinity: 

Remuneration: An attractive remuneration package will be negotiated. * Chemicals and Biotechnology - Ref BG1/CP 

* Engineering, including Materials - Ref BG1/EM 

* Information Technology - Ref BG1/IT 

¢ Finance and Management Consultancy - Ref BG1/FM 


The four new post-holders will bring a deep understanding of commerce 
and industry and their medium.term requirements in terms of 
technology, highly trained recruits and education. The post-holders have 
a proven record of innovation and achievement in their previous career. 


Each manager will have the ability to identify areas of benefit to 
the College and a partner within their given sector and to take 
these ideas forward against.an agreed business plan. Based 
formally within the Research Support and Development Division, 
the managers will liaise closely with the College’s existing 
administrative functions that relate to external industrial 
interactions and promote these activities whilst also developing 
new mechanisms for interaction. In order to establish the gateway 
the post-holders will have to be persuasive and influential in both 
academic and commercial environments. 


Each post will attract a salary of up to £50K p.a. for the right 
candidate in recognition of the high calibre of staff required to 
make the gateway a success. The posts are available for three 
years in the first instance with the potential for extension based 
on success over this period. 


For further details and an application’ form, please contact Carolyn 


The Person: You will have a distinguished record of achievement in 
both research and teaching in finance and will be expected to give 
leadership in this field. 





Contact: Academic enquiries should be directed to Professor Ross 
Williams, Dean, Faculty of Economics and Commerce, telephone: 
+61 3 9344-5311: secure facsimile: +61 3 9347-3986; email: 
rwilliams@ecomfac.unimelb.edu.au 


Further information about the position including details of the 
application procedure, conditions of outside work, superannuation, 
travel and removal expenses, housing assistance and conditions 
of appointment, is available from john Goodwin, telephone: 
+61 3 9344-7935; secure facsimile: +61 3 9344-6897; email: 
jgoodwin@unisec.unimelb.eduau or from Association of 
Commonwealth Universities (48102), 36 Gordon Square, London 
WCIH OPF (tel: 020 7387 8572 ext. 206; Fax: 020 7383 0368; email: 
adverts@acu.ac.uk). This: information is also available on the internet: 
heep://www.unimelb.edu.au/ExecSerw/Seniorapp/indexchtm 


Application to: University Secretary, The University of Melbourne, 
Victoria 3010, ‘Australia (marked “PERSONAL AND 
CONFIDENTIAL”) and identified as 
Application No, 99128. Secure facsimile: 
+6) 3 9344-6897, by | May 2000. 


The Council reserves to-itself the right to make 
no appointment or to fil the Chair by invitation 





at any stage. MELBOURNE Andrews, Room 527 Sherfield Building, Imperial College of Science, 
An equal opportunity employer batfatia Technology and Medicine, Exhibition Road, London, SW7 2AZ 


(E-mail: c.andrews@ic.ac.uk). 
Closing date for receipt of applications is 20 March 2000. 


he College is striving towards Equal Opportunities 
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Deputy Director for Technical Operations 
Maternal and Neonatal Health (MNH) Program 


The JHIMEGO Corporation, an affiliate of Johns Hopkins University, providing technical assistance 
in maternal and neonatal health programs (MNH) worldwide, seeks an experienced senior public 
health or medical professional to till the position of Deputy Director for Technical Operations in our 
MNH Program Office 


The Deputy Director is responsible for the overall technical direction and synthesis of MNH 
Strategics, coordinating with partnering organizations and USAID as well as assuring their highest 
technical quality 


This position requires a person with demonstrated excellence in international MNH at the senior 
level with significant experience in providing technical leadership and guidance to groups from 
diverse backgrounds in order to design, implement and analyze large seale programs globally 
Demonstrated expertise in modeling and facilitating strategic thinking and planning activitics is also 
required as well as substantial knowledge of maternal and neonatal health issues. Experience with 
USAID and similar donor agencies in developing countries preferred. S/he should be a medical 
professional with an advanced degree in public health or have a PHD in public health with relevant 
experience. The position is located in Baltimore, Maryland with up to 30% international travel 

For immediate consideration, please send resume with salary requirements via U.S, mail to The 
JHPIEGO Corporation, Human Resources Office, 1615 Thames Street, Baltimore, Maryland 


21231; e-mail to HR@JHPIEGO.ORG or fax to JHPTEGO Human Resources Office at (410) 614 
9805. For more information abour JHPIEGO and its services, visit our 


HTTP:WWW.JHPIEGO,JHU.EDU/, 


website at 


Equal Opportunity Employer 





SS 9 eee | 
CHAIR IN ECONOMETRICS 


Faculty of Economics and Commerce 


The University, recognised internationally for excellence in teaching 
and research, is located centrally in Melbourne, a vibrant centre 
of Australian intellectual and cultural life. 


The Position: A Chair in Econometrics located in the Department 
of Economics, Faculty of Economics and Commerce. 


The Person: You will have a distinguished record of achievement 
in both research and teaching in econometrics and will be expected 
to give leadership in this field. 


Remuneration: The total remuneration package is in the vicinity of 
A$1 10,000. In addition, provision exists for four weeks annual leave 
and study leave. 


Duration: This Chair is offered on a continuing basis, subject to 
satisfactory performance. 


Contact: Academic enquiries should be directed to Professor Ross 
Williams, Dean, Faculty of Economics and Commerce, telephone: 
+61 3 8344-5311; secure facsimile: +61 3 9347-3986; e-mail: 
r.williams@ecomfac.unimelb.edu.au 


Further information about the position including details of the 
application procedure, conditions of outside work, superannuation, 
travel and removal expenses, housing assistance and conditions 
of appointment, is available from Rosemary Senior, telephone: 
+61 3 8344-5003; secure facsimile; +61 3 8344-6897; email: 
rsenior@unisec.unimelb.edu.au or from Association of 
Commonwealth Universities (48106), 36 Gordon Square, London 
WCIH OPF (tel: 020 7387 8572 ext. 206; fax: 020 7383 0368; email: 
adverts@acu.ac.uk). This information is also available on the internet: 
hetp://www.unimelb.edu.au/ExecServ/Seniorapp/index.htm 


Application to: The University Secretary, The University of 
Melbourne, Parkville, Victoria 3010, Australia 


(marked “PERSONAL AND 
CONFIDENTIAL”) and identified as 
Application 99/29. Secure facsimile: 





+61 3 8344-6897, by | May 2000. 


The Council reserves to itself the right to make 
no appointment or to fill the Chair by invitation 


ees 
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OB HUNTING INTERNATIONALLY‘ 


Executive §75K-500K+, Career searching into, within or out of 
Asia / Europe / M.East/ U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: 
+1 202 4781698 
+44 20 75048280 
+66 2 2674688 






Email: 
cpamerica(@)careerpath.co.uk 
cpeurope@careerpath.co.uk 
cpasia@bkk.loxinfo.co.th 






USA/Canada 
Europe 
Asia / M. East / Aus 













GROUPE 
ap E0 
w T Business 


School 


* Finance 

* Financial Accounting 

* Marketing 

* Human Resources-Organizational Behaviour 
* Strategy 

* International Business 

* Technology Management 


Profile 

Candidates should have a PhD and be involved in International 
Research, Please give details of Publications and research interests. 
International teaching experience and fluent English are also required, 
This position is open to all nationalities. Candidates are not required 

to speak French. 

Position 

Assistant Professor/Associate Professor depending on CV and skills. 
Starting September 2000. The selected candidate will play a key 
role in his/her department and will focus strongly on Research, 

We will provide the support you need, 


Please apply to 
Jean-Claude GABILLON - Dean of the Faculty 
ECOLE SUPERIEURE DE COMMERCE DE TOULOUSE 
20, boulevard Lascrosses - BP 7010 

31068 Toulouse Cedex 7 - FRANCE 


e-mail : je.gabillon@esc-toulouse.fr 










A prestigious CEs 
for French Gradua 
education ; 
recruiting Profes 


























UMIST and the University of Manchester, 
in collaboration with the Manchester 
Metropolitan University and University of 
Salford, are establishing a Science 
Enterprise Centre, one of eight in the UK. 


Ņ 


The Centre will òẹ a world class establishment for 
entrepreneurialism and new commercial activities incorporating 
the teaching of enterprise into the university curriculum. 


An outstanding individual is sought for appointment as 


PROFESSOR OF ENTERPRISE 


to work with the Director of the Centre in establishing its 
academic foundations and to develop anc deliver the 
academic programmes and relevant research activity. 


The successful candidate will have good communication and 
team leadership skills, an international reputation for research 
and will be able to demonstrate an awareness of the 
entrepreneurial culture and show evidence of having worked 
at the university/business interface. 


The post will carry an attractive salary commensurate with 
its importance. 

Informal enquiries can be made of Professor David Auckland 
(Tel: 0385 993333, Email: dauckland@btclick.com) 
or Professor Robin Procter (Tel: 0161 200 4860, 
Email: robin.procter@umist.ac.uk). 

For an application form and further details please 
write to: The Personnel Office, UMIST, PO Box 88, 
Manchester M60 1QD. Please quote reference: 
MSEC/A/35. The closing date is 24 March 2000. 


An equal opportunity employer 






THE UNIVERSITY 
of MANCHESTER 
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AVERY HILL UNIVERSITY CAMPUS : l 
SCHOOL OF SOCIAL SCIENCES 
LECTURER IN" 
ECONOMICS 


pplications are welcomed from those interested in joining 

a well-established team of economists at the University of 
Greenwich. This is an opportunity to join a team with a strong 
interest in good teaching and high quality research. 


“THE UNIVERSITY Of York. 
YORK HEALTH ECONOMICS CONSORTIUM 


HEALTH ECONOMICS 
CONSULTING/RESEARCH STAFF 


The York Health Economics Consortium (YHEC) is a health 
economics consulting group owned by the University of York. 
YHEC provides consultancy, applied research and training services 
to the NHS and to pharmaceutical and health care industries. The 
Unit is seeking to enhance and strengthen its consultancy team by 
the appointment of additional consulting staff. 

























































Suitably qualified applicants with teaching and research 
interests in any area of economics will be considered although 
a specialism in macroeconomics, monetary economics or the 
economics of finance would be especially welcome. 







Applications are encouraged for senior posts (5 years’ experience 
required) and junior posts. While a qualification in health 
economics and a first degree in economics or a quantitative 
discipline are desirable for both posts, other relevant. training and 
experience in quantitative and qualitative work for the NHS or in 
health care industries are also valued in YHEC. 











Salary: £17,089 - £27,029 per annum inclusive. 

Further particulars and application form available from 
the Personne! Manager, University of Greenwich, Avery 
Hill Road, London, 
SE9 2UG {Ermail: 











Salary for senior post is on a scale up to £35,670 per annum and a 














; the car is provided. Salary for junior posts is on a scale up to £24,479 
Jobs@gre.acuk) to UNIVERSITY P 3 
whorn completed ~~ A i l 
applications PAN be Bc; of Informal enquiries can be made to Dr Peter ner (Director) or 
returned by 3rd Mareh D ps GREENWICH Ms Karin Lowson (Deputy Director) on 01904 433620. 





For further particulars and details of how to apply please write to 
the Personnel Office, University of York, Heslington, York YO10 
5DD (e-mail: jobs@york.ac.uk), quoting reference number 5/6016 
or see: http://www.york.ac.uk/admin/persnl /jobs/6016:htm 
The closing date for applications is Friday 10 March 2000. 


2000. 
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BUSINESS & PERSONAL 


Use your PC to make 
phone calls over the 
Internet and save big! 






Research Professor, Research 
Fellows, and PhD Scholarship for 
a new research unit in Denmark 


The Department of Economics at the University of 
Aarhus, the Faculty of Business Administration at the 
Aarhus School of Business and the Danish National 
Institute of Social Research in Copenhagen jointly invite 
applications for a number of positions. The intention 

is to establish a small research unit specialising in 
methodological research as part of the project 


Supply us with your 
telephone or fax number 
and we'll get right back to you. 


a minute Fc. 
Cc rs | i i S Australia Hungary 


Austria k India 
to the ra ’ Indonesia 

: Sao Paulo  29¢ bi 
Buenos Aires 25¢ tan 
Canada ge Jordan 
Cayman isl. 35¢ Mexico 
Chile 20¢ Moscow 
China 36€ Netherlands 
Colombia 220 Norway 
Croatia 33e Pakistan 
Czech Rep. 276 Philippines ane 
Denmark 9.96 Spain 
Dom, Rep. 23¢ Sw eden 
Peypi # a Switzerland 
Germany Be Thailand 
Greece. 206 Tokyo 
Haiti GGE Turkey 
HongKong 8e UK 


Call; 1-201-530-4756 Fax: 1-240-255-5903 
http://www.onlinecalls.net/econ 


Development of quantitative methods 
for analysis of combined survey-register data 
panels in social and labour market research 


For further information on the full job description, 
application procedures, etc., please visit the website 
of the Danish National institute of Social Research 
www.sfi.dk or contact Director General Jorgen 
Sendergaard, the Danish National Institute of Social 
Research (phone: +45 33 48 08 08, e-mail: js @ sfi.dk). 


Deadline for applications is 31 March 2000. 





Danish National Institute of Social Research 
Hertuf Trolles Gade 11 


DK-1052 Copenhagen K ft a 
DENMARK Linies to Peza Phone cas oriy 


n customers only, 
Rates subject to change without notice. 
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GOVERNMENT OF INDIA (GOI) 
DEPARTMENT OF DISINVESTMENT 


I Requires a Global Advisor for the disinvestment in 
HINDUSTAN COPPER LIMITED (HCL) 


The GOI intends to implement the first phase of 
disinvestment of HCL and proposes to appoint a 
Global Advisor (GA) to advise and assist it. 


The responsibilities of the GA will broadly cover 
advising and assisting the Government to 
implement the first phase of disinvestment of HCL 
including formation of a new company, segregation 
of the assets of Khetri and Taloja units of HCL, 
| suggesting measures to correctly apportion the 
assets and liabilities of these two units, preparing 
a detailed information memorandum, marketing 
the disinvestment, inviting and evaluating the bids, 
negotiating with prospective strategic partners, 
drawing up the shareholders agreement and other 
agreements, advising on post disinvestment 
matters and all other allied matters. 


| Internationally reputed = merchant/investment 
banks, consulting firms and financial institutions 
with expertise in  privatisation/restructuring are 

{invited to submit Expression of Interest for 
selection as GA, singly or as a consortium in the 
prescribed proforma on or before 15.3.2000. 


Bidders shall deposit along with their Expression 
of Interest a non-refundable earnest fee of INR 
25,000 (or US$ equivalent) by way of Demand 
Draft payable at Calcutta in favour of Hindustan 
Copper Limited. GO! reserves the right to refuse 
any or all Expressions of interest without assigning 
any reasons therefor. All potential Bidders are 
requested to collect the prescribed proforma of 
Expression of Interest and approach for further 
details, if any and send their Expression of Interest 
to the Company Secretary, HCL at the following 
address:- 


Hindustan Copper Limited 
‘Tamra Bhawan’, 1 -Ashutosh Chowdhury Avenue 
Calcutta - 700 019, (INDIA). 
Telephone: 91-33-2400276 
Fax: 91-33-2408478, 91-33-2478640 
E-mail: hindcop@cal.vsni.net.in 
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GMC 
Fax +3 120-524 1407 


BAHAMAS FOR LESS $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 
Beautiful RCI affiliated Gold Crown resort. 
Up to 2 adults and 2 children, 

rate is roam only, see our website 

aww. indyport.cormSamplerteccs 
Fax: (242) 327-8665 Tel: (242) 327-8500 


www.worldtariff.com/econ 
Legally & Ethically 
OWN YOUR OWN 
OFFSHORE BANK 
Call: 310-376-3480 USAY 
Fax: 310-798-3842 (USA). 
“offshoreanswers.cony” 


IMMIGRATE TO CANADA 
“4 y 
“We Can Help” 
25 Years Experience in inmigranon Matters 
The law firm of Somjen & Peterson 
hipi www, ssomjens con 


Toronto. ‘Ontario, MB 
Tel: 41 62. Pax: (416/922 4234 
“We Can Retr” 


The ultimate authority on the world’s best hotels 
hideawayreport.com 


ONE STOP 
CENTRE r OR YOUR NORTH AMERICAN BUSINESS INTERESTS! 


AC Asset MpautPrOpéety 
Registered Agents & Profess 
€ 


C Canada VSZ 402 


opment net 
idevelopment, net 


Let our exclusive group of i former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your immigration: | 
process. Applications professionally and confidentially . prepared. Our 
ack guarantee is your assurance of success. Fa 
. Specialists for skilled workers, businessmen and 


OIC CONFRATERNITY CANADA LTD, | 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C T ? 
TEL: (604) 669 0389- FAX: (604) 669 bi 
INTERNET: www.oiceamada.com E-MAIL t 


BUSINESS OPPORTUNITIES 


OFFSHORE COMPANIES 


i Ready y made companies 
* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Albion Plaza 2-6 Granville 
Road, T5.T, Kowloon, Hong Kang 
cnacs@hk. supernet 
Te 2) 2724 1223 
Fax: (852) 2722 4373 


TENDERS 


@WorildBid | 


nanan, TRADE LEADS 


View details at: : 
www.worldbid.com | 





Worldwide Business Consultants; Ines |. 

















BUSINESS & PERSONAL 











Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti 


nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your 
local travel agent or Crossair +44 845 607 3000. www.crossair.com @ The Qualillyer Group 





crossair 













Offshore Companies, Trusts, Tax Planning 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 


tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international (ax planning and trustee 


services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: Stuart Stobie USA: BH Andrews 
Tes. ARST 2542 EET? Feb nb 157 363 9669 
F: Fa 3 


Sowenekgn Trust (Gibraltar) Limited 


GIBRALTAR: Diane Dentith 





group.com uk 


#"LONDON'N 


m Quality serviced apartments offering best value Ë 

for money. Our apartments offer great savings 

| compared to hotels. Fully serviced, private a 
bathroom, kitehen, TY, telephone, central 
heating, elevator. 

a Centrally located in Kensington area. a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 

a 3 Ashburn Gardens a 

a South Kensington, London SW7 4DG, UK e 


www.ashburngardens.co.uk 
| info@ashburngardens.co.uk 


Tel: ++44 207 370 2663 
\ Fax: ++44 207 370 6743 J 
BEBBRERE 


OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE GCREOIT CARDS 


‘Tel: +353-1-6790600 Fax:+353-1-6790475 
Ridge House, t Conyngham Road, 
Dublin 8, ireland 
E-mail: Funds xpress @clubiie 


Cyprus: 
Yol:e357-2752415 Fax:+367-2766722 


Established since 1980 


U.K. Simon Denton 
Tek råd (oh) o7 479 TAH Tel +] 649 946 5046 
Fax: +44 (07207 439 4 


T.C.h: Paul Winder 


Fax: +1 649 946 5031 
tcl@usovercigngroup.com 


DELAWARE (USA) 
mT 


3511 Siveside Rd, #I05EC © DE- USA 19810 
302477-9800 © BOO321-CORF 2477-9811 
E-mail: corp@rdelieg.com > internet: hike com 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 





write or send your manuscript to: 
MINERVA PRESS 
315-317 REGENT STREET, 
LONDON WIR 7YB, ENGLAND 
www, minerva-press.ca.uk 


BY CPAIN LONDON 
US/UK tax return service and US/UK tax 
advice for US citizens and US “green- 
card” holders living working abroad. 
Servicing individuals and corporations, 


Mokhtar Edwards & Co 
65 London Wall, London EC2M STU 
Tel: 0207588 8200 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax/low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE 
International Company Services (Canada) Lid 


IBERIA - ROD RAMSDEN LLB LLM 
Iberia Companhia de Servicags Lda. 


UK - PEYMAN ZIA 


International Company Services (UK) Ltd 


Tel: +1 450 679-7452 Fax: +1450 679 4263 Tel: +351213142030 Fax: +351 213142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 |, 


Email icscanada@cedep.net 


USA (WEST) - KASRA SADR JD USA (EAST) «JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
international Company Services (USA) Inc International Company Services (USA) Inc 


Tek +7 310550 8712. Fae 41910 2057973 Teb +19549431498 Fax: +19549431499 Tel: +598 29021165 Fax: +598 29021194 
Email: usa@ICSL.com 


Email: usawest@1CSL.com 
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Email: por@ICSL.com 


Email: uk@ICSL.com 


International Company Services S.A. 


Email: uy@ICSL.com. 


www.ICSL:com 
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FROM THE WORLDS No. 1 PROVIDER 


INSTANT RESPONSE 


CONFIDENTIALITY 
ASSURED 


29 LANGUAGES 


For over a quarter of the century, 
OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients. 


Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, the col- 
lective experience, skills and 
resources of more than 300 multi- 
skilled professionals including 
lawyers, chartered accountants 
and secretaries, economists and 
bankers are instantly accessible - 
wherever you are. 


THE MOST COMPREHENSIVE 


RANGE OF OFFSHORE SER- 
LONDON - Richard Cook 85c (Hons) 
Tel: +44 (20) 7355 1096 
Fax: +44 (20) 7495 3017 
E-mail: ilon@ocra.com 


LUXEMBOURG - Eveline Karls 
Tel: +352 224 286 

Fax: +352 224 287 

E-mail: flux@ocra,com 


FINLAND - Til! Sahlgren BSC (Econ) 
Tel: +358 (9) 6969 2569 

Fax: +358 (9) 6969 2565 

E-mail: if@ocra.com 


MADEIRA - Dr David Fiske de Gouveia 
MIS BSc, MBA 

Tel; +351 (291) 201 700 

Fax: +351 (291) 227 144 

E-mail: imad@ocra.com 


HUNGARY - Laszlo Kiss BSc Econ 
Tel: +36 (1) 351 9959 
Fax: +36 (1) 351 9958 
E-mail: ih@ocra.com 


BULGARIA - Stoyan Mavrodiev LLM 
Tel: +359 (2) 980 86 65 

Fax: +359 (2) 989 16 63, 

E-mail: ib@ocra.com 


CYPRUS - Christos Vassiliades Attorney 
Tel: +357 (2) 673 211 
Fax: +357 (2) 673 463 
E-Mail: icy@ocra,com 


MAURITIUS - Ashiq Bacha Acca 
Tel: +230 211 5100 

Fax: +230 211 5400 

E-mail: imr@ocra.com 


SINGAPORE - Florence Nathan acs 
Tel: +65 535 3382 

Fax: +65 535 3991 

E-mail: isin@ocra.com 


HONG KONG - Raymond Choi MUA (Dip) 
Tel: +852 2522 0172 
Fax: +852 2521 1190 
E-mail: ihk@ocra.com 


AUSTRALIA - Malcolm Cooper 
Tel: +61 (2) 9251 5822 
Fax: +61 (2) 9251 5050 
E-mail: ia@ocra.com 
USA AICS Ltd - Kevin Mirecki 85, JD, tq 
Tel: +1 (949) 979 3344 
E Fax: +1 (949) 979 3300 
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| OUTPUT, DEMAND AND JOBS Ameridan indstrialprodisction leaptby i o%in January, its wae COMMODITY PRICE INDEX 

| biggest monthly increase since August 1998; its annual growth rate quickened to 5.6%. Britain's | Rubber prices are on the rise. So | 
| industrial-output growth slowed to 1.9% in the 12 months to December. The claimant-count rate | much so that the International Natural 
| 
| 
iak 


fronomist 





| of British unemployment remained at a 20-year low of 4.0% in January. Rubber Organisation is thinking of selling 





its buffer stock. The rubber pact was | 





GDP GDP forecasts __production (volume) % rate scrapped last October after Thailand and 
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Malaysia quit, saying that it had failed to | 
prop up prices. nro was left with 140,000 | 
tonnes of rubber to dispose of by June 2001. | 
Firmer demand from tyre makers, higher oil | 
prices (which make synthetic rubber | 
| dearer), and a seasonal fall in rubber sup- | 
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plies have pushed the price of natural rub- | 
ber to 74 cents a kilo, up from 30-year lows 
of less than 60 cents a kilo last year. Thai- | 


-H Te | land’s government stockpile has fallen to | 
+ Now 








60,000 tonnes, down from 260,000 tonnes | 
last September. Thailand and Malaysia, | 
which fear that inro sales will undermine | 
3 | astill-fragile market, have put $43m into a | 
TZB Nov 24 ju 6 ox 106 | fund tobid for nro rubber themselves. 
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PRICES AND WAGES German producer-price inflation rose to 4.0% in the 12 months to Janu- 























month year 





























































AE sain sa Reena cae ON, ROE S| 
i A | 
ary. Britain’s rose to2.5%, its highest since November 1996. Spanish consumer-price inflation re- | pore ment Bes re Gh wee 
mained at 2.9% in the 12 months to January; Dutch inflation dipped to 1.9%. British workers re- | ee a 
ceived a pay rise of 6.2% in the year to the fourth quarter, the biggest increase since March 1992. | industriais i | 
All 79.9 l 
% change at annual rate The Economist poll htt a5 
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@ THE TAX WEDGE The difference be- woe ne a 7 DA a EEA aia sr, SA 
tween workers’ take-home pay and what it eee ERE WRC eK ue eine Si: oe 6b 
costs to employ them--the so-called “tax |; 

wedge”—consists of income tax and the so- 
cial-security contributiens of employees 
and employers. The fattest tax wedges are 
in continental Europe. Employment taxes 
exceed the take-home pay of the average 
single production worker in Belgium, Ger- 
many and Sweden. Belgian employers’ pay- 
roll taxes account for 26% of labour costs, a 
proportion topped in-our chart only by 
France (28%). In Australia there is no payroll 
tax; employees pay an income-related levy 
for health care. In New Zealand, neither 
bosses nor workers pay compulsory social- 
security contributions, but employers do 
have to pay taxon workers’ fringe benefits, 
such as company cars and cheap loans. 
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MONEY AND INTEREST RATES America’s broad-money supply growth slowed to 8.0% in 
-the 1amonths to January; Japan’s broad-money growth remained at 2.6%. The yield on 30-year 
American Treasury bonds fell to 6.27% in the week to February 16th. 


Money supply* interest rates % p.a. (Feb 16th 2000) _ 
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| STOCKMARKETS Worries about higher in interest rates put a dampener on most rich-country 
| markets. London fell by 2.7%, Frankfurt by 1.8% and Paris by 2.9%. Two big bankruptcies in Japan 
| hit Tokyo: the Nikkei was down 2.0%. The Dow fell by 1.3%. 
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„Trade balance*, Son . _ Current account Exchange rate 
latest latest 12 The Economist poll trade-weightedt 
month months latest 12 mths % of GDP, forecast feb 16th year ago 
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TRADE, EXCHANGE RATES AND BUDGETS Japan’s current-account surplus was $107.2 billion last year, down from $121.0 billion in 1998. 
k ‘Its visible-trade surplusedged down to $8.8 billion in December; the 12-month total fell to $123. 5 billion. Spain’s current-account deficit widened | 
| to $10.7 billion in the 12 months to November. The dollar's trade-weighted value rose by 0.6% in the week to February 16th. 
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W SHARE PRICES Equities were a better in- 
vestment than bonds during the 2oth cen- 
tury in every country in ourchart, Domestic 
equity investors earned the highest returns 
in Sweden. However, the performance of 
shares in most countries has often-been 
overstated, according to “The Millennium | 
Book: a Century of Investmer pila 
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@ CENTRAL BANKERSCentral banks have 
suffered serious inflation over the past cen- 
tury: the number of banks has risen from 18 
in 1900 to 173 at the end of last year, accord- 
ing to the Morgan Stanley Dean Witter Cen- 
tral Bank Directory. The world now has 
more than half a million central bankers. 
The People’s Bank of China employs as 
many as 150,000, and the Central Bank of 
Russia another 90,000. But whereas this is 
| equivalent to 12 central bankers per 100,000 
| of China’s population, Russia has 62 per 
| 100,000. Despite the transfer of monetary 
| policy to the European Central Bank 
| (which employs only 720), the number of 
| staff in national central banks in the euro 
| 
| 
| 
| 


| area remained broadly unchanged last year 
| at 53,000, or 18 per 100,000 of population. 
| America’s Federal Reserve has a modest 
| nine per 100,000. 





Staff per 100,000 population, 1999. 
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ECONOMY In January annual inflation rose in Poland. and South Africa but eased in Hungar 
and was unchanged in Israel. Venezuela’s currerit account showed a surplus of $5.5 billion i 
1999, following a $2.6 billion deficit in 1998. Chile’s trade balance also moved into surplus, by $1. 
billion, in 1999. Egyptian industrial production in 1999 was 9.7% higher than in 1998. 


% change on year earlier Latest 12 months, $bn 
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FINANCIAL MARKETS Several Kian hai suffered as investors sold ieo share: 
Seoul ended the week down 9.9% and Manila lost 7.4%. A weaker rand depressed Johannes 
burg, which fell by 5.8%. But Caracas soared by 9.2% on February 16th to a nine-month high, as. 
foreign fund bought telecoms shares. 











Currency units interest rates Stockmarkets % change on 
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America’s Hartland 


Sin--You state that my campaign 
for the presidency foundered 
after my surprising upset victory 
in the New Hampshire primary 
in 1984 (“The road ahead for 
McCain”, February 12th), and that 
I could not meet the vital test of 
turning an electoral upset into 
wide appeal. The facts are other- 
wise. Two weeks after New 
Hampshire, my campaign won 
seven of nine “Super Tuesday” 
states, including Florida, and 
came within 4,000 votes in an 
eighth of causing Vice-President 
Walter Mondale to concede the 
nomination. 

Thereafter, my campaign car- 
ried every New England state, vir- 
tually every state west of the Mis- 
sissippi, swept a number of states 
including Connecticut and Ne- 
braska, and virtually shut out the 
“front-runner” in the largest and 
last primary in California. Indeed, 
1 won u of the last 12 primaries 
and went to the Democratic con- 
vention in San Francisco with 
more than 1,200 committed dele- 
gates representing almost 8m 
primary voters. No other chal- 
lenger in my memory, especially 
one given so little chance at the 


outset, ever did so well. 
Kittredge, 
Colorado Gary HART 


Sir—John McCain's “unsettling 
quote of the week” (Primary col- 
our, February 12th) about Luke 
Skywalker and the Death Star, 
was most likely lifted from an- 
other political operator once 
closely affiliated to the family of 


LETTERS The Economist, a5 St P ess Street, 


Mr McCain’s main opponent 

In 1988, George Bush's cam- 
paign manager, Lee Atwater, used 
the following words to. describe 
the importance “ofthe New 
Hampshire primary for candidate 
Bob Dole: “New Hampshire was 
like the last scene in the film ‘Star 
Wars’, with the attack planes fly- 
ing into the Death Star; the one 
and only way of blowing up the 
space station and defeating the 
Empire was to fly down that 
groove into the centre, and 
‘boor’—it was all-over” 

Bob Dole missed that chance, 
and, as everybody. knows, Mr 
Bush’s empire struck back. 
Stockholm MOTOR GUNNAR 
EIAI IIE EENE EE NE ONENE ONA NE EER EA m 


Shedding some light 


Sixr—tn talking of the expected fu- 
ture of sending data by light (pho- 
tons) rather than by electrons 
(“Fiat lux”, February 5th), you use 
the term “gurus of photronics”. 
The expression seems eminently 
appropriate, for the actual defini- 
tion of a guru is “he who dispels 
darkness”. 
London 


TAHIR SHAH 





Flying out of trouble 


Sir—You correctly assess Amer- 
ica’s aviation crisis: a boom in air 
travel and a bust in. investment 
(“A jam at 32,000 feet”, February 
5th). However, you do not recog- 
nise the efforts of the House Tran- 
sportation and Infrastructure 
Committee to provide the neces- 
sary and deserved investment for 
our nation’s aviation system. Last 
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year, the House passed the Avia- 
tion Investment and Reform Act 
for the 21st Century—are 21. Cur- 
rently, the House and Senate are 
meeting in conference to produce 
a final version of this legislation, 
and both bodies have expressed a 
desire to complete this process as 
soon as possible. 

The unavoidable fact is that 
America is hurtling towards grid- 
lock and potential disaster in the 
sky. The number of passengers 
and delay hours are increasing 
dramatically and are projected to 
continue to do so. Also increasing 
is the balance in the Airport and 
Airway Trust Fund because user 
fees and taxes, which were in- 
tended to be dedicated exclu- 
sively to aviation improvements, 
are not being invested as they 
should be. 

AIR 21, my committee’s sol- 
ution to this problem, proposes to 
unlock this trust fund. By doing 
$0, AIR 21 will make sure that we 
can invest the available resources 
to meet the growing demand for 
air travel, modernising and im- 
proving our aviation system to 
ensure that it remains safe, reli- 
able and economically viable. 

Bup SHUSTER 

Chairman 

Committee on 

Transportation and 

Infrastructure 

Washington, DC us Congress 
ssh amicus a” 


Target inflation 


Sir—-You rightly point out (Eco- 
nomics focus, January 29th) that 
the combination of a floating ex- 
change-rate regime with a mone- 
tary framework based on explicit 
inflation targeting is becoming 
popular in emerging economies 
(as well as in industrial countries, 
you may also add). However, you 
are much too sceptical about the 
success of such a combination, la- 
belling inflation targeting as a re- 
cent fad “that has barely been 
tested.” 

You forget that the two main 
emerging countries that targeted 
inflation during the 1990s—Chile 
and Israel—successfully with- 
stood a major test in 1997-99, in 
the form of exchange-rate depre- 
ciation caused by financial conta- 
gion and terms-of-trade deteri- 
oration in the wake of the Asian 
crisis. During this shock, both 
countries strengthened their re- 
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gimes and were able to achieve 
low levels of inflation, similar to 
levels in industrial countries. 
Moreover, the experience of 
both these countries suggests that 
inflation targeting can be success- 
fully applied to reduce inflation 
from moderate levels, say around 
20%, to near price stability. The 
current stampede of industrial 
and emerging countries alike to- 
ward floating-cum-inflation tar- 
geting, and away from exchange- 
rate and monetary anchors, sug- 
gests that this combination is the 
only real alternative to giving up a 
national currency in favour of 
monetary union or dollarisation. 
No “other exchange-rate fad” ap- 
pears on the horizon. 
KLAUS SCHMIDT-HEBBEL 
Chief of 
Economic Research 


Santiago Central Bank of Chile 


Sır—Your critical article about 
Peru (“The Andean autocrats dig 
in for the long haul”, February 
5th) elicited an angry reply from 
President Alberto Fujimori’s vice- 
presidential running mate, Fran- 
cisco Tudela (Letters, February 
19th). Mr Fujimori and his gang 
really need to get their story 
straight. While Mr Tudela admits 
that I was robbed of my Peruvian 
citizenship, the current prime 
minister, Alberto Bustamente, 
keeps telling the world’s press 
that this is false and that | remain 
a Peruvian. Meanwhile a Lima 
court, under the government's 
thumb, dismissed a lawsuit I 
brought recently on the ground 
that I was not a citizen. 

As for the television station, 
Mr Fujimori’s government took it 
from me, as the Inter-American 
Human Rights Commission and 
human-rights groups across the 
globe have reported without a 
single exception. 

Hertzelia, 


Israel BARUCH IVCHER 


Sir--Mr Tudela’s letter contains 
almost as many half truths as 
sentences. Every single legal ex- 
pert that is not paid by Peru's gov- 
ernment has stated clearly that 
the current constitution does not 
allow a second re-election of the 
head of state. 

Mr Tudela admits that Mr 
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Ivcher was stripped of h 


statement that the government 
took over his television station. It 
was Mr Ivcher’s partners who 
took control of the station but this 
was only made possible by his il- 
legal “de-nationalisation”. The 
station is now entirely dedicated 
to the adulation of Mr Fujimori 
and his associates. 

Mr Tudela says he resigned 
from the Ministry of Foreign Rela- 
tions in protest for the abuse 
against Mr Ivcher, but that did 
not keep him from accepting the 





Nations as a political appointee a 
few months later. As for the slan- 
derous yellow press, nobody is 
asking the government to gag it: It 
should simply stop funding it 
with public monies. 
CARLOS MANUEL 
INDACOCHEA 





Washington, pc 


Well schooled 


Sir—Phil Hall denigrates Rudolph 
Giuliani’s proposal to transfer 
1,000 New York students to Cath- 
- dlic schools at the taxpayers’ ex- 
"pense (Letters, February sth), Yet, 

the cost per student at New York's 
i Catholic schools iş a fraction of 
that at the public schools. As for 
the quality of education, it is 
worth recalling the archbishop’s 
recent challenge to New York’s 
public schools to hand over their 
worst students to the Catholic 
schools. Given the well docu- 
mented differences in the price 
and performance of the two 
school systems one could argue 
that transferring students from 
public to Catholic schools would 
greatly benefit both taxpayers 
and students. 

The results of such a transfer 
might even convince public 
schools to abandon their passion- 
ate pursuit of educational fads 
and fancies. There can be no 
doubt that the benefits of proven 
educational programmes would 
be beyond measure. 





Albion, 

Connecticut Paut MCKENNEY 
Silesia princeton roll 
Past talking 


Sir—Your review of Steven Roger 
Fisher's book on language (“And 
the word is God”, January 29th) 
quotes him as saying that the 


main direction of recent research. 


has been to emphasise the multi- 
plicity of early languages and that 
there was no “Ur language”. 


6 


gerus: 
yian nationality: but resents the 


ambassadorship to the United - 





< However, the findings of re- 
cent research shows that all lan- 
guages are most likely to have one 
common historical- origin. The 
findings are -based on massive 
cross-compatison of words form- 
ing part of basic vocabulary; to 
this date, about: 20 roots have 
been attested sin all language 
macro-groups, appearing in hun- 
dreds of individual languages 
within each group. 

The idea of an Ur language (an 
“old Genesis myth”, as you de- 
scribe it) is not as outlandish as it 
may seem. All contemporary hu- 
mans trace their origins to the 
same relatively small group of an- 
cestors in Africa, 150,000 years 
ago. It is only natural that basic 
language has followed their 
spread. Recent research has 
shown that the language family 
tree as reconstructed by linguists 
overlaps remarkably well with 
the one independently drawn for 
the corresponding people by mo- 
lecular biologists. 

Paris MARCO DE ALFARO 


Equity partners 


Sir—Sending shares to win your 
true love’s heart strikes me as a 
wonderful idea (“Of love and div- 
idends”, February 12th) but I 
would like suggestions about 
what sort of shares to send. There 
could be nothing less impressive 
than something that fades away 
as quickly as the bouquet that ac- 
companied it; a flaccid invest- 
ment all round, your beau might 
conclude. So do you go for some- 
thing solid and sturdy? The con- 
clusion may well be that you are 
a dull plodding sort. Perhaps it 
would be best to go for something 
symbolic. Microsoft, for example, 
where the message is: | want to 
monopolise your heart. 

Vries, 
Netherlands 


Don HADDEN 


Asia online 


Srr—-Only time will tell if Malay- 
sia’s Cyberjaya becomes the jewel 
in the crown of a far-sighted and 
imaginative expansion of na- 
tional infrastructure, or remains 
“something of a ghost town” 
(“The tiger and the tech”, Febru- 
ary sth). One fact needs cor- 
rection: the nearest school to Cy- 
berjaya is much closer than the 
“half an hours drive” you sug- 
gest. The Alice Smith School, the 
oldest British international school 
in Kuala Lumpur, opened in 1998 


berView Lodge. 

Nevertheless, with longer-term 
considerations. in mind, the cam- 
pus has been deliberately sited 
within the multimedia supercor- 
ridor, and now accommodates 
460 of the school’s 900 students. It 
is growing steadily. Perhaps the 
spectacular developments to the 
south-west of downtown Kuala 
Lumpur are not quite the isolated 
follies that you imply. 

ANDREW HOMDEN 
Selangor, Director of Schools, 
Malaysia The Alice Smith School 


Sır-—-Your special fails to mention 
India. Its Internet and software 
businesses are booming and 
many companies are listed on 
Nasdaq. Even Microsoft has 
opened a centre in India. The suc- 
cess of infotech in India is in large 
part because of non-involvement 
by India’s government which al- 
lows Indian ingenuity to take its 
course. 


An apology for China 


Sır—You inform us that President 
Jiang Zemin of China “de- 
manded, and failed to get, an- 
other apology from Japan for its 
past aggression” (“Ghosts from 
China and Japan”, January 29th). 
China estimates that as many as 
300,000 were killed in the Rape of 
Nanjing in 1937. 

During the Mao-made famine 
of 1959-61 30m people starved to 
death, a hundred times as many 
as in the Nanjing massacre. Un- 
told tens of millions died in the 
anti-landlord campaign and the 
cultural revolution, when citizens 
were forced to denounce their rel- 
atives, friends and neighbours. If 
Japan owes China an apology, 
then the Chinese Communist 
Party owes the people of China 
100 apologies. 
Staten Island, 
New York 


GEORGE 
JOCHNOWITZ 
tea nea» s 





Clinton and India 


Sir—“If you want America’s, at- 
tention, behave recklessly and 
build nuclear bombs.” This, you 
say, is the message that Bill Clin- 
ton’s upcoming trip to India sends 
the world (“Hail to the chief tou- 
rist’, February 5th). You are 
wrong. That was actually the mes- 
sage India was sent for over two 





at Equine Park, and is a 12-minute - 
‘drive from the front gate of Cys 





decades and that ultimately 


«caused India to call out for due.at- 


tention with its five nuclear blasts 
as America and the rich world 
tied a blindfold over their eyes 
and ignored the islamic bomb in 
Pakistan. Much as I agree that the 
manner and timing were not 
good, the world should be thank- 
ful for the awakening call India 
delivered. 

Would Bill Clinton have been 
better off to “stay at home with 
the dog”? You must be kidding. 
There could be no better time 
than this to assure India that it 
needs to continue its focus on 
economic reforms, modernising 
its economy and alleviating pov- 
erty, rather than conducting an 
ill-affordable nuclear race with 
Pakistan or anyone else for that 
matter. 

“What a shame to leave it so 
long”, you observe on the gap of 
over 20 years between presiden- 
tial visits to the world’s largest de- 
mocracy. At least, you are right on 
something. 
Hilliard, 
Ohio 


BHARAT NAURIYAL 


Str—After decades of estrange- 
ment, India and the United States 
have finally realised that they 
have much to gain from co- 
operation, and no hindrance 
from substantial strategic con- 
flicts. Indeed, the wrong message 
will be sent if the visit is can- 
celled: that America would rather 
not engage India for fear of upset- 
ting Pakistan. Even India’s nuclear 
ambitions can be handled best by 
starting a process of continuous 
and constructive dialogue with its 





government. 

Fremont, 

California RAMESH GOPALAN 
PENEAN IA EEO AEI PA EEEE EEN a 
Original spin 

Sir—Helier Robinson (Letters, 


February 12th) suggests that an 
originalist interpretation of Amer- 
ica’s Second Amendment to 
mean the “right to bear swords, 
pikes and muskets” would make 
gun control much easier. If courts 
adopted this reasoning, what 
would stop them from limiting 
the First Amendment's speech 
and press clause to the use of 
18th-century communication 
technology? This would make 
censoring the Internet a great deal 
easier. 
Alexandria, 
Virginia. 


Davip EDMONDSON 
anne 





THE ECONOMIST FEBRUARY 26TH 2000 


mart ideas 


Cube8.com invests intellectual and 
financial capital into early stage and 
start up Internet businesses. 


Our accelerated development programme 
brings thought leadership to guide our 
investments to success. 


With six projects launched or in 
development and others coming on stream 
we need to strengthen our team both at 
Cube8.com and within our projects. 


if you are good, really good, and not 
afraid of a challenge you could join a 
team of outstanding Internet 
professionals in a dynamic 
environment. 


These roles will stretch your already 
outstanding talents and offer 
genuine rewards for success. 


Please respond to:- 
Steve Masters 
steve @cube8.com 
0171 243 2000 
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Smart people 


LONDON 

CEO - E-tailing Solutions Provider 
Business Development Director - Travel Site 
Head of Operations - Travel Site 

Digital Marketing Executives 

Project Directors 


Project Managers 


Graphic Web Designers 


Programmers - Unix, SQL, PHP, Perl, CGI 


PALO ALTO 


VP International Business Development 
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e.careers@kpmgconsulting.co.uk 





Postal Services Commission 


DIRECTOR OF STRATEGY 


salary £60-90k 


London/fiexible 


(more may be available for an exceptional candidate) 


The Postal Services Commission, a new body to be 
set up this April, offers an outstanding opportunity 
to shape a new organisation at a senior level and to 
lead innovative analytical work of the highest public 
importance and interest. 

The Post Office has over 200,000 direct employees and 
is one of the country’s best known institutions. The 
Royal Mail with an annual turnover of £5.5bn provides 
a vital service both to business customers — who provide 
87% of its revenue ~ and to the wider public, including 
especially those living in isolated areas. 

A worldwide communications revolution is in progress. 
In giving the Post Office greater commercial freedom 
to respond, the Government is also establishing the 
Commission as an independent regulator to introduce 
and promote competition, to set and enforce 
monopoly service standards and prices and to 
ensure transparency and a level playing field. 


ye 
This raises complex and original questions f A R 


of business and market analysis, and the interplay of 
these considerations with social objectives, 
Working with a Chief Executive and a Director of 
Policy, the Director of Strategy will be part of a close- 
knit senior team which will shape and create the 
Commission’s organisation and work. Candidates will 
have an economic, accountancy or MBA qualification, 
exceptional intellectual and communication skills; several 
years’ experience of quantitative analysis or modelling 
of markets and businesses; and experience in building 
and leading fast-paced multi-disciplinary teams. This is 
a highly demanding role but with good opportunities 
for flexible working (including 4 days a week). 
More information is available by telephoning 020 
8466 4126 (24 hours) quoting DYYX/E not later than 
Friday 10 March 2000. Information will also 
shortly be available on http://www.psc.gov.uk. 


C Applications will close on Friday 17 March. 


ADVERTISED RECRUITMENY AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLDE HEVER BLS 
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e-Integration 


West London location 


E-business is changing the world and 
KPMG Consulting is making sure our 
clients maximise the opportunities this 
presents by providing leading edge, 
web-enabled business and technology 
solutions. We call this e-Integration. 


Through the strategic integration of 
innovative internet solutions, KPMG 
Consulting is leading the e-business 
market place and we are looking for 
senior e-Integration professionals to lead 
our internet-based thinking and delivery. 
Whether you are an e-Integration 
strategist, architect, designer or delivery 
manager, you must have a proven track 
record in the delivery of end to end 


£excellent + flexible benefits 


e-business solutions. In addition to your 
proven technical, capabilities, you will’ 
have excellent communication skills, 
leadership qualities,.a passion for 
delivering value to clients and an 
insatiable ambition to succeed. 


Interested? Visit our website and apply 
on-line: e-mail your CV with fall salary. 
details on e.careers@komgconsulting.co.uk 


www.kpme.co.uk 
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It’s time for clarity. 


Junior UK Economist 


LONDON 


Morgan Stanley Dean Witter combines powerful and distinct brands to 
create one of the world’s leading global financial services firms. 


Our Global Economics Division acquires the best possible knowledge about 
industries, markets and economies to enable the Firm's global client base to 
anticipate developments in the value of global securities, 


A position currently exists in London for a junior economist to join our 
industry rated UK Economics team. Reporting directly to the Head of UK 
Economics, the position will entail full responsibility for: 


Forecasting monthly UK economic indicators. 

Daily monitoring, analyses & commentary on UK statistics & markets. 
Compilation and maintenance of databases. 

Liaison with both Equity and Fixed Income salesforces and traders. 
Supporting ongoing thematic research projects, 


COMPETITIVE PACKAGE 


To succeed in this role you wil need a background of academic excellence 


in economics/finance, probably to a postgraduate level. Good econometrics 


skills are also highly desirable. 

You will possess between 2 ard 3 years experience of UK macroeconomic 
analysis gained from working either in a central bank, government 
department, a leading economic institute or in a similar role at an investment: 
bank. Proven analytical ability,a lucid writing style and excellent spreadsheet 
skills are also pre-requisites. 

Interested applicants should send a full Curriculum Vitae and current salary 
details quoting ref; 42681 to our advising consultant, Chris Harrison at 
Robert Walters, 10 Bedford Street, Covent Garden, London 
WC2E 9HE. Tel: 0207 915 6919 Fax: 0207 915 8714. 

E-mail: chris.harrison@robertwalters.com 

Web: www.robertwalters.com 


MORGAN STANLEY DEAN WITTER 
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Increasing British success overseas 






British Trade | 
well-qualified ind 
region, to provide the 
to turn our vision into 


The Organisation 
British Trade Int 














etwork help eritish business con 
global markets. ' 


Key Players 
You will be an influential player a j ; 
regional and local levels, involved in both strategic 
thinking and executive action. Reporting to British 
Trade international's Regional Group Director, you will 
also work closely with the Regional Dir 
Government Office, the Chief Executive 
Development Agency and develop close 
relationships with the Chief Executives of 
Link Partnerships, (and from April 2001, the Sı 
Business Services franchise Chief Executives 
you will manage the International Trade Te 
offering service and support direct to busines 


International Trade Directors local level. 


Skills and Experience 
Excellent package, This challenge demands energ 
-term contract initially Excellent interpersonal, com 
and resource managementsk 
proven ability to buil mobilise strong, to- 
Birmingham @ Cambridge @ Exeter operative networks nformed understanding 
international trade issues, developed ee) 
.wexperience which may include central or local 
“government, UK or overseas trade development v 
required. 


Terms 
This appointment is being offered on a 3 ye 
term contract with the possibility of extension an 
permanency. Salary from c.£45k with the oppo 
to earn up to £54,642 (National); £58,653 (London) 
For further Ae and an ne forr a 
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Closing date for applications 16 March 2000. 
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Attractive salary + full 
expatriate benefits 


Managing Director 


KAFCO ìs a world-scaie ammonia/urea fertiliser complex, close to Chittagong and is the largest single foreign 
investment in Bangladesh, with investors from Bangladesh, Japan, Denmark, Holland and the UK. The plant came on 
stream in 1995 with a capacity to. produce 1500t/day of ammonia and 1725t/day of urea. The present Managing 
Director is due to retire and this therefore presents an interesting and unusual international management assignment. 


THE ROLE 

@ Reporting to the Board, optimise the present operation, 
to obtain maximum productivity. Evaluate current 
systems, benchmark against international competition 
and implement improvements consistent with best 
industry practice. 


Successfully manage the complex shareholding and 
financial structure, working closely with all 
shareholders’ representatives, in a consistent and even- 
handed way. 


Provide sensitive leadership and management to a 
well-trained, competent management team, which 
responds well to new challenges. 


Tel; 01937 547700 
Fax: 01937 547710 
Email: town@spencerstuart.com 


Leading teams, growin 


International Team Leaders 
Health & Education 


KPMG’s Public Services Consulting helps International 
Funding Agencies, in particular the DFID and World 
Bank, meet their poverty elimination agendas. 


We are dedicated to helping IFAs achieve their 
objectives through supporting public service improvement, 
transparent government and economic development in 
transitional and developing countries. We have two of our 
teams of specialist consultants focusing on modernisation 
of the health and education sectors. 


As a senior consultant leading either of these teams, 
you'll build and grow the business, working in 
partnership across sectors and with experts in other 
organisations, You will sell, lead and manage complex 
advisory and implementation projects in developing 
countries, applying your experience, gathered over 10 
years or more in the health or education sectors. 


Selector Europe 


Spencer Stuart 


THE QUALIFICATIONS 

@ A graduate chemical engineer or similar discipline with 
broad experience in the oil or petrochemicals industries, 
with some relevant technical background. 


Practical experience. managing a significant business 
unit of similar size, with full accountability for 
successful operational and financial performance, 
preferably in a multicultural environment, 


Experience of working and living in a developing 
country. Culturally sensitive with excellent 
communication skills and the ability to manage unusual 
and sometimes difficult situations, 


Please reply with full details to: 
Selector Europe, Ref, PTR/25262-3/20, 
Equinox 3, Audby Lane, 

York Road, Wetherby L522 7RD 


| 
| 
a] 
| 
| 


London based (with substantial overseas travel) 
£excellent + flexible benefits 


In addition, you will have established IFA relationships 
together with inspiring interpersonal and communication 
skills. Working on projects in Africa, Asia, Latin 
America, and Eastern Europe, KPMG Consulting offer 
outstanding career opportunities and rewarding work. 
An excellent command of spoken and written english 
is essential. 


Email your CV with fall salary details to: 
psit@kpmgconsulting.co.uk or send full career details 
quoting ref: psitl to, Consulting Recruitment, 

KPMG Consulting, 8 Salisbury Square, 

London EC4Y 8BB, or fax on 0171 694 5228. 


www.kpmeg.co.uk 


It’s time for clarity. 











C TRE ECOMOMIST FEBRUARY 267H 2000 


il 





Tempest » 


« NEW YORK * LONDON * HONG KONG * 


RECENT GRADUATES 
CONSULTANCY ROLES 


Tempest is an international strategic consultancy, 
specialising in global equity markets, 


As part of our expansion into Japan, we are seeking a 
number of outstanding individuals to join our multinational teams 


Candidates should have: 

e Good communication and * Collation.and analysis of 
interpersonal skills both qualitative and 

e First class academic quantitative data 
background Liaison with senior 

* Language skills: fluency in management, internationally 
Japanese and English essential Presentations to clients 


Responsibilities will include: 


This is an excellent opportunity to join a dynamic organisation 
which can offer génuine and rapid promotional prospects. 


Forward your CV and covering letter to 
recruit@tempestconsultants.com 
or by mail to the Directors at Tempest Consultants 


Visit us at: www.tempestconsultants.com 


Creapsipg House, 138 Cueapsipe, LONDON EC2V 6LX 


Opportunities — 
for financial 
economists 


OXERA (Oxford Economic Research Associates Ltd)—one of 
the UK’s foremost economic consultancies specialising in 
economic and financial analysis—wishes to recruit four finance 
specialists at post-graduate (Masters or Ph.D.) level and one 
researcher at graduate level. 


OIXIE/RIA 


We are interested in candidates with a strong background in 
economics and a clear interest in issues such as corporate 
finance, asset pricing, and financial intermediation. 


You will be involved in the development of new ideas, their 
implementation and liaison with clients in a number of sectors. 
The consultancy handles a wide range of projects, from utility 
regulation to competition policy, and builds on the most recent 
developments in the academic literature. 


OXERA’s offices are in the heart of Oxford. We offer 
competitive salaries and good working conditions. OXERA is 
an equal opportunities employer. 

Applications (curriculum vitae naming two referees plus 
covering letter) should be sent by March {7th to: Alison 
Gomm, OXERA, Blue Boar Court, Alfred Street, Oxford 
OX1 4EH, UK. 

tel: +44 (0)1865 253000, fax: +44 (0)1865 251172 

Interviews will take place at the end of March. For more 
information about OXERA, visit our web site at 
http:/Awww.oxera.co.uk 


THE WORLD HEALTH ORGANIZATION 


in Geneva seeks 


ADVISOR INFORMATION TECHNOLOGY 


RESPONSIBILITIES: 


* advise the Director, Informatics and Infrastructure Services on all aspects of IT planning, budgeting, management and 


evaluation for Headquarters; 


manage the IT team and provide technical leadership and administrative direction to its staff; 
consult with clients on strategic IT issues, establish frameworks and collaborative approaches to IT management; 
develop/recommend IT software and hardware standards to enhance the impact of IT on streamlining/productivity. 


QUALIFICATIONS: 


Graduation from a recognized college, or equivalent qualifications in IT; 

wide experience at a senior management level in the development, delivery and administration of IT, 
good communication skills, integrity, leadership and negotiation skills; a team player; 

excellent knowledge of English or French and a good working knowledge of the other language. 


Salary , including cost of living allowance will be in the range of USD92,262.to USD99,814, net of tax, dependent upon 


Status, together with an attractive packa; 


other international allowances and benefits. 


i Written information on WHO may be obtained. on Web site http://www.who.int 


Personnel Officer, General Management Cluster, World Health Organization, 20 avenue Appia, CH-1211 Genéve 27 
Facsimile N° 41 22 791.47.51 


WHO has asmoke-free environment Cy) 
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Opportunities to Help Transform 
the World of Business 


BI ooz:Allen & Hamilton is a leading management and technology consuli fitm: Our more 
than 9,000 employees on six continents work in support of the CEO agenda to help 
clients — from Fortune 500 companies to Internet and e-commerce start-ups ~ revolutionize and. 
transform their organizations. 


Our business growth in several key areas has created exciting opportunities worldwide for 
accomplished Senior Associates / Project Managers who can work within and across a full range 
of industries and functions: 


Industries: | Aerospace, Automotive and Industrials; Communications, Media and Technology; 
Consumer and Health; Energy; Financial Services 


Functions: Strategy and Marketing; Information Technology; Operations Strategy; Organization 
and Strategic Leadership 


Booz-Allen & Hamilton values conceptual thinkers with intellectual curiosity and the ability to lead a 
dynamic team. If you think creatively, and enjoy turning theoretical ideas into practical realities, we 
invite you to explore Booz-Allen & Hamilton. 


General qualifications: 


+ Advanced degree (MBA, M.S., Ph.D.) from + Demonstrated ability to lead and work within 
a top-tier school a team environment on strategic issues 


+ 4-7 years post-advanced degree experience + Outstanding intellectual: tenacity, energy 


+ Consulting background with business and enthusiasm 


strategy experience preferred ¢ Excellent English- -speaking and writing 


+ Superior analytical and problem-solving skills with additional language appropriate 
capabilities to the region 





If you are interested in joining a dynamic, entrepreneurial firm that values diversity, please direct your 
resume and cover letter stating your geographical preference to our e-mail address (or by mail). Please 
respond to only one region; you may specify alternate locations in your correspondence. 


For U.S.: Industry_Recruiting@bah.com 
Director, Industry Recruitment 
Booz-Allen & Hamilton, 101 Park Avenue, New York, N.Y. 10178, U. S.A A. 


For Europe: Industry Recruitment 
Booz-Allen & Hamilton, 7 Savoy Court, London, WC2R 0EZ, U.K. 


BOOZ:ALLEN & HAMILTON 


Management & Technology Consultants To The World 
An Equal Opportunity Employer 


For a list of office locations, visit our web site at www.bah.c com: 
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DIRECTOR 

WAR GAMING DEPARTMENT, 
U.S. NAVAL WAR COLLEGE 

NEWPORT, RHODE ISLAND 02840 


The Center for Naval Warfare Studies (CNWS) of the 
Naval War College (NWC) is conducting a search to fill 
the position of Director, War Gaming Department 
(WGD). 


POSITION 


The Director WGD reports to the President and Provost 
of the NWC through the Dean of CNWS. The Director 
conducts liaison with war gaming departments from the 
other services, the fleet government agencies outside 
DoD, academic centers of excellence, laboratories, and 
NGO’s. The Director is responsible for leading a large 
organization of military officers and civilian specialists, 
focusing it on war gaming exercise intended to address 
key strategic and operational issues facing the U.S. Navy. 
The War Gaming Department is the world’s oldest war 
gaming institution. It is located at the Naval War College, 
the U.S. Navy’s chief center for advanced strategic 
research and war gaming. 


Candidates should have the following qualifications: 





* Advanced degree (Ph.D. is desired). 






Capacity to manage creatively a large organization 
of senior civilian and military professionals and focus 
it on a long-term strategic agenda of research, 
innovation and experimentation. 






Demonstrated ability to translate abstract, 
innovative strategic and operational concepts into 
models, simulations, and war games. 






Familiarity with the applications of gaming and 
simulations by commercial enterprises, and with the 
work of major academic and scientific centers of 
artificial intelligence, information technology, and 
strategic analysis. 


Ability to interact with, and develop, a wide range of 
collaborative contacts from the military services, 
U.S. government agencies, and allied countries. 


A record of publications and scholarship in. the fields 
of war gaming, strategy, and national security affairs. 


Candidates must be capable of obtaining a Department of 
Defence security clearance at the TOP SECRET level. This 
is a designed position under the Department of the Navy 
Drug Free Workplace Program requiring that the person 
pass a drug screening test prior to appointment, and 
randomly thereafter. The Naval War College is an Equal 
Opportunity Employer. Applicants should send a full 
curriculum vitae and letter of interest by April 1, 2000 to 
U.S. Naval War College, Code 3, Dean of Naval Warfare 
Studies, 686 Cushing Road, Newport R.I. 02841-1207. 








































































\ Telia r Telecoms Consultants: 
E ge Pricing and Economics 





oe 





Telgen has a worldwide reputation in these fields. We now need 
senior consultants with a reputation for strategic and innovative 
analytical skills in these core areas. 





You will: 





* Analyse current trends in telecoms markets around the globe and 
forecast new developments in pricing, tariff or economics 









* Respond to [TT’s and develop new customer groups; providing 
powerful sales presentations 





You will have: 





* A demonstrable record in telecoms pricing/economics in new 
technologies or innovative markets 








* Sound experience of consulting at a director level 
* A successful track record of winning projects 


* The ability to work within a flexible team environment 





* Fluent English and French or Spanish 





The ambition to contribute to a small and growing company. 






Teligen Ltd is a leader in its field and works for governments, entrants 
and incumbents in the areas of telecoms pricing, tariffs and market 
demand, See www.teligen.com 

Send your CV to: Susan Thairs, MD, Teligen, PO Box. 39 

Richmond, Surrey TW9 [WT UR, 

susant@iteligen.com or tel; 44 181 334 5600 
















Privatisation experts 
£45K to £55K + car + benefits 


International consultancy group 


Pannell Kerr Forster is the eighth largest firm of accountants and business 
advisors in the UK, with more than 1,600 partners and staff operating from over 
25 offices around the country. We are a member of the PKF International 
Association, which has more than 8,000 personnel operating in over 110 
countries around the world. 


Due to expansion, our London-based international projects consultancy group is 
seeking consultants with privatisation, restructuring and PFY/BOOT experience 
gained in developing nation and emerging market environments. Depending on 
experience, the roles will combine marketing, project: identification and 
tendering, project management and technical responsibility for muilti-disciplinary 
project teams. The positions will involve extensive overseas travel. 


Candidates should come preferably from a finance or economics background. 
They should have a degree qualification, hold membership of a relevant and 
recognised professional institute, be London-based and an EU national. 


We are also looking to expand our database of independent sub-contractors in 
these and associated fields. Consultants interested in being registered for both 
short and long-term assignments are invited to respond. 


To apply, please write with your CV and contact 
details to Philip Welply, HR, Pannell Kerr Forster, New Garden House, 78 Hatton 
Garden, London ECIN 8JA or e-mail philip.welply@uk.pkf.com by 30 April 


5 PKF 
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REGIONAL REPRESENTATIVE 
Bangkok 


The Rockefeller Foundation is a knowledge-based, global foundation with a commitment to enrich and sustain the lives and livelihoods of the poor and excluded throughout. 
the world. A new progtam vision at the Foundation has identified four thematic lines of work- Health Equity, Food Security, Creativity and: Culture, and Working 
Communities. A cross-theme of Global Inclusion will support, promote and supplement the work of the themes, The Foundation. has headquarters in New York City and a 
regional offices in Bangkok, Nairobi, Mexico City, Harare and San Francisco. The work of the regional offices will be along the lines of the four themes and cross-theme, 


The Foundation is currently seeking a Regional Representative for its office in Bangkok who has expertise in health and population issues. 


Responsibilities: 
* Represent the Foundation with governments, and other importane-stak: 
+ Provide programmatic leadership in the development of prog 


Qualifications: 


“+ A health professional with a Ph.D. 
» Ten years work experience in publi 

“# Strong interest, aptitude and ex 
» Previous experience with grants’ 

iie Proven expertise in program d 3 

* A good understanding of the héalth chalfe: 
* Excellent interpersonal, team} i 
* Excellent written and spoken- 
* Flexibility to travel up to 50% 


Responsibilities: . 

* Provide programmatic leadership in the development of the Resourcing Public Fealth sub-themé in sub-Saharan Africa 

+ Facilitate regional activities related to other sub-themes of the program (both harnessing the new sciences and strengthening global leadership) 

+ Asa member of the global health equity team, contribute to strategic thinking and program development of the broader health equity theme 

* As a senior member of a small regional office, be willing to undertake “representational” and administrative duties elated to the smooth functioning of the office 
* As an officer of the Foundation, engage in the wider programming efforts aimed at enriching and sustaining the lives and livelihoods of the poor and-excluded 


Qualifications: 

+ A health professional with a Ph.D. or equivalent in a public health-related field 

+ Five to ten years work experience in public health-related work with demonstrated depth of experience in a specific area 

* Strong interest, aptitude and experience with health research 

* Previous experience with grants and program management 

* Proven expertise in program development and implementation, and in networking with governments, NGO's, researchers, and other donors 
* A good understanding of the health challenges and sociopolitical dynamics of sub-Saharan Africa 

» Strong interpersonal, team, management, administrative, communication and computer skills imperative 

* Excellent written and spoken English; facility with other languages an asset 

+ Flexibility to travel up to 50% of ime 


‘To apply for either position please send a covering letter, CV (including publication record and references), preferably by 
e-mail, to: HRI@ROCKFOUND.ORG -or to Director Human Resources, Rockefeller Foundation, 420 Fifth 
Avenue, New York, NY, 10018 USA. Closing date is 17 March 2000. 


Candidates can find out more about the Rockefeller Foundation on its website 
http://www.rockfound.org 


We thank all applicants for their interest and will contact those candidates whose skills and experience best match the 
requirements of the position. 


THE ROCKEFELLER FOUNDATION 18 AN EQUAL OPPORTUNITY EMPLOYER. 
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2% United Nations University 


Director 
institute of Advanced Studies (UNUAAS) 
Tokyo, Japan 
Circa US$160K - 174K net + benefits 


The United Nations University (UNU) mission is to contribute, 
through research and capacity building, to efforts to resolve the 
pressing global problems that are the concern of the United Nations, 
its member states and their peoples. The UNU's key goals are: to be 
an international community of scholars; to form a bridge between the 
United Nations and the international academic community; to serve 
as a think-tank for the United Nations system; and to contribute to 
capacity building, particularly in developing countries. The UNU is 
now seeking to fill this key position at its research and training centre 
in Tokyo. 


The institute, formally established in December 1995, has a focus on 
sustainable development and related issues. Its present areas of 
emphasis are: megacities/urban and regional development; 
international environmental agreements, their implications/ 
consequences; science and technology issues (particularly energy, 
information technology and biotechnology) that relate to sustainable 
development. Research and postgraduate education activities are 
carried out by staff researchers, visiting scholars and through networks 
of cooperating institutions, One of its principal objectives is to 
establish international linkages and networks for research in the areas 
of its mandate, in particular involving the Japanese academic 
community on issues of deep concern for them and for which they 
have special expertise. 


The Director is the chief academic and administrative officer and has 
overall responsibility for the direction, organization, administration 
and programmes of the Institute on behalf of the Rector of the UNU. 


We are seeking top level candidates with an established scientific 
profile, giving to UNUAAS the necessary prestige in the international 
scholarly community; guaranteeing scientific excellence through 
internal quality control and providing guidance and inspiration for the 
conduct of UNU/IAS activities. 


A Ph.D. in a relevant discipline, a strong background of research and 
publication, a prominent standing in the relevant academic 
community and a proven record of effective leadership and 
management experience at senior level in an academic/research 
institution are required. An established, international reputation with 
experience in overseeing interdisciplinary researchers in both the 
social and natural sciences is also required. Candidates should be 
able to demonstrate their team work ability in a multi-national 
environment and your deep commitment to issues of human 
development and welfare. Fluency in English is essential and a 
working knowledge of another UN official language and Japanese is 
desirable. 


It is expected that the appointee will take up the position in late 2000, 
UNU staff members are international civil servants and this 
appointment will be for a four-year term, with the possibility of 
renewal. Nominations and applications, including full’ curriculum 
vitae and names, addresses and. fax numbers of referees should be 
sent to UNU/AS Directorship Search Committee, c/o Office of the 
Rector, at the address below, E-mail or fax applications will not be 
accepted. Closing date: 14 April 2000. The UNU particularly 
encourages applications from suitably qualified women candidates. 


United Nations University Headquarters 


\ 53-70, lingumae.5-chome j 


16 




























‘The United: Nations Office for Project. Services (UNOPS) manages and implements 
technical and financial assistance to support nations in their quest towards sustainable 
development. 


Assignments under GEF China Wetlands Project 


UNOPS, designated by Government of China as implementing agency, is recruiting 
against a number of positions in Beijing and at four remote sites under this project 
aiming at biodiversity protection of wetlands areas. Government of China, UNDP, GEF 
and Government of Australia jointly finance the project. 


Detailed Terms of Reference for the below positions are posted on 
http:/Avww.unops.org.my. Fielding for all positions will commence in 2000 with the 
CTA to be fielded in April or May. Total person months (p/m) are over the project 
duration of 5 years. 


* 1 Chief Technical Advisor (36 p/m} * 1M & E Specialist (5 p/m) 

* 2 Biodiversity Mgt. Experts (2 x 12 p/m) * 1 Database & GIS Specialist (4 p/m) 
* 1 Biodiversity Guideline Expert (8 p/m)  * 1 Environmental Economist (3 p/m) 
* 2 PAS / ICZM Specialist (2 x 12 p/m) * 1 Social Advisor (5 p/m) 

* 3 Training Specialist (total of 48 p/m) * 1 Bidding Expert (6 p/m) 


Assignments in East Timor 


UNOPS is seeking curriculum vitae from firmly committed and highly qualified 
individuals for mostly short-term advisory assignments in East Timor particularly in the 
areas of Legal Training and Legal Institution Building; Aid Coordination and 
Management; Public Administration and Procurement. 


The minimum relevant professional experience required is ten years. Ability to speak 
Tetum, Bahasa or Portuguese is an asset. Assignments are under difficult living 
conditions with limited support. 


Enterprise Restructuring in Mongolia 


UNOPS is seeking a Principal Advisor for a one-year resident assignment from April 
2000 in this UNDP project financed by the Dutch government. The Principal Advisor 
will co-ordinate technical assistance to ten companies, help develop specific industry 
models and train national project staff. Detailed Terms of Reference are posted on 
http://www.unops.org.my. 


Vf qualified and available for any of the above assignments please send your full 
CV and cover letter to Mr Gerald Gunther, Portfolio Manager, UNOPS Asia Office 
at fax +60 3 257 5655 or e-mail at geraldg@unops.org. 


Jr 


"S United Nations University, 


Assistant Director 
International Leadership Academy (UNUALA) 
Amman, jordan 
Circa US$57K - 61K net + benefits 


The UNU's mission is to contribute, through research and capacity building, to 
efforts to resolve the pressing global problems that are the concern of the United 
Nations, its member states and their peoples. The UNU's key goals are: to be an 
international community of scholars; to form a bridge between the United Nations 
and the international academic community; to serve as a think-tank for the United 
Nations system; and to contribute to capacity building, particularly in developing 
countries. We are now seeking to make a senior appointment to assist achievement 
of UNU goals. 


UNUALA, a research and training centre of the United Nations University, was 
established in 1995 in Amman. It seeks to impart leadership skills and attitudes to 
promising young and mid-career professionals to advance ‘their careers and 
facilitate their contribution to issues of pressing global concern. 








We seek to make an appointment to the above position. The successful candidate 
will be responsible for assisting the Director in developing the strategic direction of 
the Academy in its programmatic and operational. content. He/she will help 
develop policy for programme planning, identify funding sources, lead specific 
projects and deputise for the Director in his absence. An additional requirement is 
the ability to form linkages at the highest levels of government, international 
organisations, academia, the private sector and foundations. 


You hold an advance university degree in the social sciences, particularly political 
science, international relations, leadership studies, sociology or education. You 
have mid-career experience in university, national government.and/or international 
organisation, and multicultural experience in working in various countries and 
with different cultures. You are fluent in English and competent in at least one other ~ 
UN official language. You have a record of publications in the social sciences, with 
an emphasis on leadership issues. 


Duration of the contract in initially two years. We particularly encourage 
applications from suitably qualified women candidates: Send your full resume with 
three references by 31 March to: Search2, UNUALA, c- University of jordan, 
Amman, lordan. Fax: 962-6-533 7068, E-mail: la4@ju.edujo 


UNU on the web: Attoy/wwew.unu.edu 
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THE FORD FOUNDATION 
320 East 43rd Street 
New York, NY 10017 
































Program Officer, Human Rights, Santiago: 
A Working with the Representative and other program staff, the Program 
Officer will be responsible for strengthening and broadening the 
“Foundation’s program in human rights in Argentina, Chile, Columbia 
cand Peru. The program will encourage a more encompassing 
definition and understanding of human rights and will strengthen 
human rights related to the concept and practice of citizenship. Ir will 
continue to support law-based institutional reforms and promote 
| greater public accountability through research, advocacy and litigation. 
| The Program Officer will draw on the experience of other Foundation 
| programs and staff worldwide and in the region; encourage 
| collaboration between grantees across the four countries; coordinate 
activities with other donors; and participate in worldwide Foundation 
discussions of program goals and strategies. 
| 
| 
$ 
{ 





Qualifications: Advanced degree in the social sciences or law; 
substantial professional experience in human rights and 
democratization; knowledge of Latin American society, history and 
culture; fluent working knowledge of Spanish and English; an ability to 
work effectively with colleagues from diverse disciplines and 
backgrounds; excellent strategic and analytical skills; and strong 
writing, organization and interpersonal skills. Also desirable a 
knowledge of Andean and Southern Cone countries; demonstrable 
“understanding of the processes of democratization and issues of 
“gender, justice and social equity; experience in citizenship advocacy; 
and experience in project management, program development, 
monitoring, and evaluation. 


To apply: please send resume, cover letter, and brief writing sample to 
Ms. $. Gordon at the above address, preferably by 31 March, 2000. 


Equal employment opportunity and having a diverse staff are fundamental 
_ principles at T he Ford Foundation. 




















The INTER-AMERICAN DEVELOPMENT BANK, a 
$60 Billion Multilateral Development Institution, based 
in Washington DC, is looking for a/n: 












SENIOR FUNDING OFFICER (CODE: MS-00/17-TE) 


Responsibilities: Develop and execute the IDB’s multicurrency 
funding strategy. 

Requirements: a} Master's Degree in Finance, Economics or 
Business Administration (Master's degree can be substituted 
by a Bachelor’s degree plus 4 additional years of related 
experience). b} 6 + years of experience in international 
finance. ¢) Knowledgeable in funding activities, including 
international markets, bond issues, swaps, and lability 
management. d} Knowledge of electronic trading systems and 
internet based information systems. e} Fluency in English. 
German, Japanese or French desirable. 


INVESTMENT OFFICER (CODE: MS-00/20-TE) 


Responsibilities: a} Participate. in the management of the 
Bank’s liquid portfolio under the overall guidance of the Chief" 
of the Investments Section. b} undertake quantitative: 
analysis to support investment activities. 

Requirements: a) Master’s Degree in Finance, Economics or 
a related discipline, b} 5 + years of experience in finance. e) 
Strong knowledge of PCs, financial data systems, and general 
purpose software. d} Familiarity with a database 
management system (e.g. ACCESS. desirable). e} Fluency i in 
English. Familiarity with other official Bank language 
desirable (Spanish, Portuguese, French}. 


FINANCIAL SPECIALIST — WATER AND 
SANITATION (CODE: AK-00/09-TE) 


Responsibilities: a} Prepare institutional and Snancial 
analysis of projects in the water and sanitation sector. b) 





































































‘The Economist 
Intelligence Unit 


PYRAMID RESEARCH 
Pyramid Research, a member of the Economist Group, is a leading market 
analysis and consulting firm for global communications and Internet markets. 
We provide our clients with on-going advisory services, consulting, and in-depth 
industry and competitor analysis. 


Director of Consulting 

‘}.Qur company is experiencing strong growth & we are seeking a talented, 
experienced professional to lead our consulting practice. Writing proposals, 
developing new business, managing client relationships & driving consulting 

| revenues are key elements of this role. Candidates are not required to have a 

-F background in telecommunications, but should be familiar with Internet & E- 
commerce technologies & companies. You must have experience in strategic 
consulting and a proven. track record in business development & client 

imanagement. Also, you must have excellent analytical & communication skills. 
An MBA or related graduate degree and fluency in two or more languages are 

oo}: preferred. 


Senior Analyst, Latin America 

The Latin America Group at Pyramid Research is expanding its service offering. 
We are looking for a Senior Analyst to lead an Internet and E-commerce 
advisory service focusing on Latin America. In this role you would work 
closely with the Research Director, Latin America to develop the content, 
methodology, analytical model and forecasting techniques for these complex 
“markets. Candidates should have experience in Intemet, E-commerce, 
broadband infrastructure or other related industries. Also, you must have 
excellent analytical and communication skills and be proficient in Spanish or 
Portuguese. 


Pyramid Research is an equal opportunity employer. Fax or e-mail cover letter, 
resume, writing sample and salary expectations to: 617-494-8898 or 


jobsi@pyr.com. 


www.pyrcom 













Provide technical advice in the conceptualization of regulation 
policies and private sector participation and decentralization 
in water and sanitation. e) Create new mechanisms to ensure 
financial and institutional sustainability of projects. d) 
Provide technical ard operational advice in identification, 
design and execution of projects. 

Requirements: a) Master's Degree in Finance, Economics or 
Business Administration, b) 6+ years of experience in 
financial and institutional analysis, planning and 
management of water utilities + Experience in the design of 
investment projects in water and sanitation. c} Knowledge of 
water regulation and various forms of private sector 
participation in water and sanitation. d) Fluency in English 
and Spanish or Portuguese. 




















Offering for all positions: 
« Competitive salary 
« Comprehensive benefits plan 
* Relocation package 














Career-minded individuals interested in a challenging 
environment who value hands-on team participation and 
meet all the requirements mentioned above are invited to 
send their resume* in duplicate including salary history and 
three references before March 15, 2000, to: 


* As a reflection of its commitment to its borrowing member countries, 
the Bank may require staff to accept assignments in both country 
offices and headquarters. Only applications which best match the 

requirements of the pesition will be acknowledged. The IDB encourages 

gender equality in its hiring practices. For a more detailed description, 
please refer to our WEB site at: http://www. jiadb.org/dpa/jobpesti.htm 
Please also refer to the Capital Markets Division Web site at: 
http: / /weew.iadb.org/fin/capmar.htm for information about the 
funding and investment positions. 
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You might say we earned it in ’99, 


The largest-ever. IPO in the global semiconductor industry. The largest convertible offering 
' for an Internet company. An innovative recapitalization solution for an Asian bank. And 
one of the largest follow-on underwritings ever on NASDAQ. 


We provide top-tier strength in equity underwriting and research, unrivaled global 
distribution capabilities and the unmatched financial resources of Citibank. Proof that 
wevare uniquely positioned to achieve client objectives in the global equity markets. 


$5,650,000,000 
Equity Offering 


Oil/Gas Company ~ Spain 
7 Bookrunning Manager 
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-Dotty about dot.commerce? 


Sita tienne ancy, or a life-changing love? 
A The question lingers over today’s obsession 
with the Internet. On one side, electronic 
commerce is exploding, and the stockmarkets’ 
dot.com mania seems to be migrating from 
America to Europe and Japan, and even to 
-semerging economies. On the other, delivery 
_ snarl-ups have besmirched the reputation of 
electronic retailers, and profits from doing 
business on the World Wide Web are largely 
non-existent. What is one to conclude? 
Our survey this week of business-to- 
` consumer commerce on the web sifts through 
- the sense and nonsense surrounding the e- 
boom. There is much hype, but there is.also a 
solid base in reality. And this suggests that the second answer 
to the lingering question is closer to the mark. The Internet is 
profoundly affecting almost all business and commerce. A 
common slogan is true: any big firm that fails to grapple with 
the consequences is putting its future at risk. 

Numbers tell only part of the story. In 1999 global e- 
commerce was worth a little over $150 billion. Around 80% of 
those transactions were between one business and another. 
Yet growth of all forms of e-commerce is hectic. Business-to- 

business web exchanges are mushrooming. In America e- 
retailing revenues tripled last year; in Europe and Japan they 
rose faster still. The absolute level of consumer e-commerce is 
still small, at around 1% of American retail sales. But in some 
areas its share is far higher: 15% of retail stockbroking and 5% 
of book sales, for instance. 

The influence of the Internet stretches farther than such 
-figures suggest. It is used more as a source of information than 
-as a place to buy. Surveys in America suggest that last year, 
- When less than 3% of new car sales were made over the web, 
~ 40% involved it at some stage, usually for price comparisons. 
_ And e-commerce often needs to take only a small share of the 
_ pie to have a big impact on what is left. Travel agents’ margins 
are so flimsy that a loss of 3% of their market to the web 
“would be enough to push many out of business. 

> One impact is thus to intensify competition, producing 
benefits to consumers in lower prices and more choice, at the 
expense of producers and intermediaries. But a more pro- 
found effect is a wholesale restructuring of businesses. 

“Thanks to the rise of e-commerce, such giant firms as General 
Electric, General Motors, Ford and, this week, Unilever (see 
page 74), are embracing the Internet for many of their activi- 
ties. And the giants’ move means that their suppliers, as well 
as intermediaries through whom they sell, must take to the 
Internet too. 

©. The promised land that this ripple effect holds out is one 
of more transparency, greater efficiency and, yes, higher pro- 
_ ductivity. Hard macroeconomic evidence of these things is 
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admittedly still elusive. But it is at i ede cor 

ceivable that new technology and the Internet 
may be partly responsible for America’s un- 
expectedly strong recent iene growth 
as well as its surprisingly low inflation: = 


Bubbling under 


So is the Internet leading to economic nir 
vana~and does dot.com mania make sense? _ 
Not quite. The Internet may be transforming — 
business; but it is not rewriting economics to” 
enable the American economy to expand a 
its current rate without dangerously overheat 
ing. Nor does the explosion of e-commerce 
justify the current high prices of many In 
ternet-related shares. On the contrary, all the signs are that the. 
markets remain in the grip of a technology-related bubble. ` 

Many equity markets currently look overvalued. But In 
ternet shares are causing particular concern, for two reasons. 
One is simply that their overvaluation looks so huge. Because 
few make profits, normal earnings-related measures cannot 
be used. But even enthusiasts concede that as many as 80% 0 
today’s Internet companies may not survive—just as almost” 
all the early railroads, car makers and airlines did not. Behind 
the hype, investors are reflecting this. Shares in profitable 
technology providers: such as Cisco, Oracle or Sun Mi= 
crosystems are doing well. But nearly three-quarters. of Iri- 
ternet-related initial public offerings in America since 
mid-1995 now trade below their issue prices. And over the 
past year the shares of several big American e-commerce 
firms have crashed: eToys (down 80% from its peak); Priceline 
(down 69%) and E*Trade (down 66%), for example. The In- 
ternet bubble in Europe and Asia seems sure to be followed: 
by similar collapses. 

The second concern is one voiced by managers. of tradi- 
tional (non-tech) firms. Their share prices, they say, have been 
savaged just because investors are, irrationally, redirecti 
their capital into glamorous technology and Internet firms 
(see page 89). Some say they are being punished despit 
healthy results; several talk of a misallocation of capital from 
profitable to loss-making activities. 

Yet many of these gripes are misplaced. The Internet bub- 
ble is clearly distorting the market, and its bursting may well _ 
cause pain across the whole economy. Moreover, whenever | 
firms can raise capital virtually free, they are likely to waste 
much of it, as so many dot.coms are now doing with their 
marketing expenditure. But there is little evidence that tradi- 
tional firms’ shares are undervalued, or that they are finding it 
hard to raise capital. And the capital going into Internet firms... 
is not all being wasted—even if today’s shareholders may not 
reap the benefits. This is especially true of makers of comput- 
ers and the Internet’s infrastructure. But even an e-retailer 
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such as Amazon needs robust computers, software and de- 
livery systems—all of which necessitate investment. 

The bigger point is that the markets are sending traditional 


companies two useful signals. One is that they ignore the In- 
ternet at their peril. The second is that merely adding a web- 








Humdinger! 


The race for the Republican nomination has become truly gripping 


HIS week the Republican Party took one great step for- 

ward and one huge step back in its quest to recapture the 
White House. The step forward was to capture the imagina- 
tion of the American electorate. Voters of all parties are flock- 
ing to the Republican primaries. In South Carolina, Senator 
John McCain had been expected to pick up momentum from 
his win in New Hampshire. Instead he was trounced by 
George W. Bush. Three days later, Michigan seemed certain to 
dispatch Mr McCain; yet he won by seven percentage points. 
The Republican race, now heading towards a showdown in 
New York and California on March 7th, is the most exciting 
since Gerald Ford and Ronald Reagan battled it out in 1976. 

But there is also that backwards step to consider. To win in 
South Carolina, Mr Bush “turned negative” with a ferocity 
that few expected. Mr McCain’s response has been only a lit- 
tle more gentlemanly. Worse, the squabbling party seems to 
be splitting in a way that could spell disaster in the general 
election in November. With Mr McCain picking up the votes 
of independents, Mr Bush has been dragged to the right. Con- 
servative posturing, such as making a speech at a South Caro- 
linian university that forbids inter-racial dating, may help the 
Texan win the nomination, because the next primaries are 
nearly all ones in which only registered Republicans can vote. 
But such shenanigans could put off the independent voters 
that the nominee will desperately need in November. 

This helps explain why, even as the Republican race grips 
the attention, much of the (supposedly) smart money in 
Washington, pc, is shifting towards Al Gore, the likely Demo- 
cratic candidate. Indeed, there is even the suspicion that mi- 
nority politics might actually suit some hard-core Republi- 
cans in Congress. Held hostage by special interests and the 
religious right, outmanoeuvred by Bill Clinton at every turn, 
their only remaining clarion-call has been to propose cutting 
taxes far more than the electorate wants. Such tactics lead to- 
wards a political ghetto. 


The man to beat Gore 


From now on, Messrs Bush and McCain must seek to avoid 
that fate. Mr McCain’s chance of doing so looks the better one. 
His candidacy should anyway have two big attractions for all 
but the most narrow-minded members of his own party. 
First, he is a true-blue conservative. How an anti-abortion, 
pro-deregulation, pro-gun war hero could ever be deemed 
unacceptably liberal remains a mystery. Second, he stands for 
moral leadership which, combined with his passion for cam- 
paign-finance reform, could skewer the ethically-challenged 
Mr Gore. Moreover, one sad fact of the Republican Party’s re- 
cent history is that it often takes an outsider to reform it—and 
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site on to an existing business is not enough: the whole busi- 
ness needs to be redesigned around the cost-saving, 
communication-easing properties of the net. Most companies 
must become Internet firms if they are to survive. Even when 
the bubble deflates, that signal will be worth heeding. 








make it electable. Ronald Reagan and Dwight Eisenhower 
were such creatures; Mr McCain could be another. 

Mr Bush is still the party’s front-runner, and still stands a 
fair chance in November. Yet he risks finding himself trapped 
by the relentlessly rightward path he has adopted. Indepen- 
dents make up 15% of the electorate; every conservative fusil- 
lade from Mr Bush’s lackeys against Mr McCain sends the in- 
dependents shuttling towards Mr Gore. 

He could, nevertheless, redefine himself once again. After 
all, the Bush family has a habit of running dirtily but gov- 
erning cleanly (President Bush, now revered as a statesman, 
used the infamous Willie Horton advertisement against Mi- 
chael Dukakis). And, if nothing else, Mr Bush, who in New 
Hampshire gave the impression that electioneering bored 
him, has shown that he really wants the job. Indeed, in his 
desperate transformation, he has mimicked that other dynas- 
tic scion, Mr Gore. The vice-president’s campaign against Bill 
Bradley has also been mucky and disingenuous. And Mr 
Gore has been dragged to the left on issues such as trade and 
gays in the armed services. Come November, Mr Gore could 
also be painted as an extremist—provided, of course, that Mr 
Bush can inch a bit closer to the centre. 

That is not impossible. Mr Bush’s political credo has been 
somewhat traduced by the campaign. By most standards, his 
record is reassuringly moderate. On issues such as trade and 
immigration, he has stood out against the nastier isolationist 
tendency in his party. It is hard to imagine that a man who 
speaks fluent Spanish and has a Latina sister-in-law really 
stands for white racist values, as he has sometimes seemed to 
suggest. In Texas, his achievements in education are real 
enough. And he can point to a decent record of constructive 
co-operation with Democrats. Remember, it was this moder- 
ate, inclusionist, optimistic George W. Bush who once led Mr 
Gore in the polls by 19 percentage points. 

Still, the Republicans’ choice should have little to do with 
being fair to either candidate. The point of this exercise is to 
choose the man most likely to beat Mr Gore in November. 
On that measure, the choice should surely be John McCain. 
Of the two, he has demonstrated the clearest ability to appeal 
to independent and Democratic voters, which will be crucial 
in turning a party victory into a presidential one. Moreover, 
he is most clearly the man for the post-Clinton moment, the 
anti-Gore: clean, heroic, straight-talking, likely to stand up 
strongly for democracy’s interests around the globe. The 
Economist disapproves of his positions on guns and abor- 
tion, and of his anti-tobacco stance. But if we had a vote, then 
on the evidence so far it would go to Senator McCain. 
= 
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Free the Heathrow Four 


It is time to end the aviation stand-off between Britain and America 


OR a decade Britain and America, ostensibly two of the 

staunchest free-trading countries on earth, have been 
squabbling over liberalising bilateral air traffic between them. 
Yet there is almost no progress to show. A mini-deal offered 
by Britain, to let us Airways fly from Pittsburgh to London 
Heathrow, in return for British Midland being allowed to use 
some of its Heathrow slots for transatlantic routes, may yet 
prove acceptable to the Americans. But congressional hard- 
men are already lobbying to ban Concorde and shut British 
airlines out of busy east-coast airports. A long-running row 
threatens to turn into a nasty trade dispute that would hurt 
both sides—to say nothing of long-suffering passengers. 

America is right to demand more open access to Heath- 
row, the world’s biggest and most lucrative international hub, 
which is now restricted across the Atlantic to a small club of 
airlines known as the Heathrow Four: United Airlines, Ameri- 
can Airlines, British Airways and Virgin Atlantic. Other air- 
lines such as Delta, Continental, NorthWest and British Mid- 
land want to join this mini-cartel, which has kept 
transatlantic business fares from Heathrow as much as 50% 
higher than those from other European airports. 

But Britain is also right to demand concessions from the 
Americans. Both Ba and Virgin want to be allowed to own 
airlines or operate flights in the huge American market, and 
an end to the “fly America” rule that makes American civil 
servants travel only on American airlines. But America’s tran- 
sport secretary says that opening the internal market just will 
not happen. America also shows no sign of changing its rules 
limiting foreigners to owning only a quarter of the shares in 
an American airline. The European Union limit is 49%. 

Some say that the British are aiming high solely to frustrate 
a deal that would undermine the Heathrow Four. But that sits 
ill with Ba’s anxiety to combine operations with AA, a deal 
that is blocked by the lack of a new bilateral agreement. And 
Britain might also suffer because the Americans have success- 
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fully practised a policy of divide-and-rule in the rest of Eu- 
rope. Its carriers now legally have the right to fly within the 
European Union under various “open skies” deals done with 
such continental European countries as Germany, the Neth- 
erlands and, most recently, Italy and France. 

These deals have begun to liberalise air travel between 
America and Europe, lifting all the crusty old rules whereby 
governments determined who flew where, when and how, 
and even, in some cases, at what price. But the trouble is that 
they are one-sided: the Americans’ domestic restrictions, as 
their transport secretary makes so clear, are not going to be re- 
laxed. The open-skies deals are typical of America’s fondness 
for bilateral deals that it hopes will work largely to its advan- 
tage at the expense of the less powerful. 


Air wars 


With airlines being privatised around the world and interna- 
tional deregulation creeping along (partly fostered, it is true, 
by America’s three dozen “open skies” deals around the 
world), it is time for airlines to join a normal trading environ- 
ment. So how to get round American bilateralism? One step 
would be for European countries to agree that the eu should 
negotiate with America as a block, with the aim being a trans- 
atlantic common aviation market or free-trade zone. Wiser 
heads in the business on both sides of the Atlantic recognise 
that this is the way to go—and that American passengers, if 
not American airlines, would be among the first to benefit. 

A second step would be to put aviation under the rules of 
the World Trade Organisation. Now that the wro is getting 
down to the nitty-gritty of liberalising services, the omission 
of aviation from its agenda looks more glaring. Putting it into 
the wro would also be the best way of persuading America to 
make concessions at home: as the world’s biggest exporter, it 
will benefit most from freer trade in services. In the air, as on 
the ground, multilateralism is the way to go. 





In defence of Europe 


Europe’s new security and defence identity is about to take shape 


UNE in to the diplomatic chatter within the European 

Union and at Nato about Europe's new security and def- 
ence “identity” and you could be forgiven for thinking that 
such a thing already existed. It does not, though next month 
the £u will set up its own political and military committees, 
and recruit some military staff, to start piecing one together. 
Thus far all the Eu has is ambition. By the end of this year it 
expects to be ready to take over the modest defence tasks of 
the semi-autonomous Western European Union (weu). By 
2003 it hopes to put together a 60,000-strong rapid-reaction 
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corps to do real soldiering duty when naro as a whole— 
meaning, mostly, the United States—is not much interested. 
Europeans should shoulder a fairer share of alliance bur- 
dens. Shamed by their modest contribution to last year’s war 
over Kosovo and by the time it took most of them to get their 
troops there to keep the subsequent peace, this is their best 
chance in a generation to buff up their military boots. But, as 
Kosovo also showed, defence is still serious—and dangerous— 
business in Europe. Are the Europeans ready for the fray? 
One big handicap is the reluctance of most EU gov- 
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ernments to spend enough on their arme ome have 
“never really taken defence seriously. Others, such as Germany 
and Spain, have cut spending to the quick and show every 
sign of going on doing so. Even Britain and France, de- 
termined to carry on soldiering and now jointly leading the 
push for a bigger European defence effort, need to find 
money for new equipment if their soldiers are to do the new 
jobs that may be asked of them. The talk is not of spending 
more, but of spending more wisely. Time to tell the truth: do- 
ing more, and doing it well, will cost more too. 





<A long way to go 

It is not just equipment that Europe lacks. Planning and run- 
ning a defence operation that brings together the Bu’s 15 (soon 
to be over 20) governments and interested others, with their 
defence ministries and armed forces, will take skill and lots of 
practice. This week £u observers were watching the first joint 
exercise to test the laboriously negotiated procedures that 
were to have allowed the weu to use NATO's equipment and 
other assets in quite modest military ways. In the summer the 
six-nation Eurocorps, a contender to be the headquarters for 
any future Europeans-only missions, is to take temporary 
day-to-day charge of the nato-led peacekeeping operation in 
Kosovo. If nothing else, this will be Europe’s first big military 
` reality-check. The under-rehearsed, over-fragmented Euro- 
corps (it has only just adopted Nato-compatible English as a 
¿common language) will have to borrow skills and men from 
outside its own ranks, and keep its fingers crossed that there is 
plenty of peace to keep, since it is not equipped to manage a 
serious fight. 

























Impatient China 


HE good news is that this time China is using words, not 

warheads, to register its vote in Taiwan’s presidential elec- 
tion next month. The bad news is that their effect may be just 
as unhelpful—to Taiwan, to China's relations with America 
and ultimately to China itself. 

Four years ago, China, which claims Taiwan as its own, 
lobbed missiles into the sea lanes nearby in the hope of scar- 
ing voters in the last presidential election away from indepen- 
. dent-minded Lee Teng-hui. Instead they secured for Mr Lee a 
convincing victory, provoked America into sending two air- 
craft carriers to steam protectively near Taiwan and put main- 
land China’s relations with America into a deep chill. This 
time the Chinese have threatened Taiwan with “drastic mea- 
sures, including military force”, if it attempts to delay talks on 
reunification indefinitely (see page 35). Will Communist 
China never learn? 

It seems not. The edict from China’s State Council is not an 
imminent declaration of war. China is not rushing reinforce- 
ments to the region. But, as it showed in 1996, it increasingly 
has the means to blockade Taiwan, which for all its relative 
riches compared with China is heavily dependent on trade 
with the rest .of the world. And now China is trying to put 
down a new marker: in the past it had claimed the right to use 
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Threatening force against Taiwan damages China’s interests too 





-The eu has still to work out its own ways of working with 
NATO. If sense prevails, it will start from where the weu left 


` off, rather than go back to bureaucratic basics. But that will 


rankle with those countries that want a more distinct Euro- 
pean identity, rather than a cosy niche under NaTO’s wing. 
The Europeans will need time to work out exactly who does 
what in ways that produce a coherent military effort, rather 
than just the quirky sum of the hotch-potch of national parts. 
All this will make America anxious, keen as it is to have any 
extra European effort neatly dovetailed with naro require- 
ments. Yet too much beetle-browed pressure may cause those 
Europeans already a bit diffident about their new defence 
ambitions to lose their military nerve and go AWOL. 

The Americans are right, however, to insist that what the 
Europeans do should add to nato's capacities, not duplicate 
or undermine them, and that they should meanwhile find a 
proper place for such countries as Norway, Turkey and Po- 
land—in nato but not the eu--round the table. One way for 
both organisations to be sure that each has the other’s inter- 
ests in mind is for conversations between them to be regu- 
larised. For the moment, the Americans are reassured to see 
Javier Solana, until last year secretary-general of NATO, as the 
EU's new Mr Europe. He and Chris Patten, who shares eu for- 
eign-policy responsibilities, rub along matily with George 
Robertson at NATO. But in testing times even the best of pals 
can fall out—as NATO’s own transatlantic tensions over the 











force only if Taiwan declared independence or was invaded 
by a foreign power. The more China repeats its impatient new 
threat, the more it will hope to persuade outsiders that it has 
the right to carry it out--and so deter them, especially Amer- 
ica, from coming to Taiwan’s aid in a crisis. 


First, firmness 


China’s unvarnished ultimatum needs an equally plain re- 
sponse. America, like most countries, does not support formal 
independence for Taiwan (the diplomatic code is that there is 
but one China). Yet it has always insisted, rightly, that the two 
should settle their differences peacefully. It is committed to 
come to Taiwan’s aid if it is attacked, and should make it clear 
to China that it will still do so. Others, such as Japan, South 
Korea and the European Union, should be telling China to 
back off too. 

What happens then rather depends on what China does 
next. China and Taiwan have a habit of rhetorically rubbing 
each other up the wrong way, and then more practically get- 
ting down to business. That could happen this time: China 
has coupled its new threat with a readiness, it says, to treat 
Taiwan as an equal (whatever that now means) in any future 
talks. This latest broadside can be judged—or, in China’s case, 
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misjudged—as an effort to frighten away voters from Chen 
Shui-bian, the candidate of the formally pro-independence 
Democratic Progressive Party. Even if China now leaves it at 
that, however, plenty of damage will have already been done. 

China’s determination to send a warning shot to the 
“splittist forces” in Taiwan could again backfire. The island’s 
voters, who are increasingly satisfied with their economic lot, 
have been showing little inclination to plump for formal in- 
dependence. Knowing that, the main candidates in the elec- 
tion on March 18th have been competing—at least until this 
week—to sound conciliatory, promising to expand cross-strait 
ties. Whether or not Mr Chen now wins a defiance-cum- 
sympathy vote, Taiwan’s next president cannot let himself be 
seen to negotiate under China’s gun. 

And the harder China leans on Taiwan, the more it will 
damage ties with America. The Clinton administration was 
already struggling to block the proposed Taiwan Security En- 


The Iranian opportunity 


America should seize the chance of Iran’s election to improve its sour relations 


66 AN EVENT of historic proportions,” was the Clinton ad- 

ministration’s judgment on the reformists’ victory in 
Iran's parliamentary election last Sunday (see page 57). Can 
the United States now build on this historic, but still fragile, 
event by improving its own bad relations with the Islamic re- 
public? It would be the waste of a chance if it failed to do so. 

Over the past couple of years, the Americans have made 
tentative efforts to start a political dialogue with the Iranian 
government. These have been spurned. President Muham- 
mad Khatami has welcomed people-to-people talk, but has 
not felt strong enough, in the face of the hostility of his impla- 
cably Great-Satan-hating adversaries, to extend this welcome 
to official negotiations. Now Mr Khatami and his supporters 
are on a roll, able to override crude sniping. A resumption of 
relations would please most Iranians. Nonetheless, the re- 
formers’ attitude towards the United States remains defiant. 
The door is open, they say, but it is up to America to walk 
through it, carrying gifts. 

Although the years in which the United States tried to 
“contain” Iran are long gone, American laws or rules prohibit 
virtually all commercial transactions between the two coun- 
tries. However, since the ban on investment in, and trade 
with, Iran dates from a 1995 executive order, Mr Clinton can, 
if he so decides, modify it without congressional approval. 
American oilmen, frustrated as their competitors grab con- 
tracts with Iran, are hungry for an easing of the regulations. 
For their part, the Iranians would be happy if they were al- 
lowed to export, say, their carpets or caviare to America. Even 
more important to Iran would be a u-turn in America’s deter- 
mination to block it from any Caspian pipeline deal: Iran as- 
pires, not unreasonably, to be one of the principal corridors 
bringing Caspian oil and gas to market. 

Iran is also insistent that America should show some give 
on what it calls its “frozen assets”. The shah ordered, and paid 
for, American military goods and services which, after the 
1979 revolution, were not delivered. The dispute is before the 
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hancement Act. This (it has to be said, unhelpful) effort by 
China’s critics in Congress to micro-manage America’s de- 
fence relations with Taiwan has China hopping mad. Yet 
China has single-handedly done most to promote it. Until 
now, there has been just enough support in Congress to grant 
China permanent nermal trading relations (once known mis- 
leadingly as most-favoured-nation status) later this year as 
the last step before it joins the World Trade Organisation. But, 
should push come to shove, that could change too. 

By shooting its mouth off at Taiwan, China shoots itself in 
the foot. Taiwan is not Hong Kong or Macau, to be trussed up 
and handed over. China has acknowledged this, by promis- 
ing Taiwan greater autonomy within its preferred one-China 
framework than either of those two prodigal ex-colonies. But 
this week’s threat gives Taiwan even less reason to believe 
such promises—and gives others, in Asia and beyond, new 
reason to doubt China’s oft-proclaimed peaceful intentions. 





American-lranian claims tribunal in The Hague, an arbitra- 
tion body set up in the early 1980s. Although some of the 
claims have been settled, Iran is still trying to claim amounts 
that go into billions of dollars. It would be good to tie up all 
this business, maybe with a unilateral American offer of a 
lump sum, even if that involved congressional approval. 

If America were to tempt Iran to negotiation with juicy tit- 
bits, what should Iran offer in return? Some years ago, Iran 
stopped slinging money around the world to terrorist groups. 
It still supports Lebanon’s Hizbullah guerrillas and will con- 
tinue to do so as long as Israel occupies south Lebanon. But it 
could commit itself to stop, once Israel has left Lebanon. Iran 
could also commit itself to supporting Yasser Arafat in the Pal- 
estinian-Israeli peace process, thus taking the vitriol, and 
much of the danger, out of its traditional anti-Israeli stance. 


Just sign here, please 


All this is important. But a main reason behind America’s 
sanctions is to deny Iran the money that it might otherwise 
spend on weapons of mass destruction. Iran, once the victim 
of Iraqi aggression, lives in a rough neighbourhood, sur- 
rounded by people who not only have ballistic missiles but 
also nuclear capacity (Russia, India, Pakistan, American forces 
in the Gulf). It has signed the Nuclear Non-Proliferation 
Treaty, but remains suspect. It is bound to look to its own se- 
curity. But it would ‘essen suspicion if it subscribed to the 
newly tightened nuclear safeguards—which would cost it 
nothing if, as it claims, it has no military nuclear ambitions. 
Iran is on the cusp of reformation. There are still powerful 
forces bent on keeping it in the darkness of petty rules and a 
harsh clerical judiciary. Its reforming leaders, rejecting any 
hint of patronage, still feel they have to move with great cau- 
tion in their dealings with the United States. But the election 
gives America an unusual opportunity to help the reformists 

and further its own strategic interests. It should seize it. 
—_ = 
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Government of India (GOI) 
Ministry of Civil Aviation 


Requires a Global Advisor for disinvestment/strategic sale of 
GOIs shareholding in 


GCELE- UTLI 


The Government of India intends to initiate disinvestment of its shareholding in Indian Airlines (IA) and proposes to appoint a Global 
Advisor (GA) to advise and assist it. 

It has been decided to disinvest fifty one percent shares of the IA equity. While 26% of the equity would be sold to a joint venture 
(JV)/strategic partner (who may be a group or an individual), the remaining 25% would be offered to employees, financial institutions, 
public, as per the advice of the GA. The JV/strategic deh would be given a free hand in the running of IA under the su pervision 
of the Board of Directors. Disinvestment of Indian Airlines will be done within the framework of “Domestic Air Transport Poli icy”. The 
maximum foreign holdings of the JV/ strategic partner would, however, not be allowed to exceed 40% of the equity of the bidders, 
except for in the case of NRIs/NRI controlled OCBs. Further disinvestment may be undertaken subsequently as per the Government 
policy at that time. 

IA is one of the world’s largest domestic airlines. With its wholly owned subsidiary, Alliance Air, IA operates 270 flights a day carrying 
23000 passengers to 63 domestic and 17 international destinations. It has a fleet of 56 aircraft, including 30 Airbus A-320. it also 
has a well-built infrastructure for maintenance, training of crew and other personnel, ground handling, etc. |A’s annual. turnover is 
around USD 850 million while the annual turnover of its subsidiary, Alliance Air, is around USD 140 million. It had a net worth of 
about USD 22 million as on 3tst March 1999 and around USD 36 million as on 31st January 2000. Based on the current market 
value of its assets, its real net worth is expected to be substantially higher. Indian Airlines as well as its subsidiary registered profits 
during the last two years and are expected to make profits in the current financial year as well. 


The responsibilities of the GA will broadly cover rendering of advice on identification of the methodology for disinvestment consistent 
with the maximisation of the sales revenue, assessment and valuation of IA, preparing a detailed information memorandum, marketing 
the strategic sale, inviting and evaluating the bids, negotiating with prospective buyers, drawing up of the sale agreement, shareholders 
agreament, etc., and advising on post sale matters. 


Submission of Expression of Interest 




















Internationally reputed merchant/ : 3. Details of material pending litigations : evaluation and negotiations. 
investment AA consulting firms and : and contingent liabilities, if any, that 5. Experiencein Capital Markettransactions 
financial institutions with expertise in: could affect the performance of the : (both equity and debt) in Government, 
privatisation/strategicsalesareinvitedto : Bidder underthis mandate, asalso details : Quasi Government and Private Sector 
submit Expression of interestfor selection | of any past conviction and pending : separately indicating thenumber of deals 
as GA, singly or as a consortium, on or =} litigations against the sponsors/ : — executed and quantum offunds raised. 
before March 15, 2000, with the following : partners. ’ i DATOS : 6, Expertise including Research coverage 
details : 4 o e a N ae : in the relevant sector. 

1. Full particulars of the constitution, : (Government, Quasi Government and : 7, Proposed methodology of the 
A and main business activities : Private Sector, separately) executed / : qisinvestment/strategicsaletransaction 
oftheProspectiveGA(Bidder)covering, : under execution by the Bidder. This: indicating the issues involved. 
inter-alia, itsglobalnetworkand media — tie ae role pete the | g. In case of consortium bids, the 
of global accesshighlighting Indian: idder in dea Tacs va m „co-ordinating firm with principal 
presence. transaction marketing, preparation o responsibility for the mandate. 


_ Unabridged Annual Reports or audited i information and sale memorandum and 
financialaccounts forthe last three years. shareholders agreement, etc., and bid 


The above particulars shauld be provided year-wise (wherever applicable) for the last three years and separately for transactions in 
respect of India, 
Bidders shall deposit along with their earned of Interest a non-refundable Earnest Fee of INR 20,000 (or USD equivalent) by way 
a Demand Draft payable at New Delhi in favour of Director (Finance), Indian Airlines. GOI reserves the sole right to refuse any or 
ali Expressions of Interest without assi RINC any reasons therefor. All potential bidders are requested to approach for details and send 

their Expression of interest to Indian Airlines at the following address : 

N. C. Ghosh 

Dy. Managing Director 
indian Airlines, Airlines House 
115, peert Rakabganj Road, New Delhi - 110001 

Tel.: | 


p2 




















91-11-3711916; Fax: 91-11-3317944 








RUSSIA’S NUCLEAR INDUSTRY 


The time-bombs of Tomsk 


TOMSK, SIBERIA 


Russia’s decrepit nuclear industry threatens the whole world. Want to clean it 


up? Just try 


ROM the bluff overlooking the Tom river, 

where Tomsk’s war memorial com- 
memorates 60,000 dead, you can see the 
chimneys of Seversk smoking in the dis- 
tance. This nuclear complex in western Sibe- 
ria—perhaps the largest on earth and also 
one of the oldest—encapsulates within its 
wire perimeter fence all the intractable pro- 
blems created by Russia’s long love affair 
with nuclear power. 

The idea, back in the 1950s, was to har- 
ness the power of the atom to the service of 
communism. Nuclear reactors promised 
abundant and cheap energy; 
nuclear weaponry was the 
core-component of the Soviet 
Union’s rivalry with the United 
States. If big was good, bigger 
was glorious. Fast-breeder reac- 
tors were to provide a never- 
ending stream of cheap pluto- 
nium, useful for both weapons 
and power. But big science ran 
amok. Russia’s engineers built 
their reactors fast, vast and with 
scant regard for safety, and 
sometimes barely trained the 
people who ran them. 

Since the Chernobyl explo- 
sion in Ukraine in 1986, Europeans have wor- 
ried that the rickety old nuclear-power 
plants of the former Soviet Union may have 
another accident that blows radioactivity 
over nearby countries. They fret, too, about 
the security risk posed by the 650 tonnes or 
so of highly enriched uranium (HEU) and 
plutonium—enough to make more than 
40,000 nuclear bombs—scattered over more 
than 50 sites in Russia and the former Soviet 
Union. And they know that Russia is adding 
to those stocks not just by dismantling 
around 1,000 to 2,000 nuclear warheads a 
year, which is welcome, but also by re- 
processing spent fuel and by continuing to 
run three plutonium-producing reactors. 

Seversk, formerly called Tomsk-7, was 
established in 1949 to produce and process, 
on an astonishing scale, materials for the 
Soviet nuclear-weapons programme. Its two 
working nuclear reactors (three more are 
mothballed) are military relics which pro- 
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duce about a tonne of plutonium a year. 
There is also a uranium-enrichment plant; a 
reprocessing facility, since the waste from 
the reactors is too dangerous to store; the 
world’s biggest underground storage site for 
nuclear waste, into which 
highly radioactive waste from 
the reprocessing facility is still 
being pumped; a chemical 
plant at which warhead com- 
ponents were once made, using 
plutonium; and one of Russia’s 
two main storage sites for HEU 


© Sites of Russian 
jutonium 














two reactors are graphite-moderated and 
water-cooled, precursors of the design used 
at Chernobyl. Enormous stacks of graphite 
blocks surround vertical rods containing 
fuel. There are no containment vessels, no 
emergency core-cooling systems. “It was the 
design from which the Russians learnt the 
lessons they subsequently incorporated in 
Chernobyl,” ironically observes Matthew 
Bunn of Harvard University. Today the 
graphite is swelling and cracking as a result 
of years of irradiation, changing shape in 
ways that are hard to predict. That creates 
the risk of another Chernobyl: if the rods or 
tubes in the core begin to buckle, engineers 
cannot control the speed of the reaction by 
withdrawing the fuel rods. 
Russia’s relatively new nu- 
clear-safety authority, GAN, has 
wanted for some time to shut 
down the Seversk reactors on 
safety grounds.GAN’s concern is 
all the more alarming because 
Alexander Dimitriev, the dep- 
uty chairman, used to run the 
reactors: he oversaw their up- 
grading after Chernobyl and re- 
fers to them as “my babies”. But 
the babies provide all the heat 
for Seversk and 30-40% of the 
heat for Tomsk. Last year GAN 
relented and issued the plants with a licence, 
on condition that they were operated at a 
lower level of peak power than in the past. 
Seversk is also home to the largest quan- 
tity of high-level nuclear waste on earth, ac- 
cumulated asa result of its reprocess- 
ing activities. Most of Russia’s 
nuclear waste, in terms of curies (a 
measure of potency) if not of vol- 
ume, was generated and is stored on 
three sites in Siberia: Seversk, Zhelez- 
nogorsk and Mayak (where 120m cu- 
ries have been dumped in one small 
lake). All told, says Don Bradley of 
Pacific Northwest National Labora- 
tory, Russia has “released into the 











and plutonium recovered from dismantled 
weapons, sitting around in 23,000 canisters. 
Russia has one other plutonium-produc- 
ing reactor in operation, with an attached re- 
processing site, at Zheleznogorsk, also in Si- 
beria. It has one other site for reprocessing 
spent fuel from civilian nuclear-power 
plants, at Mayak, in the Urals. Both sites also 
have hideously contaminated waste-storage 
facilities. But nowhere else is on the scale of 
Seversk, the biggest headache of them all. 
The plutonium-producing reactors 
present the most immediate problem. All the 
plants at Seversk are at least 40 years old. The 


environment” 1.7 billion curies of 
waste: of that, he reckons, 1 billion curies is at 
Seversk. By contrast, America has released 
3m curies all told. 

In the traditional Russian manner, most 
o? the Seversk waste has been injected into 
deep storage sites in impermeable clay layers 
400-500 metres underground. The Russians 
think this is safe, and the preliminary results 
of a joint Russian-American safety review 
are reassuring. Local environmentalists are 
sceptical: they worry that the storage sites are 
not far below the level from which Tomsk’s 
drinking water is extracted. 
In addition, some 125m curies of waste is 
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in ponds. This does not mean, Mr Bradley ex- 
plains, “a little bitty piece of water with a 
couple of drums thrown in. If these were in 
the United States, you'd be talking about bil- 
lions and billions of dollars toclean up.” As it 
is, the waste threatens to leak into the 
groundwater and blow about in the air if the 
ponds dry up. A similarly contaminated 
pond at Ozersk, near Mayak, caused a disas- 
ter in the 1960s when its edges dried up and 
radioactive dust blew away in the wind. 

Seversk has had several serious acci- 
dents of its own. One of these, at the re- 
processing plant in 1993, contaminated three 
villages to the north; fortunately, the wind 
that day was blowing away from Tomsk, 
where about half a million people live. But 
the villagers still complain of high levels of 
illness. New cases of thyroid cancer in the 
Tomsk region have risen sharply. In the early 
1980s, there were three or four new cases 
each year; in the second half of the 1990s, 
more than 50. 

The city’s few environmentalists and the 
regional environmental agency are power- 
less. All environmental monitoring at Sev- 
ersk comes under the direct control of Mos- 
cow. So, says David Banks, a British 
hydro-geologist who has worked in the re- 
gion, the Tomsk agency does one lot of moni- 
toring, the Seversk one another, and data are 
not always exchanged. The environmental- 
ists are keen to draw atten- 
tion to their plight; but the 
Russian government scorns 
the anti-nuclear brigade, and 
the outside world seems not 
to care much. Many locals do 
not care much, either. They 
have learned to live with 
their poisonous neighbour, and even to de- 
pend onit. 

Seversk was once a hidden city; itdid not 
appear on maps, and its population did not 
count as part of the region’s total. Today, like 
many nuclear cities, it has become a sort of 
gated suburb. Some 120,000 people live next 
to its mighty arsenal, within its long perime- 
ter fence. Its citizens head into Tomsk for a 
day’s shopping, or go to work or to study at 
one of the town’s impressive array of univer- 
sities and colleges, many of them set up to 
train people to work at Seversk. They pass 
through a checkpoint and a search when 
they go and return; outsiders are rarely al- 
lowed in. Still, the people in Tomsk envy 
them. Seversk has a better supply of food 
and heat, better health care and better public 
services than Tomsk. 

Moreover, unlike most of Russia’s nu- 
clear cities, Seversk makes money, and actu- 
ally expanded employment in the 1990s. It is 
now easily the region's biggest employer— 
which makes it hard for local people tocam- 
paign against it. It has contracts with several 
countries, including France, to reprocess 
their spent fuel, and benefits under a pro- 
gramme for dismantling Russia’s nuclear ar- 
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senal. The United States has agreed to buy 
500 tonnes of HEU from Russian weaponry,a 
scheme designed partly to keep Russia’s nuc- 
lear engineers busy and fed. Seversk re- 
moves the nuclear components from Rus- 
sian warheads and converts them into “low 
enriched uranium” to be used to fuel Ameri- 
can nuclear plants. This dilapidated com- 
plex may be a monstrosity, but it helps Rus- 
sia’s balance of payments and keeps plenty 
of Siberians working. That, besides the scale 
of the pollution and the size of the pluto- 
nium stockpiles, is why it is so hard to clear 
Seversk up. 


The price of help 


Throughout the 1990s the United States ne- 
gotiated a series of agreements with Russia, 
aimed mainly at securing and dismantling 
military nuclear weapons and the bomb- 
making materials that went into and came 
out of them. The top priority has been secu- 
rity. In the autumn of 1998, after the fall of the 
rouble, an American inspection team found 
that the guards at Seversk were “not receiv- 
ing enough nutrition to perform their du- 
ties” and were refusing to go outside into the 
Siberian winter because they lacked winter 
coats. Now a programme known as Materi- 
als Protection, Control and Accountancy is 
paying for various security improvements, 
including the installation of detectors at the 
gates to sound an alarm if 
anyone tries to steal pluto- 
nium or HEU. 

Attitudes to security have 
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changed within Russia too, says 
Rose Gottemoeller, the assistant 
secretary for non-proliferation at 
America’s Energy Department. Fa- 
cility directors, she says, have 
now been warned to expect 
Chechens driving up to the 
gates and trying to bash their 
way through, and Russia is 
also heeding American re- 
quests to concentrate the 
most dangerous nuclear ma- 
terials in fewer sites. How- 
ever, all the documented cases of nuclear 
theft so far have involved insiders smuggling 
material out, rather than outsiders breaking 
in. It will bea mistake if Russia focuses on de- 
terring Chechens, and ignores the risks of 
theft by employees in the plants. 

Improving security is simple, compared 


with the next-highest priority: that of shut- 
ting down the two nuclear reactors and their 
fellow at Zheleznogorsk. The United States 
has been negotiating this issue with Russia 
since the early 1990s. In 1994, Vice-President 
Al Gore signed an agreement with Viktor 
Chernomyrdin, then Russia's prime minis- 
ter, to close down the reactors by 2000. The 
first studies, conducted principally by the 
nuclear industry and its proponents in both 
countries, improbably suggested that alter- 
native fuels would be too costly. Soa suppos- 
edly cheaper option was agreed on: to con- 
vert the reactors to use fuel that would 
produce far less plutonium and would not 
require subsequent reprocessing. 

That plan, also originally supposed to be 
implemented by this year, has run aground. 
Mr Dimitriev and GAN oppose it, arguing 
that its extremely complex and experimental 
nature might well make the ancient reactors 
even riskier. Safety, though, is only one pro- 
blem. Another is that the converted reactors 
would run on HEU which would have to be 
fabricated and shipped to the plant. That, 
say some, would be even more perilous than 
adding more plutonium to Russia’s existing 
gigantic stockpile. A third problem is cost. 
Not only has it risen since the plan was first 
mooted, to $300m for the three plutonium- 
producing reactors; in addition, since the 
rouble crisis, Russia can no longer afford 
even its share of a bill split with America. 
And conversion will be more expensive still 
if the rickety state of the reactors means they 
must anyway be shut down before 2010. 

What might replace them? Russia’s Min- 
istry of Atomic Energy, Minatom, is keen to 
build a new nuclear reactor at Seversk, 
though it does not have the money at 
present. It has its eye on a joint project to de- 





sign a gas-turbine modular 
helium reactor with the Un- 
ited States, Japan and France. 
America is putting in about 

$5m a year to finance re- 
search, but has no interest in financing a 
plant. If such a reactor could meet the targets 
claimed for it by its proponents (a big if, says 
Harvard's Mr Bunn), it has the potential to be 
cheaper than existing types of nuclear en- 
ergy, safe from Chernobyl-style large acci- 
dents, and more proliferation-resistant than 
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typical reactors. 

On January 25th, the ministry held hear- 
ings in Seversk which one bus-load of Tomsk 
citizens was allowed to attend. Sergei Voro- 
byev, a local environmentalist, says that 
protests were brushed aside and the local 
newspapers, unwilling to alienate the pow- 
erful nuclear lobby, reported that the plans 
were not opposed. He is lobbying for public 
hearings to be held in 
Tomsk itself. 

In mid-February, how- 
ever, Minatom told the Un- 
ited States that it wanted to 
abandon the idea of con- 





Plutonium stockpiles* 
tonnes 


0 20 40 60 80 100 120 140 160 
| j { | 


United EH 
States a 

| | 
Other g | | 


Source: Matthew Bunn, Harvard University 








verting the reactors at Seversk so 
that they would no longer pro- 
duce plutonium. Instead, it pro- 
posed to develop alternative, non- 
nuclear, sources of heat and 
power to replace them. Southern 
Siberia has plenty of natural gas 
and coal. There is also ample scope 
to improve the efficiency with 
which energy is used in the region. 
In 1994 a study found that 55% of 
the heat produced in Tomsk was 
wasted. Russian buildings leak energy like 
sieves: they use 425 kilowatt-hours per 
square metre a year, compared with 135 in 
Sweden and 120 in the United States. In icy 
Tomsk, the potential for heat loss is even 
worse: astonishingly, the pipes that carry 
warm water around the district heating net- 
work of Seversk and Tomsk are completely 
uninsulated. 


Will Russia co-operate? 


Closing the reactors would help on three 
fronts. It would reduce Russia’s output of 
plutonium; it would remove the danger of a 
serious accident; and it would reduce the 
amount of Russian nuclear waste that re- 
quires storage. The United States has also 
been negotiating a separate agreement with 
Minatom to end the reprocessing of waste 
from Russia’s civilian reactors, which takes 
place at Mayak. On February 7th, Bill Rich- 
ardson, America’s secretary of energy, said 
his department would provide $100m in the 
coming fiscal year if Russia would stop re- 
processing at Mayak and improve the secu- 
rity of the plutonium that has already been 
reprocessed. 

But this deal, like so much else associated 
with Russia’s nuclear mess, may take years to 
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put in place. For the moment, America has 
nothing more than an oral agreement with 
Yevgeny Adamov, the head of Minatom— 
and an oral agreement with Russians on this 
subject, in Sam Goldwyn’s immortal phrase, 
is “not worth the paper it’s written on”. Mi- 
natom may yet demand compensation for 
losses from terminating existing reprocess- 
ing contracts, and money for re-employing 
the reprocessing workers. 
(Ironically, one of the con- 
tracts is with the Pentagon, to 
reprocess fuel from de- 
commissioned Russian sub- 
marines—a type of re- 
processing which is not 
covered by the proposed mo- 
ratorium.) 

Much of the rest of the American pro- 
posal is dependent on Russia’s agreement to 
end its nuclear co-operation with Iran after 
the first joint reactor there has been com- 


pleted. This stumbling-block looks un- 
budgeable. It has already blighted congres- 
sional generosity, frustrating people like Ken 
Luongo, who served in the first Clinton ad- 
ministration and is now lobbying with a 
body called the Russian American Nuclear 
Security Advisory Council to increase 
spending on a programme to help Russia’s 
nuclear cities. Under this scheme, federal 
cash is used to redeploy Russia’s nuclear 
workers on clean-up or research pro- 
grammes. This, says Mr Luongo, means that 
30,000-50,000 technical people, mostly in 
their late gos and early 50s, can be “extracted 
from their dependence on Russia’s nuclear 
complex and put into real jobs until they are 
ready for retirement.” America’s Energy De- 
partment reckons the cost of the programme 
at perhaps $600m over the next six years. So 
far it is committed to spending up to $22.5m, 
and has asked for another $17.5m. 

Where else might the money come from? 
The most ingenious initiative comes from 
the Non-Proliferation Trust, an eclectic 
group whose backers include a former cIa 
staffer and Thomas Cochran of the National 
Resources Defence Council, a giant Ameri- 
can environmental group. The group sug- 
gests putting together two urgent needs: that 


of Russia for clean-up money, and that of 
many countries, especially in Asia, for some- 
where to store their spent nuclear fuel. 

Minatom has already spotted this neat 
coincidence, and has lobbied hard to change 
a law that forbids Russia to import spent fuel 
from abroad merely to store it, rather than re- 
process and return it. Last year, Greenpeace 
joined forces with Russia’s environmental- 
ists to rout an attempt to change the law in 
the Duma. The Non-Proliferation Trust 
wants to set up a sanitised version of this 
plan. The trust would acquire the spent fuel 
and would build storage facilities for it (and 
for Russia’s own spent fuel) to best western 
standards and supervise them. The facilities 
would be large enough to take Russia’s own 
15,000 tonnes or so of spent fuel as well as 
some 10,000 tonnes from other places. In ex- 
change, the trust would receive around $15 
billion, of which rather less than $4 billion 
would be needed to pay for storage and the 
rest could be used for other work, 
such as cleaning up or pensions. 

Under this scheme, Minatom 
itself would not control either the 
cash or the fuel. But this has not 
soothed environmentalists in 
America or Russia. Neither group 
trusts Minatom, and the western- 
ers also feel, as a general principle, 
that each country should look 
after its own waste, in order to dis- 
courage the use of nuclear power 
in the first place. The need for a 
change in Russian law is not the 
only barrier. Some 70% of the 
world’s spent fuel—more in the 
case of Japan, Switzerland and 
South Korea, the countries with the most 
pressing storage problems—comes from fuel 
originally supplied by America. The United 
States retains “consent rights” todecide what 
happens to it, and Congress’s permission 
would be needed for Russia toimportit. That 
in turn would require Russia to abandon its 
nuclear co-operation with Iran. 

Mr Cochran is hopeful; he thinks the 
new Russian governmentis behind the plan, 
and so it may be. Russia has already made 
some progress. It has improved security, 
grasped the need to clean things up, and 
showed itself willing to halt plutonium pro- 
duction. Now the government of Vladimir 
Putin, himself not much of a green, has to be 
persuaded that cleaning up is more lucrative 
than continuing to reprocess spent fuel from 
other countries. The money must come from 
somewhere. Some of the plans on the table 
look useful; but if America’s Congress opens 
its wallet, can it trust the Russians to keep 
their side of the bargain, ceding control of a 
programme on which they have long pinned 
so much of their national prestige? On that 
question may turn the future of the dirtiest 
and most dangerous nuclear experiment in 
the history of the planet. 

a 
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The Republican presiden- 
tial race in America stayed 
alive, with Senator John 
McCain bouncing back from a 
big defeat in South Carolina to 
beat George W. Bush by 50% 
to 43% in Michigan and by 
two-to-one in Mr McCain's 
home state of Arizona. Once 
again, Democrats and inde- 
pendents were the key to Mr 
McCain's success, while Mr 
Bush won easy majorities 
among members of his own 
party. Both men had long 
since given up being civil to 
each other. 





| The United States demanded 
the withdrawal of a Cuban 
diplomat because of his 
links to an immigration offi- 
cial, working in Miami, who 
has been charged with spying 
for the Cuban government. 
Cuba refused. 





A group of 58 American his- 
torians ranked Bill Clinton 21st 

| out of America’s 41 presidents, 
with Abraham Lincoln first 
and James Buchanan (widely 

| blamed for letting the country 
drift towards the civil war) in 

| bottom place. When judged 

| according to “moral author- 

| ity”, Mr Clinton came last. 


In an effort to speed peace 
talks, negotiators from the 
FARC guerrillas and from Co- 
| lombia’s government contin- 
ued a three-week tour of Eu- 
rope. But a senior American 
official said that the $1.6 bil- 

| lion in military aid that the 
United States proposes to give 
Colombia might take up to 





32 





FEBRUARY 26TH 2000 


five years to bring results. 
Meanwhile, right-wing para- 
militaries murdered 50 civil- 
ians. Many had been be- 
headed after being tortured. 


President Fernando Henrique 
Cardoso sacked the head of 
Brazil's powerful National 
Development Bank, who 
seemed to favour efforts to 
promote nationalist economic 
policies. His replacement, 
Francisco Gros, worked for an 
American investment bank. 


A long-running border dispute 
between Honduras and 
Nicaragua smouldered: pa- 
trols exchanged gunfire, and 
diplomats bellicose words. 
There were no casualties. 


More legal worries for Gen- 
eral Augusto Pinochet: 
judges from four European 
countries asked Britain's home 
secretary not to release Chile's 
former dictator on medical 
grounds. A human-rights 
group asked the European 
Court of Human Rights to 
block the general’s release. 


War talk 


China threatened Taiwan 
with invasion if it continued 
to put off discussions about 
reunification. The United 
States said it viewed the threat 
with “grave concern”. Some 
members of Congress said 
China should be denied mem- 
bership of the World Trade 
Organisation. 


In the latest of a series of acci- 
dents at Japanese nuclear- 
power stations, fire broke 
out at a plant in Onagawa 
about 300km from Tokyo. An 
official said no radiation had 
leaked. 


Police in Jakarta were put on 
high alert after the Indone- 
sian government announced 
big rises in fuel and electricity 
prices. But the capital re- 
mained calm. Similar rises in 
1998 were followed by riots. 
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| peacekeepers from the United 





| and is understood to possess 


| America agreed that Israel, 
| which has not signed the Nu- 
| clear Non-Proliferation Treaty 


POLITICS THIS WEEK 


Five months after landing in 
East Timor to end a wave of | 
mass killings, the Australian- 
led force handed over to 


Nations . 


Reforming Iran 


Supporters of President Mu- 
hammad Khatami and their 
reformist allies won a convinc- 
ing majority in Iran’s next 
parliament. They have 
promised specific reforms, but 
are bound to have non-par- 
liamentary difficulties in car- 
rying them through. 





More than 100 people were 
killed when Nigerian Chris- 
tians protested at the prospect 
of the sharia, or Islamic 
law, being imposed in Ka- 
duna, a city in northern Nig- 
eria that is split equally be- 
tween the two faiths. Three 
Nigerian states have now 
passed legislation adopting the 
sharia. 


Pope John Paul visited 
Egypt, home to the largest and 
oldest Christian community in 
the Middle East. 











Mozambique was devastated 
by a tropical cyclone in the 
aftermath of severe flooding. 
President Joaquim Chissano 
appealed for international aid. 
The un said that at least $13m 
was urgently needed for the 
people worst affected. 





| advanced nuclear weapons, 
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should have access to some 
American nuclear technology 
previously denied it. 


Divided Kosovo | 


perpe 














Tension rose again between 
Serbs and Albanians in Ko- 
sovo, when groups from the 
two communities converged 
on a bridge dividing the town 
of Mitrovica, in the north of 
the province. naro-led peace- 
keepers barely managed to 
keep them apart. 


A bomb in Vitoria, the capital 
of the Basque region of 
Spain, killed a Socialist politi- 
cian and his bodyguard, 
weeks before a general elec- 
tion. The culprit was probably 
ETA, a Basque separatist move- 
ment which ended a ceasefire 
in December. 


A human-rights group and 
survivors in Grozny, the cap- 
ital of Chechnya, claimed that 
Russian soldiers had massa- 
cred dozens of civilians after 
seizing the town. 


Angry demonstrations were 
held in Turkey’s Kurdish 
south-eastern region after the 
mayors of three cities, includ- 
ing the region’s unofficial capi- 
tal, Diyarbakir, were arrested, 
allegedly for helping Kurdish 
terrorists. 


Edith Cresson, once prime 
minister of France, was said 
to have received large pay- 
ments from Elf, a French oil 
company, in connection with 
its expansion into former East 
Germany. Mrs Cresson denies 
any wrong-doing. 
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“jeans are | 
“fashionable brands. 





Unileavers 





Unilever, an Anglo-Dutch 
consumer-goods firm, said 
that it would cut 25,000 jobs, 
10% of its. workforce, over the 


-f next five years and close 100 


factories, after pre-tax profits 
fell 7% and sales were flat in 
1999. Over the past year, Un- 


| ilever’s share price has fallen 


by nearly half. 


|- Despite belt-tightening at Levi 


Strauss, the American clothes 
maker was caught with its 
trousers down as sales fell in 


|. 1999 from nearly $6 billion to 


$5.14 bill nn The company’s 
losing out to more 





Hellman & Friedman, an 
American investment firm, 
bought a 37.5% stake in For- 
mula One motor racing from 
Bernie Ecclestone for $713m, 
despite European Commission 
claims that the company’s 
control of broadcasting rights 
is anti-competitive. A much 
delayed Formula One flotation 
may yet go ahead later this 
year. 


Sotheby’s bid farewell to its 
chairman and its chief execu- 
tive. The pair resigned after 
allegations of commission-fix- 
ing with the auction house’s 


| main rival, Christie’s. Evi- 


dence was handed to Ameri- 
can authorities by Christie's, 
after a change of manage- 
ment, in return for a condi- 


` tional amnesty. 


Merck, an American pharma- 
ceuticals company, announced 
that it would repurchase $10- 
billion-worth of its shares in 
what will be the largest ever 


| 
| 
| 
| 
| 
| 











share buyback. The company 


| has spent $3.9 billion of $5 bil- 
| lion authorised for buybacks 
| in July 1998. 


Paper money 


Stora Enso, a Swedish-Finn- 
ish forestry and paper group, 


| announced that it would ac- 


quire Consolidated Papers, 


| an American rival, for $4.8 bil- 


lion, to create the world’s larg- 
est producer of paper and 
board. The deal came a week 
after Finland's upm-Kymmene 


| bought America’s Champion 


International for $6.5 billion. 


Ocean Group and NFC, ri- 
val British delivery companies, 
said they would merge to 
create a new company worth 
£3.2 billion ($5.1 billion). The 
combined group hopes to pro- 
fit from the burgeoning busi- 
ness of delivering goods that 
have been ordered online. 


Germany's Lufthansa and 
Deutsche Post are in talks 
about merging their logistics 
businesses, Both companies 
have a 25%-plus-one stake in 
DHL International, the world’s 
third-largest courier company, 
which is likely to be involved 
in the deal. 


k World's top advertising © companies 
by gross income, 1998, 





Omnicon 
C ierpablie 
“Havas/Snyder* l 
Leo. ‘McManus? 


‘assuming merger proceeds: Merged Feb 2000. | 
p Sources: Advertising Age: The Beanomist 


| 

| 

aR 

| wee 
if 

T 

| 

| 

l} 


a 
J 
E 
d 
<] 


One advertising company 
bought another as France’s 
Havas agreed to acquire 
Snyder, an American firm, 
for $2.1 billion to create the 
world’s fourth-largest advertis- 
ing agency. 


Alcatel, a French telecoms- 
equipment maker, is to buy 
Neve: Networks, a 
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Canadian telecoms-equipment 
company, in a deal valued at 
$7.1 billion. Investors were not 
impressed: Alcatel’s shares fell 
by 9% on the news. 


The European Commission 
decided to take a further four 
months to look in detail‘at the 
$u5 billion acquisition of 
Sprint by MCI WorldCom. 
It fears that competition could 
be damaged in both voice and 
Internet services. America’s 
competition watchdogs are 
also investigating the deal. 


MGM Grand, an American 
group that owns hotels and 
casinos in Las Vegas and 
worldwide, including a min- 
iaturised version of New York 


| city, offered $3.4 billion for 


Mirage Resorts, a Las Vegas 
rival with a pirate-themed ho- 
tel among its assets. 


Premium bond 


Norwich Union and CGU 
announced merger plans that 
would create Britain’s biggest 
insurance company and a po- 
tential rival to bigger firms in 
Europe’s fast-consolidating 
market. But shares in both 


| companies fell, wiping £14 bil- 


lion ($2.2 billion) off their 
combined value in one day. 


In another British insurance 
deal, Royal London Mu- 
tual Insurance Society is to 


| buy struggling United Assur- 


ance for £1.5 billion. 


| UBS, a poorly performing 


Swiss bank group, is seeking 
improvement by breaking up 
its private-banking arm: cff- 
shore private banking will be 
controlled from Switzerland 
and onshore banking is to be 
transferred to uss Warburg, 
the group’s investment bank. 


Deutsche Bank announced 
alliances with SAP, a software 
company, and AOL Europe, 
an Internet service provider, 
to provide financial services 
online. 











Pruden tial 
life i 
ternet b 


L Britain's biggest 
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‘Citigroup, the world’s biggest. 
financial group, is to lose its 
chief financial officer, Heidi 
Miller, who is joining Priceline, | 
an Internet retail site. 


| 
| ($4.4 billion), has attracted m 


Deficit tepending . 








America’ s trade deficit in 
goods and services shrank to 
$25.6 billion in December, as 
improving economie condi- 
tions around the globe helped 
to push up exports. However, 
the deficit for 1999 hit an all- 
time record $271 billion, up 
65% on 1998. 





A World Trade Organisation 
panel confirmed a ruling that 
America’s “foreign sales cor-:| 
porations” unfairly subsidise 
exports. The Americans will be 
reluctant to change their law- 
in an election year; so the = 
European Union may well im- 
pose trade sanctions. 





The race for the top job at 
the IMF hotted up as execu- 
tive directors formally nomi- 
nated two candidates. Japan 
proposed Eisuke Sakakibara, |: 
an ex-finance ministry official; 
and a group of African coun- 
tries put forward Stanley Fi- 
scher, the umr’s deputy head. 
Germany is set to nominate 
an ex-World Banker, Caio 
Koch-Weser, who will proba- 
| bly get the job because it has 
| always gone to a European. 
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The Dangers of Precaution 
by Fred L Smith 


as Europe, long the home of so much 

scientific and technological innova- 

tion, lost its faith in science’s abili- 
ty to generate social and economic progress? 
Are the gloomy views of the Reverend Thomas 
Malthus once more gaining sway? This is 
what some fear as the Precautionary Principle 
continues its progress from an obscure foot- 
note to the Stockholm global environmental 
conference of 1982, to a dominant policy rule 
able to trump even WTO trading rules (accord- 
ing to the February 2 EU Communication on 
the topic). 

However vaguely it is defined in official 
documents, everyone more or less has an idea 
of what the Precautionary Principle entails - 
a cautious approach to change. Definitions 
proffered elsewhere seem reasonably inno- 
cuous on first reading: when a product or 
action might create serious or irreversible 
harm, lack of scientific certainty should not 
preclude preventive action. 

But, on further reflection, one realises 
that if the EU proceeds along this path, inno- 
vation may be stifled at home, and foreign 
trade massively curtailed. The latter danger 
is perhaps most evident, since the Precaution- 
ary Principle has already been invoked for 
internal EU trade, as well as EU trade with the 
US. But European regulatory restrictions, at 
one time more science-based than those of the 
United States, seem to be beginning to accept 
any evidence of risk as justifying bans and 
restrictions (e.g. in the areas of waste manage- 
ment, use of metals, anti-chlorine policies). 
The latest EU directive drives this home by 
making it clear that the Precautionary Prin- 
ciple envisions a much more expansive view 
of the once highly-limited exception to free 
trade policies included in the Agreement on 
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Sanitary and Phyto-sanitary Measures (SPS). 
Importers and innovators may find themselves 
required to prove that an increasingly large 
range of products could never produce any 
meaningful risk at any future time. 

The EU directive does concede that the 
Principle entails tradeoffs - ‘of balancing the 
freedoms and rights of individuals, industry 
and organisations with the need to reduce the 
risk of adverse effects to the environment, 
human, animal or plant health.’ But the basic 
nature of societal choice means that risk is 
never on only one side of the equation. There 
are risks of allowing the use of any product or 
technology — but there are also risks of block- 
ing or delaying the use of any new product 
or technology. The choice is not between free- 
dom and safety, but among various paths - 
none of which is completely safe, but some 
of which may be safer than the others. A 
classic illustration of this point was made by 
Aeschylus in his prophetic play, Prometheus 
Bound. The gods sought to deny mankind fire, 
in part, because of the potential risk this dan- 
gerous technology might create, But for fire, 
as for most technologies, the comparison is 
properly not between freedom and risk, but 
rather between the massive risks faced by 
mankind in a fireless world and the still large 
but somewhat smaller risks faced by man in 
a brighter, warmer world. A new technology, 
be it penicillin or electricity, will always entail 
some new risks, while reducing some known 
and older risks. The challenge for society at 
large and regulators in particular is to develop 
a mechanism that encourages better choices 
over time - choices that gradually make the 
world, not completely safe, but safer. That 
requires a sensible policy of trial and error 
- not one of seeking the utopian path of trial 
without error. 
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Experience demonstrates that the risks 
of innovation, while real, are vastly less than 
the risks of stagnation. There are very strong 
forces in all societies against the innovator: 
the natural resentment of the less creative 
toward the more creative; the strong economic 
reasons why established businesses and tech- 
nologies will fight long and hard against the 


A new technology, be it 
penicillin or electricity, 
will always entail some 
new risks, while 
reducing some known 
and older risks. 


upstart innovator; the very real danger that 
even a reasonable product will fail to prove pro- 
fitable. Western civilisation already hampers 
the innovator with considerable precautionary 
restrictions. There is certainly no compelling 
basis to go further. 

The lessons of history should teach us 
one thing forcefully: the threats posed by the 
Reverend Thomas Malthus are real. Mankind 
does not live in a stable world. Its equilibrium 
is dynamic - we run to stay in place, we must 
run much faster to achieve any gains. Allow- 
ing the Precautionary Principle to dominate 
decisionmaking in Europe could suppress 
the very forces of economic and technological 
innovation that make the current world possi- 
ble, and deprive the EU of necessary invest- 
ment and jobs. That is why - for Europe, as 
for the rest of the world - excessive caution 
may be the biggest risk of all. 

Fred L, Smith, Jr. is President and Founder of the 
Competitive Enterprise Institute, a market-oriented 
public interest group based in Washington, D.C. 
Their website can be found at http://www.cei.org. 








China's hop, skip and jump 


on to Taiwan 


BELING 


First Hong Kong, then Macau, next Taiwan. China intends the reunification of 


the “motherland” to be unstoppable 


VER the enigmatic oracle, Mao Zedong 

once said that it might take China 100 
years to bring Taiwan back into the fold of a 
reunified motherland. Did he therefore at- 
tach no particular urgency to the task? Or 
did he mean that China should never let up 
inits efforts to achieve it, no matter how long 
itmight take? 

On February zist, China suddenly 
stepped up the pressure. In a government 
white paper, published by the State Council, 
the government's highest body, it said that it 
would resort to “all drastic measures possi- 
ble, including the use of force” if Taiwan 
were to refuse “indefinitely” to negotiate 
with the mainland on reunification. China 
has long insisted that it has the right to take 
up arms against Taiwan, which it considers a 
renegade province. But until now it has said 
it would do so only if Taiwan made a formal 
declaration of independence, or if it were oc- 
cupied by foreign forces. Though this week’s 
white paper gives no deadlines for talks to 
start, and senior Chinese officials refused 
steadfastly to be drawn on the subject, the 
addition of a third trip-wire for military ac- 
tion marks a significant—and worrying— 
shift in Chinese policy. 

The timing is not coincidental.On March 
18th, Taiwan is due to hold an election to find 
a replacement for President Lee Teng-hui. 
Last year Mr Lee infuriated China by calling 
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for relations between the two to be put on a 
“special state-to-state” footing. Four years 
ago, China had tried to frighten the Taiwan- 
ese out of voting for him, by holding military 
exercises involving crack troops opposite 
Taiwan. As they rehearsed their amphibious 
assaults, China conducted “missile tests”, 
shooting across the Taiwan Strait and into 
the sea near some of its busiest ports. These 
shots backfired badly. Not only did Mr Lee 
win handsomely, but the United States was 
so worried that it sent two aircraft-carrier 
battle-groups to help protect the island. 

This time China is hoping to drive down 
support for Chen Shui-bian. Mr Chen’s 
Democratic Progressive Party is formally 
committed to promoting Taiwan’s indepen- 
dence but, realising that voters are not keen 
for a bust-up over the issue, Candidate Chen 
has been promising not to declare indepen- 
dence, nor even to hold a referendum on the 
issue, unless China uses force. 

Mr Chen, however, is not the only man 
that China dislikes. It would not be very 
happy with a victory for Mr Lee’s vice-presi- 
dent, Lien Chan. Mr Lien this week called for 
“patience” in the face of China’s threats. He 
had previously been promising to improve 
relations with the mainland. But China sus- 
pects him of following too closely in the 
hated Mr Lee’s footsteps. It would probably 
prefer a win by James Soong, an indepen- 





dent and the most pro-China of the three 
main candidates. But Chinese threats are un- 
likely to win Mr Soong friends in Taiwan. Ai 
cording to the latest polls, the white paper 
has had no discernible impact on Taiwanese 
voters’ preferences. ; 
So are China and Taiwan heading for an- 
other showdown? Not necessarily, at least 
not yet, Neither side is moving troops” 
around. America has not dispatched any 
warships, though it has told China of its 
“grave concern” at military threats to Tai- 
wan. Yet China’s new policy shift may end 
up having a greater impact than the rocket- 
propelled diplomacy of four years ago. : 
Much will depend or: what happens 
after the election. China has said it wants. 
talks to start quickly. But it has also modified 
its own approach in more subtle ways, The 
white paper contains no demand that Tai- 
wan must publicly repudiate Mr Lee’s “state- 
to-state” formula. Nor doesit insist that talks 
on reunification should start before other is- 
sues, such as economic ties, are broached. 
And it offers to deal with Taiwan onan 
“equal” footing, though that hardly sounds 
like a concession, with the threat of invasion 
hanging in the air. 
Why the sudden change of policy? 
“After the return of Hong Keng and Macau, it 
is natural that we have felt a certain urgency” 
in solving the Taiwan problem,” explains the < 
Chinese government spokesman, Zhu Bang- 
zao. Another possible explanation is. that. 
China's president, Jiang Zemin, is casting; 
around for something more to ensure-his 
place in China’s history books, rather as 
Deng Xiaoping set his heart on the return of 
Hong Kong. 
Maybe, but invading Taiwan would - 
present difficulties. Although China backs: 
itsdetermination to get Taiwan to the negoti- 
ating table with military boasts about how it < 
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is “fully capable” of retaking the island, few 
observers believe it could mount a success- 
ful invasion: China has plenty of troops but 
they may not be up to invading Taiwan. 
China’s military planners know this. Those 
who detect the army’s fingerprints on the 
new policy see the new sense of urgency asa 
way to justify higher military spending. 

The risks are high for China too. The 
more it blusters, the more it risks pushing Tai- 
wan further towards the independence that 
China says it will not tolerate. In the mean- 
time, its belligerence is stiffening criticism in 
America’s Congress, just as two important 
pieces of legislation are being considered. 
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One, the Taiwan Security Enhancement 
Act, would strengthen America’s military 
ties with Taiwan. This week’s threats make it 
harder than ever for the Clinton administra- 
tion to defeat the bill, which has already 
passed the House of Representatives and is 
now before the Senate. Another congres- 
sional vote will come later in the summer, 
when America must decide whether togrant 
China permanent normal trading relations 
as a step towards its entry into the World 
Trade Organisation. That is something 
China badly wants to achieve before the 
year is out. But threatening Taiwan is not the 
most obvious way to get it. 





Hong Kong 


Atonement day 


HONG KONG 


To free-marketeers, Hong Kong is a paragon of small government and low 


taxes. Perhaps not for much longer 


EEPLY Catholic and politically as cor- 

rect as he is skilful, Donald Tsang has 
not failed to notice that March 8th is Ash 
Wednesday. “It’s a bit ominous to me,” says 
Hong Kong's finance secretary. since on this 
date he will not only be confessing his sins 
but also announcing the territory's new bud- 
get. His wry humour may have its purpose. 
For weeks, Mr Tsang and his minions have 
been softening up the media and public for 
what they appear to see as inevitable: the 
taxing of Hong Kong. 

New taxes are unpopular everywhere, 
but in Hong Kong they amount almost to 
blasphemy. The territory's tradition of sim- 
ple and low taxes, combined with a compar- 
atively easy-going government, has earned it 
the adulation of liberals almost everywhere, 
and is widely seen as a main reason for its 
stunning rise to prosperity. 

During most of the fat years, the govern- 
ment balanced its books with ease. This 
changed abruptly when East Asia’s financial 
cyclone reached Hong Kong in late 1997. In 
1998, Hong Kong ran up its first big budget 
deficit (see chart), and on 


tax, a corporate-profits tax 
and its equivalent of a prop- 
erty tax. The salaries tax is 
capped at 15%, but only the 
10,000 richest Hong Kong resi- 
dents pay it at that rate. In- 
deed, in recent years Mr Tsang 
has raised allowances so 
much that almost 70% of the 
population now pay no tax at 
all. He has also cut corporate 
taxes to 16%. Beyond that, he 
has little more to rely on other 
than tunnel fees and duties on 
the bets punters put on horse 
racing, a passionate activity in Hong Kong 
but one steadily moving to the taxless ha- 
vens of the Internet. 

To make matters worse, the government 
also has scant hope of reviving another ma- 
jor source of revenue. In the past it benefited 
from an overheated property market that 
was a cash cow for the treasury. The govern- 
ment owns all the land on Hong Kong island 
(except the plot occupied by the Anglican ca- 





Tsang awaits Mickey 
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thedral). Until the former British colony was 
handed back to China in 1997, the govern- 
ment, in agreement with the Chinese, 
created an artificial land shortage by releas- 
ingonly small quantities of land for develop- 
ment. The result was a property bubble, in 
which the government made a killing both 
from the inflated prices paid at auctions for 
development rights and on duties imposed 
on the subsequent sale and resale of homes. 

After the handover, more land was sup- 
posed to be provided for development but, 
because of the regional turbulence, property 
values plummeted by some 40% and are 
only now showing signs of stabilising. To 
prevent a free fall, the government sus- 
pended land auctions in 1998. Although 
these have now resumed cautiously, the pro- 
portion of government revenue coming 
from property has fallen by more than half. 

Nor will it rise much again, since any 
new property bubble would conflict with 
another government goal: to turn Hong Kong 
into Asia’s undisputed regional business 
centre. This will be hard unless the cost of liv- 
ing falls in Hong Kong. Exclud- 
ing housing, Hong Kong is the 
sixth-most-expensive metro- 
polis in the world; including 
housing, despite the property 
slump, itis fourth—and ahead 
of its regional rivals, Singapore 
and Taipei. 

So what are Mr Tsang’s op- 
tions? Hong Kong is a free port 
by constitution, so he cannot 
resort to customs duties. A tax 
on travellers leaving Hong 
Kong by land—similar to ex- 
isting taxes on departures by 
air and sea—seems both “fair” 
and feasible, according to some in the trea- 
sury. But this would be, at best, a partial sol- 
ution. Some sort of value-added or sales tax, 
by contrast, would be at once more effective 
and more incendiary. On February 16th, 
Hong Kong's legislators tried to pre-empt any 
such measure by voting 36 to 2 against a sales 
tax, even though no such thing had been 
proposed to them. 

Yet nothing, including salaries and pro- 
fits, is sacred any more. “We've 
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Kirgizstan 
A worrying vote 


BISHKEK 


HE small and mountainous republic of 

Kirgizstan once boasted of being the 
most democratic country in Central Asia. 
Unlike its neighbours, Kirgizstan made ef- 
forts to develop the concept of an elected 
government and a free-market economy, 
which continued well beyond its first flush 
of independence from the Soviet Union al- 
most nine years ago. But now it, too, seems to 
be turning autocratic. The parliamentary 
election on February 2oth has been criticised 
by the Organisation for Security and Co-op- 
eration in Europe for failing to meet interna- 
tional standards. 

About 600 candidates competed for the 
105 seats in the two houses of parliament, a 
proportion of which were being contested 
for the first time by political parties. Of those 
seats, the Communists led with 27% of the 
vote and the pro-government Union of 
Democratic Forces came second with 18%. 
Despite some irregularities in the poll itself, it 
was mostly events that took place before the 
voting that earned bad marks from the inter- 
national observers. 

Three opposition par- 
ties were barred from the 
contest on technicalities. 
One of them was the Ar- 
Namys Party, the coun- 
try’s third-largest. It was 
founded in July 1999 by 
Feliks Kulov, a former 
mayor of Bishkek, the 
capital. He is seen as a strong opponent of the 
President Askar Akaev. Mr Kulov resigned as 
mayor last April after accusing the president 
of condoning undemocratic practices by 
government officials. 

The People’s Party, the largest political 
group after the Communist Party, was also 
excluded. Its chairman, Daniyar Usenov, has 
already declared he will run against Mr 
Akaev in the presidential election due in De- 
cember. Mr Kulov is reckoned to have simi- 
lar plans. Many think this was the real reason 
the opposition parties were disqualified. 
Both opposition leaders were able to com- 
pete as independent candidates in single- 
seat constituencies but, like most of the other 
candidates who did so, they failed to secure 
the 50% needed to avoid a run-off. 

Kirgizstan, with just 4.8m people, has 
increasingly come under the influence of 
authoritarian leaders in the larger Central 
Asian republics, in particular Kazakhstan. 
There are even family ties: Aliya, the daugh- 
ter of the Kazakh president, Nursultan Na- 
zarbaev, is married to Mr Akaev’s son, Aidar. 
Kazakhs consider Kirgizstan to be an econ- 
omic weakling and some even refer to the 
country as a Kazakh province. Kazakh busi- 
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Is Akaev so keen to vote? 


nesses and banks have been steadily buying 
up the shares of Kirgiz enterprises. Nobody 
says much about the practice and some of 
the Kazakh companies use different names 
to cover their tracks, so the extent of the pur- 
chases is not known. Nevertheless, many 
Kirgiz complain that their economy is being 
undermined. 

Economically, Kirgizstan 
is going through a bad patch. 
Although Gpr grew by 3.6% 
last year, industrial produc- 
tion has fallen and foreign 
debt has grown. Inflation in- 
creased from 18% to almost 
40% in 1999. Kirgiz voters 
were naturally interested in 
candidates who promised to improve the 
economy and reduce unemployment. 

Kirgizstan, in contrast to Kazakhstan, 
Turkmenistan and Uzbekistan, is not rich in 
oil and gas. It has attracted little foreign in- 
vestmentand can ill afford to ignore interna- 
tional complaints about its democracy, be- 
cause this would frighten off both potential 
overseas investors and foreign aid. So the 
criticism may yet find its mark, perhaps in 
time for the presidential contest. 

an a 


Sri Lanka 


A prize from 
Norway 


COLOMBO 





S THE Sri Lankan government prepared at 

last to allow an outsider to try to end its 16- 
year civil war with the Tamil Tigers? It 
seemed so last week when the government 
announced that the Norwegian foreign min- 
ister, Knut Vollebaek, was willing to take on 
the task of starting talks between the two 
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sides. But almost immediately suspicions 
arose about how deeply Mr Vollebaek was 
prepared to be involved. The man from the 
home of the Nobel peace prize offered 
“facilitation”, not “mediation”. 

Mr Vollebaek came to Sri Lanka as part of 
a whirlwind tour to canvass support for Nor- 
way’s application to join the United Nations 
Security Council as one of its rotating mem- 
bers. Arriving on February 16th, he had achat 
with President Chandrika Kumaratunga 
and the leader of the opposition, Ranil Wick- 
remesinghe, apparently secured their sup- 
port for the un bid, and left the same day. His 
mission as a possible peacemaker seems to 
have been no more than a postscript to his 
visit, perhaps just an afterthought. At least, 
that is the way many Sri Lankans see it. 

All the same, the fact that the Sri Lankan 
government has been emphasising the 
peacemaking side of the visit may indicate 
how desperate it is to find some new way to 
end the civil war. Getting the Tigers’ leader, 
Velupillai Prabhakaran, to agree to talks 
would probably not be difficult, but, coming 
from the government, an invitation would 
be seen to represent a climbdown by Mrs 
Kumaratunga. 

She engaged in such talks five years ago 
after she was elected president. Ending the 
war was one of her election promises. When 
the talks came to nothing, she reluctantly al- 
lowed the army to launch an all-out attack 
on the Tigers. But they remain a formidable 
fighting force, still determined to secure a 
separate state in the north-east of the island. 
Involving Norway as an honest broker 
would save face for the president. It might 
even gain support for her ruling coalition, 
which faces a general election in July. 

Norway’s unwillingness to get involved 
in the mediation itself would not necessarily 
be a disadvantage. Successive Sri Lankan 
governments have been reluctant to hand 
the problem to a neutral, fearing that any 
proposed “solution” would be unacceptable 
to the Sinhalese majority. India sought to set- 
tle its small neighbour's difficulties in 1987 
with a peace plan that involved disarming 
the Tigers, but retreated badly clawed. India 
remains deeply interested in Mr Prabhaka- 
ran, not as a negotiator, but to hang him for 
the murder of its former prime minister, Ra- 
jiv Gandhi, in 1991. 

Among Sri Lankans, it should be said 
that there has been more talk about the re- 
cent budget than about possible peace talks. 
The budget visualises, perhaps too optimis- 
tically, growth of 5% with inflation below 8%. 
It is, as usual, in deficit, necessitating foreign 
grants, borrowing and the sale of state assets. 
The cost of the war is manageable. Fortu- 
nately, Sri Lankans abroad send home a size- 
able flow of remittances. The war provides 
employment for some 500,000 people. It is 
the cost in lives and general misery that is 
unacceptable. 
= = —— 
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ASIA 
Nepal 


Misery in the 
mountains 


EN years after Nepal adopted multi- 

party politics, itis clear that neither peace 
nor good government has come to the coun- 
try. On February 18th, 11 ministers resigned 
from the cabinet, just two days after half of 
the ruling party’s parliamentarians called for 
the prime minister to resign. The next day, 
Maoist rebels killed 15 policemen and in- 
jured another 20 in their deadliest attack in 
four years of activity. In the same week, both 
the uN and Amnesty International, a hu- 
man-rights group, told of repression and 
murder in the country. 

The pressure on the prime minister, 
Krishna Prasad Bhattarai, to go has become 
intense: his finance and education ministers 
also resigned recently, and he has been criti- 
cised as an “ailing geriatric” whohas failed to 
achieve anything in government. Just nine 
months after a successful election, which 
gave Nepal its first government with a ma- 
jority in parliament, its rulers seem incapa- 
ble of stable rule, let alone of tackling corrup- 
tion, poverty and rural inequality. 

But the timing and nature of Mr Bhatta- 
rai’s departure could affect the chances for 
peace in a country where a low-level insur- 
gency risks becoming a serious threat. Four 
years ago the Maoist rebels launched their 
campaign against the ruling elite, perhaps 
inspired by leftist violence against landown- 
ers across the border in the northern Indian 
state of Bihar. After years of amateurish at- 
tacks, the rebels are now better armed and go 
after police as well as civilians, who are 
blamed as informers or class enemies. Am- 
nesty says the rebels have killed around 200 
civilians as their “people’s war” has spread. 
On February 23rd, police said they had killed 
18 suspected rebels in separate gun battles. 

There were rumours this week that the 
Maoist rebels would consider a ceasefire, but 
that depends on a stable government able to 
conduct negotiations. The government 
wants to encourage the rebels to disband, 
but it also plans to give the police more pow- 
ers under an “integrated security plan” to be 
presented to parliament. It would include 
the right to shoot rioters, arsonists and any- 
one who “commits any other violent or sub- 
versive act”. 

That worries activists and the UN's spe- 
cial rapporteur on “extrajudicial executions” 
(ie, murders), Asma Jahangir, who visited 
Katmandu, the capital, last week. She spoke 
of reports of “massacres” by police, and gave 
warning that violence from either side 
would encourage more reprisals. The uN and 
Amnesty have condemned the country’s re- 
cord on human rights. The government ad- 
mits the police killed 436 people in the year 
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to last November, of which half, say critics, 
were murders. Many of the estimated 5,000 
who have been arrested in the past four 
years have disappeared or been tortured. “It 
is getting to a very serious situation—as bad 
as Chile under Pinochet,” says Gopal Siwa- 
koti,a human-rights activist. 

Mr Siwakoti organised a conference on 
human rights and the Maoist uprising and 
“invited many to come, including the po- 
lice,” he explains. The police came. “They 
surrounded the building and arrested us. I 
was in prison for 11 days while they tried to 
fake evidence and frame a charge of crimes 
against the state.” He was released only after 
pressure from abroad. Now many ordinary 
citizens are becoming frustrated with poli- 
tics and more support for the rebels is likely. 
That way lies only more violence. 

Es s 





Australia 
Olympian loss 


SYDNEY 


HE organisers of the Olympic Games in 

Sydney are battling with an image pro- 
blem. During a visit earlier this month by 
members of the International Olympic 
Committee, the 10c’s vice-president, Dick 
Pound, accused the Australians of being 
“nuts” to set a marketing target that was too 
high and of having a “dysfunctional rela- 
tionship” with their sponsors. Shortly before 
this, the Sydney organisers had been forced 
to cut their budget once again because of a 
revenue shortfall. The latest cut suggests 
that, unlike some other Olympic cities, 
which have profited greatly from staging the 
games, Sydney may not do as well. It may 
even makea loss. 

As to be expected in a country where 
sport is revered, Sydney has put an enor- 
mous effort into getting ready for the biggest 
international event it has ever staged. The 
sporting arenas have been built and tested, 
and the main Olympic gathering-place, on 
the site ofan old abattoir at Homebush, west 
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Sydneysiders in unsporting mood 


of Sydney, is ready for the opening ceremony 
on September 15th. In the minds of many or- 
dinary Australians, however, much of this 
hard work has been sullied by skulduggery 
involving Olympic officials. This started 
with revelations that Salt Lake City had of- 
fered bribes to some 10c officials to win its 
bid for the 2002 winter Olympics. Sydney 
also offered sweeteners, though less gener- 
ous ones, before narrowly winning its bid for 
the 2000 games. 

However, the scandal that shook Austra- 
lians most concerned tickets, The Sydney or- 
ganisers set out by saying that over half the 
tickets had been set aside for Australian 
sports fans. Last October it was revealed that 
420,000 fewer tickets were for sale than had 
been claimed and that most of these had 
been earmarked for sale to a “rich list” of 
grandees prepared to pay higher prices. Fam- 
ilies who had applied for tickets, only to 
have their money returned months later be- 
cause none were available, felt diddled. Pub- 
lic support for the games almost collapsed. 

The secrecy with which the Sydney orga- 
nising committee conducts its affairs is being 
blamed for this and other controversies. In 
contrast to the privately organised games in 
Atlanta four years ago, the financing and 
running of the Sydney Olympics are mostly 
the work of the state government of New 
South Wales. The latest revenue shortfall of 
A$193m ($121m) was due to lower-than-ex- 
pected income from sponsorship and ticket 
sales. Although 109 companies have pledged 
money, the organisers were hoping for more 
enthusiasm. The various scandals seem to 
have deterred many potential backers. The 
“rich list” ticket plan has now been scrapped 
and the state government has agreed to forgo 
A$30m which it thought it would earn under 
the original marketing plan. 

The Australian organisers are now hop- 
ing the worst is behind them and that public 
support for the games will grow. So does the 
roc: a successful, if not highly profitable, 
Sydney Olympics would at least help to re- 
store its tattered image. After inspecting Syd- 
ney’s Olympic sites last week, Juan Antonio 
Samaranch, the 10c’s 79-year-old president, 
was full of praise:“Never in my 
life have I seen facilities like 
these.” John Hancock, an 
American insurance company 
and one of the 10c’s biggest 
backers, has decided to renew 
its global sponsorship after 
threatening last year to with- 
draw it over the Salt Lake City 
scandal. Mr Samaranch and 
his colleagues have also done 
their bit to help balance the 
budget and presenta reformist 
image: they travelled around 
Sydney in a mini-bus rather 
than their customary fleet of 
limousines. 

LJ 
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UNITED STATES 


COLUMBIA, SOUTH CAROLINA, DETROIT AND PHOENIX 


Striking back at the 





empire 


The Michigan primary was supposed to finish off John McCain. Instead it has 
made his nomination a real possibility 


AX WEBER once described politics as 
VAa struggle between bureaucracy and 
charisma. Rarely has the German sociolo- 
gists remark been better exemplified than 
by the fight now raging for the Republican 
party’s presidential nomination. On the one 
hand, there is the quintessential machine 
politician in George W. Bush, who has every 
endorsement going, a stack of money and 
ranks of volunteers from party-political op- 
erations in every state. On the other, there ts 
John McCain who runs on charisma and 
caffeine—and he now has the upper hand. 
By winning the primary contest in Mich- 
igan by seven percentage points and his 
home state, Arizona, by a landslide, Mr 
McCain rekindled the fire of the early weeks 
of his campaign. Rebounding from a heavy 
defeat in South Carolina, he beat big odds for 
a second time and showed that his appeal 
reaches far beyond the snows of New 
Hampshire. Mr Bush had explained away 
that loss by claiming that New Hampshire, 
with its tiny population and exceptional tra- 
dition of face-to-face civic engagement, is too 
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peculiar to count. There can be no such ex- 
cuses in Michigan. 

With a large population, a big industrial 
sector, a flourishing two-party system and a 
large number of conservative “Reagan Dem- 
ocrats”, Michigan is one of the bellwether 
states of the mid-west, a place all presidents 
must carry. It was also dubbed Mr Bush's fi- 
rewall of firewalls. In the primary, Mr 
McCain achieved something unheard of in 
American politics: he attracted so many in- 
dependents and Democrats that they were 
the majority voters in a Republican primary. 

The significance of this has provoked a 
fierce feud. The McCain camp boasts how 
their candidate won large majorities of inde- 
pendents, union members and minorities— 
the swing voters of a swing state, according to 
Bill McInturff, Mr McCain’s pollster. For Mr 
Bush’s part, John Engler, Michigan’s humili- 
ated governor, has fumed about Mr McCain 
“renting Democrats” for a day to win the Re- 
publican nomination. And another gover- 
nor, Frank Keating of Oklahoma, said that 
“Republicans will embrace John McCain if 


they have to, but they will be angry that they: 
were pulled to the left bya primary system 
that was unfaithful to their ideals? o 0 5 

The result severely damaged Mr Bush in 
the two areas where he was supposed to be 
strongest—his organisational powers and 
his vaunted electability. The former had - 
been on prominent display in his 1-point. 
win in South Carolina three days before. The 
operation run by that state’s former gover 
nor, Carroll Campbell, unquestionably got | 
out the vote for Mr Bush (turnout more than 
doubled). It also unleashed a torrent of vi 
cious anti-McCain advertising that fully 
lived up to the exacting standards of a state 
that has turned character assassination from 
anart intoa science. The television advertise 
ments were tough enough, but in radio talk 
shows and leaflets the Arizona senator was. 
accused of everything from fathering hi 
adopted children illegitimately to betraying | 
American secrets while a prisonerof'war. 

The assault may have worked in South © 
Carolina, but it has not helped. Mr Bush 
since. Mr McCain immediately claimed that » 
he had been sleazed to defeat and that Mr 
Bush was guilty of association. with bigots. 
Those charges-—justified or not—are now, in | 
turn, harming Mr Bush’s electability. 

Mr Bush has not merely failed to widen 
his base of support, he has actually attacked 
Mr McCain because independents and. 
Democrats voted for him. Indeed, if you dis- 
count Mr Bush’s victories in Iowa and Dela- 
ware (which Mr McCain did not contest), 
and focus on the states he seems most likely 
to win in the next two weeks—Texas. (his. 
home state), Florida (where his brother is- 
governor) and Virginia—Mr Bush looks wor- 

















ryingly like a southern “regional” candidate: 


Mr McCain, in contrast, has won primaries’: 
in the north-east, the mid-west and the west. 
And the opinion polls now show that Mr 
McCain would beat Al Gore by 24. points; 
but Mr Bush would beat him by only five: |. 
Uncomfortable though this must be for 
Mr Bush's allies in the Republican establish: 
ment, there is another way to dissect the | 
numbers from South Carolina and Michigan 
that should worry both contenders. Despite 
their different results, the two primaries had 
some remarkable similarities. 
All three main groups—Republicans, In- 
dependents and Democrazs—voted in mod- 
erate Michigan just as they did in conserva- 
tive South Carolina. Mr Bush won roughly. 
two-thirds of the Republicans in both states. 
Mr McCain won two-thirds of the indepen- 
dents and four-fifths of the Democrats. The - 
difference between the races lay in which 


groups turned out. In South Carolina, Re- =: 


publicans accounted for 61% of the voters. In 
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Health-care strategy of the week 
During a town-hall meeting in South Caro- 
lina, George W. Bush was asked what he 
would do about a woman’s medical insur- 
ance which doesn't cover her son’s chronic 
illness. Mr Bush’s analysis: “I'm sorry. I 
wish Icould wave a wand.” 
Salon.com, February 18th 

wk 
Revealing factoid of the week 
Some 23m Americans watched the Fox 
television show “Who Wants To Marry A 
Multi-Millionaire?” on Tuesday night. At 
the same time, 3m people watched the Re- 
publican presidential debate. 

kik 
Hunk of the week 
Al Gore, who was challenged to take part in 
the “stake-out work-out”. The “work-out”, 
practised by bored cameramen, consists of 
weightlifting with a 3olb camera. Mr Gore 
impressed watchers with nine curls with 
his right arm, six with his left. He also 
swung the $75,000 camera over his head 
several times. 
Los Angeles Times, February 20th 





Back-handed compliments of the 
week 
Former New York senator Al D'Amato on 
John McCain: “He is the Don Quixote of 
modern-day politics.” 
Representative Sam Johnson of Texas on 
Mr Bush: “He was a pilot in the Texas Na- 
tional Guard. So it’s not like he doesn’t 
know'the military.” 
Congressman J.C. Watts, filling in for a de- 
layed Bush in South Carolina: “In order to 
be a good president, you don’t have to be a 
foreign- or domestic-policy wonk. You can 
buy dozens of policy wonks. You don’t 
have to be clever. You can buy clever.” 
New York Times, February 19th 

xe 
Food of the week 
Crisp rashers. As Mr Bush left a restaurant 
in Greenville, South Carolina, over the 
weekend, a lorry pulled up and dumped a 
load of cow manure on the street. The 
driver got out of the truck, dressed as a pig, 
shouting, “Meat is death! Pork is murder?” 
Mr Bush later commented, “Tm glad I had 
bacon for breakfast.” 
Los Angeles Times, February 20th 

kkk 
Song of the week 
As jubilant supporters waited for George 
W. Bush's victory speech in South Caro- 
lina, a pop group strutted on stage to enter- 
tain the crowd. The large contingent of 
white-haired dames looked unhappy 
enough at the lead singer’s leather trousers; 
but when he opened his set, unhappiness 








blossomed into disgust. “Living the Vida 
Loca, with skins the colour of mocha,” the 
man intoned, as the dames headed for the 
door. 

kak 
Dubious tactic of the week 
The McCain campaign admitted, then de- 
nied, telephoning supporters and entering 
their donations online. Internet experts 
now question whether the senator’s record 
$4m, raised via his website, resulted from 
high-tech genius and a spontaneous 
groundswell of support or just good old- 
fashioned glad-handing. 

kee 
Bushism of the week 
“I will say to countries in the Middle East, 
don’t you dare hold us hostile.” 
Detroit, February zist 

kik 
Delegate totals of the week 
Mr Bush, 67; Mr McCain, 96. A Republican 
candidate requires at least 1,034 of the 2,066 | 
national delegates. | 











Michigan, they accounted for 48%. 

Not only do Mr McCain and Mr Bush 
seem to appeal to completely different 
groups of supporters; neither seems to be 
making any inroad into the other’s voting 
block. In Michigan, Mr McCain improved 
his standing among independents com- 
pared with South Carolina. Mr Bush im- 
proved his appeal to Republicans compared 
with his showing in New Hampshire. 

Bizarrely, a battle between two Republi- 
cans, both of whom occupy similar points 
on the political spectrum (both have conser- 
vative track records; both also support dif- 
ferent kinds of reform) has turned into acon- 
test between different appeals, addressing 
different constituencies, as if there were two 
different parties. It is a contest between a re- 
forming Republican who cannot attract in- 
dependents and a reforming Republican 
who cannot attract members of his own 
party. An already bitter race will get still 
more competitive as the two men try to at- 
tract each others constituency. 

Mr McCain should have the easier job. It 
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is absurd to suggest, as the Bush camp does, 
that he is not really “one of us”. With a few 
exceptions—notably campaign-finance re- 
form and tobacco—Mr McCain’s 18-year 
voting record in Congress stands as a monu- 
ment to party orthodoxy. But Mr McCain 
also knows full well that he cannot win the 
nomination with the backing of only one- 
third of Republicans. In his victory speech in 
Arizona, he proclaimed himself “a proud 
Reagan conservative”, who loved the Re- 
publican Party. “Don’t fear this campaign 
my fellow Republicans. Join it. Join it.” 

This appeal has force. As Scott Reed, Bob 
Dole’s campaign manager in 1996 puts it, 
“Republicans want a winner and they want 
somebody who can appeal across party 
lines, What [the Michigan vote]shows is that 
McCain’s candidacy can do that.” But what 
is being overlooked in the flush of Mr 
McCain’s victories, is that Mr Bush can also 
surely broaden his appeal. 

Just as it is implausible to question the 
Arizona senator's Republican credentials, so 
it is strange to argue that Mr Bush is a creature 


of the far right. As governor of Texas he won 
the support of over a third of Latino voters, 
not traditionally a Republican constituency. 
Last year, he criticised the Republican con- 
gress for “balancing the budget on the backs 
of the poor”. In explaining what he meant by 
“Compassionate Conservatism”, he out- 
lined a series of policies on education re- 
form, and the role of faith-based organisa- 
tions in social policy—hardly the hall-mark 
of a far right-winger. 

When Mr Bush first began to claim the 
label “A Reformer with Results”, Mr McCain 
scoffed that “if he’s a reformer, I'm an astro- 
naut.” Yet Mr Bush is a reformer. The Repub- 
lican Party is divided between the ideologi- 
cal, often: divisive politicians in Congress 
and the more practical, consensus-seeking 
governors in state capitols. The endorsement 
of umpteen congressmen and senators ob- 
scures but does notalter this. Mr Bush comes 
from the reformist wing of the party and still 
has the power to remind independent voters 
of this, though he is not doing so now. 

Mr Bush’s other advantage is that the 
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fight will increasingly follow rules that fa- 
vour him. Mr McCain has always said the 
nomination will be decided on March 7th 
when 12 Republican primaries will be held 
and a third of the Republican delegates are 
picked. The two have now won three prima- 
ries apiece (lowa, Delaware and South Caro- 
lina for Mr Bush; New Hampshire, Michigan 
and Arizona for McCain). Mr Bush is the fa- 
vourite to win Virginia, which votes on Feb- 
ruary 29th, Mr McCain to win Washington 
state the same day. Assuming they go into 
March 7th level-pegging, that gives Mr Bush 
a slight edge. Traditionally, insurgents need 
to win a swift victory. If Mr McCain is only 
sharing the primary tally, Mr Bush’s advan- 
tages of organisation should begin to tell. 


Thedream ticket beckons? 

Moreover, the rules of engagement will be 
stacked against Mr McCain in future. So far, 
the contested primaries have been “open” 
ones, in which non-Republicans could vote. 
But the two biggest states to go to the polls on 
March 7th, California and New York, have 
“closed” primaries: only Republican votes 
count. If Michigan had been closed, Mr Bush 
would have won it. 

But Mr McCain is not without hope. The 
other big state to vote on March 7th, Ohio, is 
open. It is also a mid-western bellwether 
state like Michigan. New York Republicans 
are relatively moderate. As for the biggest 
prize, California, Republicans there respond 
to charismatic leaders like Ronald Reagan, 
and they are still traumatised by their 20- 
point humiliation in the governor's race in 
1998, when they were led by a machine poli- 
tician like Mr Bush. 

The upshot is that the fight between the 
Republican rivals has become a battle be- 
tween arithmetic—which is predictable— 
and momentum, which is not. Unless one 
man sweeps the field on March 7th, the battle 
could drag on to the convention in July. The 
party that suffers the most bitter nomination 
battle usually loses the election. If no one 
lands a knock-out blow in March, Republi- 
cans may soon be forced to consider an op- 
tion that now seems inconceivable: that Mr 
Bush becomes Mr McCain’s running mate. 








Troubled cities 1 


The angels who want to defect 


LOS ANGELES 
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Two of America’s best-known cities are suddenly unsure about their future. 
First, the possible disintegration of Los Angeles; second, clouds over Seattle 


HEN a city contains within its 300- 

mile boundary a coastline, several oil- 
fields full of bobbing derricks, tracts of desert 
and a large forest, a mountain range is not 
the prodigious oddity it would be in mostur- 
ban environments. Until now the Santa 
Monica mountains have been just one more 
aspect of the multi-faceted splendour of Los 
Angeles. Yet this east-west range may be the 
seam along which the city is about to split. A 
movement is afoot to break the San Fer- 
nando Valley, which lies to the north of the 
mountains, away from the larger portion of 
the city that lies to their south, creating two 
cities out of the one that exists today. 

The urge to break loose from a metropol- 
itan mass is showing itself in other parts of 
the country, too. Miami, in Florida, has seen 
four new cities emerge from its borders since 
1992, with maybe six more in the works. In 
New York, Staten Island and Brooklyn peri- 
odically strain at the leash. Elsewhere in Los 
Angeles itself, San Pedro and Wilmington, 
which holds La’s harbour, are running a 
joint secession movement, and on February 
15th Hollywood officially launched the cam- 
paign to gather signatures that will setin mo- 
tion its bid for cityhood outside Los Angeles. 

The leaders of Valley Vote, the organisa- 
tion behind the San Fernandoindependence 
campaign, are clear about their grievances. 
They believe that the valley’s citizens pay for 
more than they get from the city. Their taxes 
contribute to the city’s transport and infra- 


structure budgets, and yet they have fewer 
buses than other parts of the city and nosub- 
way, and pay more for their sewerage than 
people outside Los Angeles who have con- 
tracts with the metropolitan sewerage sys- 
tem. Although the valley’s 1.4m citizens are 
39% of the total population of La, only four 
out of the city government's 15 council mem- 
bers come from exclusively valley districts. 

Even when services are evenly distri- 
buted across the entire city, the separatists 
complain, they are often poor and inef- 
ficiently delivered by an unwieldy bureauc- 
racy. The city’s schools are a shambles (even 
among those who do not wish to break up 
the entire city there are calls to break up its 
Unified School District into smaller boards 
better able to cope with the demands of dif- 
ferent neighbourhoods). The La police force 
is up to its neck in its worst corruption crisis 
since the 1930s. The Metropolitan Transit Au- 
thority is trapped between powerful con- 
struction lobbies and the trade unions that 
operate its buses and trains. 

The valley’s discontent has smouldered 
for decades. It first flared up in the 1970s, 
when, as in other American cities, children 
were bused to schools far from where they 
lived in the name of racial equality. The reac- 
tion against this led to accusations that the 
largely white and middle-class valley was 
being racist. The charge is still levelled today. 
Los Angeles’s most notoriously poor and 
chaotic neighbourhoods are south of the 
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hills, and suspect they are being dumped. 
The valley’s bid for secession appears to be a 
“revolt of the haves”, in the words of David 
Rusk, a former mayor of Albuquerque, New 
Mexico, and an advocate of big cities. 

Although valley girls and valley-speak 
remain the target of comedians, the valley is 
a lot more cosmopolitan than it used to be. 
Two-fifths of its population is Hispanic and 
9% East Asian, and it has the region’s largest 
Armenian and Farsi-speaking communities. 
Vietnamese restaurants and curry shops are 
as common as the hamburger stands that 
were once the limit of the valley's cuisine. 

Economically, too, the valley is forging a 
more varied and distinctive identity for it- 
self. In the 1970s it depended on aerospace, 
film making and tourism (mostly to the Uni- 
versal Studios theme park). Today things are 
much more diverse. There are high-tech 
companies that provide components to the 
biomedical and communications industries, 
a car-design studio opened by General Mo- 
tors last year, and a new generation of enter- 
tainment businesses that cover online de- 
livery and digital production. The valley has 
even produced its own muse in Paul Thomas 
Anderson, who offers filmic homage to the 
region’s pornographers (“Boogie Nights”) 
and other lost souls (“Magnolia”). 


It’s, like, so autonomous 


The success of Valley Vote’s signature-collec- 
tion drive—it got 205,000 people to sign up in 
support of a study of secession, 39% of San 
Fernando's registered voters—has led to the 
creation of a fact-finding commission, 
largely financed by the California state as- 
sembly, whose speaker recognises the valid- 
ity of valley feelings even if he personally 
does not favour secession. The commission 
will assess the economic feasibility of split- 
ting up Los Angeles, and look into tricky 
questions such as water supply that need 
general co-operation. 

A broken-away valley would not feel ex- 
actly lonely. Los Angeles is criss-crossed by 
no fewer than 87 independent cities, includ- 
ing places like Beverly Hills that most outsid- 
ers think are part of the city. Many havecom- 
pany-friendly tax regimes at which the 
valley’s businesspeople look with envy. 

Self-determination helps to drive the 
search for new ways todeal with local needs. 
Sometimes a pooling of interests can block 
progress. Part of the problem with La’s 
schoolsis that they have been unable to raise 
money through bond issues because of the 
requirement that such proposals get a two- 
thirds majority in a referendum. Several at- 
tempts to pass school bonds have failed 
when richer parts of town voted against 
what they saw as just another tax, though 
poorer parts that needed the schools were 
ready to pay. Left to choose for themselves, 
smaller entities could go their separate ways. 

None of the existing places that insist on 
being outside Los Angeles is on the scale of 
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the valley, which if it goes off on its own will 
be the sixth-largest city in America. Even so, 
the valley will not have the political clout of 
today’s LA, with its 3.6m people and its fam- 
ous name. Secessionists argue that there ex- 
ists an overarching body, even bigger than 
the city of Los Angeles, that can pull together 
the interests of the whole metropolitan area. 
This is Los Angeles County, whose 10m peo- 
pleand $15-billion budget make even thecity 
seem a relative midget. Los Angeles County, 
they say, should be able to speak with the pa- 
nache that Angelenos from both sides of the 
mountains believe their city deserves. 


Yet it has always been with the city’s 
mayor, not the chief of the county’s board of 
supervisors, that presidents come to talk. 
This has held true even when it meant cross- 
ing party lines. Ronald Reagan and George 
Bush sat down with the Democratic mayor, 
Tom Bradley, not with the county’s then Re- 
publican leaders. Today it is to the Republi- 
can mayor, Richard Riordan, that Bill Clin- 
ton turns, not to his fellow Democrats on the 
county board. The valley separatists may 
have good local reasons for going it alone, 
but they will be trading some national buzz 
for the better buses they deserve. 

—s 





Troubled cities 2 


Seattle shivers 


SEATTLE 


...and then it started to rain 


6CTPHIS is the weirdest state I ever saw,” 

says a Seattle man who has lived in 
Washington state for 23 years after spending 
time in Chicago, New York and California. 
“Ithas never had a problem. Washington has 
cheap electricity, no real social problems, 
companies like Microsoft, Boeing, Starbucks 
and Nordstrom, a mild climate—it’s the 
spoiled rich kid of the nation.” Yes, but even 
for a rich kid life has problems (ask George 
W. Bush). This is beginning to dawn on 
Washington, and not least on the state’s larg- 
estcity, Seattle. 

Part of the trouble is, on the face of it, just 
bad luck. Seattle was host to the recent mug- 
ging of the World Trade Organisation (wo). 
Then an Algerian was arrested on the state’s 
border with Canada, allegedly with a car- 
load of explosive materials bound for Seattle; 
so the city’s millennium-eve party got can- 
celled. There were a lot of people from Seattle 





among the 88 killed when Alaska Airlines 
Flight 261 crashed on January 31st. And now 
the most celebrated sportsman in the city’s 
history, Ken Griffey, centre-fielder for the Se- 
attle Mariners baseball team, has decamped 
to Cincinnati, Ohio, a vulgar place of steamy 
summer heat and barbecued pork. 

But there are also disquieting clouds on 
the economic horizon. A decade of prosper- 
ity unmatched almost anywhere in the 
country may be losing some of its brightness. 
Boeing, which employed 104,000 people 
around Seattle in 1998, is now down to under 
80,000, and the number will fall further as 
Airbus Industrie’s challenge to Boeing ob- 
liges it to cut production. Outside Seattle the 
forest-products industry is a shadow of its 
pre-spotted-owl self, and the normally lu- 
crative agricultural sector based on wheat 
and apples has suffered badly from Asia’s 
economic downturn. The state total of un- 
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Founded in Jerusalem in 1930, the Arab Bank operates out of the largest financial centres around the world, 


Assets 


Cash and due from banks 
Funds with central banks 
Government securities 
Trading securities 

Loans and advances, net 
Long-term investments, net 
Fixed assets, net 

Other assets 


Customers’ liability on guarantees, 
letters of credit and other eh 


Total — i aS 


Interest income 
Commission income 
Less: Interest expense 
Commission expense 
Net interest and commission 
Less: Provision for doubtful debts and investments 
Net interest and commission after provision 
Plus: Foreign exchange trading 
Other income 


Less: General and administrative expenses 
Net income before tax 
Income tax 


Appropriation 


Net income 

Retained earnings brought forward 
Total 

To statutory reserve 

To voluntary reserve 

To general reserve 

To reserves with associated companies 
Proposed cash dividends 

Directors’ remunerations 

Retained earnings carried forward 


The year 2000 marks our 70th anniversary, 
The Arab Bank Group has around 400 offices worldwide with a balance sheet of US$ 26 billion and deposits of US$ 17 billion 


Balance sheet as of 31 December 1999 and 1998 


1999 
SSO 


4 824 368 


2 002 062 


1 410 165 


71 639 


8 572 143 


2028 655 


191 674 


552 407 


6076 177 


1999 
USS (000. 


1 312 194 
130 937 
858 714 

5918 


5/8 499 


30 166 


548 333 


27 255 
36 030 
611 618 
321 537 
290 081 
64474 


225 607 


225 607 
2 245 
227 852 
22 549 
42 847 
97 107 
14.095 
44 143 
8 
7033 


227852 


1998 
USS (000 


4 460 703 


1 702 350 


1 121 633 


129 001 


8 282 017 


2029 112 


175 929 


439 320 


19653113 18 340 065 


5 655 864 


-25729290 23995929 
Income statement for the year ended 31 December 1999 and 1998 


1998 
ES Te) 


1 327 925 
124 297 
857 870 

4 990) 
589 362 
60 538 
528 824 
44 202 
42 461 
615 487 
317 212 
298 275 
74 592 


223 683 
2220 


225 903 


Liabilities and shareholders’ equity 
13 475 373 
3236 770 
269 529 
4422) 
664 394 
17 717 287 


30995 


1999 
USS ('000) 


146 937 
126 941 
289 552 
1 032 961 
378 065 
7033 

1 981 490 
(76 659) 
1 904 831 


Customers deposits 

Bank deposits 

Provisions 

Proposed dividends and remunerations 
Other liabilities 

Total liabilities 


Minority interest 


Shareholders’ equity 

Capital 

Statutory reserve 

Voluntary reserve 

General reserve 

Reserves with associated companies 
Retained earnings 

Total 

Translation adjustments 

Total shareholders’ equity 


Guarantees, letters of credit and 
other contingencies 


6 076 177 


Arab Bank Group 


ity 19653113 1 


12 067 138 
3 461 807 
328 333 
45 274 
650 042 
16 552 594 


33415 


146 937 
104 392 
246 706 
935 854 
363 970 
2245 

1 800 104 
(46 048) 
1754 056 


5 655 864 


Ownership 


Arab Bank (Switzerland) - Zurich, Geneva 
Arab Bank Australia - Sydney 

Arab Bank ( Austria) AG-Vienna 

Arab Bank AG-Frankfurt, Germany 

Islamic International Arab Bank - Jordan 
Arab Investment Bank - Beirut 

Arab Tunisian Bank - Tunis 

Arab Palestinian Investment Bank-Ramallah 
Oman Arab Bank - Oman 

Arab National Bank- Saudi Arabia 

Arabia Insurance Co, - Lebanon 

Egyptian Financial Group for Portofolios Managment-Egypt 
Commercial Building Co.- Lebanon 


The se tact 
Arab banking network 


www.arabbank.com 


100% 
100% 
100% 
100% 
100% 
66.6% 
4% 
55% 
49% 
0% 
37% 
33% 
W% 
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A new way of thinking about life sciences: 
From life expectancy to greater expectation 


People are living longer, thanks to medical progres: 
advances in nutrition, hygiene and better working environments. But longer life expectancy creates new challenges. Disease 
closely related to aging are increasing. That's why one focus of our research is on the development of medicines against age-relate 


diseases. As one of the world’s leading life sciences companies, our goal is to help people stay healthy. Because we believe it 


important for people to have not only a longer life but a better life. 
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employment claims is bigger than it was a 
year ago. 

Most tellingly, removal firms say that 
more people are now leaving Washington 
state than are moving into it. This is a re- 
markable turnabout. Immigration has ex- 
ceeded emigration for nearly 25 years, and as 
recently as 1997 newcomers outnumbered 
departures by two to one. Reasons for leav- 
‘ing mentioned to your correspondent in- 
clude: better job opportunities elsewhere 

(California, Oregon, Utah, North Carolina); 
cheaper housing (darned near anywhere ex- 
cept San Francisco and Manhattan); less rain 
{absolutely anywhere in the United States). 
If yesterday’s newcomers had known 
< more about the state’s history they might 
have been less surprised by some recent 
events. Take the wto fiasco. Long before the 
Seattle area was home to Microsoft and Am- 
azon.com, it was the stamping-ground of the 
most militant trade unions on the West 
Coast. That streak of radicalism still exists, 
and no doubt provided some of the demon- 
strators at the anti-wro riots. It was “utterly 
unrealistic”, says Walt Crowley, a local histo- 
nan, to think that Seattle’s anti-globalisa- 
tionists would turn up at the wro meeting 
and just “quietly register their objections.” 

The area’s leftist past may also help toex- 
plain a growing resentment about the huge 
income disparities of the Seattle region. In 
King County, which encompasses Seattle 
and cities such as Redmond (where Micro- 
soft is based), 23,500 cosseted software work- 
ers earn an average of $287,700 a year apiece, 
including share options. The median house- 
hold income of everyone else in the county is 

$34,300. In Washington, despite the wide 
reach of the new prosperity, that can be a 
real cause of indignation. 

The uneasy coexistence of new wealth 
and old tightwad populism produces some 
curious contrasts. A $500m new baseball sta- 
dium completed last summer, and financed 
in large part out of taxes, is the most expen- 
sive sports centre in the nation. (Unfortu- 
nately Mr Griffey disliked it, and set off for 
Ohio.) But then, in November, voters over- 
whelmingly approved a measure that cut 
the state’s vehicle-licence tax—formerly 

: about $400 a year for a car valued at $20,000, 
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though less for cheaper ones—to a flat $30 
per vehicle. 

That shot a torpedo through the budgets 
for new roads and a better ferry system, and 
is going to make the Seattle area’s traffic jams, 
already the country’s third-worst,even more 
maddening. The irritation is not diminished 
by the fact that the city council recently 
spent two weeks debating whether circus el- 
ephants should be allowed into the city 
(they are badly treated, said the opponents). 
Result: elephants in, by a five-to-four vote, 

The next few years could be interesting. 
Michael Parks, the editor of a Seattle business 
newsletter, worries that Airbus, whose order 
book was greater than Boeing's last year, 
might seize the leadership of the aerospace 
industry. Boeing seems distracted by its re- 
cent merger binge and a surprising strike by 
usually tractable white-collar engineers. 
Other fears are that the Asian economic re- 
covery will prove less muscular than hoped 
(the port of Seattle is a major export route to 
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Asia) and that the Department of Justice 
may carry out its veiled threats to break up. 
Microsoft. Seattle could even find itself left 
behind in the dot.com revolution, since local’ 
companies such as: Amazon.com, Home- 
Grocer.com and Drugstore.com have staked 
their all on the consumer market just when 
the business-to-business dot.com market 
looks like aneven bigger profi maker. 

Still, quite a bit of suns lanag 
push its way through the recent clouds. Un- 
employment in the state remains a modest 
3%. Construction crews are swarming over 
new high-rise buildings in Seattle and big 
suburban areas such as Bellevue. And. the 
high-tech money that has bathed the region 
in its glow has led to a Medici-like invest- 
ment in the arts, philanthropicendowments _ 
that make Andrew Camegie seem a miset, a 
spate. of cracking good restaurants, and a 
bull market for saw dealerships. Weird? . 
Spoiled? Does anyone here really care? 
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A NEW report on drug 
abuse has turned an old 
stereotype on its head: 
young teenagers in rural 
parts of the United States 
are more likely to use ille- 
gal drugs than those in big cities. Data 
gathered by the National Centre on Ad- 
diction and Substance Abuse at Columbia 
University (casa) say that eighth-graders 
(mainly 12-to-14-year-olds) living in the 
country are twice as likely as their urban 
counterparts to have used amphet- 
| amines, including methamphetamine, in 
| the past month. 

The same bucolic adolescents are also 
| 34% more likely to have smoked mari- 
juana in the past month, 50% likelier to 
have snorted cocaine and 83% more likely 
to have abused crack cocaine. “It’s time for 
all Americans to recognise that drugs are 
| notonly an urban problem,” says Joseph 
Califano, casa’s president. 

It is not just a matter of illegal drugs. 
Rural eighth-graders are 29% more likely to 
drink alcohol (and 70% more likely to get 
drunk), twice as likely to smoke cigarettes, 
and nearly five times likelier to chew to- 
| bacco. The data are similar for 10th- and 
| 1ath-grade students (16-18-year-olds), 
though urban 10th-graders are more likely 
than their rural counterparts to take Ec- 
stasy and smoke marijuana. 

Methamphetamine has won atten- 
tion as the scourge of rural America;all the 
ingredients necessary to “cook” the stuff, 
such as cold medicine, drain cleaner and 
lithium batteries, can be found at the local 








Country-boy crackheads 
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supermarket. But other drugs, too, are 
widely available in rural America. Almost 
the same percentages of people in rural 
towns, small cities and large cities find co- 
caine, crack, heroin and marijuana “very 
easy” or “fairly easy” to obtain. 

All this will be no surprise to Amer-. | 
ica’s policemen. Between 1990 and 1998,51. 
drug-law violations increased six times. | 
faster in places with fewer than 10,0001 
people than in cities with more than 
250,000. And, of course, where there are 
needles, there is Arps. The number of new 
AIDs cases increased by 82% in rural areas 
between 1994 and 1999, compared with 
59% in large metropolitan areas. 

The report notes that the Clinton ad- 
ministration has asked for $1.6 billion to 
pay for anti-drug operations in Colombia, 
but that “drugs come to-America by invi- 
tation”. It calls for a similar investment at 
home in drug prevention, drug treatment 
and law enforcement, particularly in rural 
areas that have all the problems of big cit- 
ies but less money to deal with them. 








DE 








The man who healed the Vietnam wound 


OHN McCAIN may be splitting the Republican Party asunder. 

But when it comes to the rather more important question of the 

country as a whole, he is more of a healer than a divider. Ever 
since Saigon fell to the Communists in 1975, the United States has 
been suffering from post-Vietnam stress disorder. Mr McCain is a 
vital part of the country’s struggle to put the disorder behind it. 

The Vietnam war divided the United States more bitterly than 
any war other than the Civil War. It maimed two presidencies. It 
undermined the country’s faith in its great institutions, as the left 
railed against the people who got the country into the war and the 
right railed, equally angrily, against those who made such a hash 
of gettingit out. It turned people notjust against the ancient ideal of 
military service but against the ideal of public service in general. If 
America’s current malaise can be 
described as private affluence and 
public anomie, then Vietnam bears 
much of the blame. 

In previous presidential cam- 
paigns the war has been the secret 
that dared not speak its name. Bill 
Clinton could hardly feel Amer- 
ica’s pain on the subject when he 
spent the war not inhaling in Ox- 
ford. But many leading Republi- 
cans found it hard to accuse him of 
being a draft-dodger when they 
too pulled strings to make sure that 
they and their kind avoided ser- 
vice. Both Dan Quayle and George 
W. Bush spent the war defending 
their native states against invasion 
from their next-door neighbours. 

But Mr McCain is putting the 
war at the heart of his campaign. 
His acolytes do not turn up to his 
rallies carrying portentous policy 
documents, as Bill Clinton’s aco- 
lytes turned up in 1992 with copies of “Putting People First”. They 
turn up clutching copies of Mr McCain’s memoirs, “Faith of My Fa- 
thers” (Random House, 1999), holding it aloft while he is speaking, 
often with tears rolling down their faces. The book is all about how 
Mr McCain found himself by going to serve in Vietnam; and a con- 
stant refrain of his speeches is that his fellow countrymen can find 
themselves, too, if they will only rediscover the virtues of public 
service. 

The change in the mood about military service began with an 
outpouring of emotion about the second world war. Steven Spiel- 
berg's “Saving Private Ryan” succeeded in mixing bloody battle 
scenes with an uplifting story about an attempt to save a mother 
from seeing her fourth son suffer the same fate as his brothers, and 
die in the war. Tom Brokaw’s “The Greatest Generation”, a book 
about the men and women who came of age in time for that war, 
has been on the New York Times best-seller list for over a year. 

Mr McCain provides the perfect link between the greatest gen- 
eration and the Vietnam generation. The white-haired senator 
looks as if he could well have suffered at the hands of the Nazis 
rather than the Communists. And his book is as much about his 
grandfather and father—both of them four-star admirals who saw 
distinguished service in the second world war—as it is about him- 
self. The impact of “Faith of My Fathers” is stunning. It makes Viet- 
nam less of an isolated disaster, more a part of a grand tradition of 
military service. 



















The task of rehabilitation is made all the easier by the fact that 
Mr McCain spent most of the war being tortured by psychopaths, 
not mowing down innocent villagers. On October 26th 1967 he 
had to eject himself from his aircraft in the sky above North Viet- 
nam, breaking his left arm, his right arm in three places and his 
right knee. A crowd of Vietnamese then broke his shoulder with a 
rifle butt and bayoneted him in the groin. 

The guards at the Hoa Lo prison—the infamous Hanoi Hil- 
ton--at first refused to give him medical treatment unless he re- 
vealed military secrets and confessed to being a war criminal. 
Then, on discovering that his father was commander-in-chief of 
the Pacific fleet, they tried to turn him intoa propaganda tool. They 
wanted him todenounce America in return for medical assistance. 
They also offered to release him, only 
to have the offer rejected. When he 
was at last released, after five-and-a- 
half years in captivity, he weighed 
less than seven stone and was unable 
to comb his own hair, because his 
broken bones had healed so badly. 

Mr McCain’s record in the war 
explains his appeal to two unex- 
pected groups of people. The first are 
the working-class Democrats. who 
came out to vote for him in such im- 
pressive numbersin Michigan. These 
are the people whose fathers went 
off to fight in Vietnam while their 
richer countrymen stayed at home 
burning flags and getting degrees. 
And they are also the people who 
seethed with rage when Jane Fonda 
shrilled for the Vietcong and Holly- 
wood movies turned Vietnam vets 
into drug-hazed zombies. l 

The second group, the normally | 
liberal chattering classes, is rather 
more confused about its enthusiasm for Mr McCain. Journalists 
are supposed to like him because he offers them free doughnuts 
and unparalleled access. But the bright people’s enthusiasm for 
Mr McCain runs much deeper than this, and extends to those who 
have never set foot on the Straight Talk Express. 

Mr McCain speaks to the professional classes’ guilt about not | 
serving in Vietnam just as clearly as he speaks to the Reagan Dem- | 
ocrats’ anger about serving and being betrayed. In 1983 Christo- | 

| 
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pher Buckley wrote a famous article lamenting the fact that he and 
most of his peers had managed to get out of serving in Vietnam. 
Much of the article was taken up with remembering that he and 
his friends suffered nota jot of deprivation at home while their less 
privileged countrymen were dying in South-East Asia. But part of | 
it was a meditation about what they had lost by notgoing.“Wefor- | 
feited what might have been the ultimate opportunity, in increas- | 
ingly self-obsessed times, of making the ultimate commitment to | 
something greater than ourselves: the survival of comrades.” 

The betting is still, though more warily, that the Republican | 
machine will propel Mr Bush to the nomination this summer. But | 
even if Mr McCain fails to capture his party’s nomination, he may | 
succeed in doing something even more important. The notion of 
public service has been comprehensively trashed in the wake of 
Vietnam, by the government-hating right as much as by the estab- 
lishment-bating left. Thanks to Mr McCain, it might just possibly | 
be on its way to becoming fashionable again. | 
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THE AMERICAS 


The nationalist groundswell 


in Brazil 


BRASILIA 


Some Brazilians are having second thoughts about the consequences of 
opening up to the world. President Cardoso is not among them, as the sacking 
of a senior official this week made clear 


EING a nation of immigrants, Brazilians 

are not naturally xenophobic, Their nat- 

ionalism has traditionally been of an under- 

stated kind, rooted in economic issues and 

encapsulated in a widely held view that Bra- 

zil’s size and potential mean not only that it 

need take little notice of foreigners, but thatit 

` tan compete on equal terms. That it so often 
fails todo so breeds insecurity. 

Economic nationalism was 
one reason why Brazil was so slow 
to abandon protectionism and 
open up to trade and investment, 
Yet liberalisation, which began 
only a decade ago, has gathered 
pace under President Fernando 
Henrique Cardoso. Multination- 
als have rushed to pour money 
into Brazil. Foreign direct invest- 
ment in the country (in factories 
and firms, rather than financial 
markets) has amounted to some 
$30 billion in each of the past two 
years (see chart on next page); al- 
ready this year, another $3 billion 
came in January alone. 

Much of this cash is to build 
new plants or revamp existing 
ones. But much is also to buy the 
household names of Brazilian 
business, either private firms or 
those being privatised. To take just 
two examples this month, a Span- 
ish group bought an electricity 
company from the north-eastern state of 
Pemambuco for $1 billion, and Bestfoods of 
the United States paid $490m for Arisco, a 
food manufacturer. 

Foreign investment is not only plugging 
Brazil’s current-account deficit, but helping 
tomake industry and services more compet- 
itive. Yet some Brazilians now worry that 
their country is losing control of its destiny. 
Senior members of the air force have grum- 
bled about the sale of a 20% stake in Embraer, 
Brazil’s aircraft maker, to a French consor- 
tium. Others fear that foreign predators are 
about to pounce on cvrp, a mining and 
transport giant, which like Embraer is a pri- 
yatised company long seen by some Brazil- 
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ians as a “strategic” national asset. 

There are grumbles, too, within Mr Car- 
doso’s centre-right coalition over his deci- 
sion that foreigners can bid for Banespa, a big 
state-owned bank in Sao Paulo which is to be 
privatised in May, if the government has its 
way. A poll this month by Folha, a Sao Paulo 
newspaper, showed that 71% of those asked 





oppose letting foreigners buy Banespa; 58% 
think it does more harm than good to let for- 
eign companies buy local ones. 

Though as a sociologist Mr Cardoso once 
expounded an anti-imperialist “depen- 
dency theory” about developing countries, 
he has for years been arguing that Brazil has 
much more to gain than to lose by opening 
its economy. This week he again seemed to 
throw his weight against the economic na- 
tionalists. On February 23rd, he sacked the 
president of the National Development 
Bank (BNDes), Andrei Calabi, who had been 
working with a group of protectionist- 
minded Sao Paulo industrialists to try to set 
up a government-sponsored petrochemi- 










































cals giant. Mr Calabi’s. replacement, Fran- 
cisco Gros, is friendlier to foreigni investment: 
his latest employers were Morgan Stanley 
Dean Witter,an American investment bank. 

Some of the nationalist disquiet has 
been stoked by two years-of economic stag: 
nation, before and after last year’s traumatic 
currency devaluation, and will dissipate as 
the economy recovers. Brazilian’ national 
pride has long taken particular exception to 
tne mmr, with which the government has a 
tough three-year loan agreement. That made 
remarks this month by Lorenzo Perez, the 
rmr’s man in Brasilia, especially clumsy: he 
criticised an “anti-poverty fund” proposed 
by Antonio Carlos Magalhaes, the powerful 
Senate president, even though Mr Cardoso’s 
orthodox economic team had laboured hard 
to turn this scheme from an oversized slush 
fund into something closer to. an instrument 
of social policy. 

Some of the wounded pride also 
amounts. to ill-cisguised expres- 
sions. of ‘self-interest. Many con- 
gressmen who support a proposal 
toban foreigners from buying banks 
received generous campaign dona- 
tions from Brazilian rivals, who 
want Banespa “for the price ofa ba~ 
nana”, as an aide to Mr Cardoso 
puts it. Others, on the far left and far 
right, are nostalgic for the old ways: 
favouring Brazilian firms by shut- 
ting out foreign competition and of- 
fering generous state aid. 

But some critics express more 
reasoned doubts. Jose Genoino, of 
the left-wing Workers’ Party, argues 
that Mr Cardoso has let foreigners: 
invest and sell in Brazil's market: 
while getting little access to theirs in. 
retum. However, Mr Cardoso has 
argued that free trade and liberal 
ised investment bring their own re- 
wards, even if they are not ful lly re 
ciprocated. 

Another doubt concerns the rising out- 
flow of profits and dividend remittances, 
which last year amounted to $4.1 billion (net 
of inflows). But if the proceeds of selling state 
assets to foreigners are used to retire expen: 
sive foreign debt, as they generally are, ther 
the effect on the balance of payments may 
be positive. In addition, as part ofa multinat- 
ional, some of the firms sold will export: 
more; other foreign investments, such as 
those in telecoms, will help the trade balance 
by aiding their customers’ competitiveness. 

A more justified criticism is that in sev- 
eral privatisations the swpes has given 
cheap loans to foreign buyers. Edward Ama- 
deo, a senior finance-ministry official, de- 
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fends this by saying that sometimes there are 
no plausible Brazilian bidders and credit has 
to be offered to entice foreign ones. 

Lastly, some critics complain that noth- 
ingis being done toencourage the emergence 
of Brazilian multinationals, capable of in- 
vesting abroad themselves, and that it will 
soon be too late to do so. This argument was 
behind Mr Calabi’s plans for a petrochemi- 
cals merger. It is also being used by Antarc- 
tica and Brahma, two drinks companies, to 
justify a merger that would give them 72% of 
Brazil's beer market and, they claim, the 
clout to compete internationally. They 
blame objections to the deal on Coca-Cola, 
whose bottlers own Brazil’s fourth beer 
brand, and which itself has almost half Bra- 
zil's soft-drinks market. 

Yet Brazil has along, costly, and notespe- 
cially successful history of trying to breed 
“national champions”. Rather than bleating 
for special favours, Brazilian businesses and 
their political backers might be better ad- 
vised to redouble their efforts to achieve tax, 
budgetary and financial reforms, which 
would drive down the costs of credit and of 
doing business in Brazil. 





Colombia 


War and peace 


BOGOTA 


S COLOMBIA'S peace process at last get- 
ting serious? Oris the country facing more, 
and bloodier, war? Oddly, perhaps both. Ac- 
companied by the government's chief peace 
negotiator, seven leaders of the Farc, the 
largest guerrilla group, this month took an 
unprecedented three-week tour of six Euro- 
pean countries. They made unusually op- 
timistic noises about peace. Raul Reyes, the 
senior FARC commander on the trip, even 
dangled hints that the Farc might agree to a 
ceasefire, something it has hitherto rejected. 
But what almost certainly awaits Co- 
lombia, for a while at least, is more fighting. 
The United States Congress has begun de- 
bating an administration request for $1.6 bil- 
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lion in aid to Colombia, much of it involving 
military hardware, including 30 Blackhawk 
helicopters. The bulk of this aid would go to- 
wards equipping and training two army bat- 
talions, whose mission is to push into the re- 
mote southern jungles of Caqueta and 
Putumayo. These areas produce about half 
of Colombia’s coca, the raw material for coc- 
aine, processed under the encouraging eye of 
the rarc. The army estimates that taxing and 
protecting the drugs business gives the FARC 
about 60% of its income. 

Officially, these battalions are supposed 
tocombat drugs; the first one, set up last year, 
is due to go into action soon. In practice, they 
will also fight the rarc. “If the guerrillas are 
taking part [in drugs production}, and I've no 
doubt they are, then they will be targets of 
our fight,” said Thomas Pickering, a senior 
State Department official, on February 14th, 
in Colombia's capital, Bogota. 

This could trigger some of the fiercest 
fighting of the rarc’s four decades of insur- 
gency. The rarc has denounced the Ameri- 
can aid as the work of “barbarian interven- 
tionists”. It is reported to be recruiting more 
troops and acquiring new weapons. It plans 
to double over the next five years its fighting 
strength of perhaps 17,000 soldiers, accord- 
ing to Alfredo Rangel, a former government 
security adviser. Even so, 
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army-free haven, similar to that granted to 
the rarc. The pressure has included mass 
kidnappings, attacks on electricity pylons 
and, earlier this month, blocking the high- 
way between Bogota and Medellin for days. 

The ELN wants its haven to be in the 
south of Bolivar department, but local resi- 
dents, and right-wing paramilitary groups, 
are bitterly opposed. Locals recently blocked 
six main roads for ten days, until the govern- 
ment agreed to include them in the peace 
talks, Mr Pastrana has said that he expects 
talks with the ELN to start “soon”. 

The paramilitaries responded by killing 
some 45 peasant farmers in villages near the 
town of Ovejas. The dead had their throats 
slit. It was apparently a warning to civilians 
who sympathise with the ELN. Elsewhere, in 
Apartado, five civilians in a “peace commu- 
nity”, which has attempted to stay neutral in 
the armed conflict, were also murdered. The 
paramilitaries, who number perhaps 6,000, 
also want to be included in the peace talks, a 
proposal the Farc rejects. 

Mr Pastrana’s government faces re- 
newed international pressure to crack down 
on the paramilitaries, which have long had 
close links with some army officers. The gov- 
ernment claims to have weeded out the of- 
fenders; it says that last year the security 
forces killed 72 paramilitar- 





the European tour has 
given new impetus to the 
peace talks. It was sup- 
posed to expose the FARC’S 
Marxist leaders, some of 
whom are of peasant origin 
and many of whom have 
been fighting in Colombia’s 
mountains for decades, to 
“other economic models”. 
It showed a growing trust 
among the negotiators: Mr 
Reyes and his team werees- 
corted from their enclave in 
southern Colombia to Bo- 
gota’s airport to board their 
flight to Europe. 

Nothing concrete has 
resulted. But the tour did 
seem to bring new hope to 
Colombians that some- 
thing might be happening 
in the talks, The immediate 
benefits went to the FARC: 
daily television footage in 
Colombia of the rebel lead- 
ers in crisp business suits 
and ties meeting top offi- 
cials in European capitals was a propaganda 
coup. But the official calculation is that the 
FARC can now be subjected to greater foreign 
pressure to settle the conflict. 

The government has also inched to- 
wards starting a second set of peace talks, 
this one with the smaller ELN guerrilla group. 
For the past year, the ELN has been pressing 
President Andres Pastrana to grant it an 
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Reyes drops hints 


> Qs: ies and captured nearly 500. 
% \ But Human Rights 
@. Watch, a New York-based 
group, said this week that at 
least half of Colombia’s 18 
army brigades have con- 
tinuing links to the paramil- 
itaries. In particular, it ac- 
cuses the army's third 
brigade, based in Cali, of 
setting up a paramilitary 
“front” that killed atleast 40 
civilians in the months after 
the ELN had staged a mass 
kidnapping at one of the 
city’s churches last year. 
The report also claims 
“credible evidence” of an 
alliance between military 
intelligence, paramilitaries 
and hired killers, who have 
acted together to threaten 
and on occasion to kill, hu- 
man-rights workers and 
government investigators. 
Human Rights Watch 
wants strict controls, so that 
any American aid goes only 
to army units with a good human-rights re- 
cord. Mr Pickering this week would promise 
only a looser condition: aid would not be 
given to any military unit against which 
there is “credible evidence” of abuses. He 
also warned Colombians against expecting 
the money to produce a quick return, saying 
results would take “two to five years”. 
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THE AMERICAS 
The Caribbean 


Nano-politics 


PORT OF SPAIN, TRINIDAD 


OR many politicians of the English- 

speaking Caribbean islands, small is in- 
deed beautiful, as are their countries. Yet 
small can also mean merely petty. Take An- 
guilla. To Britons of a certain age, this speck 
of an island is for ever synonymous with a 
somewhat farcical incident in 1969, in which 
an embarrassed Labour government had to 
dispatch a squad of London bobbies after 
the islanders had expelled the local force, as 
part of a successful struggle to break away 
from a self-governing federation with neigh- 
bouring St Kitts and Nevis. 

Yet having striven to remain part of the 
empire, as a British overseas territory, An- 
guilla now once again finds itself in a con- 
stitutional crisis. “The British government 
really wants to keep us enslaved,” grumbles 
Hubert Hughes, the chief minister. “The die- 
hard old colonial elements in the Foreign 
and Commonwealth Office think this island 
is too good for 10,000 black people. They 
want it for themselves.” 

The target of Mr Hughes's bile is the terri- 
tory’s London-appointed governor, who has 
called a general election on March 3rd, four 
years early, in an effort to break a constitu- 
tional deadlock. A year ago, Mr Hughes won 


re-election, with four outof the seven seats in 
the House of Assembly. That dropped to 
three in June, when a coalition partner 
crossed the floor. The opposition then boy- 
cotted the House, leaving it one short of a 
quorum. With no assembly, no legislation 
and no budget, Mr Hughes tried and failed to 
get the island's court to order the speaker to 
convene the assembly. 

By coincidence, St Kitts and Nevis has an 
election of its own on March 6th. There, too, 


seeming contempt for sugarless Nevis, 
which lacked cane-cutters for him to organ- 
ise, nourished separatist feeling on the 
smaller island. In 1998, 62% of the voters in 
Nevis backed independence in a referen- 
dum, just short of the two-thirds needed. 
The secession issue is likely to recur. 

The opposition has other flaws. Sir Louis 
Blom-Cooper, a veteran British barrister, has 
just completed an inquiry into the previous 
PAM government. He found “grave failures 





the politics are hardly. 
cosy. Support for the | 





: A PF Anguilla 


-G | 


of public administra- 
2 tion”. These “minnow 
É states”, he suggests, are 
too small to achieve good 
governanceon their own. 

. That is unlikely to de- 
=<») | terothers.One influential 
Tobagonian wants his 
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governing Labour Party stems from loyalty 
to the memory of Robert Bradshaw, a sugar 
workers’ leader who was prominent in St 
Kitts politics until the late 1970s. Those who 
crossed him stick firmly to the opposition 
People’s Action Movement (PAM), as do their 
children and grandchildren. Mr Bradshaw's 


smallish island (popula- 
tion, 51,000) to have the right to secede from 
its union with larger Trinidad. Tiny Barbuda 
(population, 1,200) chafes against the auto- 
cratic rule of the Bird family from Antigua 
(population, 69,000). 

For Britain’s monarchy, there is a silver 
lining in all this. Larger islands, such as Ja- 
maica and Barbados, may soon become re- 
publics. But despite Mr Hughes's bluster, the 
queen’s governors are secure in the five re- 
maining Caribbean overseas territories. And 
London policemen might even get another 
chance to paddle on a Caribbean beach. 








MEXICO CITY 


EXICO’S long-ruling Institutional 
Revolutionary Party (prt) knows all 
about the power of cinema. For 30 years 
until the 1960s, the country’s film industry, 
like the prt itself, enjoyed a golden age. It 
dominated Latin American screens, with 
| stirring but politically anodyne tales of 
love, treachery and Mexican cowboys. The 
industry is much diminished, but the 
memory of the me- 
dium’s power, it seems, 
lingers on. How else to 
explain the PRPS 
clumsy attempt to cen- 
sor “Herod’s Law”, a 
black comedy which 
casts a piercing gaze at 
that bygone period? 
Last week, the film 
opened; its title is a 
Mexican saying, mean- 
ing “You're screwed ei- 
ther way”. The fuss al- 
most guarantees it 
box-office success: it 
has opened in 200cine- 
mas. 


_ 
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Vargas on the rise 


A reprieve for a Mexican film 


Set in 1949, the film tells the story of 
Juan Vargas, a rubbish collector the pri re- 
wards for his support by appointing him 
mayor of a tiny village in the middle of the 
desert, flouting, for the fourth time run- 
ning, an election that had favoured the op- 
position candidate, the village doctor. 
Faced with an impossible mess—his 
predecessor has stolen the budget, the 
school has been stripped, half 
the village men have caught 
venereal diseases from the 
brothel, and the brothel- 
keeper is in cahoots with the 
priest—Vargas quickly turns 
from an honest man into a 
thieving, lying, murdering lo- 
cal chieftain. He thus enjoys a 
meteoric rise through the 
party ranks. 

Though it seems almost 
burlesque, for many Mexi- 
cansitis painfully close to his- 
torical truth. But the pri’s con- 
trol was (opponents would 
say is) subtle as well as crude. 
Politically awkward films 


have been rare; film makers depended on | 
government, and exercised self-censor- 
ship. The few who did not had their work | 
suppressed: “The Shadow of the Leader”,a | 
1960 film about the machinations of the 
generals who took control after the 1910-17 
revolution, was not released in Mexico un- | 
til 1990. Also released then, after a year’s de- 
lay, was “Red Sunrise”, about the army’s 
1968 massacre of protesting students. 

Some things have changed. Luis Es- | 
trada, the director of “Herod’s Law”, met 
only minor objections when he asked the 
national film institute, Imcine, to produce 
his project, despite its content and the fact 
that his three previous films had been 
flops. But when senior prt officials saw the 
film they blocked its release, worried thatit 
would hurt the party in the presidential 
election in July. Imcine pulled it from an 
Acapulco film festival last November. It 
then allowed the film to be shown in two 
small cinemas, without publicity and with 
various tricks (such as changing the screen- 
ing times) to prevent people seeing it. 

It backfired. Mr Estrada raised a stink, 
and bought the rights back from Imcine. 

In fact, the pri has little to fear. The 
party's core voters live in poor rural com- 
munities, such as the one ruled by Vargas— 
and they are not likely to see the film. 
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Iran's reformers vault 


to victory 


TEHRAN 


It was a great win for President Khatami’s supporters. But, with Iran’s 
electorate greedy for change, huge obstacles still block the reforming path 


HE euphoria after Iran’s reformists de- 

feated the conservative establishment 
was intense but short-lived. By the time most 
of the results were in from the parliamentary 
election on February 18th, the new victors 
were acknowledging a “heavy burden”. It is 
one thing to seize upon a nation hungry for 
change; quite another todeliver the goods. 

The reformists aligned with President 
Muhammad Khatami could not have asked 
for amore convincing triumph. They won in 
the big cities across the country, including 
the traditionally conservative stronghold of 
Mashhad, home to Iran’s most sacred shrine. 
Their victory was sealed'when they captured 
Tehran, taking 27 of its 30 seats. 

In all, 136 of parliament’s 290 seats were 
clearly in the hands of the Islamic Iran Par- 
ticipation Front, led by Muhammad Reza 
Khatami, the president’s brother. According 
to the Front’s estimates, reformists of other 
stripes (who are likely to vote with it in par- 
liament} had captured 30 seats and the con- 
servatives had a clear 39. Most of the other 
places will go to run-offs, probably in April. 

Faced with some 5,700 contenders, vot- 
ers were careful to choose from families they 
trusted. The president's brother, a 40-year- 
old kidney specialist, was top of the Tehran 
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list. Jamileh Kadivar, the sister of a jailed 
teform-minded theologian, Mohsen Kadi- 
var, came second, Alireza Nouri, the brother 
of Abdollah Nouri, who was knocked out of 
the race when banished to prison by a con- 
servative clerical court in November, also 
ranked high among the Tehran winners. He 
admitted that he was little more than a 
stand-in for his brother, calling his strong 
showing “a bouquet of flowers from the peo- 
ple to the prisoner in cell number 11.” 

Voters showed no mercy for the big 
cheeses who had once dominated Iranian 
politics. Ali Akbar Hashemi Rafsanjani, a 
former two-term president and the conser- 
vatives’ star candidate, thought at first that 
he had squeaked in as the 28th name in Teh- 
ran. His daughter, Faezeh Hashemi, the sec- 
ond-highest vote-getter at the last election, 
was even further down the Tehran list. All 
this was humiliating for the family that had 
shaped post-revolutionary Iran. But worse 
was to come. On Thursday, election officials 
said that there had been vote-rigging in Teh- 
ran which had boosted Mr Rafsanjani’s 
standing; without this he might have fallen 
below the threshold needed to avoid a run- 
off. Final results were delayed as the Interior 
Ministry tried to sort this out. 


‘Iranians’ private lives. Television  satelli 





































Iran’s newly elected reformists ran we 
ern-style campaigns, complete with catchy 
placards and slogans. They mastered the art 
of making whirlwind stops around: the 
country and pressing the flesh with the yot- 
ers. They-even learned to flatter the packs of 
western journalists who descended on Teh- 
ran: a lavish press breakfast ‘was held ir 
honour of the foreign guests. The president's 
brother took journalists with him: on: the 
campaign trail, making the implicit pitch 
that he was just like any other democrat. 

All this fanfare was new to Iran, and the 
reformists pulled it off with élan. But now 
comes the hard part. One major obstacle, the 
conservative-dominated parliament, -has 
been removed from President Khatami’s re- 
forming path. But this also: means that his 
grace period has just ended. From now on, 
lranians will expect change that they can 
feel and taste. Sensing this, the winners have 
wasted no time in putting forth their most 
specie plansto date for both political and 
social reform. 

First on their agenda is greater respect for 


dishes, now banned as a threat to Islamic 
ae should be legalised. The morality. 
lice, or basij, should stop arresting young 
men and women getting together in park 
‘restaurants or their cars. Freedom of speec 
should be institutionalised, not considered a 
luxury. Students or anyone else should beal- 
lowed to hold public demonstrations, And’ 
newspaper editors must be free to criticise.” 
the state without fear that they will end up 
behind bars. 
The reformists may now be able to push 
such legislation through parliament. But will 
itbeimplemented? Huge institutional obsta- 
cles remain. Reformists have come to power 
in a relatively fair election, but the demo- 
cratic process, as it now exists, pretty much 
stops at parliament's gates. “The strategy of 
the reformist members will be to restore to 
parliament its constitutional stattis of being 
the sole legislative body,” says Ahmad Bour- 
qani, a former deputy minister who won a 
seat in Tehran. 
The constitution gives parliament the 
scle authority to legislate. But over the years 
other parallel institutions have become in- 
volved in law making. The Council ‘of 
Guardians, a conservative body of six cletics. 
and six jurists, can veto laws it deems un-Is-. 
lamic or unconstitutional—and in the pastit 
has stretched these definitions in the interest 
of the conservatives. Should parliament 
challenge such a veto, then the Expediency 
Council, a large mixed body appointed by 
lran’s supreme leader, has the final say. : 
The chairman of the Expediency Coun- 
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cil is Mr Rafsanjani. So, though he has done 
so poorly at the ballot box, he may still main- 
tain some of his enormous institutional 
power. At one time, Mr Khatami’s suppor- 
ters believed that Mr Rafsanjani could be 
useful to them as a compromise figure. He 
would, they argued, be a voice of reason be- 
tween the Guardians and the lawmakers. 
But now, with a solid mandate, let alone 
the reports of vote-rigging, the reformists are 
having second thoughts. “We believe the Is- 





lamic Participation Front has enough power. 
Idon’t think we will need to create a balance 
between left and right with the help of Raf- 
sanjani,” said Rajabali Mazrouei, a newly- 
elected member from Isfahan. However, get- 
ting rid of Mr Rafsanjani could prove almost 
as difficult as reducing the overall influence 
of the Guardians and the Expediency Coun- 
cil. Now, more than ever, the conservative 
establishment will cling to the great centres 
of power still within its domain. 





Congo and Rwanda 


Get out of our country 


BUKAVU, CONGO 


The presence of Rwandan and Ugandan troops supporting the rebels in 
eastern Congo is turning many Congolese back to President Laurent Kabila. 
Uganda’s own security is looked at in the next article 


RGING a sceptical 

American Congress to 
agree to the deployment of 
some 5,500 (non-American) 
UN peacekeepers in Congo, 
Richard Holbrooke, the 
American envoy to the UN, 
stressed the danger of a “re- 
surgence of genocide and 
mass killing in Central Af- 
rica”. In awful support of his 
warning, news has been 
trickling through of many 
thousands of deaths in the 
Ituri region of north-eastern 
Congo, as Hema and Lendu 
tribesmen battle it out for 
land and power. 

The caste relationship 
between the Hemas and Lendus is not dis- 
similar to that between Tutsis and Hutus. 
The Lendus lived in the area as farmers, then 
the Hemas arrived from the north, and 
lorded it over them. The uneasy balance be- 
tween the two was further upset by the re- 
bellion against President Laurent Kabila, 
and Uganda’s intervention in support of the 
rebels. Over the past year, the Hemas have 
been trying to extend their coffee planta- 
tions and other property. The Lendus are re- 
sisting this, fiercely. 

These pogroms in the north-east may be 
separate from the main Congolese conflict, 
but they contain the same explosive ele- 
ments:old antagonisms, a flow of arms, rebel 
complexitiesand, above all, the involvement 
of foreign armies in Congo’s troubles. The 
great problem for the uN, as it tries to medi- 
ate between Mr Kabila and the rebels who 
seek to remove him, is that Congo’s war long 
agoceased tobea “civil” one.Some see the re- 
bel movementsas little more than front orga- 
nisations for Rwanda and Uganda. Mr Ka- 
bila, meanwhile, owes his survival to 
Zimbabwe and Angola, both of which have 


58 





Kabila’s happy hour 


a big stake in his staying 
Congo's president. 

At least for the present, 
Mr Kabila seems to be doing 
better from the peace accord 
signed last July than his ad- 
versaries are. He used the 
special un session on 
Congo in New York last 
month to restate his creden- 
tials as a defender of na- 
tional sovereignty against 
foreign invasion. Despite 
evidence of large-scale arms 
purchases and persistent 
ceasefire violations, the 
president appears to be 
drawing less international 
criticism than he once did. 
And because the presence of the Rwandan 
and Ugandan armies is so resented, he is 
even becoming more popular than he used 
tobe in rebel-held areas. 

In Bukavu, the eastern capital of 
South Kivu, close to the frontier with 
Rwanda, a variety of people are now 
inclined to take a pro-Kabila line. 
They include Roman Catholic priests 
(who always tended to be anti-Rwan- 
dan), academics and businessmen, as 
well as the legions of jobless young 
men who hang around the poorer 
districts, ranting at Rwanda’s 18- 
month “occupation”. As a senior cleric 
explains, “We may have reservations 
about Kabila, but he is the voice of na- 
tional unity at the moment and that is 
what counts.” In his Christmas mes- 
sage, the Catholic archbishop, Emman- 
uel Kataliko, deplored “the occupation 
and domination” of Bukavu and called 
for a campaign of peaceful resistance. 
He has since come under a banning or- 
der from the rebel administration. 

Protest appears to be mounting. A 





recent campaign, which circulated tracts an- 
nouncing Bukavu to be a“dead city”, had the 
place shut down for a week, with schools 
empty and shops and offices closed. Al- 
though the activists also complained about 
the non-payment of salaries and the intro- 
duction of a new tax system, most of their 
hostility was directed at Rwanda. 

Rwanda’s_ vice-president and army 
chief, Paul Kagame, says that his troops must 
stay in Congo until Rwanda’s borders are se- 
cure and the threat from the Interahamwe 
militia fighters has been dealt with. Rwanda 
clearly does not trust the un or anybody else 
to attend to its security concerns. But these 
arguments carry little weight in Bukavu. The 
Rwandan Interahamwe may still be at large, 
killing people in the hills, but they do not rate 
high in the townspeople’s priorities. 

Anti-Rwandan feeling is hardening, 
amid accusations that the local economy 
has been hijacked. Rwandan troops are ac- 
cused of behaving atrociously. Some of the 
evidence may be anecdotal, but fact blends 
easily with rumour in Bukavu. The recent 
twinning of Rwanda with South Kivu, pre- 
sented by the rebel authorities as a sign of 
mutual understanding and co-operation, 
has only made matters worse. 

——- _ = 





Uganda 


In the forest 


BWINDI 


N UNIFORM and holding a forked spear, 
Yoweri Museveni made his way slowly 
along the slopes of the Bwindi Impenetrable 
Forest in western Uganda, in pursuit of the 
park’s rare mountain gorillas. Accompanied 
by rangers, his personal staff, a sole corre- 
spondent and a tourist inadvertently caught 
up in the presidential party, Uganda’s 56- 
year-old president was trying to reassure the 
world that the national park 
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was safe a year after eight foreign tourists 
were killed there by Rwandan Hutu rebels. 

The tourists had been marched into the 
forest before being shot and bludgeoned to 
death. The incident was crippling to 
Uganda’s incipient tourism industry, which 
relies on visitors coming to track gorillas, not 
guerrillas, and then staying on to tour the 
country’s other national parks. “Tve come to 
give confidence, ..following the sad incident 
where our guests were killed by criminals 
from Congo. We now have very good secu- 
rity around the park and in Congo,” claimed 
Mr Museveni. 

Although backpackers have begun to re- 
tum to see the gorillas, Uganda is having an 
uphill struggle in persuading richer tourists 
that the region is safe. Bwindi forest straddles 
the border with Congo where Uganda is 
backing the Congolese rebels fighting to 
overthrow President Laurent Kabila. And 
despite, or sometimes because of, the pres- 
ence of Ugandan troops, eastern Congo re- 
mains deeply troubled and insecure. 

Mr Museveni is adamant that this situa- 
tion poses no threat to Uganda: Bwindi has 
been peaceful since the attack last March. 
But some 150km, or 100 miles, north of 
Bwindi, the border region begins to be un- 
safe. Since 1996, a group of Ugandan rebels, 
called the Allied Democratic Forces (ADF), 
have operated there. The Apr, a coalition of 
an Islamist sect and some local rebels, has 
bases in the Ruwenzori mountains which 
straddle the Ugandan-Congolese border. 
The rebels mainly attack civilians; some 
120,000 displaced people are now living in 
one of the more northerly of the border 
towns, Bundibugyo. 

The latest upsurge of violence began in 
November and so far more than 150 civilians 
and security officials have been killed. The 
attacks were yet another blow to Uganda’s 
tourist industry, as there are several national 
parksin the area. They are alsoan embarrass- 
ment to the government. Uganda justifies its 
deployment in Congo by saying it must 
counter the Ugandan rebel groups, such as 
the apr, that have bases there. Rebel attacks 
did at first subside after the war in Congo be- 
gan. But the rebels later re-emerged, particu- 
larly when the army withdrew troops from 
western Uganda in order tosend them across 
the border to Congo. 

Late last year the army launched a fierce 
new campaign to quell the Apr rebels. Mr 
Museveni, on his visit to the area, gave his 
word that things would soon be back to nor- 
mal. Yet the locals seemed only cautiously 
optimistic, even though most people in 
western Uganda are strong supporters of Mr 
Museveni's government. Some pointed out 
that this was not the first time that the presi- 
dent had promised an end to the fighting. 

Meanwhile, in the north of Uganda, an- 
other group of rebels, the Lord’s Resistance 
Army (LRA), is still active, despite the hope 
that a peace deal between Uganda and Su- 
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dan, signed last December, would end the 13- 
year insurgency. The LRA operates from 
bases in government-held territory in south- 
ern Sudan. Since 1995, it has abducted some 
10,000 children from northern Uganda, turn- 
ing them into either soldiers or concubines. 
Many have escaped but thousands more 
have died of disease or in battle. Some 2,000 
are believed to remain in rebel hands. 

In the peace deal, Mr Museveni and Su- 
dan’s President Omar Bashir agreed to stop 
supporting each other’s rebels, hand back 
prisoners-of-war and, in the case of Sudan, 
repatriate abducted children. But within 
weeks of the signing, 200 Lra rebels had en- 
tered Uganda from Sudan, casting doubt on 
Sudan’s sincerity. The incursion also sug- 
gested that the Lra’s leaders would not be 
taking advantage of an amnesty bill passed 
in conjunction with the December accord. 

Uganda and Sudan exchanged a few 
prisoners-of-war and abducted children but 
the peace process has since stalled. Mr Muse- 
veni sounds unconcemed. He has sworn to 
defeat the Lra militarily if the peace deal 
fails—and he has made it clear that he went 
along with it to please the American media- 
tors from ex-President Jimmy Carter's 
peace-promoting organisation, not because 
he had any faith in it. But so long as the rebels 
enjoy Sudan’s support, it will be hard for the 
army todeal them a decisive blow. 


Religious blood 


KADUNA 


UNDREDS of Christians burst into the 

offices of the governor of the northern 
Nigerian state of Kaduna this week to protest 
at the demand by local Muslims for the im- 
position of the sharia, or Islamic law. An of- 
fice was smashed, several civil servants were 
beaten and slogans ranging from “Jesus is 
Lord” to “Sharia is not Y2k compliant” were 
daubed on the wall. 


INTERNATIONAL 


Niger and Sokoto, chose this week to sign 
bills that declared the sharia to be the law in 
their states. Last month, Zamfara, which had 
announced its intention of imposing Islamic 
law in October, began implementing it with 
the public flogging of a man found guilty of 
drinking alcohol. At least three more states— 
Kaduna, Kano and Yobe—are now thinking 
of introducing the law. 

Of all the states, Kaduna and Kano (the 
names of both the states and their capital cit- 
ies) present the greatest potential for trouble. 
Unlike other cities in the Muslim-dominated 
north, Kaduna has a population that is split 
roughly equally between Muslims and 
Christians. Kano, by far the largest city in the 
region, has a sizeable Christian minority and 
a history of religious violence. 

Muslims in northern Nigeria are drawn 
to the idea of the Islamic code, partly because 
they are disillusioned by years of corrupt 
military rule, but also because they are 
alarmed by ever-rising crime figures. The 
Muslim governors of the northern states that 
have introduced the sharia try to reassure 
Christians by saying repeatedly that it will 
not affect non-Muslims. 

But Nigeria’s Christians are not reas- 
sured. “They are saying that anyone whoisa 
Christian should act like a Muslim. They ban 
drink. They ban men seeing their wives,” 
said Wajoba Bhaturi inaccurately. He is a 
blanket-maker in Kaduna, and he was sport- 
inga bandage over a deep cutin his forehead 
after the fighting this week. 

For many Nigerians, the issue is more 
political than religious. Islamic law has ex- 
isted in Nigeria for centuries, but under Brit- 
ish and military rule it was restricted (as in 
several Arab countries) to family matters. 
Now, in a new era of elective politics, it is 
seen as a winning policy for governors in 
states with strong Muslim majorities. Parlia- 
ment this week said it would start to investi- 
gate whether imposing the sharia is legal un- 
der the 1999 constitution. 

All this leaves President Olusegun Oba- 
sanjo, a committed Christian, in an ex- 
tremely difficult position. All he could do, 





Alas, in other parts of north- 
ern Nigeria’s second-largest city, 
there was no evidence at all of 
even this amount of humour. 
Over 100 people were killed, 
shops and houses were de- 
stroyed, and cars and trucks set 
on fire, in a terrifying outbreak of 
communal and religious vio- 
lence. On February 23rd, an in- 
definite curfew was declared in 
the city and surrounding towns. 
Troops and heavily armed para- 
military police struggled to sepa- 
rate the armed gangs of militant 
Christian and Muslim youths 
responsible for the killing. 

By unhappy coincidence, the 
authorities in two other states, 





One of the casualties: Kaduna shieh 


E etl 


59 














INTERNATIONAL 


this week, was to appeal rather helplessly to 
all sides to settle their religious differences 
peacefully. His critics say his difficulties are 
partly of his own making: he has been too 
weak on the issue. In a pointed snub, Sokoto 
has said that it will start implementing Is- 
lamic law on May 29th, the first anniversary 
of the president's coming to power. 
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Senegal 


Beneath the 
calm 


DAKAR 


HESE are good days for door-makers in 
Dakar. The streets echo with banging 
and sawing as shopkeepers in the capital 
strengthen their doors and windows in 
readiness for Senegal’s presidential election 
on February 27th. All the opposition candi- 
dates believe the government will use fraud 
to re-elect President Abdou Diouf. If this 
happens, either immediately or, under the 
country’s two-round system, two weeks 
later, it may be followed by riots and looting. 
Senegal is usually seen as a peaceful, or- 
derly country, a liberal democracy since its 
independence 40 years ago, with a fast- 
growing economy presided over by adecent 
president, Mr Diouf. This image is partly 
true. Senegal, which is divided by neither 
ethnicity nor religion, has a tradition of toler- 
ance and freedom of speech. Human rights 
have always been more or less respected. A 
long-running separatist war in Casamance, a 
southern province, has barely affected these 
blessings. Even Mr Diouf’s most militant op- 
ponents find it hard to attack him as an 
individual. A visitor from one of Senegal’s 
tragic neighbours, such as Liberia or Sierra 
Leone, would count the Senegalese lucky. 
Yet, beneath this calm exterior, there is 
an unhappiness that could explode during 
the election. Mr Diouf, aged 64, has been 
president for 19 years and was prime minis- 
ter for ten years before that. This would al- 
most certainly be his last term. It is also the 
last chance for his perennial opponent, Ab- 
doulaye Wade, aged 74, to defeat him. But the 
election issues go beyond personal rivalry. 
Senegal is a democracy in theory only. In 
practice it has always been a one-party state. 
French colonial rule was handed over to a 
cosy coalition, which became the Socialist 
Party. It has ruled ever since, its network in- 
distinguishable from state structures. The re- 
sult has been complacency, and arrogance. 
Members of parliament recently gave them- 
selves a fat 20% salary increase without de- 
bate. At the same time the government re- 
fused a 2% increase in the meagre wages of its 
civil servants. The Senegalese economy is 
said to be growing at 5-6% a year, but there is 
little evidence of this and some local econo- 
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mists are sceptical. Jobless school- 
leavers of all grades find them- 
selves worse off than their parents, 
without work and apparently 
without a future. 

“Senegal is facing a deep cri- 
sis,” says Serigne Mor Mbaye, a 
psychologist who works with chil- 
dren. Young Senegalese, he says, 
are desperate for change, and the 
election is their chance. The call for 
change has grown so loud that 
even Mr Diouf is using it as his 
campaign slogan. He promises to 
modernise Senegal, prepare it for 
globalisation, make government 
more effective and accessible, and 
toughen the law on corruption. 

But the change most Senega- 
lese want is a new government. 
The voting trend certainly runs against the 
president. In 1983 Mr Diouf won with 83.5% 
of the vote, in 1988 with 73.2% and in 1993, 
when his term of office was extended to 
seven years, with 58.4%. In the two-round 
system, a divided opposition does not mat- 
ter if it unites in the second round. Two for- 
mer Socialists, Mustafa Niasse and Djibo Ka, 
who have formed their own parties, would, 
in the old days, have traded in their election 
winnings for a lucrative post in government. 
No longer. “To rejoin Mr Diouf now would 
be political suicide,” says one observer. 

Mr Diouf has lost other sources of sup- 
port. Many professional people abandoned 
him when their salaries were cut in half by 


We’re for Abdou, 
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and we proudly show it 


the 1994 devaluation of the West African 
franc. And France, which in the past has al- 
ways tried to make sure that its African 
friends stay in power in one way or another, 
is now sitting on its hands. 

He still has advantages. He has a reser- 
voir of rural support that could give him 40% 
of the vote. He is making use of state officials, 
the security forces and state radio, television 
and newspapers in his campaign. And he 
appoints the election organisers, who have 
taken some controversial decisions without 
consulting his opponents. All of which hard- 
ens the opposition’s view that Mr Diouf will 
steal the election. Time for a new door? 
= 








TOUBA 


HE rest of Senegal may be daubed in 

election posters and disrupted by po- 
litical rallies, but life in the crowded streets 
of Touba, a town in central Senegal, carries 
on as normal. Political activity is banned 
here, as are alchohol, cigarettes, loud mu- 
sic, sport and the government. 

Touba,a state within astate, is home to 
the Mourides, an Islamic Sufi sect. It has no 
governor, no official administration and 
no police force. No one pays taxes, the 
schools are Koranic and someone has to 
come from a nearby town to collect elec- 
tricity payments. 

The Mourides obey a marabout, an Is- 
lamic holy man, and the marabouts obey 
a khalifa, who follows the dictates of the 
late Amadu Bamba, the founder of the 
sect. About 100 years ago, Amadu Bamba 
was a messianic opponent of French colo- 
nialism. But he never sought political 
power, using his religious authority to 
keep society together by adhering to Islam 
and local traditions. The French exiled 
him, but then let him settle in Touba. 





No politics here, thank you 


Nowitisa bustling town of more than 
150,000 people and claims the biggest 
mosque in sub-Saharan Africa. It runs it- 
self pretty well. Whenever something like 
a road needs to be built, the khalifa calls 
for money, and money floods in. Women 
are not forced to cover their heads, and 
thieves do not have limbs amputated. “If 
we catch one, which is rare,” says one 
trader, “we take him to the police in an- 
other town, but it is easier to form a com- 
mittee and give him a thorough beating.” 

The system is built on loyalty and 
trust, which is one reason why many busi- 
nessmen become Mourides. The Mou- 
rides’ trading networks now run world- 
wide as they help each other from Dubai 
to Hong Kong to New York. 

The previous khalifa always used to 
endorse his friend, Abdou Diouf, which 
meant that the president automatically 
received the entire Mouride vote. But 
when that khalifa died in 1990, his succes- 
sor decided to stay out of politics. And, 
from then on, that was that. 
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ilies survive on the “wrong” side of the line, 
will be a hard test for both the un and nato, 
which is rushing to boost the size of its force 
from the current level of 30,000. 

Confusingly, the battle for Mitrovica is 
not so much a struggle between Serbs and 
Albanians as one between coexistence (at its 
barest minimum) and ethnic segregation. As 
Bernard Kouchner, the Frenchman who 
oversees the province for the un, tries to tip 
the balance in favour of coexistence, he can 
count on helpers as well as wreckers among 
both the two communities. 

Mitrovica and points north are seen as a 
test-case because they are the only bits of Ko- 
sovo where ethnic Serbs (per- 
haps 50,000 of them) have 
stayed on in significant num- 
bers since NATO troops took 
charge last June, enabling the 
return of nearly ım ethnic- 
Albanian refugees. For the 
Serbs, at least 100,000 of whom 
have been displaced since 
NATO's arrival, the far north is 
the only place in which they 
have escaped ethnic-Albanian 
revenge; and for Albanians, 
northern Mitrovica is the only 
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place where the “cleansing” of 
non-Serbs continues. 
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A gritty industrial town in northern Kosovo has become a make-or-break test 
for international efforts to ward off conflict in the province and beyond 


HEN Kosovo descended into may- 

hem last spring, only a few areas were 
left untouched. Among them were the eth- 
nic-Serb towns and villages in the fertile 
farmland of the far north, and the eastern 
hill country whose inhabitants, both in Ko- 
sovo and Serbia proper, were ethnic-Alba- 
nian but not much involved with violent 
separatism. Now, as Kosovo's international 
administrators struggle to assert their au- 
thority,and naro moves toenlarge its peace- 
keeping force, it is these two regions which 
present the biggest danger—and may yet 
dash hopes of turning the province into a 
democratic and law-governed place. 

Apart froma recent history of sleepy ob- 
scurity, what the two areas have in common 
is that both provide tempting raw material 
for opportunists and zealots—on both 
sides—who reckon there are more battles to 
be fought, and more partition lines to be 
drawn, before the status of the region is set- 
tled. Prominent but not alone in the oppor- 
tunists’ camp are Yugoslavia’s president, 
Slobodan Milosevic, and his proxies. 

In a series of Albanian-speaking towns 
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which happen to lie inside Serbia proper but 
are optimistically described by some Alba- 
nians as “eastern Kosovo”, there is a sense of 
looming crisis which recalls the atmosphere 
in other parts of the region a year ago. Ethnic- 
Albanian fighters have been crossing the 
border with increasing frequency to stir up 
their cousins, and there has been a large, 
heavy-handed deployment by the Serbian 
security forces, prompting a steady trickle of 
people to flee into Kosovo proper. Sensing 
the rise in temperature, neighbouring Mac- 
edonia has put its forces on heightened alert. 

A similar tension is crackling in the 
northern, Serb-dominated part of the town 
of Mitrovica, where ill-disguised Serb secu- 
rity men in plain clothes stand guard in 
cafés, watching everything that moves and 
exchanging messages by walkie-talkie. 

For now, the biggest tug of wills over Ko- 
sovo’s future is unfolding in the muddy, 
foggy streets of Mitrovica, where the Ibar 
river has become a virtual dividing line bet- 
ween Serbs in the northern fifth of Kosovo 
and ethnic Albanians to the south. How firm 
that division becomes, and how many fam- 


nic Albanians were hanging on 
in the town’s northern part, but in the past 
few weeks at least 1,000 of them have been 
forced to move south, complaining of 
intimidation. The Mitrovica region’s descent 
intochaos gathered pace aĉer a rocket attack 
on a busload of Serbs on February 2nd, and 
the killing a week later of two Turks and six 
Albanians by Serbs. . 

As well as exacerbating local hatreds, th 
cycle of violence in Mitrovica has run the 
risk of causing fissures within nato. Ethnic- 
Albanian suspicion of France, perceived as 
pro-Serb despite its prominence in bombing 
Yugoslavia last year, intensified after a gun- 
battle in Mitrovica on February 13th involv- 
ing French troops and both communities. To 
demonstrate its unity, NATO is now policing 
the town with troops from half a dozen 
countries—including the United States, 
which is loathed by hardline Serbs. 

Efforts by NATO to impose order, and to 
confiscate weapons, have been complicated 
by a series of demonstrations by ethnic 
Albanians over the plight of their cousins in 
the town’s northern part. On February 21st, a 
march to Mitrovica by tens of thousands of 
Kosovars ended in some messy scuffles with 
NATO troops. 

But there are voices of moderation on 
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AZI-LOOTED worksofartstill heldin 

museums and private collections 
around the world are “the last prisoners of 
war”, declares Ronald Lauder, head of the 
art-recovery commission of the World 
Jewish Congress in New York. Many of the 
claims by Holocaust survivors or their 
heirs for compensation for frozen bank ac- 
| counts, unpaid insurance policies or 
| forced labour are now being settled. But 
| looted art is the biggest unresolved Holo- 
| caust-era matter, and the trickiest. 
| At least 100,000 works of art—-some say 
| hundreds of thousands—stolen by the Na- 
| zis have never been returned to their pre- 
| war owners or to their descendants. Russia 
still holds a further 200,000 pieces. Efforts 
to find and identify these works have been 
| intensified in recent years, ever since the 
| end of the cold war opened up Eastern Eu- 
| rope’s archives, But so far only a fraction of 
| the missing pieces have been returned. 
| Among the most famous are Monet's 
| “Nympheas, 1904”, seized by the Nazis in 


1940 and restored by the French govern- 
ment last year to the family of its French- 
Jewish owner, Paul Rosenberg, after it had 
been identified at the Boston Museum of 
Fine Arts’ Monet exhibition; and Van 
Gogh's “UOlivette”, which the National 
Gallery in Berlin returned last year to the 
heir of an Auschwitz victim. 

A growing clamour by lobby groups to 
step up the pace is beginning to pay off. On 
February 29th, Britain’s National Museum 
Directors’ Conference will publish its first 
report on pre-1945 works of art of dubious 
origin which were acquired after 1933 and 
are now held in British galleries. It is ex- 
pected to reveal several thousand pieces. 
Next month the German government will 
publish the “Linz List”. This refers to a col- 
lection of some 13,000 paintings, drawings, 
sculptures, pieces of furniture, tapestries, 
manuscripts, books and rare coins— 
among which lie 1,500 valuable works, in- 
cluding ones by Italian and Flemish 16th- 
and 17th-century painters—which were ac- 






Following the Nazi art trail 


quired for Hitler’s planned museum in | 
Linz. In April the French will report on art | 
looted during the Nazi years. 

The cataloguing of such works is one 
matter; proving ownership is another. 
Whereas the claims made against banks 
and insurers could often be based on docu- 
ments that had been discovered in vaults, 
ownership records in the art world are 
patchy, not least because many dealers 
during the war, and after, asked few ques- 


‘tions. Each claim requires painstaking re- 
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| 
search; there can be no blanket deal, as | 
there was, for example, with Swiss banks. | 
Nor are all countries,or museum direc- | 
tors, keen to lose the masterpieces now | 
hanging on their gallery walls. “Unlike | 
other countries, Britain is notcommitted to | 
restitution,” says Anne Webber, co-chair- | 
man of the Commission for Looted Art in | 
Europe, which represents claimants, | 
It is a puzzle for curators. They try not | 

to show works that may have been stolen. | 
And yet, until there is an international reg- | 
istry of works of dubious origin, displaying | 
the paintings, as with the Monet, may be | 
the best way for their owners tofind them. | 





both sides. The ethnic-Albanian mayor of 
Mitrovica, Bajram Rexhepi, has distanced 
himself from mass protests, in the belief that 
confrontation will not help ordinary towns- 
people. Among the Kosovar Serbs, there is a 
gulf between the nationalists who dominate 
the scene in Mitrovica and the hard-pressed 
minority in other parts of Kosovo, headed by 
Bishop Artemije of the Orthodox church, 
who lambasts Mr Milosevic. 

If passions run high over Mitrovica, that 
is partly because of nearby Trepca’s mines, 
producing lead, zinc and some gold and sil- 
ver. Although independent economists 
doubt whether the neglected mines will ever 
yield much profit, Serbs and Albanians alike 
insist they are coveted assets which lie at the 
heart of global, as well as local, conspiracies. 

As for the Serb communities to the north 
of Mitrovica, most ethnic Albanians care lit- 
tle about them, and would probably settle 
for a land swap whereby the province's 
northern tip would go to Serbia, while Ko- 
sovo would incorporate the ethnic-Alba- 
nian towns near the eastern frontier. 

Why, if that would make both sides 
happy, will the outside world not agree? The 
answer is that any change of borders be- 
tween the administrative units of the south- 
ern Balkans would set a dire precedent. In 
both Macedonia, where the ethnic-Albanian 
community complains of a raw deal from 
the Slav majority, and in Montenegro, which 
is divided over links with Serbia, there are 
whispers of new partition’ lines—but only 
after new Balkan wars to decide where they 
should run. 
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Germany 


A test for Christian Democrats 


KIEL 


Schleswig-Holstein’s poll could help choose a new leader for Germany’s right 


UIET, provincial Schleswig-Holstein, 
with its herds of Friesian cows and 2.8m 
people huddled against the winds 
blowing in across the dykes from the North 
and Baltic seas, is not usually at the heart of 
German politics. But it is here, on February 
27th, that the future of the battered Christian 
Democratic Union could be decided. For the 
election that day for the state parliament will 
not only be the first true test of public reac- 
tion to the financial scandals that have 
shaken Germany’s main centre-right party 
for the past three months; it will also help de- 
termine who will take over as the party’s 
new leader, after the res- 
ignation last week of Wolf- 
gang Schäuble, who had 
succeeded Helmut Kohl 
only a year-and-a-half ago. 
Before the — party-fi- 
nance scandal broke last 
November, it looked as if 
the contest in Schleswig- 
Holstein would easily be 
won by Volker Ruhe, a de- 
fence minister under Mr 
Kohl and now a contender 
for the Christian Demo- 
cratic national crown. Until 
then, the opinion polls had 





been putting him ten percentage points 
ahead of his Social Democratic rival, Heide 
Simonis, Schleswig-Holstein’s current pre- 
mier—-the only woman to hold such an of- 
fice in Germany. Now the positions have 
been reversed: Mrs Simonis is ten points 
ahead of Mr Riihe. If he fails to close the gap, 
his chances of becoming his party's national 
leader will take a severe knock. 

Still, all is not yet lost for him. If the voters 
of Schleswig-Holstein can be persuaded that 
Mr Schauble’s departure really does—as the 
party's publicists are insisting—mark a “new 
beginning”, then Mr Rühe could benefit 
from a last-minute swing 
back. That might give him 
enough seats to form a co- 
alition government with 
the Free Democrats, Ger- 
many’s liberals. The chance 
of that happening will 
sharply increase if the 
Greens, with whom the So- 
cial Democrats in Schles- 
wig-Holstein are im co- 
alition, fail to get the min- 
imum 5% of votes needed 
to win seats. Opinion polls 
suggest it will be close. 

However, even if Mr 
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Riihe, in whatever combination, fails to win 
Schleswig-Holstein but performs not too 
badly, he could still be in contention to run 
the national party. His biggest drawback is 
his three-year spell as the Christian Demo- 
crats’ general secretary from 1989 to 1992. De- 
spite vigorous denials that he knew anything 
about the secret party funds operated by Mr 
Kohl during his 25 years as party boss, many 
people even within his own party waggle 
their eyebrows; and quite a few others say 
that, if he did not know, he should have. 

Thatis why his rival to lead the Christian 
Democrats, Angela Merkel, may have the 
edge. A lively, forthright, 45-year-old physi- 
cist brought up in East Germany, she seems 
untarnished by the scandal. Indeed, she was 
living behind the iron curtain when most of 
the bad behaviour occurred—and was first 
in the party to call for the “Kohl era” toend. 

But she too has weak points. The main 
one is that Mr Kohl's sturdiest loyalists, still 
quite strong in the party, and the Christian 
Democrats’ right-wing Bavarian sister party, 
the Christian Social Union, fear that Mrs 
Merkel is too young, inexperienced and left- 
wing. Besides, no German political party has 
ever been headed by a woman. 

Hence the attraction of “Rambo” Riihe, 
as his critics call him. Now 57, he has been in 
parliament for 24 years, party general secre- 
tary for three, defence minister for six and a 
deputy leader since 1998. Many of Mr Kohl's 
old faithful and many members of Bavaria’s 
Christian Social Union back him. Yet he is no 
more conservative than Mrs Merkel. Indeed, 
he has upset many conservatives in Schles- 
wig-Holstein, by opposing their campaign to 
curb immigration, by backing the retention 
of mixed-ability secondary schools, and by 
arguing that drug addicts should be treated 
as sick people rather than as criminals. Be- 
hind a rough, often pompous, exterior, say 
his friends, beats a kind heart. 

Both Mrs Merkel and Mr Riihe are wait- 
ing until after the Schleswig-Holstein vote 
before showing their hands. And others may 
yet join the fray. Though tainted by a local 
scandal, Roland Koch, the young state pre- 
mier of Hesse, has just been boosted by a re- 
markable vote of confidence from 98% of his 
local party people. Jiirgen Riittgers, the op- 
position leader in North Rhine-Westphalia, 
Germany’s most populous state, might yet 
be persuaded to stand. His state provides 
nearly a third of the delegates to the party 
congress due in April. And he has the sup- 
port of Mr Kohl who, despite his disgrace, is 
still busy pulling strings behind the scenes. 

Much wheeling and dealing will take 
place before the congress in April that is to 
decide who should be the leader. Without a 
consensus, the party might decide to bring in 
a respected elder, such as Bernhard Vogel, 
the premier of Thuringia, for the interim. 
Most reckon, however, that the Christian 
Democrats need a strong new leader—fast. 
m 
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France 


A city revived 


LYONS 


HE metro stations are modern and spot- 

less. The old town, just across the Saône 
river, exudes charm. The restaurants revel in 
their Michelin stars. The “difficult” quarters, 
with their disproportionate share of blacks 
and disaffected youngsters, are sprouting 
new buildings. The accounts are in fair 
shape. In short, the reality of France’s second 
city, Lyons, whose 1.3m people in its conur- 
bation put it just ahead of Marseilles, is a far 
cry from the industrial nightmare imagined 
by the sun-seeking North European tourists 
who sweep through on the inner-city motor- 
way that skirts the Rhone. 

For which blessings, let the Lyonnais 
thank in part their previous mayor, Michel 


EUROPE 


Mr Noir got a suspended prison sentence for 
corruption—and Mr Barre was called up to 
replace him. 

The Lyonnais might be forgiven for 
thinking that history is repeating itself. But 
can the right find a winner again, from the 
slew of candidates now throwing their hats 
into the ring? The latest contender is Charles 
Millon, now leader of the Liberal Christian 
Right party but previously Mr Barre’s ally in 
the upF. Two years ago, Mr Barre publicly de- 
plored Mr Millon’s willingness to form a co- 
alition with the far-right National Front in 
order to keep control of the Rhone-Alpes re- 
gional council and save it from the left. Mr 
Millon was later replaced as council presi- 
dent, thanks to leftist votes, by a Barre sup- 
porter. One assumes that Mr Millon is still in 
Mr Barre’s bad books. 

Still, Mr Barre is hardly helping anyone 
else. He regularly damns with faint praise his 
upr’s Christian Philip, another assistant 





Noir, but more particularly 
their present one, Ray- 
mond Barre. He is the man 
who dreams of an invest- 
ment-attracting network of 
like-minded cities, with 
Lyons linked, for example, 
to such other luminaries as 
Barcelona, Grenoble and 
Milan. Gerland Parc, on the 
city’s fringe, is emerging as 
an “intelligence pole”, with 
high-tech industries clus- 
tered around the Ecole Nor- 
male Supérieure that was 
moved from Paris in 1987. 
Soon a new casino, its Phar- 
aonic friezes modelled on 
those in the Louvre, will 
open in the Cité Interna- 
tionale, a stone’s throw 
from the new headquarters 
of Interpol, the revenues 
helping to justify the build- 
ing of a new Hilton hotel. 
As Mr Barre says, Lyons is 
moving upa division. 

How unfortunate, 
then, that the manager 
does not want another con- 
tract. Aged 75, and with plenty of intellectual 
interests outside politics, Mr Barre, France’s 
economically perceptive prime minister two 
decades ago, is to give up. When the munici- 
pal elections are held just over a year from 
now, the voters must find a new mayor. 

But who? Earlier this month Henry 
Chabert, an assistant mayor and the long- 
declared candidate of the conservative Rally 
for the Republic, was placed under formal 
investigation for corruption. Mr Barre, 
whose party allegiance is to the centre-right 
Union for French Democracy (upF), is 
guarded: “Chabert was always efficient, but 
a mine has exploded and it creates a pro- 
blem.” Just as it did in the early 1990s, when 








King Barre of Lyons 


mayor. By contrast, even 
Mr Barre’s own staff admit 
that the Socialists’ Gérard 
Collomb, a senator for the 
Rhone department and 
mayor of one of Lyons’s dis- 
tricts, is a “nice guy”. In 
other words, next year Ly- 
ons may well go left. 

Would the locals notice 
much difference? A charac- 
teristic of Mr Barre’s tenure 
has been his willingness to 
work across party as well as 
territorial lines. Not only 
did he campaign to exclude 
the far right; he also helped 
the three districts con- 
trolled by the left, including 
Mr Collamb’s, a once-pol- 
luted area that slid into de- 
cay after the recession of 
the 1980s. Now, thanks to a 
scheme launched in 1996, 
traffic has been cut by al- 
most two-thirds; subsidies 
have smartened up shop 
fronts; Place Valmy, in the 
districts heart, is being 
graced with a multi-media 
centre; trees are being planted along the 
road. With Aventis, a big life-sciences com- 
pany, setting up a divisional headquarters 
there, jobs might come too. 

Perhaps such town-hall pragmatism 
adds up toa Blairite “Third Way”. Though Mr 
Barre expresses some admiration for the pol- 
itics of President Bill Clinton and Britain’s 
prime minister, Tony Blair, he would reject 
the term. “There’s no third way, merely the 
way of the market—with nuances.” The goal, 
not least to attract jobs for the young, must 
ke to make Lyons an alternative to Paris. 
Whatever the way, Mr Barre’s successor, 
from right or left, should be grateful to him. 


m 
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A finger points 


OR a month now, Turks have looked with 

horror at pictures of policemen digging 
up the rotting, mutilated corpses of victims 
of a savage armed Islamic faction called Hiz- 
bullah, or the Party of God. At least 56 bodies 
have been exhumed so far, together with 
gruesome videos shot by the militants show- 
ing their captives being slowly strangled to 
death. The grisly evidence reaches all the 
way from Istanbul to as far east as Van, near 
the border with Iran. Hizbullah’s leader, Hu- 
seyin Velioglu, and five policemen have 
been killed in shoot-outs. Over 1,000 of his 
people have been arrested. 

The most alarming thing about all this is 
the suspicion that Hizbullah may atone time 
have been quietly encouraged if not actually 
supported by some people in Turkey’s vast 
security apparatus. When Hizbullah sur- 
faced in the 1980s, its foremost enemies were 
the same as those of the Turkish govern- 
ment: members or sympathisers of the out- 
lawed Kurdistan Workers’ Party (PKK). 

The Marxist state the pkk wanted to 
create in south-eastern Turkey for the coun- 
try’s 12m or so Kurds was anathema to the 
fanatical Islamists of Hizbullah. So, often 
posing as women, with weapons concealed 
under their chadors, they set about killing 
their exx rivals by the hundreds across the 
largely Kurdish provinces of Batman, Diyar- 
bakir and Van. Later, their targets included 

“more moderate Islamists and other Turks 
who refused to give money to their cause. 

Allegations of links between Hizbullah 
and some parts of the Turkish establishment 
gained credibility this month when evi- 
dence emerged that Hizbullah had used 
weapons covertly imported by Salih Sar- 
man, Batman's governor in the mid-1990s, 
for a shadowy counter-insurgency unit he 
had set up to fight the PKK. Mr Sarman insists 
that he was authorised to do so by the prime 
minister of the day, Tansu Ciller. The scan- 
dal-spattered Mrs Ciller claims, in turn, that 
her directives were approved by Turkey’s 
generals. According to press reports, hun- 
dreds of the special unit’s weapons have 
gone missing, and may have ended up in 
Hizbullah’s hands. 

The army rejects any connection be- 
tween itself and what its generals call “the 
merciless murder network, Hizbullah”. 
Turkish officials have long accused conser- 
vative mullahs in neighbouring Iran of arm- 
ing and sheltering Hizbullah as part of their 
efforts to undermine Turkey's secular re- 
gime. Still, Turkey’s left-of-centre prime min- 
ister, Bulent Ecevit, now acknowledges that, 
“since there are weapons missing, they could 
have ended up anywhere.” 

Members of the main opposition group, 
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asked why it took the authorities so long to 
act against Hizbullah. They called for a par- 
liamentary inquiry, but quickly piped down 
when the general staff hinted that Virtue, 
which is accused of seeking to introduce reli- 
gious rule in Turkey, might suffer the same 
fate as its predecessor, the Welfare party, 
which was banned. Strengthening the threat, 
one of the country's leading prosecutors 
claimed this week that some Virtue people 
might also be members of Hizbullah. 

Still, the wider reaction in the country is 
encouraging. Pro-Islamic journalists have 
begun openly to denounce religious extrem- 
ism, and to point to the harm it has inflicted 
on the image of Islam both among secular 
Turks and in the West. Some Virtue politi- 
cians have gone so far as to say that political 





t Virtue party, have Islam shouldbe junked as an ideology. 







Better still, few Turks seem prepared to 
accept Hizbullah’s atrocities merely as a jus- 
tification for the government's continuing 
crackdown on overtly pious Turks. On the 
contrary, there is growing pressure on the au- 
thorities to expose the full extent of the 
state's alleged involvement in murder and its 
links with organised crime; and for the first 
time the government, as it peers into Hiz- 
bullah’s history, is showing signs that it is 
prepared to do just that. 

Yet on Kurdish matters the government, 
with the generals at its elbow, is still taking 
harsh measures. Tension is rising again, 
thanks to the arrest of the mayors of three 
Kurdish cities, including Diyarbakir, the un- 
official capital of Turkey's Kurdish region. 
solos iit antl saw lt 








Sweden bottles up 


STOCKHOLM 


HIRSTY visitors hoping to buy a bottle 

of wine or spirits in Sweden are often 
taken aback to find that they can do so 
only at state-run alcohol shops. This can 
be trying. Most Systembolaget stores, as 
the monopoly chain is known, are closed 
at weekends. Prices, particularly of spirits, 
are high, queues long—often half-an-hour 
on Friday evenings. Near-apoplexy can 
ensue when, on reaching the till, you dis- 
cover that credit cards are not accepted. 

But Sweden’s high-minded attitude 
towards alcohol is now coming under 
pressure. In an effort to curb the alcohol 
smuggling and moonshine production 
that have grown up behind the strict rules, 
Systembolaget has begun to open more 
mious Nordics. 
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outlets and to experiment with Saturday 
opening. The European Commission is | 
also urging the Swedes to tell Systembola- | 
get to become more open about how it | 
procures its supplies. 

Now the commission is also frustrat- 
ing the Swedish government's efforts to 
stop its citizens bringing back the stuff 
from abroad. Under a deal made when 
Sweden joined the eu in 1995, Swedes trav- 
elling within the Union may bring back 
only one litre of spirits, five litres of wine 
and 15 litres of beer. Other Europeans may 
lug home as much as they like for their 
own consumption. Sweden’s deal expires 
in June. The government, fearful of a flood 
of cheap imported booze, wants another 
five-year opt-out. 

So far, the commission is unim- 
pressed. It argues that Sweden should con- 
trol drunkenness by educating its people 
rather than by nannying them. Frits Bol- 
kestein, European commissioner for the 
single market, is said to get hundreds of 
letters a week from Swedes begging him to 
scrap the exemption. Bending slightly, 
Lars Engqvist, Sweden’s social-affairs 
minister, this week reduced the requested 
exemption from five to three years. But 
that still may not satisfy Brussels. 

Swedish politicians say they need the 
restrictions and monopoly to preventa re- 
turn to the “vodka belt” habits that 
blighted the country during the 19th and 
early-2oth centuries. Official figures sug- 
gest that Sweden’s puritanical alcohol pol- 
icy has indeed reduced its intake (see ta- 
ble). The average Swede guzzles 4.9 litres of 
alcohol each year, toa German’s 10.6 litres. 
But the policy is gettingever tougher to up- 
hold. A poll this week showed that 61% of 
Swedes oppose the import curb. 
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F THEY gave out prizes for straight talking in politics, Louis Mi- 

chel, the foreign minister of Belgium, would already bea shoo-in 
for this year’s gold medal. A professor of modern languages before 
moving into politics, he rubs along happily in Dutch and French, 
German and English. But if he ever mastered the language of dip- 
lomacy, he has forgotten it where the new government of Austria 
is concerned. 

In his milder moments he uses the term “neo-Nazi” todescribe 
the Austrian Freedom Party, led by Jorg Haider, which made its en- 
try into a coalition government this month. Roused, Mr Michel 
dispenses even with the qualifier. “A man who exults in Nazi the- 
ses”, he contends, “is a Nazi.” 

He is scarcely gentler about Wolfgang Schiissel, now Austria’s 
chancellor, whose centre-right People’s Party deserted a previous 
alliance with the Social Democrats in 
order to join forces with the Freedo- 
mites. Mr Michel, a politician of the cen- 
tre-right himself, says that “Schiissel 
chose very egotistically, for his own 
power and for his own prestige and for 
his own career. That is the choice he 
made. He did not make the choice for 
Austria.” 

Belgium’s size makes it a minor 
player in European politics. But Mr Mi- 
chel’s outspokenness has enabled it to 
claim a major role in the political sanc- 
tions taken by other eu countries 
against the Austrian government. All 
have frozen bilateral contacts, though 
all continue doing business with Aus- 
tria in gu forums. 

Mr Michel’s performance has gone 

` down well at home. Belgians were fed 
up with being noticed across Europe 
mainly for the range and richness of 
their national scandals. Belgium was 
known as the place where politicians 
took bribes from arms-dealers, paedo- 
philes ran free and the shops sold poi- 
soned chickens. 

Now Mr Michel is recasting his 
country as the conscience of the conti- 
nent. When he is not leading the inter- 
national outcry against Austria’s government, he is joining actions 
in British courts to stop a former Chilean president, Augusto Pino- 
chet, from going home and to have him tried for tyranny instead. 

| Even political rivals are generous with their praise. “He is giving 
| new lustre to Belgium's tarnished image,” says a leading Socialist. 
Itis partly hiscountry’s own troubles that spur the minister on. 
| Like Austria, Belgium staggers under the weight of high taxes and 
big government. As in Austria, coalition governments have been 
the post-war rule, keeping politicians happy but blocking reforms. 
| And,as in Austria, a party of the far-right is trying to smash its way 
| into the club of ruling parties. The Belgian outsider is the Vlaams 
| [Flemish] Blok, a separatist movement based in Belgium’s north- 
| ern, Dutch-speaking half. Like the Freedom Party, the Vlaams Blok 
| blames the problems of the country on immigrants and foreigners. 
| “Of course, that is one of the reasons I reacted so quickly and vio- 
| lently,” confirms Mr Michel. “I feel the risk here in Belgium.” 
l And on this level he believés his intervention has already pro- 
| duced gains, both for Belgium and for other European countries. “1 


Louis Michel, Belgium’s moralistic diplomat 








have forced all the democratic parties in Belgium to declare that 
they will not do deals with Vlaams Blok,” he says. “And in other 
countries—-France, Germany, Italy, it doesn't matter—it will be 
more difficult for a party to do what Haider has done.” 

Mr Michel accepts that he is seeking, in effect, to frustrate the 
wishes of a large number of Austrian voters~-some 27%—who 
backed the Freedom Party in elections last year. He sees no pro- 
blem in this. Voters can be “naive” and “simple”, he says. They 
must be taught that a vote for a far-right party is not like a vote for a 
mainstream political party (his own is also in government with 
just27% of the vote). A party such as Mr Haider’s may rise by demo- 
cratic means: Hitler's party did the same. But to be a democratic 
party, “you must work by democratic rules, you must accept notto 
play on the worst feelings each human being has inside himself.” 

He believes, too, that Austrian 
membership of the European Union 
gives other eu countries the right and 
duty to hector a fellow member at such 
a time. “Austria is my business,” he 
says, “France is my business, Great Brit- 
ain is my business. I am a European. As 
Europeans we have subscribed tocom- 
mon democratic values.” Any depar- 
ture from those values is “unaccept- 
able”, he says. 

Does he think Austria ought to be 
booted out of the eu? No, he says, that 
is not his goal. Nor is it even possible. 
Treaties are treaties. Some £u business 
must be done by unanimity. Within 
the Eu “we must work with Austria, we 
cannot pretend they do not exist.” 

It remains to be seen, of course, 
how long Austrian ministers will want 
to work constructively inside the Eu in- 
stitutions with people who call them 
“neo-Nazis” the moment they step out- 
side. But that, says Mr Michel dismis- 
sively, is “Schüssel’s choice”. 

What he does want is a decision by 
Mr Schiissel to renounce the pact with 
Mr Haider and break up the coalition, 
even at the risk of provoking fresh elec- 
tions. He disputes the common view 
that the Feeds Party would emerge strengthened from such a 
course of events. And in any event, he says, it would fall short of a 
majority. Mr Schiissel’s party could work out another coalition 
with the Social Democrats. 

One problem with this line of argument is that it may well be 
downright wrong. If foreign pressure serves mainly to rally more 
Austrians behind Mr Haider, a bad situation will only get worse. A 
second problem-—moral, rather than political—is that Mr Michel 
takes an asymmetric view of evil. He insists on identifying the 
Freedom Party with the Nazi cause. But he refuses to attack the 
communist parties active in many ev countries as heirs and de- 
fenders of a rival totalitarianism. “To bring up the communists is 
an argument typical of the extreme right,” he says. 

Personal factors have helped shape his convictions, Mr Michel 
acknowledges. His father was imprisoned by the Nazis, his family 
suffered at their hands, he says. Hearing him, no listener could 
doubt the sincerity of his views. Itis only the fairness and rightness 
of them that are open to question. 
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E-COMMERCE 


SATURDAY afternoon in mid-December: not a 

good time to be hanging around San Francisco's 
Union Square, the city’s premier shopping district. 
Hundreds of people laden with purchases battle 
along the pavements, search despairingly for scarce 
taxis or struggle to get through Macy’s doors. It is 
enough to put anybody off shopping for life. 

But wait: surely Christmas shopping in 1999 was 
different? After all, this is close to Silicon Valley, the 
centre of the Internet revolution and the new econ- 
omy, the land of the tieless billionaires who bought 
all their presents online at midnight the day after 
Thanksgiving. Yet the crowds in Union Square last 
December were as bad as ever. They seemed obli- 
vious of a large billboard advertisement above their 
heads for one of the Bay Area’s many dotcoms, 
which flashed the message: “Say Goodbye to the 
Mall.” And they paid no attention to the advertise- 
ment on many of their shopping bags that pointed a 
way out of their predicament: “Online Shopping. No 
Experience Needed.” 

Electronic commerce, it seems, still has its limits, 
even in California. Does that mean its much- 
ballyhooed arrival is more hype than reality—rather 
as it is for most of the dot.coms themselves? In some 
| ways, the answer has to be yes. For all the feverish 

excitement about the tripling of electronic shopping 

last holiday season, the total spent by American 

consumers online still amounted to only about 1% of 

all retail sales—barely a tenth of the revenues from 

another method of distance selling that has been in 
| use for a century: the catalogue. And the electronic 
shopping was concentrated on quite a narrow range 
of goods: mainly books, toys and music. Worse, the 
holiday season threw up as many stories of failed 
and late deliveries as of explosive growth. And, more 
recently, a string of hackers’ attacks have temporar- 
ily disabled some of the best-known e-commerce 
websites. Perhaps retailers in the physical world 
need not lose much sleep over the Internet, or at 
least not yet? 





Nightmare on e-street 


Yet they are losing sleep, and are right to be doing so, 
for three reasons. The first is that mighty oaks from 
tiny acorns do grow. Electronic commerce may not 
amount to much at the moment, but it is growing 
very fast. In business-to-business transactions, in 
particular, the advantages and cost savings to be 
had from dealing on the Internet have caused e- 
commerce to mushroom. At present, such transac- 
tions account for as much as 80% of all e-commerce, 
which, according to Forrester Research, an Internet 
consulting firm, added up to over $150 billion last 
year. Forrester predicts that by 2003 that figure could 
reach over $3 trillion. But even in the business-to- 
consumer field, the main subject of this survey 
(business-to-business e-commerce was the subject 
of a survey on June 26th 1999), the growth of online 
commerce has been extremely fast—despite con- 
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Shopping around the web 


sumers’ undoubted attachment to their traditional 
methods of shopping. 

The second reason concerns critical mass. In 
many areas of retailing and commerce, the Internet 
is unlikely to capture more than a few percentage 
points of the market for several years to come. But 
even a small share can quickly start to have a big ef- 
fect. In the travel business, for instance, margins are 
so thin that a loss of only 3-5% of the market to the 
Internet threatens to drive large numbers of tradi- 
tional travel agents out of business. According to 
Shop.org, an online retailers’ group, in 1999 online 
penetration of the American travel market had al- 
ready reached almost 2%. 

The third reason is more worrying still: tradi- 
tional retailers, for all the strengths of their brand 
names and their existing relationships with suppli- 
ers and customers, have found it extraordinarily 
hard to compete online. The geeks sneer that this is 
because the physical vendors do not “get it”. But, as 
this survey will argue, that is not the real problem. 
Rather, there are formidable obstacles that stand in 
the offline intermediaries’ way. It may turn out that 
the biggest effect of online business-to-consumer 
commerce is not its size, but the way it changes the 
rules of the retailing game—to the evident perplexity 
of those who have hitherto played it best. 

Even so, the place to start is still with the size of 
the business and how fast it is likely to grow. Ac- 
cording to Forrester, online business-to-consumer 
transactions in America were worta some $20 bil- 
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lion last year. Forrester expects that 
figure to grow to some $184 billion 
| by 2004 (see chart 1), Other analysts, 
| such as Jupiter Communications 
| and the Yankee Group, have come 
| up with similar predictions, as has 
| the annual report by the Boston 
| 

| 

| 


Consulting Group for Shop.org. A 
survey by Emst & Young, another 
consulting firm, suggests that 39m 
Americans, making up 17% of 
households, shopped online in 
1999, and that nearly half of them 
spent $500 or more. Within just a few years, the In- 
ternet could capture 5% of America’s retail market, 
with other rich countries likely to follow in its wake. 
By 2010, forecasts Goldman Sachs, an investment 
bank, electronic shopping could account for 15-20% 
of retail sales. Jeff Mallett, president of Yahoo!, the 
biggest Internet portal, predicts that online retailing 
will grow “as fast as e-mail”. 


The catalogue case 


Could these forecasts prove wildly wrong? It is 
worth recalling that catalogue shopping once 
started almost as explosively as the Internet. Sears 
Roebuck published its first catalogue in 1888. At the 
time delivery was slow or non-existent, but the idea 
caught on quickly, and for the next five years cata- 
logue shopping grew by leaps and bounds, with the 
annual rate of increase never falling below 25%. The 
sales pitch was remarkably similar to today’s, too: 
no need to struggle to the store, a huge choice, the 
lowest possible prices. Yet after the novelty had 
worn off, the growth of catalogue shopping slowed 
sharply. Today, the sector takes a steady share of 
about a tenth of all retail sales in America, and less 
than that in other countries. 

So far, Internet shopping has been rather like 
catalogue shopping, which is one reason that many 
catalogue retailers have proved good at it. Some ob- 
servers predict that it will never amount to much 
more than this. Yet there are good arguments for ex- 
pecting the net to make much greater inroads into 
retailing than catalogues have done. For a start, it is 
faster and far more convenient: the shopfront can 
change from minute to minute, and orders can be 
placed instantly. Technological change will con- 
tinue to make it even easier: faster connections from 
the home will vastly improve website access, as will 
the use of mobile telephones and other handheld 


Define and sell 


T IS temptingly easy to use the phrase “electronic 

commerce” without troubling to define it, but 
there is something to be said for being a little more 
rigorous. E-commerce refers to trade that actually 
takes place over the Internet, usually through a 
buyer visiting a seller’s website and making a tran- 
saction there. Clearly the influence of the web—for 
example, as a source of information—stretches 
much wider than this. One estimate suggests that, 
although only 2.7% of new-car sales in America last 
year took place over the Internet, as many as 40% in- 


devices to go online. The recent trend of mixing on- 








line and offline retailing could also benefit consum- 
ers. For example, call centres could be used to help 
them navigate around the retailers website, and 
new warehouses and distribution centres are begin- 
ning to remedy one of the Internet’s biggest weak- 
nesses: order fulfilment and delivery. 

Meanwhile, a welter of new techniques that the 
Internet has made possible, ranging from auctions 
to instant price comparisons, and from customer ag- 
gregation to one-to-one marketing, will help to make 
online shopping cheaper, and often more entertain- 
ing, than real-world shopping. And it would be 
wrong to place too much weight on consumers’ in- 
nate conservatism. It is true that shopping fulfils a 
social function that the web cannot easily replicate, 
but that did not stop the momentous shifts from 
comer shops to supermarkets, and then from super- 
markets to giant out-of-town discount retailers, that 
have taken place within the past 50 years. Genera- 
tional change also seems certain to boost the use of 
the web for e-commerce: kids who grow up with 
computers are likely to find that doing their shop- 
ping on them comes naturally. 

This survey will argue, then, that despite its 
teething troubles, business-to-consumer electronic 
commerce will grow significantly, and that it will be 
especially important for certain kinds of goods and 
services. It is therefore bound to have a huge impact 
on offline commerce. Goldman Sachs suggests that 
the rise of e-commerce will cause average growth in 
offline retail sales over the next decade to slow 
down from 5% to 3% a year. That may help explain 
why the shares of many retailers have been doing so 
badly of late, despite a consumer boom. 

The effects of e-commerce will also be felt in 
pricing, which is likely to become much more com- 
petitive, and in the structure of the retail business. 
Existing intermediaries, from retailers to stockbro- 
kers to banks, may find their role has been redefined 
or eliminated. The emergence of new intermediaries 
such as shopping robots will add further complex- 
ity. In general, wired consumers are likely to benefit 
at the expense of producers and, especially, of mid- 
dlemen who add little value to transactions. Gov- 
ernments, taxmen and the unwired all risk being left 
behind. And all this could happen in Internet 
time—ie, faster than anyone expects. But before this 
survey gets bogged down in too much netspeak, it 
will start with some definitions and a bit of econ- 
omic analysis. 


volved the net at some point, with consumers using 
it to compare prices or to look at the latest models. 
Within this broad definition of e-commerce, it 
also helps to be clear about the main actors, ie, busi- 
nesses and consumers. At present the biggest vol- 
ume of trade by far is business-to-business, typically 
for suppliers to such large companies as General 
Electric. Several technology companies, including 
Cisco and Oracle, have transferred almost all their 
purchasing (and indeed most of their sales) to the 
web. Web-based business-to-business exchanges 
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have mushroomed. Even such long-established goods and services sell well elec- 

businesses as America’s two biggest car makers, tronically. The simplest distinction 

Ford and GM, say they are transferring all their pur- here is between “high touch” anc 

chasing to the web within the next few years. “low touch”. The first category in- AN Ear aS 
This survey, however, is concerned with the re- cludes clothes and shoes, as well as 

maining three segments of e-commerce: business- many groceries, which consumers C28 Qc 
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to-consumer. The first embraces normal retail activ- 
ity on the web, such as bookselling by Amazon.com 
or online stockbroking by Charles Schwab. The sec- 
ond, as yet smaller, takes advantage of the Internet's 
power to drive transactions the other way round: 
would-be passengers bidding for airline tickets on 
Priceline.com, for example, leaving the airlines to de- 
cide whether to accept these offers. The third covers 
the new fashion for consumers’ auctions, epito- 
mised by the auction site eBay.com. The shorthand 
for these segments is B2C, C2B and C2c (see chart 2). 

What has the Internet, or more specifically the 
World Wide Web, got to offer in all these areas? John 
Hagel, a consultant at McKinsey in Palo Alto, points 
to ease of price comparison and greater choice as its 
two biggest plus points compared with the physical 
world. The web's reach is global—no limits of shelf 
space or warehousing—so it ought in some respects 
to be able to outdo the real world. Amazon quickly 
proclaimed itself the world’s biggest bookseller, 
even though its own physical stock of books was 
tiny. EBay aggregates bidders around the world, giv- 
ing it a huge advantage over the local flea market. 

On the other hand, websites are not much good 
for replicating the social function of shopping, nor 
for browsing around, nor for producing the 
serendipity and impulse purchases that come from 
visits to a shopping centre. Nor, because it usually 
depends on separate delivery, can e-commerce offer 
the instant gratification that today’s consumers 
have come to expect. The Internet may work better 
for replacement buys than it does for new pur- 
chases. And fulfilment must always be brought into 
the equation: goods that are heavy or bulky will be 
harder and more expensive to sell online than light, 
easily transportable ones. 

Then there is the question of what kinds of 
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poke before they buy. The second 








takes in such products as comput- 
ers, books and cps. Pornography, the earliest big 
seller on the web, may rate a special category of its 
own. In general, it is low-touch items that have sold 
best on the web so far (see chart 3 on next page). Yet 
the distinctions are blurring: catalogue experience 
suggests that consumers will buy clothes without 
trying them on, and the Internet may yet offer “vir- 
tual” fitting. 

Chart 3 also shows some goods and services that 
are tailor-made for the web: those that can actually 
be delivered over the Internet. Computer software is 
the most obvious example, but increasingly such 
things as airline tickets, stockbroking services, bank- 
ing and insurance, and even books and newspapers 
are being delivered electronically. Anything with 
content that can take digital form, which includes 
most recorded music and film, is especially suitable 
for the web—indeed, the economics of the web 
could easily kill off the traditional distribution chan- 
nels for such products. The same may apply to 
many financial services. 


Cash and carry 


What works well in e-commerce is not predeter- 
mined for ever. Technological change is increasing 
the possibilities all the time. Development of more 
secure payment systems could help. Consumers are 
often advised against giving their credit-card num- 
bers freely over the Internet, and this remains one of 
the most-cited reasons for not buying things online. 
Smart cards and digital cash would get round this, as 
well as making it possible to use the web for small 
purchases. Yet it should be said that the great credit- 
card fear has not, so far, proved well-founded: there 
have been very few instances of theft of credit-card 
numbers, and, even if there were any, the credit- 
card firms would shoulder most of the liability. Us- 
ing a credit card to pay over the telephone is riskier. 
The increasing acceptance of the credit card for pay- 
ment over the web may, indeed, be hampering the 
development of smart cards and dig:cash. 
Technological change to improve speed and ca- 
pacity is probably more important. The biggest 
boost to e-commerce over the next few years will 
come not from snazzier websites or snappier mar- 
keting, but from the proliferation of broadband In- 
ternet connections to the home as more and more 
people acquire cable modems or pst lines, both of 
which are much faster than the dial-up modems in 
use today. One reason why America Online, the 
world’s biggest Internet service provider, was so ea- 
ger to buy Time Warner was that it wanted to secure 
access to the entertainment company’s cables. 
Besides quicker access to the web, two other 
huge changes loom that are likely to boost e- 
commerce. One is that mobile telephones and a host 
of other electronic devices are now being hooked up 
to the web, ousting the personal computer from its 
monopoly position in providing Internet access. The 
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second is the linking of websites to call centres, so 
that customers can ask for direct personal advice as 
they surf; the telephone operator may even be able 
to take control of the browser to help guide a cus- 
tomer. A catalogue operation such as Land’s End is 
already exploiting the link between its website and 
its call centre to make better use of the Internet. 

Indeed, the experience of such catalogue sellers 
as Eddie Bauer and L.L. Bean suggest that the scope 
for web retailing may turn out to be a lot bigger than 
it seems at first sight. Clothes and shoes have both 
won a place in the catalogues, even though they are 
high-touch goods. An even more striking example is 
raw steaks: Omaha Steaks has a strong catalogue 
business selling steaks by post that it is transferring 
to the web. Many adventurous online merchants 
now reckon there may be no such thing as a product 
that is unsuitable for being sold over the web. 


A walk through webonomics 


That is the more striking, given the economics of the 
web, which look powerful. The most obvious gains 
come from cutting out shopfront costs and interme- 
diaries, and from cheaper distribution. Book retail- 
ing on the web, for instance, means dispensing with 
big shops full of slow-moving stock: orders at Ama- 
zon.com go straight to the wholesaler (the reason the 
firm is based in Seattle is that America’s biggest book 
wholesaler is there). Not needing much working 
capital is also a bonus: an online retailer usually gets 
paid before he has to pay his distributor, whereas in 
the physical world it is the other way around. 

These gains should not, however, be exagger- 
ated, if only because there are big offsetting costs. 
Running and servicing a website to ensure that it is 
99.999% reliable (the ideal “five nines” goal) is not 
cheap. Logistics and distribution, too, are so critical 
to an e-commerce venture’s success that it often has 
to spend heavily on them. And there are big market- 
ing expenses (optimistically known as customer- 
acquisition costs) as well. Although many online re- 
tailers have managed to undercut their offline rivals 
on price, they have also managed to lose huge 
amounts of meney in doing so. 









Then there are the economic gains from the | 
things that are possible on the Internet but notin the | 
real world. Paul Saffo, of the Institute for the Future 
in Palo Alto, suggests that the biggest impact of the 
Internet may come when, like earlier technological 
revolutions, it gives rise to entirely new products.For 
existing ones, price comparisons become far easier 
(and can be made automatic) when it is a matter of 
clicking, not walking. That suggests the Internet 
could be a strong price-deflation mechanism: raising 
your prices is harder when your customers instantly 
compare them with everyone else’s. 

Economies of scale and scope are also easier to 
obtain online than offline. A single website can be 
used to cover the globe: once it is set up, and subject 
always to fulfilment problems—of which more 
later—it is eminently scalable (the current buzzword 
for the ability to get bigger without a big rise in 
costs). Similarly, it is far easier for a website that is 
successful at selling one product to branch into oth- 
ers. And the web allows things like customer ag- 
gregation and auctions to be done in ways that are 
impossible in the physical world. 

Data can also be exploited far more readily on 
the Internet than in the real world. Everything can 
be recorded: not just every transaction, but which 
web pages a customer visits, how long he spends 
there and what banner ads he clicks on. This can 
produce a formidable array of data that makes pos- 
sible both one-to-one marketing—directing sales 
pitches at particular individuals—and “mass cus- 
tomisation”—changing product specifications, for 
instance for jeans or computers, to match individual 
orders to the individual customer’s preferences. 

The Internet could, in short, overturn much of 
the traditional economics of retailing. Philip Evans 
and Thomas Wurster, consultants with the Boston 
Consulting Group, have proposed one method- 
ology for assessing the web's effects on the indus- 
try*. They consider three factors: reach, richness and 
affiliation. Reach refers to the size of your audience, 
richness to the intricacy and customisation of the 
services you can offer, and affiliation to the extent to 
which you are seen to respond to your customer’s 
interests. 

In the physical world, these often have to be 
traded off against each other: go for a big audience 
and you lose familiarity with individual prefer- 
ences, for example. The prize offered by the Internet 
is that you can do them all together. Reach can be 
huge because you are no longer constrained by 
physical space; but richness need not be sacrificed, 
since online—and assuming the right plant design 
and relationship with suppliers— a bespoke service 
such as Dell Computer's can be as easy and cheap to 
offer as an off-the-peg one. 

Another approach is to re-examine the normal 
value chain for retailing. The web makes it possible 
to dispense with much of this chain altogether, 
through direct sales by manufacturers to consum- 
ers. But as Bill Gurley of Benchmark Capital, a ven- 
ture-capital firm in Silicon Valley, notes, it can also 
create new points on the value chain, such as In- 
ternet portals that act as shopping malls, or aggrega- 
tors that offer a new way of amassing buying power 


* Blown to Bits”, by Philip Evans and Thomas Wurster. Harvard Busi- 
ness School Press, 1999. 
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(see chart 4). Pierre Omidyar, who founded eBay, 
stresses the power of portals: many web-surfers ar- 
rive first at Yahoo! or AOL, giving such firms huge le- 
verage over retailers that need to be on their sites. 
Examples now abound of how this works in 
practice. Dell, famously, has carved out its profitable 
niche by selling direct, first by telephone and now 
via the Internet. Michael Dell, the firm’s founder, 
suggests that the car industry should adopt his 
model; and, indeed, both Gm and Ford have been 
buying out dealers with a view to moving to direct 
distribution. (On the other hand, Levi's has stopped 
selling its jeans direct over the web.) Travel agents 





buying clubs or through auctions. Books are being 
delivered in packages of one by wholesalers, or even 
published direct on the web, cutting out not just 
booksellers but publishers and wholesalers as well. 

Its early apostles thought the web was a good 
thing because it would disintermediate in these 
ways, bringing savings to both manufacturers and 
consumers at the expense of those in-between. Yet 
what is emerging as often is that the Internet is 
changing the role and functior of intermediaries, 
not eliminating them. Mr Evars talks of “naviga- 
tors” that will spring up to represent customers seek- 
ing to get the best out of the web. McKinsey’s Mr Ha- 
gel has coined the word “infomediary”t, a new 
beast that will look after individuals’ concerns over 
privacy or payment security. 

Whichever fancy-sounding model comes to 
pass (disintermediation, navigation, infomediation, 
whatever), they all share one common feature. They 
threaten the cosy world of the traditional intermedi- 
aries in commerce, many of whom have for years 
lived off mark-ups while adding little value. The 
fiercest battles between old and new intermediaries 
are being fought in retailing. 


™Net Worth”, by John Hagel and Mare Singer. Harvard Business 
School Press, 1999. 
= = E . 





HE conventional wisdom about traditional re- 

tail firms (often known as legacy businesses) and 
the web has been redefined several times in recent 
years. In the early phase, from about 1995, it was said 
that the legacy folk just did not “get it”—leaving the 
field clear for electronic traders such as Amazon, 
cpnow and E*Trade, an online stockbroker, which 
are known as “pure plays”. Even when the legacy 
businesses started to make their own forays into 
trading on the web, their efforts were often derided 
in Silicon Valley and Seattle. A new verb entered the 
language: to be “amazoned”, meaning to lose a big 
chunk of your business to a web upstart. 

About 18 months ago, however, this view 
started to be modified. The relative success on the 
Internet of Barnesandnoble.com (now bn.com), a 
joint venture between the real-world bookseller and 
Bertelsmann, a German publishing giant, and of 
such catalogue businesses as Land’s End, began to 
make the pure plays sit up. Even Toys “R” Us, a trou- 
bled toy retailer that seemed to have been ama- 
zoned by eToys, a new pure play, started to recover 
some lost ground, despite serious problems with its 
Toysrus.com website and with order fulfilment. 

The conventional wisdom has now shifted once 
again, to almost the opposite of where it started. A 
popular line is that the pure plays have had their 
four years of fun, but now that the big boys, such as 
Home Depot, Merrill Lynch, Kmart and Wal-Mart, 

are seriously moving on to the web, they are likely to 
demolish their virtual rivals: Amazon.toast, in the 
| vernacular. All figures about commerce on the web 
are murky, but one bit of evidence to support this 
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Something old, something new 


new view is the online retailers’ stunning lack of pro- 
fits—and their recently falling share prices. Yet, of 
the top 20 retail websites ranked by visitors during 
the holiday period at the end of 1999, only five were 
offshoots of legacy businesses—though these have 
generally been the fastest-growirg sites (see chart 5 
on next page). 

On the face of it, the legacy businesses ought to 
have some significant advantages over the pure 
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room online both 
for established 
firms and for 
virtual newcomers. 
But which ones? 








Legacy shopping 


“ I / i F 

/ Ps bos Re 
e spins a/finer Web. 
d I P f F- 


fa 


E 
"9 


The compact Acer SOHO Series i 


For more Innovalue Product Informatior 





Innovalue™ gives you 
added value through innovation. 
That's the Taiwan Advantage. 


You've just moved into new offices: 24 employees, 
24 computers, 24 needs to exchange files and access the Internet. 
No problem. Acer Netxus has just introduced 
the Acer SOHO Series, a network system 
no bigger than a breadbox. Flexible, stackable, 
Acer’s dual-speed Fast Ethernet hubs and switches 
let your system expand as you expand. 
Better yet. Through clever circuit end fabrication design, 
ACER has created another Innovalue product. 

You'll find Innovalue in many IT products from Taiwan: 
LEO's function-filled Palm-sized PC. Twinhead’s 
ultra-slim notebooks. And in other product areas, including yours. 
To learn more, reach us by fax or E-Mail. 


See us at the CETRA booth at CeBIT, Computex, Comdex. 





10/100 Mbps dual-speed network. 





ae TAIWAN. Your Source for 


E-Mail: mitnews@cetra.org.tw 


Fax: 886-2-2723-5497 











a 

i 
ca 
| 
eat 























_ 18 SURVEY E-COMMERCE — 








plays. They have an established brand name, a huge 
customer base, and strong links with suppliers that 
enable them (especially if they are big enough) to de- 
mand deep discounts. They also have a range of 
shops that should be of some value for fulfilment 
and distribution, as well as making life easier for 
customers who like to combine online and offline 
shopping, for instance by returning products they 
have bought over the web to a physical shop. For 
those who look on the Internet as essentially just an- 
other distribution channel, along with shops, tele- 
phone selling and catalogues, it seems natural that 
the legacy firms should come to dominate it. 


A legacy too far 

Maybe they will. But there are several large obstacles 
in the way, and it is these obstacles that provide the 
answer to another puzzling question: why have al- 
most all the legacy businesses, whatever field they 
are in, been so slow to respond to the arrival of the 
web? It is not as if all their managers are tech- 
nophobes, knaves or fools. Many quickly realised 
that e-commerce could pose a serious threat to their 
existing business. 

The problem the legacy firms face is that the In- 
ternet appears to be more than just another new 
technology for them to adopt easily. It is more like a 
“disruptive technology”, a phrase coined by Clay- 
ton Christensen, of the Harvard Business School*. A 
disruptive technology overturns a traditional busi- 
ness model, which makes it much harder for an es- 
tablished firm, with its own cultural inertia, to em- 
brace. The reason is simple: those who have invested 
money, time and effort in the previous business 
model—suppliers, employees, bankers, sharehold- 
ers, even customers—are likely to resist the change. 

This problem can manifest itself in many ways: 
e Fear of cannibalisation. A new distribution chan- 
nel is vulnerable to the charge that it is not creating a 
new market or extra sales but merely siphoning off 
existing sales from other channels. This charge will 
be especially pointed if, as with the Internet, the 
new channel tends to offer lower prices: if it merely 
displaces sales, the net effect on the bottom line will 
be negative. Several booksellers, including Barnes & 
Noble, were slow to embrace Internet retailing 
partly because they feared that selling books at 
lower prices would dent their profits. 

e Partly because of fear of cannibalisation, a legacy 
firm moving on to the web risks “channel conflict”. 
Existing sales forces and intermediaries will fight 
hard against a new distribution channel that seems 
to threaten their business. For example, the sales 
staff of Merrill Lynch, America’s biggest stockbroker, 
fought hard against starting an online stockbroking 
operation; at one point Launie Steffens, boss of the 
firm’s retail operation, reassured them with an 
embarrassing attack on the Internet, which his firm 
then embraced soon afterwards. Levi's, which made 
great play of direct sales of jeans over the web when 
they began two years ago, has been forced to stop 
because its other retail channels objected vocifer- 
ously to being sidestepped. 

e Firms that have tried to branch into e-commerce 
have found the capital markets particularly awk- 
ward to deal with. For most of the past four years, 
the markets have rewarded pure plays with strato- 
spheric share prices, making capital virtually free, 
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even as most of them were running up huge losses. 
Yet legacy firms have continued to be judged on 
normal earnings criteria, so when they have 
plunged into a web operation that has lost money, 
their shares have often been punished, not re- 
warded. In effect, the capital markets have, at least 
until recently, been sharply tilting the playing field 
in favour of the pure plays (see chart 6, next page). 

e The high valuations placed on Internet shares have 
also caused problems over both pay and acqui- 
sitions. Offer a talented young website-designer a 
choice between joining a company like Amazon, 
which can reward him with stock options that hold 
out the promise of untold wealth, or a boring old re- 
tailer like Macy's, and which will he take? Equally, 
frothy shares have given pure plays a new currency 
to use to buy up promising competitors, which lega- 
cy firms have been unable to afford. 

Offline companies might be expected to have an 


‘Amazoncom © 


` BBay.com 


Buy.com: 


; Egghead.com sites 
i Kbkids.com i 


“Bingmusicservice.com 


“Beyond.com 










Surfers’ paradise | : 
Too 20: US e-commerce sites aver holiday season*, m 
7 OTe? 3 4 5 





EToys.com: 
Barnesandnoble.com 


Toysrus.com 


CDNow,.com 
Egreetings.com 
Expedia 


Travelocity.com 


Bonzi.com 


Americangreetings.com 





Shopnow.com sites 
Ticketmaster 


JCPenney.com 


Dell.com | 








advantage in distribution, but their distribution sys- 


tems tend to be of the wrong sort, geared to shifting 
pallets of goods from large warehouses to store 
shelves. Selling over the web requires a completely 


different warehouse-cum-truck system that can 
deal with delivery of a single package to an individ- 
ual household. 

e Thanks to their brands and their customer base, es- 
tablished firms may indeed be able to spend less | 
than pure plays on marketing. But their information | 
about customers also turns out to be of the wrong 


sort. A big discount retailer will know exactly what 
sells and in what quantity, allowing the firm to fine- 
tune its stock and shelving plans. But it often has lit- 
tle idea who its individual customers are; nor are re- 


*The innovators Dilemma”, by Clayton Christensen. Harvard Busi- 
ness School Press, 1997. 
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tailers in general much good at mining the data they 
do collect, eg, from credit-card slips. The web, how- 
ever, is perfect for collecting, storing and exploiting 
individual data~-recommending similar book titles, 
offering information on what a customer has 
bought before and so on. 

e Lastly, the economics of the Internet seems to offer 
a powerful first-mover advantage. An e-commerce 
operation on the web can be scaled up at low cost in 
a way that its physical equivalent cannot. This does 
not mean that the first mover will automatically 
win: Amazon was not the first bookseller on the 
web, nor was eBay the first auction site. But if an 
early mover gets everything right—its website, its or- 
der fulfilment, its distribution—a newcomer might 
find it much harder to knock it off its perch than it 
would in the physical world. 

There are plenty of recent examples to show 
how hard it can be for established firms to adapt in 
time to fend off new challengers. Look at the com- 
puter industry, for example: ranging from the cap- 
ture of a large chunk of the pc-making business by 
Compag (thanks to its low-price strategy) to the re- 
cent squeeze that Dell and Gateway have, in turn, 
put on Compaq. Or, in retailing, look at the way that 
Sears Roebuck knocked out a whole bunch of small 
hardware stores when it introduced its catalogue 
early last century, only to be ousted in turn from its 
position as America’s largest retailer by Wal-Mart’s 
giant out-of-town superstores in the late 19608. 


Blessed are the pure 


It would be a mistake, then, to regard the newcom- 
ers as just so much cannon fodder for their experi- 
enced rivals. But it would be equally wrong to mini- 
mise the problems that the pure plays themselves 
now face on the web. There is so much noise on the 
Internet that getting sufficiently well known to win 
customers can be quite hard. In the physical retail 
world, you can simply put a snazzy new store on a 
good site and wait for passers-by to come in. On the 
web you need to do far more to attract attention. 
Hence the wave of dot.com advertising last year, 
which in the end threatened to swamp many of the 
advertisers—-some of whom spent as much as three- 
quarters of all the cash that they had raised from 
venture capitalists on marketing. 

The capital markets, too, seem, slowly and belat- 
edly, to be overcoming their infatuation with 
dot.coms. New companies of this kind now often 
find it harder than they expected to raise venture 
capital, unless they can show that they have a genu- 
inely new business model; if they are following in 
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somebody else’s footsteps, their lack of originality 
will be held against them. And lack of profits could 
yet turn out to be a big problem: the shares of several 
e-commerce firms have fallen back sharply from 
their peaks (see chart 7, next page). It is notable that 
nearly three-quarters of e-commerce-related 1pos 
since mid-1995 are now trading below their issue 
price. The markets are beginning to fear that a 
dearth of profits may be something other than just a 
reflection of high customer-acquisition costs. In- 
stead, it may be a consequence of the increased 
competition that the Internet has created, and of 
high fulfilment and distribution costs. 

Moreover, as established firms begin to grasp 
why they have found it so hard to succeed on the 
web, that knowledge could help them to overcome 
the obstacles. Consider the example of Charles 
Schwab, now America’s biggest online retail stock- 
broker. Until 1996, it operated largely as a discount 
telephone broker, though it had a few physical of- 
fices as well. Then it set up ar online operation 
called eSchwab which charged lower commissions, 
but soon became engulfed in the usual problems of 
cannibalisation and channel conflict. So in January 
1998 the firm restructured to turn itself into a single, 
mainly online business, subsuming the former dis- 
count-broking business. The changeover was both 
painful and expensive, but Schwab has emerged 
with a capitalisation that rivals Merrill Lynch’s. 

There are other signs that established firms are 
starting to “get” the web. To avoid overt channel 
conflict and also to benefit from high Internet share 
valuations, several of them have set up separate on- 
line subsidiaries, such as bn.com or Toysrus.com. 
Others have formed partnerships. Kmart, for in- 
stance, has linked with Yahoo! an Internet portal, to 
market its Bluelight.com site on Yahoo's shopping 
mall. Bestbuy has teamed up with Microsoft's on- 
line service. And in the pharmacy business, several 
of the physical chains now have links with online 
operations. Peter Neupert, chief executive of the big- 
gest online drug retailer, drugstore.com, has ce- 
mented an alliance with the Rite Aid chain, in part 
to make it easier for drugstore.com to capture some 
prescription trade from the offline “pharmacy bene- 
fit managers” that control it. 

But the most interesting recent deals have been 
those of Wal-Mart, the world’s biggest retailer. Al- 
though feared by its competitors everywhere, the 
firm has nevertheless suffered many of the same 
problems on the Internet as other legacy firms: its 
website has been poorly designed, choice has been 
minimal and delivery uncertain. Yet it seems to be 
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learning. It has teamed up with America Online, the 
world’s biggest Internet service provider, to promote 
a relaunched and vastly expanded website that 
opened for business in January. It has also formed a 
joint venture with Accel Partners, a Silicon Valley 
venture-capital firm, to set up a separate Wal- 
Mart.com subsidiary that it plans to float off. 

Jim Breyer, of Accel Partners, who will sit on the 
board of Wal-Mart.com, declares that the future lies 
with firms that seamlessly integrate the online and 
offline worlds. He cites the ao./Time Warner 
merger as an example of what is to come. Within a 
few years, he predicts, the distinction between on- 
line and offline will become blurred anyway. His 
aim is to use Wal-Mart’s brand, financial strength 
and offline logistical strength to build Wal-Mart.com 
into the best in the online world as well. 

Will mixing the best of online and offline, which 
has been variously labelled as “clicks‘n’mortar”, 
“clicks and bricks” or the more prosaic “multichan- 
nel”, produce the e-commerce winners of the fu- 
ture? Maybe; and it is noteworthy that several pure 
plays are building physical shops. Michael Dell ar- 
gues that offline shops will survive by becoming 
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showrooms or places for enjoyment, with most 
buying taking place on the Intemet. But the mixed 
approach has not always worked so far. For exam- 
ple, Barnesandnoble.com, either despite or because 
of being set up as a different company, has had sev- 
eral clashes with its parent, and recently shed its 
chief executive. Toys “R” Us tried a joint venture 





| 
Will it work? There is no denying | 








HE name has become synonymous 

with e-commerce (never mind that 
Jeff Bezos originally wanted to call his 
firm Abracadabra). Today Amazon is 
one of the few Internet brands recog- 
nised the world over. It is the most vis- 
ited e-commerce website in America, 
and one of the top two or three in Brit- 
ain, France, Germany and Japan, Now it 
is trying to stretch its brand, which to 
most people is linked to books, to cover 
anything that can be sold online. 

At first glance, Amazon seems ill- 
suited to being the giant of the web. Its 
headquarters, an Art Deco building that 
once housed Seattle’s Pacific Medical 
Center, is imposing, but the desks with- 
in are still made out of old doors. The 
staff are still a touch, well, geekish: after 
all, the firm is only four years old. And 
Amazon has often been quite cautious. 
It was only 18 months ago that it ven- 
tured beyond books to cps and videos. 
David Risher, senior vice-president, 
smugly notes that: “Within four months 
of going into cps, and within six weeks 
of going into videos, we were the top- 
selling sites for both products.” 

What is Amazon’s appeal? It is sel- 
dom the cheapest place to shop on the 
web. Firms such as Buy.com have set up 
with the explicit promise of undercut- 
ting it. But thanks to its large investment 
in warehouse distribution centres, Ama- 
zon has the best reputation in the busi- 
ness for fulfilment and delivery. Its pat- 
ented “one-click” technology makes 
shopping delightfully simple. And by 


pioneering consumer reviews of books 
and other products, and using its data- 
base to make recommendations, it has 
built a sense of community among us- 
ers: 66% of sales go to repeat customers. 
No doubt other firms can and will 
imitate most of this (patenting one-click 
shopping seems as far-fetched as patent- 
ing wallets, and is under court attack). 
Yet Mr Bezos’s bet is that his reputation 
for customer service, combined with 
first-mover advantage, will let him build 
an unassailable lead. Customer-acqui- 
sition costs, he believes, can only get 
higher. He talks of being the world’s 
most “customer-centric” company, de- 
livering from what it likes to call the 
“earth’s biggest selection” of products. 
rh Sn at le aaa ses 
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Amazon’s success so far, as it has ex- 
panded to greeting cards, toys and gifts. 
It has made useful small investments in 
other firms, including drugstore.com, 
homeGrocercom, an online grocer, 
Gear.com, a sporting-goods seller, and 
Petscom, a pet-supplies firm. It has 
launched an auction site and, most re- 
cently, its zShops, a portal-cum-market- 
place that other online sellers use to 
hawk their wares. 

And yet none of this quite adds up 
to becoming the Wal-Mart of the web, 
for two reasons. First, Wal-Mart’s true 
strength has been its ability to squeeze 
suppliers. It is hard to associate Mr Be- 
zos’s firm with similar ruthlessness. 

More important, Amazon seems to 
suffer more than any other firm in e- 
commerce from a congenital lack of 
profitability (see chart 8). This year may 
be marking the end of the stockmarket’s 
infatuation with dot.coms, especially in 
the business-to-consumer field. Ama- 
zon’s announcement of record losses in 
the fourth quarter of 1999 was softened 
by the claim that it was at last making 
profits on books alone--perhaps vin- 
dicating its view that losses taken to 
build market share can turn into profits 
later. But the firm has also, for the first 
time, shed staff. And the stockmarkets 
are increasingly sceptical about it. 

Amazon may still be one of the best- 
quality Internet retailers (and shares) 
around. But in the longer run its pro- 
blems raise the all-important question 
for the industry: how long will investors 
in any firm that sells on the web be 
ready to wait for profits? 
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| with Benchmark Capital that fell apart over policy 
differences after a few months. It too has lost several 
| top managers. It has also failed, despite determined 
efforts, to oust eToys as the top online toy retailer. 
So who, if not the Arkansan firm itself, will 
emerge as the Wal-Mart of the web? As it happens, 
there is at least one strong and well-established pre- 
tender to the title: Amazon. For Amazon has chosen 
to test the inherent “scalability” of the Internet by 
expanding well beyond its starting point of book- 
selling. Indeed Jeff Bezos, Amazon’s cheery founder 
and boss, has said at various times that he is willing 
to sell anything except cement, or simply that he is 
willing to sell anything (see box on previous page). 
But in saying this, he raises a big question: does web 
retailing favour generalists or specialists? 


Webmaster or web servant 


In favour of the generalists—the Wal-Marts of this 
world—is the web's scalability. Once you have in- 
vested enough in customer acquisition, by building 
a brand name and a reliable logistics and dis- 
tribution system, the marginal cost of adding extra 
lines is tiny, and certainly much smaller than in the 
physical world. So in order to maximise revenues 
from those customers, you might as well sell them 
whatever you can. This, in essence, is what Amazon 
is now trying to do. If this line of thought were car- 
ried to its logical extreme, e-commerce would end 
up with a single retailer: Amazon as not so much the 
Wal-Mart as the Microsoft of the web. 

Yet even though economies of scale and scope 
are greater on the Internet than in the physical 
world, this still seems highly implausible. Some fea- 
tures of the web point in the opposite direction: in 
favour of the specialist, or “category killer”. If you 
can create the best website for selling Pokemons, for 
instance, the Internet's scalability could allow you to 
capture this niche all over the world. Numerous spe- 
cialist websites have indeed established powerful 
niches. Ehobbies.com, based in Los Angeles, has es- 
tablished itself in the niche of collectibles such as 
model trains or cars. Garden.com has grabbed much 
of the gardening space. EToys regards the children’s 
market as its oyster. 

So which model will win out? There is probably 
room both for some specialist category killers that 
identify and conquer specific markets, and for a few 
large generalists that cover a broader front. But the 
pickings for anybody positioned in-between, on the 
model of a classic department store such as Macy’s 
or Bloomingdale's, are likely to be thin. And the 











HAT might a Martian looking at America pick 

out as the clearest physical indicators of an e- 
commerce revolution? Those millions of pc users 
clicking away at their desks might well be buying 
things over the Internet, but then again they might 
be sending e-mails to their best friend, or looking at 
rude pictures. No, the most tell-tale signs that e- 
commerce has taken off are hundreds of huge new 
automated warehouses and thousands of vans de- 
| livering little packets to households: in short, the ful- 
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Bezos will sell anything 


web's economics also suggest that, within each de- 
fined market segment—whether for beanie babies, 
books or beauty products—there may eventually be 
room for just one or two e-commerce firms. 

Over the coming years, therefore, web retailers 
whose business models are insufficiently different 
from better-established rivals will be winnowed 
out. The process has started as the industry concen- 
trates. As much as 75% of business-to-consumer e- 
commerce is now done through five sites: Amazon, 
eBay, AOL, Yahoo! and Buy.com. Two web retailers, 
Beyond.com and ValueAmerica.com, have sharply 
cut back operations. Some new entrants to the game, 
who failed to make enough impact in the holiday 
season, may pull out altogether. Even established 
firms such as eToys have seen their shares tumble 
precipitously this year. 

The capital markets may not be voting for the 
success of traditional retailers in e-commerce; but 
they are raising doubts over the survival prospects 
of many business-to-consumer pure plays. And it is 
not just the obvious things such as price, choice, 
website design or marketing that such firms need to 
get right. At least as important, e-commerce ventures 
must pay more attention to what has often proved 
their weakest spot: fulfilment and distribution. 


Distribution dilemmas 


filment and distribution end of the Internet revolu- 
tion. And, as so often with an unglamorous 
back-office business, it is this end of e-commerce 
that has proved the most troublesome. 

Indeed, the late-1999 holiday season will proba- 
bly be remembered not so much for the huge explo- 
sion in Internet retail sales as for its terrible tales of 
delivery snarl-ups. Toys “R” Us and Wal-Mart an- 
nounced as early as the second weex of December 
that they could no longer guarantee delivery of 
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website orders by Christmas. Consumers started to 
scream when they found they were unable to cancel 
or amend orders; many made it clear that they 
would have liked some real live human contact to 
sort things out. Some observers thought things were 
so bad that frustrated customers might abandon 
their efforts to shop on the web, and that e-com- 
merce, instead of growing by leaps and bounds, 
might start sliding downhill from now on. They may 
be overreacting, but it seems certain that one thing 
that will count a lot in the coming e-commerce 
shake-out will be fulfilment, not price. 

The early e-commerce pioneers concentrated on 
the end of the action that they reckoned to un- 
derstand: website design and snazzy marketing. 
Many outsourced the whole tiresome business of or- 
der checking and distribution. In its early days, even 
Amazon relied wholly on Ingram’s book-wholesal- 
ing operation. Consumer-electronics sites left the 
business to Micro, another big wholesaler and dis- 
tributor. Everybody used United Parcel Services 
(ups), Federal Express or the post for delivery. 

Yet two things soon became clear. One was that 
shipping costs were (and remain) one of the biggest 
deterrents for consumers considering online pur- 
chases of physical products. The second was that 
traditional warehouse and distribution centres were 
not well suited to the business of e-commerce fulfil- 
ment: if it is to work properly, it needs newly de- 
signed systems. Both these things have combined to 
undermine some of the economic advantages of on- 
line shopping. 

Perhaps this should not have come as a surprise. 
Physical shoppers, after all, handle their own order 
fulfilment, by choosing the goods and paying for 
them at the check-out, as well as their own delivery, 
by personally taking them home. And they do all 
this at their own expense, in both time and money. 
Merely to replicate this system efficiently, down to 
the individual consumer, is demanding enough; fi- 
nancing it, whether by absorbing the cost or by add- 
ing it to the bill, makes it even harder. It might have 
been better had e-commerce firms given more atten- 
tion to this end of their business first. 

Ironically, the delivery problems encountered 
by pure plays were one of the things that led many 
traditional retailers to assume that they could do 
better. Ironically because, here as elsewhere, many 
quickly found that their own distribution systems, 
geared to moving goods on pallets from warehouses 
to shops, proved a disadvantage, not a benefit. Wal- 
Mart, for example, has the most highly praised dis- 
tribution system in the world: even the tyre pres- 
sures of its lorries are calibrated so that, when fully 
laden with pallets, the vehicles will be at exactly the 
right height for the unloading docks at Wal-Mart 
stores. But such a system is unable to cope with 
individual orders that have to be delivered to peo- 
ple’s homes. So Wal-Mart has had to outsource its 
website distribution to two rivals: Fingerhut, a dis- 
tributor that now belongs to Federated Department 
Stores, and Books-a-million. EToys, the biggest on- 
line toy retailer, has also used Fingerhut. 

Catalogue retailers, such as Land’s End and J. 
Crew, are a different matter. Their warehouses were 
already aimed at delivering individual orders to 
people’s homes. Adapting their order-taking to the 
web has not been simple, but distribution has cer- 









If only they could digitise the lot 





tainly been far easier than building new ware- 
houses from scratch. This remains the biggest reason 
for expecting the catalogue businesses to emerge as a 
success story of the web. 

For the rest, is outsourcing the answer? Some- 
times it can be. It certainly seems to work for long- 
distance deliveries by road. urs has been one of the 
biggest beneficiaries of the e-commerce boom: it 
reckons to handle around two-thirds of all goods or- 
dered online. It has also developed a sophisticated 
(and very popular) website-cum-tracking service 
that allows consumers to check exactly where their 
order is at any time of the day or night. It has edged 
out its biggest rival, Fedex, which realised too late 
that its main business, document delivery, was be- 
ing disintermediated by e-mail. 

But although actual delivery can be outsourced, 
many e-commerce firms are finding that it is risky to 
do the same with picking and packing, because a 
contractor working for many web merchants will 
never be able to give all of them priority, especially 
when the pressure is on during the holiday season. 
So more and more e-merchants have decided to fol- 
low the example of Amazon and build their own gi- 
ant automated warehouses around the country. 
Amazon is building seven; eToys so far has just one; 
Webvan, an online grocery store, has plans for 21. 
Along with ups, winners from e-commerce now in- 
clude firms such as ams Property of San Francisco, 
which is handling the choice of sites for Webvan’s 
warehouses, and Bechtel, which is building them. 


The supermarket on the web 

Logistics and delivery are also key to understanding 
the nascent online grocery business. So far, this is 
small and, like the physical supermarket business, 
highly localised. Netgrocer.com distributes only dry 
groceries all over America; Peapod.com, the first to 
be established, offers all types of groceries, but cov- 
ers only 8% of America’s population, and has only 
just begun to build its own warehouses (so far, it has 
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| been using local supermarkets). In Britain, Tesco, a 
| large supermarket group, has in Tesco Direct what it 
now claims to be the biggest online grocery business 
in the world. It employs teams of people to pick the 
items on their customers’ web-transmitted shop- 
ping lists from the shelves of the nearest supermar- 
| ket, and teams of drivers to deliver the orders at 
agreed times. But the company has had a number of 
teething troubles, and there are doubts about the 
profitability and the scalability of its web business. 
Two of the most striking experiments with web 
grocery shopping are taking place in Boston and San 
Francisco, Boston has several Internet grocers in 
fierce competition with each other. One, called 
| HomeRuns.com, an offshoot of Hannaford’s, a su- 
| permarket chain, is testing the notion that offline 
and online can work well together. Another is 
| Streamline.com, which provides its mostly subur- 
| ban middle-class clientele with a lock-up fridge in 
an outbuilding. This allows Streamline staff to de- 
liver and unpack the weekly grocery order even 
| when acustomer is not at home. Despite occasional 
complaints, Streamline has acquired a dedicated cli- 
entele willing to pay a subscription and a premium 
| price for its goods. 
The real battleground for the online supermar- 
| ket, however, will be guaranteed delivery times. 
| Kozmo.com, a firm operating in New York and San 
| Francisco, is trying to guarantee delivery of basic 
snacks and other groceries (along with a selection of 
videos, cps, books and games) within an hour of an 
order being placed; so is Urbanfetch.com. But the lo- 
gistics of this work only with small-scale distribu- 
tion centres in carefully selected urban areas such as 
Manhattan, so it is unlikely to replace the weekly su- 
permarket trip. A far more ambitious bid to do just 
that, and to guarantee delivery within a selected 30- 
minute window, is being made by Webvan in San 
Francisco (see box). 











Webvan's boss, George Shaheen, caused a. stir 
last year when he quit his position as boss of Ander- 
sen Consulting for the Internet start-up. He has 
grand ambitions for his new firm. He envisages it as 
becoming the “last mile of e-commerce”, with peo- 
ple talking of “webvanning” rather then “fedexing” 
things. The company is spending $1 billion on build- 
ing a string of state-of-the-art warehouses all round 
the country. After that, it plans to move abroad. 

Mr Shaheen says that Webvan aims to be every- 
body's grocer, saving its customers both time and 
money. Fine, but is there not something in the belief 
that the customer likes to touch and feel the fruit 
and vegetables before buying? “But so does every- 
one else,” he shoots back. As for the economics of 
the system, he concedes that marketing, building 
warehouses and running delivery vans costs a lot of 
money, but points to the offsets from lower prop- 
erty costs (Webvan’s warehouses, unlike supermar- 
kets, can be sited in cheap areas) and a staff require- 
ment of about 900 per warehouse, compared with 
2,200 for a typical supermarket. 

Yet it will take time to establisn whether online 
shops such as Webvan really can replace the super- 
market trip, or merely supplement it. And even if 
they can provide the wired and short-of-time with 
everything they need, online shops are never likely 
to take more than a smallish share of the market. 


Digital delivery 

That is not, however, likely to be true for those goods 
and services that have the best possible answer to 
the nightmarish logistics of e-commerce: deliver 
over the Internet itself. For if you do that, you can 
eliminate most of your physical rivals altogether. A 
lot of computer software is now digitally down- 
loaded by the user. The next businesses to head this 
way are music and films—and perhaps newspapers 
and books. Already you can buy the “Rocket e- 
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Saturday morning syndrome 


HE Oakland distribution centre for 

Webvan is an impressive sight. 
Covering an area of 330,000 square feet, 
it is divided into three broad, colour- 
coded segments. Yellow is for “ambi- 
ent”: dry goods, the heavier of which 
(such as soft drinks) are manipulated 
around by giant insect-like “mechpods”. 
Green and blue are, respectively, for 
“chilled” and “frozen”—and frozen 
means minus 20°, so you need to re- 
member your freezer jacket. 

The centre processes some 2,000 or- 
ders a day, involving up to 20,000 “totes” 
or shopping baskets, also colour-coded. 
Each order has a delivery time on it. The 
contents of the order are computerised. 
That triggers a system of lights, as the 
tote travels along the conveyor belt 
around the warehouse, to show the 
packers precisely what needs to be 
added to the tote at each point. The 
warehouse managers boast that none of 
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the 150-odd packing workers needs to 
move more than 19 feet (6 metres) to fill 
each item in an order. 

The warehouse is at the centre of a 
“hub-and-spokes” system, with smaller 
delivery centres scattered around the 
Bay Area. The eponymous webvans 
(with their distinctive markings, which 
form part of the firm’s marketing strat- 
egy) pick up their orders, still in their 
yellow, green and blue totes, from these 
delivery centres, and then splay out to 
meet their half-hour delivery slots. The 
company claims that its drivers miss 
only 2% of those slots, compared with 
about 12% when it started in business 
last June. It also insists that it gets very 
few returns. 

Will online grocery shopping catch 
on? In terms of convenience, choice and 
avoiding the supermarket scrum, the 
Webvan model looks appealing. As for 
quality, the firm maintains that its meat, 








fish and vegetables are fresher than in 
the local shops, because it is cutting out 
the warehouse-to-supermarket stage of |. 
the cycle. And George Shaheen, the | 
firm’s boss, has a nice selling-point for. 
the many hard-pressed Bay Area folk 
who feel desperately short of time: he. 
promises to “give you back your Satur- 
day mornings.” 

But even if customers are easy to” 
win, profits may not be. At the moment; 
like so many dot.coms, Webvan is run- 
ning up huge losses, not least because 
until the end of last year it was offering 
free delivery to get people to try the new 
service (it still does for orders over $50). 
It also claims that its prices are generally 
5% below those in physical shops. Its $1... 
billion investment in warehouses]. 
around the country, all similar to the |. 
Oakland facility, still has to be paid for. ` 
Yet Webvan, which went public only 
last November, is the best-capitalised of 
the online grocers. It looks as well- 
placed as anyone to crack the online 
grocery business. 
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book” that allows you to download new books at 
the click of a button; improvements in home print- 
ing and binding may one day make electronic dis- 
tribution the preferred way to sell books. 

The music business is already heading towards 
e-distribution, and is in turmoil as a result. Last year 
a new release from Public Enemy became the first 
commercial piece of music to be distributed over the 
Internet before appearing in the record shops. The 
spread of the mp3 digital music format has put fear 
into the hearts of record-industry executives, be- 
cause it seems to hold out the possibility of people 
making an infinite number of perfect (albeit illegal) 
copies of any music that is ever put out on the web. 
They have responded with floods of lawsuits, and 
have launched a “secure digital music initiative” 
(spi) to stop the pirating; but so far there has been 
little sign of agreement. Broadly speaking, most peo- 
ple in the industry have treated the Internet as a 
threat, not an opportunity. 

Al Teller, president of Los Angeles-based 
Atomicpop.com, which released the Public Enemy 
number, thinks this is misconceived. He has little 
sympathy for the traditionalists, even though he 
himself, as president of cps records, used to be one. 
He recognised the scope for digital downloading 
several years ago, and tried to persuade the industry 
to embrace it. Having failed, he set up Atomicpop in- 
stead. His vision of the future is radical: “The only 








In the great web bazaar 


HE real revolution in e-commerce may lie in 

something not immediately obvious. Never 
mind the new retailers, the lower prices, or huge 
changes in logistics and delivery. What is truly new 
about the Internet is its ability to generate different 
pricing mechanisms, and in particular to allow price 
and product comparisons to be made and various 
kinds of auctions and exchanges to take place. 

Two things are making these possible. One is 
that the Internet provides a perfect medium for ag- 
gregating buyers and sellers from all around the 
world. If you are a collector of beanie babies, in the 


permanent bits of this industry are the people who 
make the music, and the people who buy it.” But it is 
also expansive, for he sees the web as a way greatly 
to enlarge the market for music. 

Does that mean there is no future for the record 
labels, and that artists will release music straight 
over the Internet? No, says Mr Teller, because the 
web needs filtering, editing, marketing and promot- 
ing even more than the physical world. But he 
thinks the labels need to restructure themselves 
from top to bottom: it is not enough to treat the In- 
ternet as just one more distribution channel. If they 
fail to adapt, labels like his stand ready to take over, 
along with a new infrastructure of portable music 
players, listener-driven music reviews—and artists 
keen to escape the record companies’ clutches. 

What about copyright? Mr Teller strongly sup- 
ports it. In a digital world, he says, it should not be 
too hard to find a way of protecting copyright, even 
if the somi proves not to be the way to do it. One 
firm that may offer a better solution to digital-rights 
management on the web is itself a member of the 
spt: InterTrust, based in Santa Clara, California. It 
has devised what Victor Shear, its chairman, calls a 
“meta-utility”: a platform for the conduct of digital 
e-commerce that protects copyright and deals with 
payments at the same time. 

To use the InterTrust model, a record company 
(or, indeed, anybody who has digital content) gets it 
packaged into an encrypted file known as a “Digi- 
box”, which comes complete with rules about use, 
access and payment methods. These can be as flexi- 
ble as the content provider wants to make them: 
three free plays followed by a charge, say, or a fixed 
price for the whole thing, or a system that charges a 
small amount for every replay. 

Mr Shear’s outfit is not the only one trying to 
make such a thing: Liquid Audio, Xerox, even Mi- 
crosoft are devising their own digital-rights manage- 
ment systems, But InterTrust has the most advanced 
and capable technology, protected by at least 12 pat- 
ents. It has the backing of Universal Music and Ber- 
telsmann; PricewaterhouseCoopers, the world’s big- 
gest consulting firm, has just signed on to use the 
technology for its clients. InterTrust’s may indeed 
become the main operating system for the new mar- 
ket, and could yet come to govern the distribution of 
all digital content over the web, whether it be films, 
news or books. So has Mr Shear heard from the Jus- 
tice Department? Not yet, he responds evenly. 

= a 





physical world you would have to spend a lot of 
time and effort to draw together all your fellow en- 
thusiasts; online you can do it effortlessly. The sec- 
ond is that the Internet offers an excellent way of 
comparing prices and collecting information, for ex- 
ample on new products, or on recent bids. Once 
again, to replicate this ofline would be costly and 
time-consuming. 

Price and product comparisons have been made 
easier by the development of “shopping bots”. Web- 
sites such as Mysimon.com and DealPilot.com en- 
able buyers quickly to compare products, prices and 
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i-mode. You mode. 
Millions in Japan mode. 


F or many people, cellular phones are all talk. 

But at NTT DoCoMo — Japan’s leading mobile 
communications operator — we're proving that the 
cellular phone can be much, much more 

Our “i-mode” service in Japan provides cellular 
phone users with Internet connection and specialized 
services at the touch of a button, bringing a new 
level of convenience to nearly four million i-mode 
customers in the first year, and over 100,000 new 
subscribers per week. 

Users receive news and stock prices tailored to 
their needs, send and receive e-mail, shop online, 
and even get advice on good restaurants in unfamiliar 
parts of town! Online banking allows financial trans- 
actions with Citibank and 160 other institutions 


NTT MOBILE COMMUNICATIONS NETWORK, INC. « 





nationwide, and we're adding new capabilities all 
the time. 

We're even linking i-mode with car navigation 
systems to provide congestion news, localized weath- 
er forecasts and parking updates for the ultimate 
in traffic information. With JAVA-installed i-mode 


terminals now targeted for release, we're tightening 


data security while opening the door to a new world 
of entertainment possibilities. 

i-mode represents a major leap towards 3G 
mobile communications and a tantalizing glimpse 
of what our “Vision 2010” will bring: A world in 
which mobile communications are limited only by 
your imagination, and where actions speak louder 
than words. 
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availability. For cheap items such as toothpaste or 
lettuces, most web users may not want to bother, 
any more than real-world shoppers do. It is also no- 
ticeable that, at present, the cheapest providers on 
the web are not always the most popular; and that, 
conversely, higher prices do not necessarily put cus- 
tomers off. But as e-commerce grows, and as people 
start to use it more to buy such bigger-ticket items as 
cars and white goods, the role of comparison- 
shopping agents could become far more significant. 


Price it and see 

The technology is improving fast, and so is the 
choice of agents. Both DealPilotcom, a German 
company, and RuSure.com, based in Israel, equip 
users with a piece of software that automatically in- 
forms them of the best available prices on the pro- 
ducts they are looking for. If you have the software 
and are about to buy a book from Amazon, say, a 
box will pop up to tell you that you could get it 
cheaper elsewhere. As consumers get used to this 
idea, price competition on the web, which has so far 
been less energetic than expected, may intensify. 

Shopping agents also judge how well a product 
does its job. Frictionless.com, of Cambridge, Massa- 
chusetts, offers the electronic equivalent of a well- 
informed shop assistant. Buyers of electrical goods, 
for instance, can use the technology to rank pro- 
ducts by performance on criteria of their choice— 
weighing ease of use, say, against quality of service. 
Only once the product has been chosen do criteria 
such as price and availability come into play. This 
model can be applied to any number of products: 
recently, Frictionless teamed up with Wingspan- 
bank.com, an online banking subsidiary of Bank 
One, to help consumers choose mutual funds. 

A plethora of other agents that help consumers, 
all offering slightly different services, is now vying 
for attention. From New York, Brandwise.com offers 
product reviews and price information about white 
goods and electrical appliances. Epinions.com, 
based in Silicon Valley, has chosen what its boss, Na- 
val Ravikant, calls an “open-source” style of review 
for products of all kinds, with visitors providing all 
the material. The company makes no attempt to edit 
any of this, but once posted, the reviews themselves 
are rated by other users. Listen.com, also in San Fran- 
cisco, is using a similar idea to build a directory of 
music on the web, complete with reviews written 
initially by its own reviewers, but incorporating the 
comments of visitors to its website as well. 

Then there are the intermediaries that specialise 
in ranking other websites. Gomez Advisors, in 
Massachusetts, assesses the performance of e-com- 
merce websites in areas such as personal finance, 
travel, shopping, car buying and auctions. For each 
of them it offers a table of rankings based on marks 
out of ten. Rivals include Yahoo!, the biggest Internet 
portal, which offers its own frequently updated 
guides to the best websites around. aot, the biggest 
Internet service provider, also helps to guide cus- 
tomers around the shops. 

If it seems hard for anyone to make himself 
heard amid this cacophony, that is largely because 
e-commerce is at such an early stage of develop- 
ment. The shopping agents and rating sites will 
themselves no doubt be ranked in due course, and 
their numbers are bound to come down. But one big 
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question they will all have to answer is: which side 
of the transaction are they on? 

The same question applies to another new band 
of intermediaries: those that are running auctions 
and other price-discovery mechanisms. The arrival 
of the Internet auction is one of the biggest things 
that has happened in e-commerce—as some of the 
crazier stockmarket valuations attest. EBay, the big- 
gest single consumer-to-consumer auction-site, is 
worth 20 times as much as Sotheby’s (in which Am- 
azon, which runs its own auctions, recently bought 
a stake). By market capitalisation, Priceline.com, 
which runs reverse auctions for airline tickets and a 
few other things (including groceries), is worth as 
much as American Airlines. 

The power of auction sites, says eBay’s Pierre 
Omidyar, lies in their strong “network effects”: the 
more people that use them, the more useful they are. 
That also confers a potentially bigger first-mover ad- 
vantage on auction sites than on electronic retail- 
ers—an advantage eBay is so bent on preserving that 
it has triggered antitrust inquiries into its efforts to 
stop rivals logging into its site for price and bidding 
data. EBay has nearly 10m registered users bidding 
for some 3m items. Each user spends nearly two 
hours a month on the site, a lot more than Amazon’s 
equally loyal clientele. And eBay’s charges are typi- 
cally no more than 7.5%, compared with over 25% for 
offline auctioneers. Mr Omidyar also takes pleasure 
in pointing out that eBay is almost the only pure- 
play e-commerce firm that has been consistently 
profitable from the beginning. No wonder auction- 
houses and flea-market operators fret that they may 
soon lose much of their business. 


Monetising the audience 


Nor is eBay the only threat. Amazon and Yahoo! run 
their own auction businesses. Jerry Kaplan, who 
started Onsale, the first s2c auction site (before 
eBay), which dealt mainly in surplus computers, has 
subsumed it into Egghead, a big retail site for com- 
puter hardware and software that also does auc- 
tions. He claims the most loyal consumers on the 
web. And it is not just a matter of sales; as he points 
out, there are “multiple ways of monetising the au- 
dience besides selling stuff’, a claim confirmed by 
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Egghead’s high number of repeat customers. 

Even Priceline is only the best-known of several 
reverse-auction sites. Under its (patented) model, 
bidders name their prices for a flight and leave them 
on the table for airlines to accept or reject them. Jay 
Walker, the firm’s founder, claims the model has 
been so successful that he is now the largest seller of 
leisure air tickets in America, with 3m customers. He 
dismisses critics who say that few of their bids (un- 
der 5%, according to some) are fulfilled, and that 
many consumers dislike the rules preventing them 
from withdrawing their bid or from putting in a 
fresh bid. He says these grouses come “from univer- 
sity professors, not from our customers.” Priceline is 
now expanding its model from air tickets and hotels 
tocars and groceries, for which it claims to be able to 
deliver savings of as much as 50%. 

Yet Priceline falls far short of a perfect con- 
sumer-auction model. Many people wonder if it is 
really working mainly for the benefit of the con- 
sumer, or mainly for the airlines; its refusal to pub- 
lish price information certainly leaves some doubt. 
A purer model is offered by NexTag.com, an auction 
site that at present deals primarily in new comput- 
ers and consumer electronics but has plans for 
much bigger things. Purnendu Ojha, its co-founder 
and boss, describes NexTag’s goal as nothing less 
than eliminating the “deadweight loss in the sup- 
ply/demand curves caused by fixed pricing.” 

The model that Mr Ojha cites is the stockmarket, 
in which supply and demand are continously ad- 
justing to each other throughout the day. Buyers on 
NexTag submit bids, but can then change them; sell- 
ers can accept or reject them, or even counterbid. 
This is not so much a reverse auction as a continu- 
ous buy-and-sell auction that avoids the delays built 
into eBay and Onsale and the inflexibility and se- 
crecy of Priceline. The effect is to turn the market for, 
say, Palm Pilots into the equivalent of the Nasdaq 
stock exchange. Now another new firm, Per- 
fect.com, is trying to go one better by adding such di- 
mensions as delivery and customer service to the 
continuous auction. 

Yet another auction-style model is employed by 
aggregators such as Accompany.com or Mer- 
cata.com. These websites seek to gather together the 
buying power of consumers to achieve the best pos- 





im EEF 


sible prices. As more bidders join in, the price of | 
whatever they are after will tend to drop. Jim Rose, 
chief executive of Accompany, describes his site as 
offering “many-to-many” trading (as opposed to 
eBay’s one-to-one or Nextag’s one-to-many). It is es- 
pecially useful for people who have time to wait for 
an item but are highly price-sensitive. 


All the world’s an exchange 


Any believer in Adam Smith’s ideas must welcome 
this kaleidoscope of different trading models. In 
some ways, the notion of fixed prices is itself rela- 
tively recent. Until, say, 200 years ago, most trading 
took place in open marketplaces or bazaars, in 
which prices moved continuously and it was easy to 
check up on competitors. Now the Internet seems to 
be creating the possibility of a permanent world- 
wide bazaar in which no prices are ever fixed for 
long, all information is instantly available, and buy- 
ers and sellers spend their lives haggling to try to get 
the best deals. 

Of course it will not happen like this. The popu- 
larity of Internet auctions and other buying tech- 
niques such as aggregation owes a lot to their nov- 
elty effect: they are not so much a new marketplace 
as a new form of entertainment, the appeal of 
which could easily wear off. Auctions are better 
suited to some items than to others. Fixed prices did 
not develop by chance; for many products they suit 
both buyers and sellers. A shopper anxious to get 
through the weekly grocery list will have little appe- 
tite for bargaining over every item. 

Yet despite these reservations, the new pricing 
models will not disappear. More likely, they will be 
used for goods and services where they work well— 
new computers, cars much in demand, anything 
second-hand, airline seats and other travel services. 
And as consumers get used to auctions as a way of 
buying travel or computers, say, they may be readier 
to try them out for other goods and services, such as 
buying and selling property or catering for a party. 

But the intermediaries will still have to answer 
the same old question: whose side are they on? John 
Hagel’s infomediaries and Philip Evans's navigators 
around the web act as agents for the consumer. The 
best Internet portals, aggregators and auction-sites 
will have todo this too. In the physical world similar 
questions can be fudged: an auctioneer works for 
both seller and buyer, a travel agent tries to get the 
best deal for both sides. But in the online world, 
where any transaction can be unbundled and any 
intermediary disintermediated, such ambiguity 
may not be sustainable. The best indicator will often 
be payment or ownership: that Brandwise, the re- 
viewer of white goods, was set up by Whirlpool, a 
manufacturer, arouses immediate suspicions. Once 
profits start to be made on the web, it will always be 
worth asking an intermediary: who pays you? 

Itis worth noting, too, that auctions and aggrega- 
tors, like the Internet itself, are inherently global in 
scale. Indeed, to make the most of network effects, 
they need to operate worldwide. However, this 
raises an unexpected difficulty, given America’s lead 
in the Internet: in Europe, at least, rivals are already 
at work. Hence the next big question in e-commerce: 
will it spawn global merchants, most of which are 
likely to be American? 
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| First America, then the world 


OMETHING like three-quarters of all e-com- 

merce currently takes place in the United States. 
The country also accounts for 90% of commercial 
websites. Given that the Internet is, by its very na- 
ture, global in reach, these two facts raise a vital 
question about e-commerce for the rest of the 
world: is America in general, and are American web- 
sites in particular, inevitably going to dominate it? 

The answer is not immediately obvious, for sev- 
eral reasons. For a start, it is surprisingly hard to 
cross borders in the retail world. In industries such 
as drink manufacturing, car making or investment 
banking, it is comparatively easy for a Coca-Cola, a 
Ford or a Goldman Sachs to establish itself around 
the globe. But in shopping or retail banking, cultural, 
linguistic and regulatory barriers often get in the 
way. Intriguingly, the physical world may be about 
to see some of these barriers surmounted for the first 
time: Citibank is on the way to becoming a global re- 
tail bank, and Wal-Mart is doing its best to turn itself 
into a global retail giant. 

Surely the Internet will give such aspirants a fur- 
ther boost? It may well do so; but that does not 
mean going global will suddenly become straight- 
forward. One big reason is the crucial importance of 
fulfilment and delivery. Being good at these inside 
the United States is clearly a plus, but, because they 
are by definition local, that does not guarantee suc- 
cess in other markets. Several American websites no 
longer take orders from outside the country for this 
reason (although Amazon reckons that as many as a 
quarter of visitors to Amazon.com live abroad). And 
in Europe, the biggest marketplace for e-commerce 
after America, a clutch of perceived or real gov- 
ernment, tax and regulatory obstacles are deterring 
would-be American electronic vendors. 

The third reason that American global dom- 
ination should not be taken for granted is that many 
American web retailers may have left it too late: a 
surprising amount of e-commerce is starting to take 
place in other countries. In most Scandinavian 
countries Internet penetration is now higher than in 
the United States, and in Britain and Germany it is 
catching up. According to a new study by the Boston 
Consulting Group, retail sales on the web in Europe 
in 1999 were worth $3.6 billion, and may rise to $9 
billion this year. Asia too is taking to the web: acc 
predicts sales of $6 billion there this year, with Ja- 
pan, Australia and South Korea in the lead. Japan’s 
huge Seven-Eleven retail chain has just unveiled 
ambitious plans for a leap into e-commerce, with 
consumers placing their orders over the web and 
collecting them at their local store on the way home. 

To be sure, in some ways Europe and Asia are at 
a disadvantage compared with America. Credit 
cards are far less widely used, which is one reason 
for the success of mixing online (to place orders) and 
offline (to pay and pick them up) business. Another 
problem is telecoms costs. In Europe these can be 
five times as high as in America, where local calls are 
often free. Despite the success of “free” Internet ser- 
vice providers in Europe, sca reckons it still costs 
twice as much there as in America to surf the web. 
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Yet in telecoms both Europe and Japan could 
now find themselves at an advantage, thanks to 
their lead over America in mobile telephony. Those 
with a stake in the pc business, such as Michael Dell, 
like to argue that nobody wants to surf the web on a 
one-inch screen. But it seems more likely that mobile 
telephones and other handheld devices are about to 
become the instrument of choice for Internet access. 
Brent Hoberman, one of the founders of Lastmi- 
nute.com, a London-based website dealing in travel, 
entertainment and gifts, argues this will mean that 
“Europe can join at the next level up.” 


Europe gets wired 

There are also plenty of non-American, and espe- 
cially European, websites around (see chart 9). Mr 
Hoberman’s firm is just one of the hundreds of e- 
commerce ventures that have started up all over Eu- 
rope in the past year or so. Stockholm and London 
now seem to be in the grip of the sort of Internet fe- 
ver that hit California two or three years ago, with a 
slew of billboard and bus advertisements, a bub- 
bling new venture-capital industry, and hysterical 
stockmarket trading of newly floated companies. 
One such firm, oxt.com, has established a string of 
auction sites across Europe that are specifically de- 
signed to cope with different languages and curren- 
cies. When eBay first tried to launch around Europe 
in dollars only, oxı left it flat on its face. The propor- 
tion of eBay’s customers outside America is still un- 
der 3%, but the online auctioneer is trying to boost 
these numbers with its recent purchase of a big Ger- 
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But before 
e-commerce can go 
global, it needs to 
overcome a few 
tiresome obstacles 
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Some European firms even claim to be ready to 
take on the Americans at home. Letsbuyit.com is an 
aggregator that started in Sweden but has big ambi- 
tions: not only to launch all over Europe, but also to 
compete against Mercata and Accompany in Amer- 
ica. Another firm with Swedish origins, but a base in 
London, is Boo.com, an ambitious sports-good retail 
website that spent a fortune on marketing its global 
launch in 18 countries round the world last Novem- 
ber before it had sold a single sweatshirt. But 
Boo.com has run into problems; recently it sacked 
some of its excess staff. 

Physical European firms are also exploiting the 
web, though not without the usual teething trou- 
bles. MeritaNordbanken, a Finnish-Swedish bank, 
says that 50% of its retail customers now bank on- 
line; Sweden’s se bank claims 25%. These are far 
higher penetration rates than any bank has 
achieved in America. Tesco Direct, the online groc- 
ery service of Britain’s biggest supermarket chain, is 
being derided for its dismal performance—but it has 
ambitious expansion plans. The airlines too have 
taken to the Internet: Easyjet and Go, two low- 
budget British carriers, claim to be selling 60% and 
50% respectively of all their tickets online. 

One European country, France, even claims to 
have been the global leader in e-commerce long be- 
fore America ever woke up to it. In 1994, 1.2m French 
people bought something electronically, whereas 
fewer than 800,000 Americans did. The difference 
was that the Americans used the Internet but the 
French used Minitel, a proprietary network set up 
and operated by France Telecom. 

The contrast between the two is instructive. The 
Internet grew up in an anarchic manner, with com- 
merce tacked on as an afterthought, whereas the Mi- 
nitel was built and run by the government on spe- 
cial terminals owned by France Telecom. That may 
have helped to boost e-commerce in France in its 
early stages, but it soon became clear that the Mini- 
tel was being used for buying train tickets but little 
else. It did not have an e-mail facility, because that 
would have put it in direct competition with the 
state-owned post office. Now Minitel use is declin- 
ing as the Internet takes over. Last year commerce on 
Minitel actually shrank, but on the web it tripled 
(from a smaller base). France Telecom is about to re- 
launch the business in a form that combines the Mi- 
nitel with the Internet. Even so, the French prime 
minister, Lionel Jospin, has conceded that the Mini- 
tel experiment may have slowed down France’s 
move into the Internet age. 

Yet despite this particular local difficulty, the 
scope for the Internet to shake up retailing in Europe 
ought to be huge. In almost every country the exist- 
ing marketplace is vulnerable. Property prices, plan- 
ning restrictions, regulations about advertising and 
rules on opening hours all conspire to make shop- 
ping in Europe less efficient than in America. So the 
gains from the Internet—and the profits for those 
American websites that can successfully make the 
transition—-should be that much bigger if the web is 
allowed to work its magic. 

Most American e-commerce firms say they are 
too busy at home to contemplate expansion in Eu- 
rope yet, even though they already have about a 
fifth of the market there, often through their domes- 


















Fue ; ; 
i America leads ai 
| ‘Online share of differen mar ets, 1999, % 


|. Financial brokerage 


f oie $ 
| Computer hardware? 
software io 


“Books: 


Eventtickets: 


| Consumer electronics [=i 


Musicvideo 


Travel 





Toys 





| Sources: Shop.org; Boston Consulting Group 
tic operations. But in truth they may be bothered 
about something quite different: government. The 
popular view in Silicon Valley is that government 
should be kept out of the nascent world of e- 
commerce, lest it strangle the baby at birth. And the 
geeks are convinced that government in Europe, 
which they believe regulates anything that moves, 
poses an even greater danger to the infant than in 
America. 


Who needs government anyway? 


Clearly this view is a huge oversimplification. The 
American government has in fact given a big push to 
e-commerce, in two ways. One is by permitting the 
patenting, sometimes on fairly shaky ground, of a 
host of business processes, so that no self-respecting 
e-commerce firm is now without its in-house patent 
lawyer. The second and even more significant one is 
by imposing a moratorium on new taxes on any- 
thing bought over the web. Web purchases are also 
generally exempt from sales taxes: so long as a web- 
site operator has no physical presence in a state, it 
can avoid collecting sales tax on any goods sold in 
that state. 

However, the tax debate is coming to a head as e- 
commerce grows. One reason is that the American 
states are becoming increasingly worried about the 
sales-tax exemption, because that tax is often their 
biggest source of revenue. Emst & Young reckon that 
last year Internet business caused the states to lose 
$170m in tax revenue. Another reason is energetic 
lobbying by physical retailers, who reckon they are 
being put at a disadvantage by the pure plays’ abil- 
ity to escape tax. A congressional advisory commit- 
tee is at work to consider the issue, but there seems 
no easy solution in sight. Internet consumers and 
websites will fiercely resist imposition of the sales 
tax—after all, catalogue retailers have avoided it for 
decades. Instead, they suggest abolishing the sales 
tax altogether, pointing to the jungle of America’s 
30,000 individual tax jurisdictions. 

But the tax debate is not just about what hap- 
pens inside America. Tax is also an international is- 
sue, and happens to be one of many relating to e- 
commerce that is being examined by the ogc, the 
rich countries’ think-tank in Paris. If American In- 
ternet addicts hope they may be able to avoid taxes 
for ever, a visit to the orco will soon persuade them 
otherwise. In several £u countries the rate of value- 
added tax (the nearest thing to American sales taxes) 
can be as high as 25%, and vat accounts for an aver- 
age of 40% of Europe's tax revenues. There is no 
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prospect that, once e-commerce takes off, goods or 
services sold over the Internet will be allowed to 
avoid such an important tax. As it happens, even the 
Americans have accepted (at a meeting in Ottawa 
last year) the principle that tax should be levied on 
goods sold electronically, at the rate prevailing in the 
country where the consumer is based. 

But it is regulation, rather than tax, that Ameri- 
can e-commerce firms are most concerned about 
when they contemplate Europe. Much is made of a 
small number of unhelpful recent cases. In one, 
Compuserve, an online consumer network, tempo- 
rarily had to close down its operation in Germany 
after a Bavarian court found it liable for the content 
of race-baiting material on a website over which 
Compuserve had no control. In another case, Land’s 
| End, a clothes retailer, was deemed to be breaching 
German consumer law by offering its normal 100% 
replacement guarantee for any clothing that wore 
out. Advertising on websites in Europe is a colossal 
| headache: for example, Denmark bans advertising 
| to children, France bans advertising in English and 
Germany bans comparative advertising. 

An even fiercer argument is raging about pri- 
vacy and data protection. The European Union has 
adopted a directive that, if implemented, would 
prevent the transfer of data about consumers to 
third countries where the level of data protection is, 
in the eu’s terms, “inadequate”. Because American 
data protection is non-statutory and there is no gov- 
ernment data-protection office, it is regarded as in- 
adequate by definition. 

Yet blocking the transfer of business data to 
America is widely regarded to be all but unthinka- 
ble. For the past two years, the two sides have been 
trying to find a compromise, with the Europeans 
carefully holding back from sanctions but keeping 
the threat in reserve. Meanwhile, concerns over pri- 
vacy are starting to grow in America itself, encourag- 
ing both government and business to concede some 
ground to the £u. Now a solution is in the air: the 
Americans are offering to endorse a “safe harbour” 
principle, whereby companies within the safe har- 
bour undertake to apply standards of privacy pro- 
tection equivalent to those in the ev. In return, they 
will be allowed to collect data unimpeded. The deal 
may be struck at the next summit between America 
and the £u in March. 

The Europeans are showing surprising flexibility 
not just over data protection but over e-commerce 
in general, because they too are anxious to secure its 
benefits. The Americans have followed with keen 
interest (and may even learn from) the legislative 
framework that the Eu is trying to put in place this 
| year to govern such matters as electronic signatures 
and copyright. Another example of European flex- 
ibility is forthcoming legislation to apply a con- 
vention that governs the jurisdiction for consumer 
disputes. At one point, this legislation had been 
drafted in such a way that it would have permitted a 
consumer to sue any website operator in the con- 
sumer’s home jurisdiction, even if the website never 
intended to sell anything there. Under pressure 
from the industry, that now looks like being 
changed to allow a website to specify the jurisdic- 
tion in the event of any lawsuit. 

Still, too many governments and regulators, es- 
pecially in Europe and Asia, are frightened by the 








THE ECONOMIST FEBRUARY 26TH 2000 


E-COMMERCE SURVEY 37 


Internet, which they consider subversive, as well as 
too American. They see it as undermining consumer 
protection, jeopardising taxes and risking even more 
inequality. In places such as Malaysia—to say noth- 
ing of China—the Internet is deeply mistrusted be- 
cause it seems to threaten government control. Yet 
although these fears may have some basis in reality, 
governments would be well advised to find ways of 
assuaging them that stop short of shunning the In- 
ternet altogether. They are likely to find it impossi- 
ble to ban the web anyway, because it has already 
spread too far. Mr Dell notes that 40% of orders for 
his computers in China are now placed online. 


Unprotected, unwired 


It is true that consumer protection may be harder to 
enforce in a world where Internet gambling sites op- 
erate out of Gibraltar, pom rings are run out of the 
Caribbean and American patients are already using 
the web to buy drugs in Mexico that have not been 
approved by the Food and Drug Administration. 
But the web does offer both regulators and taxmen 
other advantages, such as a perfect audit trail. Tax- 


What I need is a laptop 


ation will even so be a continuing problem, espe- 
cially on activities such as gambling that can take 
place overseas and in digital form. But for many 
other goods, it should be technically quite possible 
to find a way to collect taxes on Internet commerce. 

What should perhaps be a bigger concern is in- 
equality, or what is often called “the digital divide”. 
Electronic commerce holds out the promise of 
greater efficiency and transparency, and of lower 
prices, all of which would be as welcome in Europe 
and Japan as in America (and, indeed, poorer coun- 
tries). Yet Internet usage is skewed towards the up- 
per end of the income scale, so the first to reap these 
benefits will be the better-off. Some way needs to be 
found to spread them to people on lower incomes— 
for instance, by putting terminals in public libraries 
and schools, and by teaching every schoolchild how 
to use a computer—and also to poorer countries. In- 
equality within and between countries is certainly 
not the fault of the Internet. And the webis by its na- 
ture democratic, open and transparent; if its benefits 
are spread wide enough, it might, in the long run, ac- 
tually help to reduce rather than increase inequality. 
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2010. In Union Square a few grubby discount 
stores are open for (thin) trade, but all around them 
are whole streets of boarded-up shopfronts. There 
are few pedestrians about, but plenty of delivery 
vans. In homes and offices all around town, people 
are staring at their computer screens and chattering 
into their mobile phones. 

Consider Ms E. Consumer, a 45-year-old 
mother-of-three who works for a public-relations 
firm. On her screen is a score of messages reminding 
her exactly what she bought for her three children, 
her partner (husbands went out in 2005) and her 20- 
odd relations over the past five years. Each message 
comes with a suggestion for a gift this year. A few 
clicks, and she has verified that nobody else is giving 
the same things. She looks up the lowest prices and 
best delivery schedules and orders the whole lot in 
ten minutes. Then she visits the exchange to check 
the price of the latest war-enabled mobile tv-cum- 
telephone and revises down her $30 bid of yester- 
day to $25. Before leaving the office she calls up her 
standing grocery order and adds a dozen oysters 
and a bottle of champagne. They are waiting for her 
when she arrives home 45 minutes later. There she 
uses her mobile phone to order the latest movie and 
a few tracks from a new music release to listen to 
while her partner prepares dinner. 

implausible? Worrying? Only five years ago, in 
the pre-Amazon era, almost nothing was bought on- 
line. But extrapolate the past five years’ growth, and 
it is easy to believe that by 2010 close to a fifth of 
American retail spending could be carried out over 
the Internet. And for things like books, music, films, 
toys, white goods and cars, the share seems likely to 
be much, much bigger. 

And who will be handling this business? No 
doubt there will be many names that are already fa- 
miliar today. Some may be existing retailers such as 
Barnes & Noble, Macy’s and Wal-Mart; some newer 
firms such as Amazon, eBay and eToys. But many 
shops will have become little more than showrooms 





It’s only a matter of time 


and places of entertainment, with the actual buying 
and selling going on elsewhere. There will be plenty 
of less familiar participants too: firms such as Nex- 
Tag, Accompany, RuSure and Dealtime. The dot.com 
suffix will have been largely dropped; indeed, the 
distinction between buying online and offline is 
likely to disappear as the Internet becomes as ubiq- 
uitous as the telephone. And some old names will 
have disappeared too: perhaps Sears, Borders, 
Bloomingdale’s, Toys “R” Us, Kmart. 


Acautionary tale 


Still convinced that nothing much is really going to 
change, or that e-commerce is a passing fad that will 
go away? Then listen to the sad story of one of the 
oldest and finest consumer products ever sold: a 
veritable fount of knowledge. 

The notion of an encyclopedia was essentially a 
product of the Enlightenment. In France, Denis Di- 
derot devoted a lifetime to producing one. But what 
was to become the most famous encyclopedia in the 
world started life in 1768, in Edinburgh, Scotland: the 
Encyclopaedia Britannica. As it went through suc- 
cessive editions, academics and ordinary readers 
alike came to rely on it; even today, some historians 
become misty-eyed when they talk of the great uth 
edition, published in 1911. 

The reputation of Encyclopaedia Britannica sur- 
vived a change of ownership in 1920 to Sears Roe- 
buck, an upstart mail-order retailer, and a move of 
its base to Chicago. Two decades later it became the 
property of a foundation, the proceeds of which 
benefited the University of Chicago. Its door-to- 
door salesmen became legendary for their knack of 
persuading parents that an encyclopedia was a 
must if their children were to grow up well-edu- 
cated. By 1989, sales revenues had reached a record 
$650m, and the firm’s sales force had grown to 2,300. 

Yet disaster was already waiting in the wings. It 
began when Microsoft produced a cheap CD-ROM 
encyclopedia called Encarta in 1993. Britannica’s 
bosses responded with a cp-rom of their own, but 
their salesmen rebelled at seeing their hard-cover 
books undercut (cannibalisation, followed by chan- 
nel conflict). The Internet made things infinitely 
worse. Sales collapsed, along with the salesforce. In 
1995 the company changed hands again, for a small 
fraction of its book value. Today it employs fewer 
than 350 people. Last October the new owner de- 
cided to make the contents of Encyclopaedia Britan- 
nica available free on the Internet, in the optimistic 
hope of recouping the cost through advertising on 
the website. But, as if to question even this new strat- 
egy, the site promptly crashed. 

What lesson should be drawn from all this? The 
most pertinent one is this: if you are engaged in al- 
most any form of commerce, from the humble mar- 
ket stall to the gigantic department store, the Internet 
is lurking, ready to blow up your business. And if 
you are not prepared to embrace change, to canni- 
balise your own sales and to disintermediate your 
own intermediaries, somebody else surely will. 

a 
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An Important Opportunity 


China presents the world's greatest potential for growth in the Information Age. Fast-rising disposable incomes and rapidly-expanding Internet 
use point to enormous opportunities. But China's Internet industry has been held back by a lack of infrastructure and services — until now. 


A Powerful New Brand 

The Sun Hung Kai Properties Group, one of Asia's leading blue-chip corporations, is launching 
SUNeVision — a powerful new company designed to be Asia's best provider of premium-quality 
Internet infrastructure & services. 


Combining a range of technology and Internet businesses, including leading-edge infrastructure 
companies, Business-to-Consumer and Consumer-to-Consumer Internet services, and investments 
in venture copital and incubator projects, SUNeVision covers the full spectrum of infrastructure 
and Internet-enabling technologies. 






Expansion will be rapid with roll-out to Shanghai, Beijing, Guangzhou and Shenzhen this year. 


SUNeVision has the capital, the quality, the capability, and the commitment to become Asia's á 
premier vertically integrated Internet services company. 


sun@vision 


www.sunevision.com The new technology arm of Sun Hung Kai isda’ 
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Tony Blair, constitutional engineer, is trapped by his own reforms 


RITAIN’S prime minister sometimes ad- 
mits that he has been too slow to “de- 
liver”. But one part of New Labour’s pro- 
_. gramme has been introduced at a cracking 
pace, In his first two years in office, Tony Blair 
more or less created a new constitution for 
~ his country. He pushed more than a dozen 
constitutional bills through Parliament. 
Among other things, these bills reformed the 
House of Lords and devolved power to Scot- 
land, Wales, Northern Ireland and London. 
On the seventh day, he hoped to rest, or at 
least to move on to other good works. In- 
stead, the reforms have blown up in their 
creator’s face. 

This week’s big bang went off in London. 
The running of the capital city has been 
shared between its 33 boroughs and central 
government since Margaret Thatcher abol- 
ished the Greater London Council (etc) in 

1986. Thanks to Mr Blair and his reforms, 

London will soon have its first directly 

elected mayor. Its citizens are to cast their 

‘votes next May. But not many Londoners are 

“now inclined to thank the prime minister for 

~ this. The goodwill Mr Blair earned by giving 

them back a government has been cancelled 

out by the means he used to prevent his 

party from selecting the candidate mostof its 
members wanted. 

Ken Livingstone, the popular former 
leader of the Gic, may still be a candidate in 
May. He was pondering, as The Economist 
went to press, whether to run as an indepen- 
“dent. But his hopes of becoming the Labour 
candidate were extinguished on February 
; ~-2oth; when the party announced the result 
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of its internal election. Had this been a sim- 
ple matter of giving each London member 
one vote, “Red Ken” would have won. He 
collected 54.9% of members’ votes, com- 
pared with the 35.3% of his main rival, the for- 
mer health secretary, Frank Dobson. But 
party managers had devised an electoral col- 
lege, giving equal weight to mrs and to affili- 
ated trade unions, the transparent purpose 
of which was to deliver victory to Mr Dob- 
son, It did so by such a tiny margin—51.5% to 
48.5%--that Mr Livingstone promptly pro- 
nounced the result “tainted” and invited Mr 
Dobson to withdraw. 

Naturally, Mr Dobson will not with- 
draw. And it would be hard for Mr Living- 
stone to run against his own party. If he did 
so, he and any party member who backed 
him would be expelled. He had promised (in 
private correspondence that Labour was 
swift to publish) to accept the electoral col- 
lege’s verdict, no matter how narrow. He is a 
loyal party man: more loyal, he often im- 
plies, than the inventors of “New” Labour. 
Besides, he might not win. It is true that an 
opinion poll by 1cm for the Evening Stan- 
dard indicated that he would collect 50% of 
Londoners’ votes as an independent, com- 
pared with 22% for Mr Dobson and 15% for 
the Tory candidate, Steven Norris. The pro- 
blem for Mr Livingstone is that these num- 
bers would change as indignation at the rig- 
ging of the selection procedure abated. 
Lacking money and a party machine, he 
might merely split the Labour vote and let in 
Mr Norris. 

That would be a disaster for Mr Living- 


stone and Mr Blair alike. But even if the for 
mer decides not to stand, the latter has little 
togloat about. Mr Blair has paid a big penalty 
for his refusal, firstin Wales and now in Lo 


_don, to let local party members select the 


own leaders. In Wales last year he used an 
electoral college to put Alun Michael, a ca 
net colleague, into the top job in place of the 
more popular rival, Rhodri Morgan. Partly 
for this reason, in last May's ‘election for t 


“new Welsh Assembly, Labour was defe er 


inancient strongholds such as Rhondda 


‘Islwyn and failed to win a majority of s 


This month it ended up having to replace 
Michael with Mr Morgan anyway. 
No psephologist can. predict how 
sakery will affect 
ndon, which matters a good 


‘deal more. What is beyond doubtis the bl 


that the Livingstone affair has administ 
to Mr Blair’s standing as a constitutiona 
former. The devolution of power, initially 
popular cause, has become associated in t 
public mind with the prime. minister's re- 
fusal to let power go'and his ready resort to 
shoddy stratagems: to get his way. Even 
Scotland, where there was no quarrel abo 
the choice of Donald Dewar as Labou 
leader and Scotland’s first minister, devolu 
tion has beeria disappointment. Anicm po 
in the Scotsman this. week found tha 
though 48% of Scots thought that devoluti 
was a good idea, only 37% thought that he 
new Parliament. in Edinburgh had 
good in practice, and 41% said that it had 
made nodifference. 
In some ways, reform of the House of 
Lords has backfired too. Indeed, the two is- 
sues became entwined in midweek, when 
the upper house insisted, in defiance of ga 
ernment wishes, that candidates for Lon 
mayor should be allowed to send out cam- 
paign literature at public expense. Having 
tried so blatantly to block Mr Livingstone. 
said one peer after another, the government 
was now seeking to deprive him of publici 
if he ran as an independent. Who are the un- 
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elected Lords to thwart the government's 
will and defy convention by meddling thus 
with secondary legislation? After all, crowed 
Lord Onslow, one of the few hereditary 
peers to have survived Mr Blair's cull of the 
breed, we are legitimate now that the prime 
minister says he has reformed us. 


Cui bono? 

Rebellion, ingratitude and endless bother. It 
is ironic that Mr Blair’s experiment in con- 
stitutional reform should have come to this. 
Mr Blair inherited much of his constitutional 
programme from his predecessor, the late 
John Smith, and was never especially keen 
on it himself. Events have vindicated his 
prejudice. Governing the Labour Party, to 
say nothing of governing Britain, was un- 
doubtedly a simpler matter before Mr Blair 
began to tinker with the constitution. More 
galling still, every one of his reforms, from 
creation of the devolved parliaments and as- 
semblies to the eviction of most of the 
hereditary peers, has fed demands for more: 
for regional parliaments in England, greater 
powers for Wales, an elected upper house 
and even the creation of a separate English 
parliament. 

Especially after the war against Mr Liv- 
ingstone, in which the only sort of victory Mr 
Blair can expect is Pyrrhic, it must all seem a 
terrible mistake. Perhaps it was—for the gov- 
ermment. Then again, constitutions ought 
not to be reformed in order to make life eas- 
ier for the government of the day. The fact 
that devolution has not worked as Mr Blair 
expected it to is the strongest reason for hop- 
ing that it might one day work as it should. 
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Scottish politics 


How liberal? 


EDINBURGH 


RITISH political commentators have 
long taken it as read that the Scots are a 
lot more left-wing and tolerant than the Eng- 
lish, citing as proof the fact that during the 
yearsof Conservative government from 1979 


that liberal either. And that is 
alarming him, for the devolved 
Scottish administration, a co- 
alition of Labour and Liberal 
Democrats, has become deeply 
embroiled in a row about ho- 
mosexual rights. 

A big survey of Scottish vot- 
ers’ attitudes on a broad range 
of issues was conducted by aca- 
demics from Edinburgh, Strath- 
clyde and Aberdeen univ- 
ersities during last year’s 
Scottish Parliament elections. 
The results, which were due to 
be published on February 25th, 
offer some striking compari- 
sons with similar surveys of 
English opinion. 

The survey has turned up 
some evidence of Caledonian 
left-wingery. Scots, rather more 
than the English, think that in- 
come and wealth should be re- 
distributed towards ordinary 
working people and, toa much 
lesser extent than the English, they do not 
think that welfare benefits are too high. But 
other results, on attitudes to enterprise and 
state ownership of business, suggest that 
Scottish opinion is much the sameas, or even 
slightly to the right of, public opinion south 
of the border (see table). 

The Scottish National Party was rather 
cheered by these findings, claiming that they 
chimed nicely with its slogan of “enterprise 
and compassion”. The Nationalists, who po- 
sition themselves to the left of Labour, espe- 
cially liked other findings, such as that the 
proportion of voters who agreed that Labour 
looks after working class-interests fell from 
90% to 51% between 1997 and 1999. 

Although the survey does contain some 
good news for Labour, in that the long-term 
trend shows that Scottish opinion, like the 
party, has moved a bit to the right, this will 
not help Labour at all in a difficult by-elec- 
tion to the Scottish Parliament on March 
16th. This contest, in Ayr, where Labour won 
last year with a majority of only 25 votes over 
the Conservatives, is being completely 
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A clause for concern in Ayr 





If homosexuality can be 
discussed in schools just now, 


2" scrap Clause 28? 


KEEP THE CLAUSE! 


FOR A PETITION FORM CALL 0845 271 0040 


dominated by rows over homosexual rights. 

Much to the surprise of Donald Dewar, 
the Labour leader of the Scottish administra- 
tion, his plan to abolish a discriminatory 
law, known as Section 28 or Clause 28, which 
bans the “promotion” of homosexuality in 
school teaching, has run into a wall of oppo- 
sition. Despite survey findings which show 
that only a quarter of Scots think that homo- 
sexual sex is always wrong and that the Scots 
are more tolerant of homosexual lifestyles 
than the English, the campaign to stop aboli- 
tion of the clause has become much more 
vociferous north of the border than it is in 
the south. Tolerance is one thing, but teach- 
ing children that homosexuality is fine is far 
beyond the pale. 

Cardinal Thomas Winning, leader of the 
Roman Catholic church in Scotland, along 
with all the tabloid press, including the La- 
bour-supporting Daily Record, are demand- 
ing that Section 28 be kept. Worse still for Mr 
Dewar, Brian Souter, millionaire chairman 
of Stagecoach, a big transport company, is 
bank-rolling a “Keep the Clause” campaign. 





to 1997 the Scots returned increasing 
numbers of Labour and Liberal 
Democrat mMps to Westminster. 
That, indeed, was one reason why 


| Left a bit 


— Mr Souter has plastered advertising 


the creation of a devolved Scottish 
Parliament was argued to be neces- 
sary, so that this different political 
and social culture could flourish. 
But now that devolution has ac- 
tually happened, what the Scots 
really think is starting to emerge. It 
turns out that the Scots are not as 
left-wing as the pundits supposed. 
That should be good news for Tony 
Blair, who is regularly accused in 
Scotland of being too right-wing. But 
italsoseems that the Scots are not all 


68 








| hoardings in Ayr with posters 
% agreeing that: which can only benefit the Conser- 
Scotland England |  vatives, the one party that is op- 
| Benefits for unemployed people are too high 33 47* posed to abolition of the clause. In- 
and discourage them from finding jobs deed, the Tories began their 
3 

| Income and wealth should be redistributed 60 38* by-election campaign on February 
towards ordinary working people 23rd by accusing Labour of wasting 
Private enterprise is the best way to solve 29 28t time and effort on abolishing Sec- 
Britain's economic problems tion 28 while ignoring matters such 
Major public services and industries ought to 39 41t as unemployment, crime, and the 
| bein state ownership health service. This may well be the 
Homosexual relations are always wrong 24 25t most telling argument in the by- 
People in Britain should be more tolerant of 59 47t election, for the one thing that voters 
those who lead unconventional lives value, whether a party is left-wing 

Sources: Scottish Parliamentary Election Survey 1999; *1998 11957 or right-wing, is competence. 

British Social Attitudes Survey 1998; British Election Survey 1997 
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Health 





_Milburn’s balancing act 


Despite promises of higher spending and reports of a new management 
structure for the National Health Service, the job of rationing health care will 


remain both difficult and unpalatable 


HEN the Conservatives were in office, 
V the Labour Party, doctors and nurses 
i had a consistent complaint about the Na- 
tional Health Service. Penny-pinching man- 
agers and civil servants had too much say in 
how the nus was run, and doctors and 
~nurses:-had far too little. Under Labour, all 
this is supposed to be changing. After a cou- 
ple of tight years, there is now to be less 
pinching of pennies, because spending on 
the nus is due to increase sharply in the next 
three years. And this week Alan Milburn, the 
health secretary, was said to be striking a 
blow for health professionals against the 
men in grey suits. In a “top-to-toe revolu- 
tion”, Mr Milburn is thought to want a new 
“modernisation board” of “hand-picked” 
doctors and nurses to replace the existing ex- 
ecutive board of civil servants. The Nus’s 
chief executive, Sir Alan Langlands, has an- 
nounced his resignation. 

But how much will the revolution 
change? Like it or not, whoever is in charge of 
the nus has to choose how scarce resources 
are allocated among ever-increasing de- 
mands, Using the price mechanism to limit 
demand is out of the question. Medical care 
is free. The price of prescription drugs, for 
those who have to pay, is fixed (now £5.90, 
the charge will soon rise to £6). Although the 
Department of Health dislikes the word, “ra- 
tioning” is now the principal task of the 
NHS’s managers. 

Of course, rationing has been part and 
parcel of the nus since its birth in 1948. Every 
budget deal in cabinet, every clinical guide- 
line and the price paid for every drug limits 
the range of nationalised health care on of- 
fer. Until recently, however, there was an im- 
plicit bargain between doctors and civil ser- 
vants. The bureaucrats set the overall budget; 
butdoctors, in hospitals and in surgeries, de- 
termined how the money was spent. 

This bargain has been breaking down, 
not. because of the heartlessness of civil 
servants but because of a clash between 
scientific advance and budgetary cost. 
Doctors’ autonomy is being under- 
mined as innovative technologies, 
the proliferation of new (and 
costly) drugs and insatiable de- 
mand for medical services con- 
spire against cost containment. 
Witness last year’s unprece- 
dented decision by Frank Dob- 
son, Mr Milburn’s predecessor, 
torestrict the use of the anti-impo- 
tence drug Viagra. Other costly drugs 
and procedures such as hip replacements 
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are under review. 

On topof rationing across the country as 
a whole, there is a lot of “postcode prescrib- 
ing’: local variation in what the NHs pro- 
vides. Much of the vilification of the Tories 
stemmed from their introduction of an “in- 
ternal market” in the nus, an attempt to rec- 
oncile rising demand and limited supply. 
This pointed up the fact that some local 
health authorities restrict, or do not provide, 
procedures such as in-vitro fertilisation, cos- 
metic surgery and renal dialysis. 

The government, while notably silent 
about the ways and means of rationing, 
must nevertheless address its effects. It has 
promised to shorten hospital waiting times 
and to increase the number of acute-care 
beds. It also wants to minimise regional dif- 
ferences in provision. But although the pros- 
pective increase in health spending will ease 
some difficulties, neither it nora new “mod- 


ernisation board” will remove the need for: 


rationing. And as long as local health au- 
thorities retain their autonomy, regional va- 
riations in provision will persist. 

In theory, the new National Institute of 
Clinical Excellence (nice). should make the 
delivery of health care more uniform and 
shield rationing from the political arena. 
This was created last year to appraise treat- 
ments, recommend standard protocols and 
expedite the introduction of therapies pro- 
ven both beneficial and cost-effective. 

In practice, however, pronouncements 
from mice could make health authorities’ 
problems more acute. “We're arming our- 
selves for centrally directed instructions,” 
says Gill Morgan, the chief executive of the 
Eastand North Devon health authority. If, as 
expected, NICE recommends the use of beta 
interferon in the use of multiple sclerosis, the 
authority will be under pressure to offer this 
expensive drug. “It will be interferon or keep- 
inga community hospital,” says Ms Morgan. 











the government on the way forward. Th 


owider public consultation. Greater access t 
medical information, patients’ advoc 
groups and media scrutiny are flushing r 
“ tioning out into the open anyway. 






































“| can *treconcile the two.” 
“NICE Cannot make judgments between 
two goods,” says Stephen Thornton of the 
nus Confederation, an advocacy. group. 
“Postcode prescribing will continue.” Nor 
can the institute dispense the cash needed to 
pay for the rapidly rising number of pr 
scriptions: the bill for drugs rose by mo 
than 70% between 1987 and 1997. 

In deciding which treatments. to keep 
and which to scrap, health-service manage! 
čan use numerical guides such as “quality 
adjusted life years”. But a more basic que 
tion ist where ‘should. such decisions: be 
taken? Should vital treatment decisions b 
left-to- appointed local health-service mai 
agers? Or should the governmentseek a co 
sensus on priorities and define more pr 
cisely whatthe nus ought tosupply? 

Opinion is split. David Hunter, a profe 
sor of health policy.at Durham Universit 
thinks that the government ought not toset 
national health-care “menu”. Many doctor 
Aowever, are not so sure. The Royal Colleg 
of Physicians is among those calling fora 
independent national commission to advise 


British Medical: Association. also seeks to 
make: rationing more transparent throug! 


How about letting the NHS’s custome! 
decide what the service should and sho 
not do? This can get messy. The Ameri 
state of Oregon was among the first, in 198¢ 
to come to some collective understand 
about which medical services participant 
in its Medicaid programme could expect to 
receive. Crafting the list, an exercise best 
suited to armchair ethicists, was prone to. 
false starts and court challenges. But eventu- 
ally the state identified some 600. conditions 
and treatments that would be paid for: . 

Other countries, including Denmar' 
Sweden and New Zealand, have faced the is 
sue head-on, establishing national advisor 
bodies to report on medical priorities. Thes 
efforts have had mixed success, but the 
have served to galvanise public opinion. 

Britain’s politicians are reluctant to ge 
into a public scrum with clinicians, healt 
managers, clergy, laymen and soon, Perhaps 
they should: then at least Britons would 
know what they could expect from the NHS, 
and could not complain that they had had 
no say in it. At least Mr Milburn seems less 
reticent than his predecessors in. ac- 
knowledging that hard choices abou 
treatments are inevitable. Though i 

may make his civil servants shud- 
> der, he has even used the dreaded. 
7  rR-word. The nus can never be 

truly comprehensive; but frank 
talk about rationing might make it 
more comprehensible to its users. 
ecient | 











| Tony Quixote finds his windmill 


$ 

NCE in every generation, said Tony Blair last October, the 
| case for Britain in Europe needs to be remade. To that end, the 
| prime minister travelled to Ghent this week, carrying the good 
| news that he feels roughly the opposite of how Margaret Thatcher 
started to feel after turning against Europe in her notorious Bruges 
speech of 1988. But does the case for Britain in Europereally have to 
be remade in every generation? As Mr Blair knows, no serious 
party in Britain, not even the Conservative Party under William 
Hague, advocates leaving the eu. Mr Blair pretends otherwise only 
| because he finds it easier to make the general case for Britain’s Eu 
| membership, which is no longer in question, than to make the case, 
| for joining the single currency, which remains to be decided. 
This preference may make some 

| tactical sense. The case for joining the 
| euro is a hard one to make while the 
| new currency is so weak. Back in Oc- 
| tober, at the much-delayed launch of 
the all-party “Britain in Europe” cam- 
paign, opinion polls showed 27% of 
Britons for joining and 58% against. 
Since then, the proportion in favour of 
the euro has fallen to 24% and the pro- 
portion against has risen to 63%. No 
wonder Mr Blair finds it more conge- 
nial to argue the general case for Eu- 
rope instead. The trouble is that doing 
so chokes off serious debate about the 
merits of monetary union. 

Mr Hague’s new idea of touring 
around provincial town centres with 
a white lorry, trying to drum up sup- 
port among bemused shoppers for his 
“Save the Pound” campaign, is a dire 
stunt that prompts mirth and pity in 
equal proportions. But at least the 
Tory leader and his party are putting 
one side of the case in a quarrel that 
| Britain will need one day to resolve. 
| Mr Blair, on the other hand, has in- 
structed his ministers to wage war 
against an army of phantoms. One 
| after another, the prime minister's 
| men popupon public platforms toex- 
plain how beneficial it is for Britain to trade with the continent of 
which it is an archipelago. 

Who ever doubted it? Did anyone in Britain really need Ste- 
| phen Byers, the trade and industry secretary, to remind them, as he 
| hasjustdone at yet another relaunch of the Britain in Europe cam- 
i 


paign, that millions of jobs depend on Britain’s access to the main- 

land? And since no main party in Britain argues against Britain 
| staying in the ev, why—if it is not simple scaremongering—has 
| Britain in Europe chosen tocall its latest campaign “Out of Europe, 
| Out of Work”? It so happens that in this particular case the scare- 
| mongering turned to farce. Britain. in Europe was forced to apolo- 
| gise for over-selling the findings of a study it had commissioned 
from the National Institute for Economic and Social Research 
| (resp). This sober piece of work, suggesting that about 175,000 
jobs might be at temporary risk in the unlikely event of Britain 
pulling out of the ev, was trailed as a warning that 8m jobs could 
| vanish, But even without this “wilful distortion of the facts”, as the 
| NvesR’s indignant director was moved tocall it, the exercise would 
have been questionable. What is the purpose of quantifying the 








cost of a divorce that neither the rest of the £u, nor Britain’s gov- 
ernment, nor its opposition, either want or expect? 

The Britain in Europe campaign does not have an answer. Allit 
has is a soundbite. The soundbite is “slippery steps”. Thus, on 
Monday, at a press conference, the Liberal Democrats’ Treasury 
spokesman, Matthew Taylor, found Britain at “the heart of Eu- 
rope” but also poised at the top of a “slippery staircase”. If it lost its 
footing it would tumble down and end up as “the outcast of Eu- 
rope”. Thus, on Wednesday, in a newspaper article, the former 
Tory chancellor, Kenneth Clarke, said he was alarmed by the dan- 
ger of Britain falling down the “slippery steps” that would lead it 
from being (guess where) at “the heart of Europe” and make it 
(guess what) “the outcast of Eu- 
rope”. Opposing the single cur- 
rency, says Lord Marshall, Britain 
in Europe's chairman, amounts to 
the same thing as opposing the ev 
itself. It means that you are leading 
Britain “towards the exit door”. 

What nonsense. For a start, the 
prospect of Britain leaving the ev 
is not only remote, it is infinitesi- 
mal. Perhaps a few members of Mr 
Hague’s shadow cabinet harbour a 
secret desire todepart. But, ifso, itis 
the desire that dares not speak its 
name. The Tories are far from 
power and—not least because of 
the fate that befell Lady 
Thatcher—would not dare to ad- 
vocate leaving the eu even if they 
won it. Since Mr Hague has stated 
plainly many times that he would 
not withdraw, he has every right to 
complain that Mr Blair is “trying to 
link the mainstream majority who 
want to keep the pound with the 
extremist minority who want to 
leave the Eu.” 

Besides, the argument that 
Britain cannot be a good European 
if it rejects the euro has an obvious 
flaw. The flaw is that Britain is not 
in the euro. Indeed, not only is Britain not in the euro, but Mr 
Blair—having set out five economic tests that must be met first 
has set no date for entry. Indeed, not only has he set no date for en- 
try, but he will not even promise to join in the lifetime of the next 
Parliament. And yet in Ghent he had the brass neck to make a 
speech all about how good a European Britain had become under 
New Labour. Under his leadership, Mr Blair said, Britain was no 
longer repeating its post-war pattern of hesitating on Europe. It 
had already put itself at the heart of the European debate on de- 
fence and economic reform. 

In Ghent, Mr Blair says that Britain has at last chosen to mingle 
its destiny with the eu. Back home, he says that Britons are so hos- 
tile to the Eu that they are poised to withdraw. The truth is more 
mundane. Although the £v is not much loved in Britain, quitting is 
noton the agenda—uniless Mr Blair unwittingly puts it there by his 
exaggerations. What Britons are discussing is whether, while stay- 
ing in the ev, they should also join the single currency. Instead of 
taking part in this debate, Mr Blair pretends that the question itself 
is illegitimate. It is no way to remake the case for Europe. 
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VIEWPOINT 


Special Edition 


A timely message to Commerzbank’s 
international clients and shareholders 


A premier 
European universal | 


bank with global 
sales reach 





Thanks to the wealth of international experience and 
knowledge built up over 130 years, Commerzbank 
is mastering the challenges posed by the accelerating $ 
pace of change in the international marketplace. 
Today, Commerzbank is enhancing its comprehen- 
sive service potential for a growing clientele around mm=musz= 
the world, including the use of technologies such as 
the internet and e-commerce. 


International presence: 


Almaty, Amsterdam, Antwerp, 
Atlanta, Bangkok, Barcelona, 
Beijing, Beirut, Bratislava, Brno, 
Brussels, Bucharest, Budapest, 
Buenos Aires, Cairo, Caracas, 
Casablanca, Chicago, Copenhagen, 
Dublin, Geneva, Gibraltar, Grand 
Cayman, Hong Kong, Istanbul, 
Jakarta, Johannesburg, Kiev, 
Labuan, London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, Minsk, 
Moscow, New York, Novosibirsk, 
Paris, Prague, Rio de Janeiro, 
San Francisco, São Paulo, Seoul, 
Shanghai, Singapore, St. Peters- 
burg, Sydney, Taipei, Tashkent, 
Tehran, Tokyo, Toronto, Warsaw, 
Zagreb, Zurich, 


Focus on WesTERN Europe. Our business 
is global, but the events of the past decade 
in Europe, especially the creation of the 
euro-zone, have opened up new opportuni- 
ties for our broad scope of banking, finance 
and investment services. 


These services range from our commercial 
banking activities such as trade finance, 
correspondent banking and money market 
operations to investment banking, highlighted 
by our systematic organic expansion in 
global equities and bonds as well as rapid 
growth in asset management. Moreover, our 
client-oriented service spectrum encom- 
passes activities as diverse as syndicated 
lending, asset securitization, structured 
acquisition finance, brokerage, M&A and 





global custody. Commerzbank branches, 
subsidiaries and representative offices are 
active in nearly all major markets. 


Western Europe is also the focus for expan- 
sion of our direct banking subsidiary, com- 
direct which, with 300,000 customers, is 
Europe's biggest direct brokerage firm. 
New comdirect operations will also serve 
markets such as the UK, France, and Italy. 


Our Giosat SALES NETWORK IN BRIEF. 
As an international financial institution of 
long standing, the Commerzbank Group is 
at home beyond Western Europe in decisive 
markets around the globe with 60 outlets 
in 45 countries. 


In Central and Eastern Europe, for instance, 
Commerzbank is well established with 
operations in Hungary, Poland and the Czech 
Republic, and has representative offices 
elsewhere in Eastern Europe, including key 
locations in the CIS republics. 


In Tokyo, we operate a branch as well as 
two investment banking subsidiaries. In 
Korea, we hold a major stake in Korea 
Exchange Bank. Our branch and subsidiary 
Commerzbank (South East Asia) Ltd. in 
Singapore play pivotal roles for the Group's 
operations in South East Asia. 


In the U.S., Commerbank has long been 
present with branches in New York, Atlanta, 
Chicago and Los Angeles, and operates a 
successful asset management subsidiary in 
San Francisco, Montgomery Asset Manage- 
ment. 


EARNINGS GROWTH OVER 20% ın 1999. 
Following strong results in 1998, the 
Commerzbank Group boosted its pre-tax 
profit (IAS) in 1999 to around €1.5 bn, a 
healthy overall rise of some 20%. Notable 
were a growth in fee income of 30% and an 
advance in total assets to over €380 bn. 
Also good news for our more than 400,000 
shareholders: the year’s solid performance 
will enable Commerzbank to increase its 
dividend slightly to €0.80. 


For complete information about Commerzbank, 
please contact the Corporate Communications 
Department, Frankfurt, Germany. 

Fax +49 69 136 - 298 05; www.commerzbank.com 
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BUSINESS 


In their dreams 


TOKYO 


Sony claims to be an Internet company. It isn’t yet 


N 1995, a couple of months after being 

plucked from relative obscurity to become 
Sony’s boss, Nobuyuki Idei coined a phrase 
to describe what a reinvented Sony should 
stand for. Mr Idei’s slogan, a masterpiece of 
that strange idiom known as “Japlish”, was 
“digital dream kids”. Whether anybody, in- 
cluding him, knew what he meant is uncer- 
tain, but next week’s Japanese launch of the 
PlayStation 2 (ps2), Sony’s new games con- 
sole, probably gets close. 

Not since Windows 95 has the launch of 
a consumer-technology product generated 
quite so much hoopla. Hardly had the 
chimes of midnight died away last Friday, 
the moment when orders for the ps2 could 
be placed online, than Sony’s website was 
swamped. When the site eventually came 
back up, they continued at an average of 
500,000 hits a minute. 

You can see why. In five years, Play- 
Station has become nearly as dominant as 
Windows, with more than 70% of the com- 
puter-games market and sales of almost 80m 
units. The ps2 offers a jump in performance 
and versatility. Thanks to two new semi- 
conductor chips, the “Emotion engine” 128- 
bit processor and the massively parallel 
“Graphics Synthesiser’”, it promises the qual- 
ity of film. Sony claims it can depict, in real 
time, even subtle facial expressions and the 
fluttering of clothes in the wind. 

Taking advantage of the ps2’s pvp 
player, which can show recorded films, 
games-software developers will be able to 
exploit far richer and more detailed graphics. 
Engineers at Sony Computer Entertainment 
(sce), the games division, believe that, even 
five years from now, ps2 will have better 
graphics than high-end pcs. Next year, ps2 


will get a software upgrade that will letit plug 
into digital cable networks, transforming it 
intoa broadband Internet-access device that 
can download games, films and music 
(mostly Sony's own, the company hopes). 

To say that Sony has a lot riding on the 
ps2 is an understatement. sce is a high-mar- 
gin oasis in the low-margin consumer-elec- 
tronics desert. In the past financial year, 
PlayStation and its games contributed 38% of 
operating profits on about 12% of group sales. 


Sony’s play 

The risk is not that people shun the new 
PlayStation, but that Sony’s execution falls 
short. Sony will lose money on every box it 
sells, until it can reduce its size and complex- 
ity. The plan is that, although profits might at 
first suffer, the PlayStation money machine 
should be back in swing by the end of the 
year, when it will go on sale in America and 
Europe. But that is not guaranteed, The 
Graphics Synthesiser chip is proving unex- 
pectedly expensive to make. If, as rumoured, 
it generates more heat than it should, Sony 
might have to add more cooling. 

Even that is not the biggest uncertainty. 
The ps2 is a symbol of Sony's reinvention as 
an Internet company, the basis of the recent 
re-rating of its shares. One of Mr Idei’s early 
goals was to revive a languishing share price. 
Initially, he struggled; but since the start of 
1999 Sony’s market value has more than tri- 
pled (see chart on next page), to ¥12.5 trillion 
($12 billion) despite a slump in profits 
caused by thin margins in consumer elec- 
tronics and the strong yen. Much share-buy- 
ing has come from American and European 
investors who liked what Sony’s managers 
were saying about designing networks of in- 





terconnected devices, and using the Internet 
to merge content and hardware into a single 
value chain. 

Sony, these investors reckoned, was the 
first big Japanese company that had really 
“got” the Internet. With its innovation, its 
sense of how consumers react to technology, 
its market leadership in audio-visual gad- 
gets, and its interests in films, television and 
music, few companies seemed better placed 
to ride the next wave of the Internet—the 
transition from a largely text-based web to 
one rich in sound and video. Whenever pos- 
sible, the self-consciously “visionary” Mr 
Idei would refer to Sony as a “broadband” 
company. If there were gaps in Sony’s portfo- 
lio, a rampant share price would surely give 
Mr Idei the means to fill them by acquisition. 

It all sounds quite convincing. But some 
Tokyo-based analysts, such as Jardine Flem- 
ing’s Masami Fujino, wonder how much 
substance lies behind the hype. Ms Fujino 
gives Sony credit for having embraced the In- 
ternet, but questions whether the company 
has really done enough to change its busi- 
ness model. 

Mike Morimoto, who is in charge of 
Sony’s investor relations, insists it has. He 
says Sony now thinks only about devices 
that work together, and not, as in the past, 
about stand-alone products. The electronics 
business has been reorganised into a home 
network company, a personal rr network 
company, and a core technology and net- 
work company. The idea is that Sony’s inno- 
vations will tie all these bits together. Local 
connections will come from such products 
as i.LINK Cable and the “memory stick”, a re- 
cording medium. Three main appliances 
can then link the household to the network: 
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the vaio rc, Trinitron digital rvs or Sony set- 
top boxes, and PlayStation 2. 

Look closely, however, and there is less 
to this grand vision than meets the eye. The 
vaio (it stands for video-audio integration 
operation) desktop pcs and laptops are 
pretty things—among computer makers, 
only Apple has such design flair, albeit of a 
wackier variety. Sony’s machines have a few 
features that are especially adept at handling 
sound and video files. But beneath the ele- 
gant surface they are 90% Toshiba-made and 
built to the Wintel standard. In other words, 
despite Sony’s valiant efforts, they are com- 
modity items. 

So too are Sony’s set-top boxes. In Britain, 
they are actually given away by digital-rv 
service providers. Whether Sony can brand 
its boxes will depend as much on the deals it 
does with cable and satellite-rv firms as on 
whatis in the set-top box. Discouragingly, in- 
novation in this area has recently come from 
Silicon Valley start-ups such as TiVo and Re- 
play rv, rather than from Japanese electron- 
ics companies. 

All of this raises the stakes for the ps2. 
Which makes it even more baffling that Sony 
has decided not to equip it with a modem 
and browser software from the outset—un- 
like Sega’s rival DreamCast machine. The 
risk is that, although ps2 may match the 
popularity of its predecessor, it will never es- 
tablish itself as a device for gaining access to 
the Internet. Mr Morimoto justifies the omis- 
sion by observing that today’s dial-up mo- 
dems are unsuited to Sony’s high-quality au- 
dio and video technology; he also stresses 
the market-leading graphics of the ps2 itself. 
As a means of surfing the web, the ps2 must 
wait, because broadband connections are 
essential for what Sony wants to do. 

This sounds fair enough, except that no- 
body knows how fast consumer broadband 
will take off. Even in America, most home- 
based web-users will still be using narrow- 
band connections in five years’ time. Else- 
where, the move to broadband technologies 
such as cable modems and digital subscriber 
lines could take even longer. Not least in Ja- 
pan, where the Internet got off to a slow start 
and wireless services, such as DoCoMo's i- 
mode, are the popular way on to the web. 
Nor is Sony in a strong position to speed 
things up. Unlike such rivals as Matsushita 
and Philips, which are big forces in the tele- 
phone-equipment market, it has no relation- 
ships with telecoms companies. 

Past experience of the Internet suggests 
that if Sony waits for broadband to become 
widespread before turning its network vi- 
sions into reality, others may get there first. 
And investors who have re-rated Sony as an 
Internet share may lose patience. 

Worse, just as Sony’s hardware risks fall- 
ing short of its Internet ambitions, so too 
does its software. Mr Morimoto says Sony 
will create an Internet portal from which 
movies and music can be downloaded and 
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played on special Sony devices. As an exam- 
ple,hecites a new Sony music website for the 
Japanese market that charges ¥300 to down- 
load a hit single on to a Sony Memory Stick 
plugged into a vaio PC. 

Yet such content synergies have eluded 
Sony in the past, notably in its costly adven- 
ture in Hollywood. Why should the web be 
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any different? It is worth remembering that 
Sony first entered the media business be- 
cause one of its founders, Akio Morita, 
thought that the Betamax video recorder 
would have triumphed over the vis format 
if only Sony had controlled the release of 
enough movies. But that is not a view shared 
by many outside Sony. 

Sony is not the first company that, 
thanks to the Internet, has a market valua- 
tion it may not deserve. But whereas other 
such firms are often quick to swap their pa- 
per for assets that might eventually help 
them succeed, Sony seems reluctant to do so. 
Mr Morimoto says firmly that a high share 
price is nota reason for buying other compa- 
nies. The ps2 launch is almost bound to be a 
popular triumph: Sony’ main worry is 
whether it can ramp up production fast 
enough to satisfy those digital dream kids. 
But neither the device nor the company are 
quite as ready for the Internet as a lot of in- 
vestors seem to think. 

a 





Branded goods (1) 


Shrinking to grow 


Business is awful for producers of branded goods. Here we look at how two of 
the most prominent, Unilever and Sara Lee, are trying to cope 


AST September, Niall FitzGerald, co-chair- 
man of Unilever, one of the world’s big- 
gest consumer-goods firms, made what he 
thought was a momentous announcement. 
Instead of continuing with an unwieldy 
portfolio of 1,600 brands, Unilever would 
henceforth concentrate on a mere 400. The 
response? Unilever’s share price, already 
falling, fell faster. Between June 1999 and Jan- 
uary this year, the group's £51 billion ($85 bil- 
lion) stockmarket value shrank by almost 
£20 billion. 

By this measure Mr FitzGerald’s latest 
announcement, on February 22nd, was a 
thumping success. Alongside flat annual re- 
sults that contained only an occasional glim- 
mer of good news, he laid out a plan for how 
Unilever intends tocarry through its strategy 
of brand focus. “It’s all about how we can re- 
shape ourselves for faster growth and ex- 
panded margins,” he says. Unilever's shares 
rose—a little. 

But has the firm really discovered how to 
cope in today’s horrid market conditions for 
producers of branded consumer goods? It 
has not been alone in seeing its market value 
decline, as investors have been beguiled by 
technology, media and telecoms firms. But 
this is at best a partial explanation of the in- 
dustry’s depressed share prices. Companies 
such as Unilever also face difficult questions 
closer to home: notably, how to survive fall- 
ing prices and stiff competition from priv- 
ate-label products, and how to innovate in 
crowded, competitive markets. 


In Europe, these pressures have hit other 
branded-goods firms such as Danone, 
whose shares have fallen from a peak of 
€280 ($307) in the summer of 1998 to €214 
now. America’s food manufacturers, includ- 
ing such household names as Heinz, Kellogg 
and Campbell Soup, have suffered, too, un- 
derperforming the American stockmarket 
by 30% or more in each of the past two years. 

This week the American food industry 
gathered in Florida at what soon became an 





The tide is going out 
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emergency meeting. Some of those present 
suggested that mergers are the way to kick- 
start growth. Others pointed to the example 
of Procter & Gamble, which has tried to in- 
novate as well as to cut costs. 

Mr FitzGerald has a different vision. Un- 
ilever, he says, has to do more than merely 
focus on a streamlined bunch of brands. It 
must also support those brands better, by re- 
jigging its operations from top to bottom. Ina 
massive restructuring, almost one in ten of 
the firm’s 250,000-strong workforce will be 
made redundant by 2004. Its manufacturing 
and supply operations will be rationalised, 
closing 100 of today’s 380 factories. Of the re- 
maining sites, around 150 will become the 
company’s main factories. Underperform- 
ing businesses such as European baking will 
be sold unless they shape up. 

Underlying all this is what Mr FitzGerald 
says is a thoroughgoing embrace of e-com- 
merce. That sounds like a belated effort to 
climb on to the Internet bandwagon. Hardly, 
he retorts: a decade ago, Unilever had a huge 
computer network for sharing internal in- 
formation. Now, reckons Mr FitzGerald, the 
pieces are in place for technology to allow a 
step change in the business. 

Start with Unilever’s business-to-busi- 
ness (B2B) connections. Mr FitzGerald ex- 
pects online activity to transform the way in 
which the firm obtains its products and ma- 
terials. Within two years, he says, half of all 
purchasing will be done on the Internet. He 
hints at several big B28 alliances to come. 
Costs will be driven down by using shared 
service centres whenever Unilever thinks 
that it can exploit its huge size. The result 
should be £1 billion of annual savings by 
2004. A chunk of this will be reinvested to 
support the brands, but most will help to lift 
net profit margins, which are thin for most 
products except the “personal care” scents 
and lotions that are sold under such brand 
names as Calvin Klein (see chart). 

As for reaching consumers, Unilever has 
begun to form a series of web alliances. On 
February 15th it unveiled a $200m joint ven- 
ture with iVillage, an American portal aimed 
at women aged between 25 and 54, who are 
prime consumers of lucrative personal-care 
products. Another alliance will test how 
European teenagers interact with brands on 
the web. Such deals have the feel of a long- 
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term strategy. Whether the Internet can be- 
come a powerful new channel for direct sell- 
ing to consumers is an open question, says 
Mr FitzGerald. Until the answer is clearer, 
Unilever will experiment. 

If Unilever can carry out its strategy of 
radically simplifying its business, the pro- 
mise is that the firm will eventually achieve 
double-digit earnings growth. To underline 
his confidence, Mr FitzGerald this week 
raised the dividend by 17%. He says there is 
good reason to be optimistic. Unilever has 
tested its new brand strategy in markets as 
diverse as France and Brazil, and it seems to 
work. He had better be right. Unilever’s frus- 
trated shareholders are not in the mood for 
more disappointment. 
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Branded goods (2) 


Fashion victim 


NEW YORK 


S THE world’s consumer-goods compa- 
nies restructure, you might have 
thought that one in particular would be able 
to put up its feet. Sara Lee, a $20 billion-a- 
year combine of cakes, coffee, meat and un- 
derwear, has long been a model for the in- 
dustry. Three years ago, the group embraced 
the concept of “weightlessness”, announc- 
ing a $3 billion restructuring plan under 
which it planned to sell many of its factories 
and to turn itself from a capital-intensive 
manufacturer into an asset-free brand man- 
ager. This move to “de-verticalise”, as John 
Bryan, the group’s veteran chairman and 
chief executive, termed it, was hailed at the 
time as a shift into the “knowledge age”. 
Sara Lee has followed the management 
textbook in other ways too. Under Mr Bryan, 
who has been at the helm for 25 years, the 





Fixed assets? 
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group has contracted out much of its back of- 
fice and administration. It has decentralised 
decision-making to give local managers and 
their brands autonomy, and rewarded them 
according to results—a strategy that Coca- 
Cola’s new chairman is belatedly embrac- 
ing. And it has built brands in product cate- 
gories, such as Kiwi shoe polish and Coach 
leather accessories, where they had been 
lacking. The 63-year-old Mr Bryan has even 
ensured a smooth success:on. In January the 
group announced that the current president, 
Steven McMillan, another veteran, will be- 
come chief executive in July. 

Yet, despite seeming to be such a diligent 
student of management thinking, Sara Lee 
has enjoyed scant rewards. On the face of it, 
tne firm has succeeded in becoming more 
weightless. The ratio of fixed assets and net 
working capital to sales has fallen from 31% 
to 24% since 1997. It is wel below that of ri- 
vals, such as Heinz (41%) and Kellogg (54%). 
On the other hand, annual sales growth, 
which was a less-than-sparkling 5.5% over 
the past decade, has slowed to 2.5% since 
1997; and operating profits have grown by 
only 4%a year over the past three years. Most 
worrying of all, the share price has dropped 
by nearly half from its all-time high in 1998, 
reducing the group’s market value to a mere 
75% of annual sales. 

Many consumer-goods companies have 
struggled of late, against a background of 
falling prices and investors’ appetite for 
technology shares. But Sara Lee cannot 
blame all its troubles on extraneous factors. 
Mr Bryan’s bid to turn brand management 
into the group's core competence has left the 
firm an unwieldy conglomerate. It has no 
fewer than five operations in a string of un- 
glamorous, low-growth businesses span- 
ning around 160 core brands and thousands 
of product lines. 

Mr McMillan maintairs that these va- 
ried businesses are driven by the same ex- 
pertise: “selling L’eggs pancy-hose in a de- 
partment store is not different from selling 
Ball Park hot dogs from a stand.” It does not 
look that way to those outside the company. 
John McMillin, a food analyst at Prudential 
Securities, thinks the firm needs to become 
simpler: “It keeps saying that diversifying 
heips, but at some stage it will own a busi- 
ness in every stockmarket category.” 

Sara Lee now has some 200 operating 
companies, each with its own profit centre, 
reporting to head office. It reaps few econo- 
mies of scale, because local managers keen 
to protect their patch run completely inde- 
pendent operations. As the heir-apparent at 
Sara Lee, Mr McMillan observes that initially 
it was hard even to persuade these busi- 
nesses to share packaging systems, because 
“the decentralised culture was so in- 
built...that they thought a sister company 
would overcharge them.” Even today, basic 
functions such as payroll and computer sys- 
tems are not centralised. Mr McMillan is 
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Electronics industry 
Intellectual sparks ignite growth 


For electronics manufacturers, controlling 
costs can make the difference between success 
and oblivion. One way for companies such as 
General Electric, IBM and Philips to trim 
expenses is to move their production to lower- 
cost countries. Another is to cease production 
and outsource entire product lines to contract 
manufacturers such as Flextronics, Jabil Circuit 
and SCL 
Taken together, all of these firms have 
invested billions of dollars in assembly, product- 
ion or R&D operations in Hungary. Why? 

“The availability of highly-skilled, 
motivated engineers and technicians at the 
lowest unit cost," states Tibor Melega, boss of 
ITD Hungary, the country’s inward investment 
agency. He cites a report by the Vienna 
Institute for International Economic Studies 
that puts Hungarian unit labour costs adjusted 
for purchasing power parity at 27% of 
Austria’s, compared with 32% for the Czech 
Republic and 41% for Poland. The institute 
calculates an astounding 71% rise in 
Hungarian industrial productivity between 
1989 and 1998, demonstrating the potent 
combination of Hungarian labour with foreign 
capital and know-how. 

Hungary has a venerable tradition in 
electronics and informatics, including Janos 
Neumann's development of the modern 
computer's conceptual architecture. Later, East 
Bloc central planners allocated significant 
electronics manufacturing and R&D to 
Hungary. "A technological heritage laid the 
groundwork of our human resource base, the 
most important factor for multinationals," says 
Mr Melega. This legacy is also apparent in 
Silicon Valley through the likes of Intel's 
intense chairman Andrew Grove and its 
investment director Leslie Vadasz, both born in 





Hungary. 

In addition to the firms mentioned above, 
Sony, Nokia, Ericsson, Siemens, Electrolux, 
Matsushita, TDK, Clarion, Samsung and 
others produce everything from mobile phones 
to CD players in the country. Increasingly, such 
export-orientated investors are developing 
local supplier networks, a trend supported by 
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fourism from leading Hungaria 


government programs to integrate small and 
medium-sized enterprises with multinationals. 
"In addition to lowering costs, by raising local 
content (including value added by associate EU 
members like Hungary} to 50%, non-EU 
investors gain tariff-free access to 550m EU 
consumers,” says Mr Melega, who also points 
out Hungary's proximity to Europe's emerging 
markets to the east and south, 

As western Hungary's labour markets 
tighten, investors are staking out the country’s 
less developed eastern half, where incremental 
tax incentives are available. Flextronics 
recently broke ground for a plant to employ 
2,500 workers in the eastern city of 
Nyiregyhaza, on top of its three plants in 
western Hungary employing 5,600. 
Meanwhile, Jabil Circuit announced the 
opening of a plant in nearby Tiszaújváros to 
employ 2,000 within five years. 
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But Mr Melega is not content. "Our 
universities must continue to turn out 
engineers and technicians with professional 
and language skills meeting multinationals’ 
requirements,” he declares. And while 
motorways already serve Hungary's industrial 
areas, he emphasises plans to build extensions 
to enable component makers to meet just-in- 
time delivery schedules. As Andy Grove has 
characterised competition in the technology 
sector: “Only the paranoid survive." 


Matavnet 
There's gold in them hills 


One might wonder why investors are piling 
into Matáv shares as the national telecom firm 
prepares for competition in its main business 
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potentially as early as January 2001. 

One reason may be its internet activity, an 
area in which Matáv has proven its 
competitiveness via its fully-owned Matávnet 
subsidiary, “We are the leading internet service 
provider with 45% of the country’s approx- 
imate 120,000 subscribers and half million 
regular users," says Ferenc Hámori, director of 
the company’s multimedia business unit. 
Matav’s cable television operations, with over 
100,000 subscribers, also holds expansion and 
broadband potential. 

The company's market-leading portal, 
Origo, complete with shareware, e-tailing of 
music and books plus soon Matav's own 
products and services, has 70,000 daily visitors 
in a country of 10m people. Matáv also offers 
a licensed Hungarian-language search engine 
based on Alta Vista and Freemail with 260,000 
registered users, both market leaders. 

"We plan to launch a web-enabled 
electronic data interchange (EDI) service for 
small and medium-sized businesses," says Mr 
Hámori. Licensed from GE Information 
Services, the technology allows standardised 
and secure commercial information exchange. 
And in addition to ISDN, Matáv will soon 
offer DSL services, 

So while doing some mining of its own, 
Matáv seems well positioned to sell picks and 
shovels on the road to the internet goldrush. 


OTP Bank 


e-nabling e-commerce 


Despite foreign competition, OTP, 
Hungary's largest bank, intends to maintain its 
leading position in retail, commercial and 
municipal banking. Key to that strategy is its 
launch of cashless payment methods and 
electronic sales channels, which enhance effi- 
ciency and position the bank for e-commerce. 

"Our prospects are excellent," says Gyorgy 
Feny6, managing director in charge of investor 
relations. "A key part of internet commerce is 
secure payment, where we are the market 
leader with 3m bank card holders and an 
authorization system that accepts all 
international cards.” 

OTP is piloting the country’s first virtual 
point of sale terminal, which will enable secure 


MOL 
_ HUNGARIAN OIL AND 
GAS COMPANY 


Contact: Gabor Garamszegi 

1117 Budapest, Október huszonharmadika u. 18 
TelMfax 361 209 0000 / 209 0095 
pressoffice@imol hu 

weew.rnol hu 





purchases via its bank cards and. offer clearing 
services to other retailers. 

Another service, HaziB@NkK, has been 
offering home banking services via the internet 
to OTP's current-account customers since last 
July. "Already 16,000 customers get account 
and financial markets information and execure 
transfers online,” according to Gabor Ljubicic, 
director of electronic distribution, "and that 
number will probably double this year." The 
bank will expand the service to securities 
transactions in August, and later to other 
products of the OTP Group, including 
investment, pension, insurance and travel. Also 
operational is its TeleBANK service, offering 
roughly the same functions as HaziB@NK, via 
telephone. 

"We have all che products thar are 
internationally says Péter Braun, 
deputy chief executive for information 
technology, citing Mobile TeleBANK, which in 
addition to the normal TeleBANK service can 
detail charges in real time by automatic SMS 
and refill clients’ mobile phone chip cards. 

All this is controlled by a Unisys-based IT 
system, which handles 9m accounts and 
supports 15,000 general branch, and up to 
6,000 corporate and municipal, PC terminals. 
“It’s the largest and most advanced system in 
the region," Mr Braun states. 

It needs to be. The bank’s 432 branches in 
Hungary account for 30% of all such units, 
while its network of 1,019 ATMs and 14,066 
point-of-sale terminals represent 50% and 
40% marker shares, respectively, 

One of Budapest's leading stocks, OTP 
marked its 50th year in 1999 by completing its 
privatisation and increasing net income by 
33% to a preliminary Ft28 billion ($118m), on 
an 8% rise in assets to Ft1.8 trillion ($7 
billion). "1999 was difficult for the banking 
sector due to lingering effects of the Russian 
crisis and Hungary’s macroeconomic 
situation,” says Sandor Csányi, OTP’s chief 
executive, "nevertheless, we managed solid 
asset growth and even better profitability 
growth, due partly to our continuing cost- 
control program, including workforce 
reduction." 

"OTP's performance was underpinned by a 
healthy income structure, similar to what had 
been projected," adds Zoltan Spéder, deputy 
chief executive. "The decline in net interest 


available,” 


margins was more than offset by increasing fee 
income.” 

Mr Spéder expects greater profitability this 
year. "The bank continues to enhance its loan 
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a percentage of our balance sheet, targeting the 
retail and medium-sized enterprise sectors," 


OGB Technologies 
Meet the BOSS 


Just after the Berlin Wall fell, when Online 
Global Banking Technologies first developed 
an intricate foreign currency management 
system for Hungarian banks, the firm's 
management may not have guessed that it 
would one day be the country’s market leader, 
They could not have known that they would 
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develop an integrated solution for banking 
over something called the internet. And they 
certainly wouldn't have believed that they 
would present the product at the American 
Banking Association's Conference for 
Community Bankers. But that is what took 
place on February 20-23rd when OGB 
Technologies unveiled NetBOSS, one of the 
most sophisticated such products. 

Differentiating NetBOSS is its ability to link 
to a bank's existing central software operating 
system for interfacing and data exchange. 
Other unique features are dynamic password 
provision via GSM/SMS message and identity 
authentication chip card and hardware token 
solution. "Europeans are more security- 
minded," explains Istvan Szabadfoldi, vice 
president of business development. 

While solution providers for internet 
banking have mushroomed, Mr Szabadféldi 
maintains that few understand banks’ central 
systems, causing interfacing problems. "Our 
advantage is having first developed an entire 
integrated solution for bank core account 
management,” he says. That system, 
CoreBOSS, which is installed in both domestic 
and foreign-owned banks in Hungary, attained 
market leadership partly due to an elegant 
design called Definition Control Language, 
which enables system modification using 


infocapostabank.hu 


Magyar Villamos Muivek Rt. 
Saar rete sige Tey info@ihungarocamion.hu, www hungarocamion.hu THE HUNGARIAN 

HUNGARIAN POWER COMPANIES CID. Unung s INVESTMENT AND TRADE 
1011 Budapest, Vám u. 3-7 Tel‘fax i DEVELOPMENT AGENCY 

Tel 361 201 5455 202 1246 AH Mee 1051 oe Dorottya u. 4 


webmestergimym.hu 
www mymba 











HUNGAROCAMION 
Tel/fax 361 285 5320 / 285 8559 





ogb@imail Lonhine, hu, www.ontine. hu 






Promotional supplement 













This makes CoreBOSS considerably more 
flexible, reliable and cost effective than 
competing systems. "The continuous operat" 
‘onal changes and restructuring of our banking: 
clients in Hungary forced us to develop an 
extremely fluid system," says Mr Szabadföldiz < 
While he sees the marker for internet 
banking growing faster. in Hungary than in, 
Western Europe or the US due to typically Jate 
but accelerated adoption habits, having already 
locked up much of the domestic market, Mro > 
Szabadféldi has set his sights internationally. 
"We are at least as good technologically," he 
says, "so we can offer excellent values”. 
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working on this. 

Worse, although brands were supposed 
to become the firm’s core competence, its 
managers have not shown they can run a 
disparate stable that ranges from well- 
known international names, such as Douwe 
Egberts and Wonderbra, to a vast array of 
small, local ones. Again, decentralisation is a 
problem. Sara Lee’s brands benefit little from 
centralised marketing and are losing shelf 
space as big supermarkets consolidate. 

Where Sara Lee competes directly with 
large and pushy rivals, such as Pillsbury in 
prepared foods or Nike and Reebok in 
sportswear, it often comes off worse. Philip 
Morris, for example, has extended its Kraft 
brand into new products and categories, 
with some success, “Sara Lee” cakes and deli- 


catessen foods still represent only a fraction 
of the firm’s food sales, which are also made 
up of some 30 other brands. Even Mr McMil- 
lan admits that “all of us occasionally wake 
up and say ‘gee, if I could deal myself the 
cards again, I'd deal a different set’.” 

The group has enjoyed some success 
with faster-growing products, such as air- 
fresheners and insecticides. But this has not 
offset the alarming decline in its packaged- 
meat and bakery divisions. And it has been 
slow in expanding into faster-growing geo- 
graphical markets. Only 6% of its sales now 
come from Asia or Latin America. 

This leaves Sara Lee with a range of un- 
palatable options. Given that the firm’s sales 
are half those of Unilever or Procter & Gam- 
ble, only a big merger would catapult it into 





| HEN book-buying on the Internet 

took off, it seemed as if it would 
spell the end of book clubs. Now the story 
looks a little different: not so much new 
technology kills old business, as old busi- 
ness reinvents itself to use new technol- 
ogy for its own ends. 

The problem for book clubs is that In- 
ternet bookshops offer discounted best- 
sellers without demanding any commit- 
ment from their customers. 
Consumers were quick to no- 
tice this. At Doubleday Di- 
rect, which is one of Amer- 
ica’s biggest book-club 
companies, the enrolment 
rate dropped by nearly 10% 
between 1998 and 1999. Ber- 
telsmann, Doubleday Di- 
| rect’s owners, and, with 25m 
members, the largest book- 
club company in the world, 
accordingly rushed into on- 
line retailing. In 1998 it paid 
$200m for 50% of Barnesandnoble.com, 
and last year it launched bol.com in Eu- 
rope. Last December, Time Warner's Book 
of the Month Club and Doubleday Di- 
rect’s Literary Guild announced that they 
were joining forces on the Internet. 

But beyond all the panic and the 
consolidation, bits of the book-club busi- 
ness are finding their way on to the In- 
ternet. Doubleday Direct has employed 
Seth Radwell, an e-commerce man who 
helped launch Bertelsmann’s online re- 
tailing, to run Doubleday Interactive, its 
web arm. Mr Radwell is redesigning the 
book club for the web. 

The old, general-interest book clubs 
are never going to be able to match big on- 
| line retailers on range, or on discounted 
| bestsellers. But Amazon and the others 
will find it harder to compete in special- 





New life in the old club 





interest categories. For those niches, 
where newspaper reviews and bestseller 
lists are irrelevant, recommendations are 
particularly important; and the online 
booksellers’ automated “people-who- 
bought-that-also-bought-this” systems 
are unsatisfactory. Book clubs have peo- 
ple, not software, to make recommenda- 
tions. Book clubs also have a different 
business model: they are not distributors, 
but licensed by publishers to 
produce their own editions. 
This enables them to dis- 
count all books, and not just 
bestsellers. 

The Internet even offers 
book clubs some advantages. 
It makes launching specialist 
clubs cheaper, because small 
audiences are easier to find. 
Mr Radwell is adapting the 
business so that it can exploit 
this. Among Doubleday Di- 
rect’s new and upcoming 
products are Venus (erotica for women), 
Black Expressions (for black families), 
Mango (for young women), Rhapsody (for 
romance) and a gay-and-lesbian club. 

The early signs are encouraging. Black 
Expressions, for instance, was expected to 
pick up 5,000 members in the three 
months after it went online in October. It 
got 30,000, and has added another 10,000 
since, Doubleday Direct's total enrolment 
through traditional means is still fall- 
ing—it is now down to around 80% of 1998 
levels—but online recruitment is picking 
up fast. This year’s projections show that 
by the end of this fiscal year, in June, the 
Internet should account for nearly a fifth 
of new enrolments, so that total enrol- 
ments should be nearly back to their peak. 
At Bertelsmann, hope is slowly replacing 


panic. 








the first rank of big global branded-goods 
companies. Yet there is no obvious suitor. It is 
hard to find a good fit for its food, household 
goods, food-service and textile operations. 
And the current management would resist 
ceding control as part of what would proba- 
bly be a takeover. 

That may be why Sara Lee has become a 
predator—with, it seems, increasing des- 
peration. In the past six months it has 
launched the first hostile bids in its history, 
first for Chock full o’Nuts, a coffee company, 
followed by a £104m ($166m) bid for Britain’s 
ailing Courtaulds Textiles. These acqui- 
sitions should temporarily lift sales growth, 
as well as boosting profits through cost sav- 
ings. But countless conglomerates, from 
Hanson to Tomkins, have discovered that 
you cannot create long-term value by ac- 
quiring low-growth businesses, even if they 
are cheaply bought, as Courtaulds will be if 
Sara Lee’s current offer succeeds. Sara Lee’s 
managers should perhaps take a leaf out of 
another popular management textbook and 
break the company up. 
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The art market 


Hammered 


ROM Roman antiquities to Warhol silk- 

screens, much of the best fine art that goes 
to auction passes under the august porticos 
of Sotheby’s and Christie's. Last month 
brought news of a three-year antitrust inves- 
tigation by America’s Justice Department, 
which suggested that there has been almost 
as much art in the two companies’ commis- 
sions as in the auction-room. This week 
Sotheby’s president, Diana Brooks, and its 
chairman and controlling shareholder, Al- 
fred Taubman, both resigned as the firm 
sought to settle the investigation into its al- 
leged collusion with Christie’s. Sotheby’s 
share price, already at a 16-month low, tum- 
bled a further 12% on the news, before re- 
bounding on rumours that Amazon, with 
which it has an online partnership, might 





Going, going, gone 
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bid for the 255-year-old firm. Yet the turmoil 
for Sotheby’s, as for the whole art market, is 
far from over. 

The departures come only two months 
after Christie’s announced the resignation of 
chief executive, Christopher Davidge. In Jan- 
uary Christie’s shocked the art world by an- 
nouncing that it was co-operating with the 
antitrust investigation. Its new managers 
had apparently cut a deal with investigators 
to provide information in exchange for le- 
niency. The investigation could this summer 
result in criminal charges, although there 
may bea settlement before then. 

When Christie’s revised its commission 
structure two weeks ago, art-market observ- 
ers wondered how Sotheby’s would put its 
house in order. As evidence of price-fixing 
mounted, both auction houses were deluged 
with class-action lawsuits on behalf of angry 
collectors and dealers. Damages from these 
private lawsuits could run into the tens of 
millions of dollars. Regulators in the Euro- 
pean Commission, Britain and Australia 
have launched separate investigations. 

It is more than a little ironic that collu- 
sion should have been alleged at a time 
when the art market is booming, Art sales are 
now near their record, as buoyant stock- 
market wealth fuels demand for fine objects. 
In fact, the alleged collusion has its roots in 
the dizzy market of a decade ago. When the 
1980s bubble burst, some customers were 
able to persuade the big houses to eliminate 
sellers’ commissions altogether. The current 
price-fixing inquiry focuses on the 
mid-1990s, when, it is claimed, the houses 
were desperate to re-establish their commis- 
sion structure. 

In another respect, however, the timing 
could not have been worse. A crowd of am- 
bitious, wealthy Internet auctioneers has ar- 
rived on the scene. Christie’s wavered in its 
attempt to start an online auction house; 
Sotheby’s launched its own Internet venture 
in January, to mixed reviews. Most hum- 
bling, perhaps, is that the day after the res- 
ignations, the stockmarket value of eBay, an 
online auction house for just about any- 
thing, was 27 times that of Sotheby’s. 

If the auction houses need to adapt, then 
losing Ms Brooks, who is regarded as a bril- 
liant manager, may prove a terrible blow for 
Sotheby's. With Mr Taubman, who made his 
fortune as a shopping-mall mogul in Michi- 
gan, she had been striving to court the newly 
rich by appearing more “accessible and wel- 
coming.” Sotheby’s has undertaken several 
projects to reposition its brand, including 
saleroom renovations and education pro- 
grammes. 

Yet the purpose of any auction house, 
even one decorated in ormolu and crown 
mouldings, ought to be to set prices fairly. If 
punters do not trust commissions, neither 
will they trust prices. This is particularly true 
when there is nowhere else to go, as in the 
market for the most expensive art objects. 
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That is why both Sotheby’s and Chris- 
tie’s are scrambling to salvage their brands. 
But even online auctions, Internet partner- 
ships and education programmes may not 
be enough to appease collectors who think 
that competition in the art market is an ex- 
pensive trompe l'oeil. 





Car mergers 


Road rage 


HEN trading in Fiat SpA was sus- 

pended for two days earlier this 
month, because of frantic dealing in the Ital- 
ian car maker’s shares, the company issued a 
terse, exasperated statement. Fiats name 
had been linked in some sort of alliance or 
merger with just about every big car com- 
pany. The statement, which had been re- 
quested by the stockmarket authorities, said 
that everybody knew that everybody in the 
industry was talking to everybody else; but 
that Fiat had nothing to report. 

If anything, this was just more grist to the 
rumour mill. Speculation moved on to 
Volkswagen buying smw; vw buying Rover; 
General Motors (GM) buying a share of Bmw; 
DaimlerChrysler teaming up with psa Peu- 
geot Citroén; and soon. 

Yet only one big takeover is certain. In 
June Daewoo, a bankrupt South Korean 
firm, will be sold to the highest bidder— 
probably Gm. All the rest is guesswork, 
founded on the observation that some 
smaller car makers such as Fiat, Peugeot and 
Hyundai will struggle in a world dominated 
by giants. Likewise Bmw, although profit- 
able, and—unlike most—big in America, is 
being drained by its “English patient”, Rover. 
Indeed Rover's brand is now so weak that a 
fleet of the excellent Rover 75 saloon is clog- 
ging parking lots in the English Midlands. 

All the bid speculation also misses the 
striking fact about the industry: that most of 
the consolidation has already taken place. 
The common view of the world car market 
has GM leading with about 15%, followed by 
Ford with over 12%, and Volkswagen, Toyota 
and DaimlerChrysler with around 8% each. 
The members of a second tier that includes 
Fiat, Nissan, Honda, Peugeot and Renault 
have about 5% apiece. 

But a new calculation by Autopolis, 
an Edinburgh consultancy, offers a 
new pattern. The market, made up 
of 45.4m cars and light trucks last 
year, was always fragmented by 
national sensitivities and indus- 
trial policy, but now it is begin- 
ning to show the sort of struc- 
ture familiar in other industries. 
Whereas a few years ago about 
a dozen companies accounted 
for 70% of the market, the recent 
mergers and pairings mean that now only six 
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Carved up 
Share of the world car market, 1999, % 
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firms account for that share (see chart). 

Arguably, it all started with vw’s acqui- 
sition of Skoda ten years ago. Then came the 
takeover of Chrysler by Daimler-Benz and 
the all-but-acquisition of Nissan by Renault 
last year. But there have been quieter pair- 
ings, too. Both Ford and Gm now have satel- 
lte companies attached to them (such as 
Mazda and Isuzu); they have also added 
such chunky brands as Volvo, Jaguar and 
Saab. Not counted in the chart as part of the 
GM empire is Subaru, where Gm’s stake is be- 
low the 34% needed for legal control in Japan 
(although nobody doubts who calls the 
shots at the company). 

The second tier of Peugeot, Fiat, Hyun- 
dai, Honda and Mitsubishi all have 3-5% 
market shares, and all but the Japanese duo 
depend on their home region. Some deal is 
likely to emerge from this group, not least be- 
cause DaimlerChrysler is desperate for a 
partner in its small-car business: Peugeot or 
Fiat would be an ideal fit. 

As Graeme Maxton of Autopolis puts it, 
“mostly only the weak remain, and their fu- 
ture is neither too difficult to predict nor es- 
pecially important.” He thinks that sooner 
or later all but Honda will be swallowed up. 
The deals to come will shift the balance of 
power between the big groups, and they will 
matter greatly to the countries affected. But 
the map of the world car industry looks as if 
it has already been drawn up. 
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HE European Commission’s previous 

antitrust boss, Karel Van Miert, was a 
bruiser of a Belgian socialist with whom argu- 
ment was rarely wise. It was said of him that 
the only fight he lost was against a receding 
hairline. His successor, Mario Monti, an Italian 
of no firm political colour, is equally formida- 
ble, but in a different way. He is a persuader, 
nota polemicist. He was an economics profes- 
sor and university rector in Milan before com- 
ing to the commission in 1995. And such is his 
air of donnish authority that not even bald- 
ness has dared to challenge him publicly. 

The job Mr Monti took over from Mr Van 
Miert in September makes him one of the 
most powerful bureaucrats in Europe, and 
one of the few eu officials whose word counts 
for anything in the world at large. When big 
firms want to merge, even if neither has its 
main base in Europe, the chances are they will 
have so many European interests that satisfying Mr Monti has to 
be part of the deal. 

This week, forexample, Mr Monti announced an investigation 
into a proposed merger between mci WorldCom and Sprint, two 
American telecoms firms, which if completed would create a firm 
worth some $180 billion. The investigators and the investigated 
will be no strangers to one another: when WorldCom took over 
MCI in 1998 the commission forced mct to divest its Internet busi- 
ness as a condition for approving the deal. Mr Monti has also re- 
cently ordered an investigation into whether Microsoft has 
abused its dominance by designing a new operating system that 
discriminates against software from other manufacturers. 

A competition commissioner can go only so far by his own 
lights: his actions must conform with a weighty corpus of law and 
policy deriving from the eu’s founding treaties, from the case law 
of the European Court of Justice, and from rules issued by the 
commission itself. But a commissioner can set his priorities. And 
he can be more or less receptive to arguments about what might 
constitute a “dominant position” or an abuse of market power. 

Mr Monti is the first career economist to hold the post. So the 
arguments are likely to get more complicated, if nothing else. And 
they will be more about market dynamics, less about legal seman- 
tics. The new commissioner's calling card, 











Super Mario 


Europe’s competition commissioner, Mario Monti, wants to make the most of his considerable 
powers. He has the ideas, but not the resources to match 


guarantees, tax breaks or anything else. He 
does not mind taking on big adversaries: Ger- 
many, for example, where he wants to end the 
giving of state guarantees to publicly owned 
provincial banks known as Landesbanks. 

The fight against state aids is one priority 
that Mr Monti has carried over from his job in 
the previous European Commission, the ill- 
fated team headed by Jacques Santer, in 
which he was one of the few members tocom- 
mand universal respect. He was then 
responsible for taxation and the single market. 
Much of his time was devoted to trying to re- 
move national barriers to financial services: | 
this, too, is proving a goal he can still pursue 
through competition law. In October he made 
the landmark ruling thata government, in this 
case the Portuguese one, could not block a bid 
that the commission had allowed. This 
opened the door for a Spanish bank, Banco 
Santander Central Hispano, to buy control of the Champalimaud 
group, a Portuguese financial-holding company. 

Insiders say that Mr Monti has at least one more item on his 
agenda deriving from his single-market days. The target would be 
the associations that regulate the “liberal professions” in many 
countries—architects, notaries and the like. In theory, they uphold 
professional standards. In practice, they often fix prices and re- 
strict competition. If so, antitrust law could nail them. | 


Less is more 
But the flexibility Mr Monti will have for pursuing any new prior- 
ities at all will depend also, and in large measure, on having 
enough staff. And here the omens are not good. For the number of 
big and cross-border mergers demanding the commission’s atten- 
tion has been increasing almost geometrically, as industry in Eu- | 
rope has been adjusting to the single market and the single cur- 
rency, and as industry around the world has been adjusting to the 
Internet and other new technology (see chart). Yet meanwhile the 
commission’s resources have barely changed. 

Small wonder that Mr Monti supports a reform first proposed | 
by Mr Van Miert, tocut his department's routine workload sharply 
in another area of business. The idea is to hand back to member 
states the primary responsibility for clear- 


in his first month on the job, was toblocka 
proposed merger between two British tra- 
vel firms, on the grounds that it would 
create, not a monopoly, but an “oligop- 
oly” within the industry. 

That said, Mr Monti does not seem to 
have quite Mr Van Miert’s sheer zest for 
fighting with big firms. He is more of a 
public-policy man. His current passion is 
for stamping out state subsidies to indus- 
try—“an evil”, he has called them. He can- 
not completely eliminate them, at least so 
long as the treaties permit them in special 
cases. But he wants to get closer to that 
goal, hunting down such public subsidies 
whether they take the form of grants, 


———— 





Monti’s merger mountain 
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ing many agreements between firms that 
might possibly violate eu antitrust laws. 
Examples might include agreements on 
marketing and distribution of products, 
99% of which have no market-rigging in- 
tent, but which under the present system 
are notified to the commission even so. 

If not this, then something else must 
be done to help Mr Monti. The compe- 
tition directorate is chronically over- 
stretched. The hours are long, much of the 
work isnumbingly routine, and staff turn- 
over is high. Nobody doubts that the di- 
rectorate’s new boss will manage some- 
how. But it would be a pity to see his fine 
grey hairline suffer in the process. 
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LAWYERS GO GLOBAL 


The battle of the Atlantic 


LONDON AND NEW YORK 


The world’s leading law firms, based in New York and London, disagree 
about the best way to respond to globalisation 


HEY used to be the bag-carriers of the 

business world,a breed of quibblers who 
tidied up the paperwork after the real work 
of wheeling and dealing was done. But today 
few bosses would doany kind of deal, froma 
takeover to a product launch, without in- 
volving their lawyers early on. As regulations 
and lawsuits have proliferated, so have law- 
yers, and law firms have acquired a new sta- 
tus. In the biggest deals, top lawyers now 
help formulate much of the strategy. 

The “suits” are now facing simi- 
lar strategic dilemmas to their cli- 
ents. Should they expand abroad or 
stay at home? Should they merge or 
grow organically? Should they diver- 
sify, or stick to their knitting? Con- 
fronted with the same globalisation 
thatis reshaping so many industries, 
law firms are having to think about 
their long-term future. “In the past, 
lawyers have not had to be very 
good businessmen,” says Reena Sen- 
Gupta, editor of “Chambers 
Global”, a guide to the legal profes- 
sion worldwide. “Now these firms 
have to be managed and led like any 
other company.” 

Lawyers are a disputatious 
bunch by inclination. So it is not sur- 
prising that the world’s top firms dis- 
agree fiercely about the best way to 
thrive in an expanding international 
marketplace. A recent spate of cross-border 
mergers and alliances in Europe was greeted 
with indifference by most New York firms, 
who view such moves as too risky and, in 
any case, unnecessary. 

The boldest of these deals was the three- 
way merger of London's Clifford Chance 
with New York’s Rogers & Wells and Ger- 
many’s Pinder, Volhard, Weber & Axster, 
which has created the world’s largest law 
firm. “We're leading the way, others will 
have to follow,” declares Keith Clarke, Clif- 
ford Chance’s senior partner. Rivals in Lon- 
don are already doing so. Soon after the deal 
was announced last year, Freshfields turned 
its alliance with Germany’s Deringer Tessin 
Herrmann & Sedemund into a merger. Link- 
laters is now hoping to do the same with its 
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alliance with five European firms. 

As they watch each other warily and de- 
bate what to do next, law firms are being 
stalked by challengers who are already 
global businesses: the five biggest account- 
ing firms. Attracted by the high fees lawyers 
eam and the growth in cross-border busi- 
ness, the big five have expanded their legal 
arms rapidly in recent years. “We are clearly 
aiming to be one of the top global players in 





legal services in the next five to ten years,” 
says Alberto Terol, managing partner of An- 
dersen Worldwide’s tax and legal practice. 
Andersen’s network of law firms employs al- 
most as many lawyers as Clifford Chance, 
although it earns less than half of Clifford 
Chance’s revenues. 

Just another tale of service firms scram- 
bling to become global giants? Not quite. As 
Mr Clarke and Mr Terol know, the peculiar 
characteristics of the legal profession make 
this battle for dominance more complicated 
than most. In every country, laws are differ- 
ent. Lawyers are also heavily regulated, with 
various statutory and professional restric- 
tions on who can practise law where, again 
differing from country to country. Despite a 
wave of domestic mergers in many coun- 


tries, the legal market remains highly frag- 
mented, ranging from one-man operations 
to businesses employing thousands of peo- 
ole. Top-earning commercial lawyers in New 
York take home a few million dollars apiece 
each year, but most lawyers eam far less, 
Almost all law firms are run as partner- 
ships, with partners usually taking decisions 
together, either by voting or through consen- 
sus. Heads of law firms cannot indulge in the 
daring tactics their clients so enjoy. Instead, 
they have always tocarry their partners with 
them. If they don’t, even the best firms can 
quickly disintegrate, with partners jumping 
ship or setting up in business on their own. 


Cross-border profits 

For all these reasons, most law firms still do 
most of their business within their own do- 
mestic market. But for the biggest and richest 
law firms the growth of world capital mar- 
kets, and the globalisation in most 
other industries, means that advis- 
ing on cross-border deals is becom- 
ing the fastest-growing and most lu- 
crative aspect of their business. 
Being big at home is no longer good 
enough. 

If global law giants are ever to 
emerge, they are lixely to grow out of 
the top-tier New York and London 
firms. These are the firms that al- 
ready advise the world’s biggest 
companies and banks. They cream 
off the best business in two of the 
world’s three biggest capital mar- 
kets, which generate the most lucra- 
tive legal work. They work in English, 
the language of international busi- 
ness. More significantly, for histori- 
cal reasons and because companies 
everywhere want to tap the London 
and New York capital markets, a 
growing proportion of international 
business is conducted under English or 
American law, even when the firms in- 
volved are continental European or Asian. 

But there are also big differences be- 
tween the New York and London firms. New 
York firms are in the world’s biggest legal 
market, which has been booming in recent 
years, and they have close ties to the three 
largest investment banks—Morgan Stanley, 
Goldman Sachs and Merrill Lynch. This gives 
them a prime advantage in winning an advi- 
sory role in big deals, even when they do not 
employ many, or sometimes any, lawyers lo- 
cally. London firms, by contrast, have a far 
smaller domestic market and looser ties to 
the investment banks—and thus feel a 
greater need to expand abroad. 

These differences partly explain what 
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< looks like a curious stand-off. A merger be 
tween a top London and a top New York firm 
sounds like an unbeatable combination. 
Four of the five so-called “magic circle” firms 
that dominate the legal market in London 
make no secret of their desire for such a 
merger. But almost all the top New York 
firms are adamant that they have no interest 
atall in merging with a London firm. Clifford 
Chance claims to have broken this impasse 
through its merger with Rogers & Wells. Crit- 
ics point out that, except in antitrust cases, 
Rogers & Wells is not a member of New 
York’s top tier. Nevertheless. competitors are 
watching to see whether the combined firm 
does, in fact, win a lot more international 
business. 

There are other obstacles to big New 
York-London mergers. Lawyers are prickly, 
and merger partners often fall out on the way 
to the altar. Last year, a merger between 
White & Case and Brown & Wood, two big 
New York firms, fell apart after being an- 
nounced, Even in successful mergers, keep- 
» ing all the partners happy is often impossi- 

ble. Rogers & Wells’s entire Paris office 
» defected to another firm rather than join the 

merger with Clifford Chance. 

Pay is another stumbling block. Since the 
top-tier firms in New York are more profit- 
able than London’s big firms (see table 1), a 
merger may end up constraining the pay of 
their partners. In addition, most top-tier 
New York firms also share profits among 
partners based on how much business each 
brings in. This is known in the trade as “eat 
what you kill”, which gives some idea of the 
kind of aggressiveness it encourages. All five 
of London’s top firms, by contrast, share pro- 
fits among partners according to seniority, a 
system appropriately known as “lockstep”, 





which they believe encourages teamwork | 


and minimises internal squabbling. To per- 
suade Rogers & Wells to merge, Clifford 
Chance had to agree to a “modified” lock- 
step, letting the New York firm’s biggest rain- 
makers keep their higher earnings until 2002, 
when lockstep is supposed to be reimposed. 


A transatlantic divide 


Everyone agrees that the volume of cross- 
border deals will grow, and that big cor- 
porate clients will increasingly need cross- 
border legal expertise. But there is no agree- 
ment on how firms can provide this. At one 
extreme is Clifford Chance, which is firmly 
committed to a “one-stop shop” model of a 
global law firm with offices in many coun- 
tries around the world, able to practise local 
as well as American and English law, and ca- 
pable of handling a wide variety of legal 
work for big companies and financial insti- 
tutions. “The clients are demanding it,” 
claims Mr Clarke. He says that the sheer 
complexity of international transactions 
means that only a single, unified law firm 
can deliver a “seamless” global service, and 
adds that world firms will also be able to at- 
tract the best new young lawyers. 

Most New York firms scoff at these argu- 
ments. For example, Cravath, Swaine & 
Moore, one of the most profitable firms in 
the United States, has small offices in Lon- 
don and Hong Kong but no branches in 
America—and no plan to open any new of- 
fices. It is convinced that this will not ham- 
per its ability to win work on the biggest 
transactions. Last month it was lead counsel 
to Time Warner, a long-established client, on 
its merger with AOL. 

Bob Joffe, Cravath’s presiding partner, 
maintains that the most demanding and lu- 
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crative international assignments will al- 
ways go to firms with the highest-quality 
lawyers, not those with the most lawyers in 
the most places. If a client needs a lawyer in 
another country, Cravath uses the tradi- 
tional method of sharing the work with a lo- 
cal firm. “We'll go find the best person we 
can and we'll tell the client that's what we've 
done,” he explains. “We think that’s better 
than telling the client that we're using our 
partner in Berlin because he just happens to 
be idle.” Big companies are sophisticated 
consumers of legal services. They do not 
need a “one-stop shop”, insists Mr Joffe. 

This also happens to be the attitude of 
Slaughter & May, London's most profitable 
firm and the only one of the top London 
firms not seeking merger partners in Europe 
or New York. Slaughter and Cravath describe 
themselves as “best friends”, referring work 
toeach other when necessary. 

In fact, most New York firms have not 
been as emphatic as Cravath. Many, such as 
Shearman & Sterling; Skadden, Arps, Slate, 
Meagher & Flom; Sullivan & Cromwell; 
Cleary, Gottlieb, Steen & Hamilton; Davis 
Polk & Wardwell; and White & Case, have 
expanded abroad in recent years. But nearly 
all have done so more warily than the Lon- 
don firms (see table 2). And all except White 
& Case share a strong distaste for the idea of 
merging with another big firm. They view it 
as enormously risky and a threat to the qual- 
ity of their service. “We train our own talent,” 
says Cravath’s Mr Joffe. “It even disturbs me 
that our firm is spread over 12 floors here ina 
single building. I would prefer to be able to 
see all my partners every day.” The head of 
another firm agrees: “There are real disecon- 
omies of scale in this business. We’re not 
making widgets.” 

The New York firms point to the example 
of Baker & McKenzie, perhaps the only truly 
global law firm. Originally based in Chicago, 
Baker has expanded internationally for the 
past 50 years and has offices in 35 countries, 
more than any competitor, including Clif- 
ford Chance after its recent mergers. This en- 
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titles it to be called a pioneer, but the path it 
has blazed is not one that any top firm in 
London or New York wants to go down. 

Rivals sneer at Baker as a “franchise” op- 
eration: one with the same nameplate 
screwed to the doors of all its offices, but 
really consisting of a conglomeration of local 
partnerships that act independently and 
keep their own profits, “Baker has some 
good lawyers,” says the head of one London 
firm, “but the quality varies tremendously.” 
Rivals say this locks it out of the biggest and 
most lucrative deals, and it earns much 
lower profits per partner than other leading 
American firms. 

Christine Lagarde, the chairman of 
Baker's executive committee, vehemently 
disputes these views. “We're a single global 
partnership,” she insists. “We've built the in- 
frastructure and we have a genuinely inter- 
national culture. That’s something that takes 
years to create.” If others want to 
compete internationally, they will 
have to do the same. And they, too, 
will discover that local regulations 
make a single global profit pool im- 
possible. All Baker's partners share a 
portion of profits, but national rules 
in many countries dictate that pro- 
fits earned locally have to be shared 
locally. According to Ms Lagarde, this 
has been no hindrance to internal 
co-operation. 

As for Baker's lower profits per 
partner, this is a misleading measure. 
“The cost of living and earning po- 
tential varies tremendously around 
the world,” explains Ms Lagarde, 
lowering the overall figure. Baker's 
partners in New York or London 
earn as much as their peers at other 
top firms. If other firms expand 
abroad, they too will see profits per 
partner fall. Ms Lagarde may be right, 
but this is not an argument any of Baker's ri- 
vals want to hear or accept. 

Despite disagreement about how to 
tackle globalisation, there is universal agree- 
ment that the big five accounting firms rep- 
resent little threat, except in the specialist 


practice in North America. The accounting 
firms also have huge international networks 
of offices, dwarfing those of even the biggest 
law firms. PricewaterhouseCoopers, for ex- 
ample, has 150,000 employees in 150 coun- 
tries, compared with Clifford Chance’s 6,500 
in 20 countries. 

The accounting giants must still clear 
regulatory hurdles in many countries to 
compete in legal services, especially in 
America, where bar associations continue to 
ban lawyers from sharing profits with other 
professions. But the top law firms are not 
counting on such barriers to defend their 
turf. Most believe that, despite opposition 
from some lawyers, the barriers will soon 
fall, and they agree with the accountants 
that conflict-of-interest concerns can be re- 
solved. Yet they believe that the accounting 
firms will never be able to attract the very 
best lawyers needed to compete at the top of 





the market. “The culture’s different. None of 
us would want to work for them,” says a se- 
nior partner at one New York firm. A similar 
argument is heard from top strategy consul- 
tants, whose turf the accountants have also 
sought to invade. The accountants’ real tar- 


LAWYERS GO GLOBAL 
for international business. 

In many other industries, this might 
sound self-deluding. But in the legal business 
it could turn out to be true. Market segmenta- 
tion has been powerful in the past. In the Un- 
ited States, the same New York firms domi- 
nate the top of American Lawyer's 
profitability tables as when the magazine 
first began ranking law firms in 1985, despite 
huge changes in the American economy 
over that period. 

In addition, the accounting firms are al- 
ready struggling to hold together their global, 
multi-disciplinary partnerships. A dispute 
between the auditing and consulting part- 
ners of Andersen Worldwide has been in ar- 
bitration for more than two years and could 
eventually lead to a complete divorce. Price- 
waterhouseCoopers is currently considering 
a reorganisation that would split the firm 
into three separate units, 

Globalisation may not be the 
most competitive model for such a 
demanding and specialised service 
as legal advice. Big companies do not 
want a cross-border deal, especially 
a large one, to unravel because of an 
unanticipated legal snag. When bil- 
lions are at stake, nobody is sacked 
for hiring the best lawyers. Even the 
sometimes inflated bills of the top 
firms are a small fraction of the cost 
of such deals, and far less than the 
investment bankers’ fees. For these 
reasons, the world’s biggest compa- 
nies have traditionally played safe 
and reached for one of the top New 
York or London firms. 

That is why these firms have 
long dominated the most lucrative 
end of the legal marketplace in a way 
only recently achieved by the 
world’s three biggest investment 
banks. But, unlike the investment 
banks, they do not need to raise large 
amounts of capital to stay in business, and so 
do not need to grow beyond a certain size to 
maintain their position. Moreover, it is 
harder to hold together a law firm than an in- 
vestment bank, whose employees cannot 
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FINANCE AND ECONOMICS 






LONDON, NEW YORK AND TOKYO. 


All over the world, the shares that people want to buy are mostly ones that 
appeal to hope and imagination. How long before reality intrudes? 


EW lamps for old: this is the world’s fa- 

vourite investment strategy for the 
new millennium. The dot.com mania that 
has gripped American investors for the past 
year or two has now spread to stockmarkets 
everywhere. So precipitate has been the rush 
out of “old economy” shares and into “new 
economy” ones that there are now, in effect, 
two different equity markets (see chart over- 
leaf). In one, for most technology stocks, 
share prices are still rising; in the other, for all 
other shares, there is almost a bear 
market. 

Investors are taking a huge 
gamble with tech stocks, based 
increasingly on fear as much as 
optimism: fear of rising interest 
rates, fear of missing out on the 
new thing, and fear of underper- 
forming. And with so much ner- 
vousness around, if their prices 
show any signs of faltering, the 
fall-out would hit out-of-favour 
and dot.com shares alike. 

In America, the split into two 
markets has been accelerating 
ever since the summer of 1998, but 
it has been particularly pro- 
nounced in recent weeks. Al- 
though the Dow Jones Industrial 
Average, home to many an old- 
world stock, reached a new high in 
January, that rise peaked only just 
above its previous high last Au- 
gust. It has since slipped by 13% 
from the record level of 11,723. 
Meanwhile, the Nasdaq stock- 
market, home of most of the raunchy tech 
stocks, has almost doubled in value since last 
August. So far this year, despite a few wob- 
bles, it has risen by 12%. 

The Dow itself reached its January high 
‘only because it had been made more high- 
tech last November when the likes of Micro- 
soft and Intel replaced such old-economy 
shares as Chevron and Union Carbide, even 
though the first two are traded on Nasdaq, 
not the New York Stock Exchange (nyse). 
Without those changes, it would have fallen 
below 10,000 0n February 11th, when the offi- 
cial (rejigged) index actually stood at 10,425. 
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The extent of the market's split personal- 
ity is not captured by the broad indices. A 
mere handful of shares have been driving 
the market up. Last year, according to Mor- 
gan Stanley, a 21% rise in the sap 500 was pro- 
pelled by a mere 31 shares. In 1998, when the 
sap rose by a similar amount, its growth was 
delivered by 89 companies; and in 1996, a 
similar rise came from 216. Three-quarters of 
shares listed on the nyse are trading below 
their 200-day moving average price. Even 





some high-tech stars have fallen. America 
Online has dropped by 20% since announc- 
ing its merger with Time Wamer. 

London, too, has dot.com fever. News- 
papers cannot get enough of Martha Lane 
Fox, a 27-year-old Internet entrepreneur 
whose company, Lastminute.com, which 
turned over £2.6m ($4m) last year, is ex- 
pected to bring her a fortune when it goes 
public shortly. Yet the valuations of a dozen 
of the country’s top 100 companies have 
shrunk by over 40% in the past year. The FTSE 
All Share index has fallen by 10% so far this 
year, even as new-economy shares keep ris- 


ing. Whitbread, a big brewer with aturnover 
of over £3 billion, risks being relegated from 
the rrse 100 index. Its likely replacement: 
Baltimore. Technologies, a software group 
with an annual turnover of £23m. According 
to Merrill Lynch, the gap between sectors 
that are in favour and those that are no 
wider than ever before. 
Continental European bourses have 
also been buoyed by an Internet-inspired 
buying frenzy. Italy’s Tiscali, an Internet ser- 


_vice provider (isp), has managed an 18-fold 


rise. The share price of Terra Networks, an is 
offshoot of Spain’s Telefonica, has soared u- 
fold since it was floated on the stockmarket 
late last year, Deutsche Bank reckons that 
Terra’s valuation implies that each of its cu 
tomers is worth almost eight times as much 
as a customer at America’s Aot. On the other 
hand, shares in Carrefour, a French food r 
tailer, are down 30% from their peak lasta! 
tumn; those in Volkswagen, a German cz 
maker, are off by 25%. ; 
The contrast between old and 
new is even sharper in Japa 
Since the broad Topix stockmarket 
index slumped to a post-bubble 
low in October 1998, it h 
climbed. by 70%. But according to 
Garry Evans of ussc, almost half 
the market has actually falle 











are firms such as Hikari Tsushin,a 
mobile-phone retailer 
shares have risen 70-fold in four 


Internet conglomerate, are now 
worth 100 times forecast revenues. 

Investors have little enthusi- 
asm for well-run old Japan firms, 
such as Kirin Beverage, a ‘soft- 
drinks. maker that has not yet 
found a new-Japan marketing an- 
gle. Honda’s shares trade on a pal- 


commands a lofty 40 times earn- 
ings, but then it has a popular 
website, gazoo.com. 


One of the most bizarre stories involves 


Ito-Yokado, a respected supermarket chain. 


It has a market capitalisation of ¥3.5 trilion 
($32 billion), But its 50.7% stake in Seven- 


Eleven, a whizzy convenience-store chain 


and now a tip-top Internet play, is worth. 


¥5.4 trillion—suggesting that the rest of the 
group is worth less than nothing. 


Partof this split in market psychology re- 


flects real changes under way in businesses 
everywhere. The Internet is bringing enor- 
mous restructuring. Even so, Mary Meeker, 
of Morgan Stanley, the doyenne of Wall 
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since then. Tokyo's star performers, 
whose. 


years. Shares in Softbank, a giant: 


try (in Japanese terms) price-earn- 
ings multiple of 28. Toyota 
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Street’s dot.com share analysts, recently esti- 

mated that 70% of the Internet companies 

that have already gone public will never 

“make any money—and over 90% are “fully 
priced” by investors. 

Individual investors, hooked on the 
= thrill of online trading, have led the charge 
~ into technology shares in most countries. 
: But institutional investors, especially those 

that like to invest in what they consider 
- cheap stocks (so-called value investors), 
have had to follow their lead or dramatically 
underperform their rivals. The flood of insti- 
tutional money into rising tech shares hasin- 
creased the upward momentum, in turn 
pulling in yet more individual and institu- 
tional money. Phillips & Drew, a big British 
fund manager, is a poignant example of en- 





forced institutional fervour. Having publicly 
forecast a bear market in shares a few years 
agoand shunned most tech stocks, its under- 
performance has lost it clients. Now it is buy- 
ing tech stocks and, at the same time, trying 
hard not to appear as though it has recanted. 


Star trackers 


The spread of index-tracking funds has also 
boosted technology stocks. Index trackers 
are more or less forced to buy a share when it 
is rising, because its weight in the market in- 
creases, Yet the free float (ie, the shares avail- 
able to buy) of most high-tech shares is often 
tiny; so the effect of institutional purchases 
on prices is hugely magnified. Even if the free 
float is large, so pricey are some tech shares 
that they account for a huge slice of the over- 





-all market. That too forces trackers to buy 
those shares and dump others. Following its 
takeover of Germany’s Mannesmann, Vo- 
dafone will account for 15% of the FTSE 100, 
for instance. 

Individual investors are pouring money 
into both index and growth funds. Or atleast 
into some. In America last year, two-thirds of 
the $185 billion net cash inflow into equity 
mutual funds went to just two management 
companies, Vanguard and Janus, according 
to John Rekenthaler of Morningstar, a re- 
search firm. Vanguard is an index-tracking 
fund; Janus is the fund most associated with 
growth stocks, and the most dismissive of 
traditional methods of valuing shares. 

At the same time, individual American 
investors are spreading their enthusiasm 
abroad. According to State Street, a bank that 
has extensive access to flow-of-funds data 
for many of the world’s largest investment 
funds, big American technology mutual 
funds had around 80% of their money in 
American shares a year ago; now as much as 
40% of their portfolios is invested overseas. 

Hedge funds have played a part, too. 
Some of the best-known (as well as the pro- 
prietary trading arms of investment banks), 
which spent the first half of last year unsuc- 
cessfully shorting dot.com shares, jumped 
on to the bandwagon last summer. George 
Soros’s Quantum Fund, for instance, turned 
alousy year intoa great one by loading upon 
technology shares, including QualComm, 
which rose in value by 2,500% last year. Re- 
cent wobbles in some tech stocks were partly 
down to hedge funds taking profits. 

Previous bubbles have often distorted 
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OWN a fifth this year already, the 
Brussels stockmarket is in danger of 
retaining its title as the rich world’s worst- 
performing market for the second year 
running. So worried is the finance ministry 
that it has set up a committee to find out 
what has gone wrong. The answer that 
ought to come back: everything. 

First, Belgium has almost no big firms 
left with a local main listing. Intemational 
investors prefer to invest in big firms, be- 
cause they are better researched and their 
shares are more liquid. But the big firms 
that were once the pride of the Brussels 
market—including Société Générale de 
Belgique, Tractebel and PetroFina—~have 
been bought up by the French. Brussels has 
been bypassed. 

Second, the Brussels exchange is longin 
unloved industries. Financials and utilities 
make up two-thirds of the Bel 20 index of 
blue-chip stocks. The index is all but inno- 
cent of Internet shares, telecoms and the 
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The three-bears economy 


new economy in general. The Belgian gov- 
ernment talks about listing some of its 50% 
stake in the country’s main telecoms firm, 
Belgacom, but it has yet todoso. This leaves 
the Bel 20 index with at most three shares 
claiming something of a high-tech flavour, 
and accounting for less than 5% of its cap- 
italisation. The country’s few other glam- 
our stocks are too small to make it into the 
index, or they are traded over the counter. 

Third, there may still be lots of pent-up 
selling tocome. When the stockmarket was 
booming in 1997 and 1998 (all those French 
takeovers) small investors piled merrily 
into unit trusts (mutual funds) that locked 
up their money for four years or more. 
Many will bail out of the market in 2001-02 
unless returns improve. 

Some time soon the market must 
bounce: the Belgian economy is buoyant, 
and Bel 20 shares have a price/earnings ra- 
tio far lower than pax shares next door in 
Germany. But for the longer term, a vicious 











circle of illiquidity and disinvestment may 
already have set in. 

The answer, if everybody gets tired of 
waiting for the eight-way link-up of Euro- 
pean bourses to happen, may be to merge 
Brussels with Paris or Amsterdam—or sim- 
ply to sell it to the highest bidder (which 
might be London, after it incorporates it- 
self). How sad for Belgium, to lose not only 
its best stocks but its stockmarket too. 
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economic activity, by channelling capital to 
fashionable investments that in the end gen- 
erated no profits. In Japan in the late 1980s, a 
lot of capital was squandered on, at best, 
marginal projects, because investors bought 
just about whatever shares were on offer 
without troubling much about profitability. 
Likewise, the bubble in share prices of Asian 
tigers in the 1990s led firms to indulge in lots 
of uneconomic investment projects. 

Today, any dot.com firm that wants to 
sell shares can find plenty of willing buyers. 
The venture-capital business is flush with 
money from investors who are willing to 
back what one venture capitalist called “a 
hundred daft ideas” in the hope of flogging 
shares to the gullible public. One way or an- 
other, lots of capital invested in new econ- 
omy shares will almost certainly end up be- 
ing squandered. 


Out with the old 

Whether the flip-side of this flight to high 
tech is that old world companies are being 
deprived of capital is more doubtful. In gen- 
eral, corporate profitability is increasing as 
the world economy gathers pace. After years 
of strong growth, corporate America is flush 
with cash; so much so, indeed, that firms are 
often buying back their shares from inves- 
tors. According to Credit Suisse First Boston, 
only seven of the 50 biggest share repur- 
chasers last year outperformed the sap 500. 
This suggests that they simply do not have 
enough good ideas for how to invest their 
cash. But another possibility is that investors 
care little how many shares such antedilu- 
vian companies buy back, because they are 
so desperate to put the cash into technology 
shares. Whatever the truth, the longer the di- 
vergence between technology shares and 
the restcontinues, the more traditional com- 
panies will complain. 

Another problem this might cause arises 
from the wealth effect—because rising stock 
prices are helping to fuel consumption to un- 
sustainable levels. Those investors with tech 
stocks have seen their paper wealth increase 
very fast indeed. According to Robert Mell- 
man, an economist at J.P. Morgan, short- 
term swings in technology share prices in 
America seem to be highly correlated with 
short-term swings in retail sales. 

In past stockmarket bubbles, the end 
stages have often been characterised by a 
narrowing of the market, and a growing reli- 
anceona shrinking number of spectacularly 
overvalued shares. When the bubble bursts, 
it is these shares that fall hardest—but their 
demise typically knocks other prices down 
too. Ironically, the recent tough talk by Alan 
Greenspan about capping the growth of the 
American economy and its share prices by 
raising interest rates has, if anything, made 
investors even keener on tech stocks. Since 
their revenues are growing by 40-50% or 
more a year and their cost of capital is near- 
zero, they are perceived (rightly or wrongly) 
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as fairly insensitive to interest rates. Some 
Wall Street analysts even claim that, in a 
world of rising interest rates, technology 
shares are a “safe haven”. Don’t bet on this 
fairy tale having a happy ending. 





Japanese banking 


Soft touch 


TOKYO 


T SEEMS fittingly symbolic that the new 

owner of Nippon Credit Bank (ncs), a dis- 
graced, nationalised lender, will be a consor- 
tium led by Softbank, a whizzy Japanese In- 
ternet conglomerate. In the febrile 
atmosphere of Japan’s Internet boom, hopes 
are soaring that the likes of the youthful Soft- 
bank can add fizz to Japan’s feeble economy. 
Even the Wall Street Journal had putaside its 
squeamishness about the widely leaked deal 
and applauded the spectacle of a “New Ja- 
pan” company preparing to remake an old 
one. Sad to say, there is nothing new about 
Softbank’s plans for the bank, whose sale 
was announced on February 24th. In fact, 
they seem dangerously old-fashioned. 

First, though, there is the odd loose end to 
tie up. When he first made a bid last Novem- 
ber, Softbank’s president, Masayoshi Son, 
had three partners. These were Orix, a leas- 
ing company with diversification plans; To- 
kio Marine & Fire, a dull but respectable in- 
surance company; and Ito-Yokado, a 
well-managed supermarket chain. Since 
then, however, Ito-Yokado has dropped out 
(unimpressed, it is whispered, with the co- 
herence of Softbank’s thinking). 

So far, there has been no firm word on 
who will plug the hole. Ito-Yokado was a use- 
ful ally. Its strong balance-sheet would have 
helped nce to raise money from the bond 
market—its main source of funds—on good 
terms. But if Softbank takes Ito-Yokado’s 
share, its stake will rise from 40% to 65%. If it 
rises above 50%, however, Softbank will 





Like father like Son 


FINANCE AND ECONOMICS 


have to consolidate the bank (together with 
the proportion of nce’s doubtful loans that 
the government declines to underwrite) on 
its own balance-sheet, where $2 billion- 
worth of debts lurk already. For a company 
whose portfolio of Internet investments 
yields precious little cashflow, that is poten- 
tially troublesome. The consortium hopes 
that several more regional and foreign banks 
will fill the hole, with Softbank’s stake rising 
to “about” 50%. Softbank will not comment. 

Nor will it say who will run the bank, al- 
though Tadayo Honma, a former central- 
bank director, seems to be in the frame as a 
respectable front. As a passive investor in In- 
ternet start-ups, Softbank’s record is godlike. 
Its hands-on management skills, however, 
are all too human. Two big investments that 
the firm has got stuck into have not gone 
well. A stake in Kingston Technology, a semi- 
conductor maker, cost it $650m. Its $3.1 bil- 
lion investment in Ziff-Davis, a publishing 
firm that Softbank is now pulling apart, has 
lost it $1.6 billion. Managing Ncs—with its 
sclerotic big-company culture, fascinatingly 
large collection of bad and problem loans 
fabout one-third of assets) and 2,500 em- 
ployees—will be a job and a half. 

Michio Ochi, chairman of the Financial 
Reconstruction Commission (Frc), which is 
charged with restoring the financial system 
to health, likes the contemporary gloss that 
Softbank has applied to its plans for nce. 
These are to turn the bank intoa lender to the 
sorts of high-tech start-ups in which Soft- 
bank likes to invest. Softbank itself encour- 
ages an even cosier vision. It talks about a 
new sort of Internet zaibatsu, a reference to 
the giant pre-war holding companies that 
combined financial and industrial interests 
in sprawling conglomerates. 

That a bank might sit in the centre of this 
Internet empire is somewhat puzzling. The 
usual currency of the venture capitalist is 
equity, not bank loans, not least because In- 
ternet start-ups are notoriously bad at mak- 
ing money and so have little free cash to ser- 
vice debt. That the Frc seems to favour 
Softbank’s zaibatsu model is more puzzling 
still. “Connected lending”, the practice of 
dishing out loans to shareholders, is rou- 
tinely fingered as a cause of recent banking 
crises, from Russia to Indonesia to South Ko- 
rea. Since Japan is struggling to free itself 
from a banking crisis caused partly by wide- 
spread connected lending (thanks to the sys- 
tem of corporate groups known as keiretsu, 
today’s variant on the zaibatsu), Mr Ochi’s 
preferences seem most peculiar. 

Except, perhaps, after a look at the com- 
petition. With other bidders dropping out 
early on, Softbank’s only rival was Cerberus 
Capital Management, an American vulture 
fund that wanted to rip the bank apart, sell 
or securitise what it could and float the rest. 
This was the sensible choice, of course, but 
such an end would have been far too undig- 
nified for a big bank, even one that is as sul- 
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lied as ncs. Besides, Cerberus is a foreign 
firm, it is an election year and, with all their 
recent economic mishaps, the Japanese are 
nursing a bruised pride. Their very own 
home-grown Bill Gates must make an ap- 
pealing alternative. 





British insurance 


Gnu surprise 


UST a few years ago, the merger between 

cGu and Norwich Union (Nu), even had it 

not electrified the London market, would 
at least have provoked some interest. After 
all, the new entity, the unimaginatively 
named cenu, will be Britain's biggest in- 
surer, and Europe's fifth-biggest, with a mar- 
ket capitalisation of £17 billion ($28 billion). 
Over a million Britons hold shares in Nu, 
which was demutualised three years ago. Yet 
the deal, announced on February 21st, pro- 
voked yawns from analysts and disap- 
pointed selling by investors who had hoped 
for a takeover premium and, better still, 


some cash instead of paper. 

Both firms needed a deal. General- 
insurance premiums have been under 
pressure for years because of excess ca- 
pacity. British life companies face extra 
pressure from government-approved 
“stakeholder pensions”, which capan- 
nual charges at 1% a year. That is why 
CGu was itself formed from a merger 
between Commercial Union and Gen- 
eral Accident. But premiums are likely 
to fall further, not least because the In- 
ternet allows individuals to shop 
around more easily. 

Mighta foreign insurer now step in 
to spoil the party? The European insur- 
ance industry is consolidating rapidly 
across borders—and Britain’s insurers 
have not escaped. France’s axa, the 
world’s biggest insurer and the pro- 
duct of a merger with uar, another 
French insurer, acquired Guardian Royal Ex- 
change, a sickly British insurer, last year. That 
followed the purchase of the financial-ser- 
vices arm of Bat Industries by Zurich Finan- 
cial Services. 

Investors seem to think a foreign bid for 





Another trade war? 


MERICA and Europe may be on the 
brink of a trade war that could make 
the disputes over bananas and beef hor- 
mones seem trivial. On February 24th the 
World Trade Organisation upheld, on ap- 
peal, the European Union's complaint 
against “foreign sales corporations” (Fscs), 
tax-avoidance vehicles that the wTo says 
act as illegal export subsidies for firms 
based in America. The tax breaks, worth 
$2.5 billion a year according to the Ameri- 
can Treasury, but far more according to 
outside analysts, benefit some of Amer- 
ica’s biggest firms (and campaign contrib- 
| utors),such as Boeing and Microsoft. 

Fscs allow American-based firms to 
avoid tax by channelling foreign income 
| through offshore tax havens. American 
firms would otherwise be liable for Amer- 
ican tax on their foreign profits, because 
America taxes worldwide income. The 
American argument is that rscs help to 
offset the competitive advantage of Euro- 
pean firms, who do not normally pay 
value-added tax (var) on their exports. 

The wro ruling against Fscs means 
that, unless Congress amends American 
tax law by October ist to comply—un- 
likely at the best of times, but even less 
likely in an election year—or the Clinton 
administration can reach a bilateral settle- 
ment with the eu before then, the £u will 
be entitled to slap trade sanctions on $2.5 
billion or more of American imports. 

Until now, America has been on the 
L = 
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winning side of most of its wro cases 
against the eu. Indeed, it has imposed 
trade sanctions worth some $400m on 
European imports, following the eu’s fail- 
ure tocomply with wro rulings against its 
banana-import rules and its ban on hor- 
mone-treated beef. But now it risks being 
on the receiving end of eu trade sanctions 
that would dwarf these. Moreover, since 
few issues are as sensitive as tax, where 
governments jealously guard their right to 
set their own rules, the wro’s latest ruling 
will inflame hostility in Congress, particu- 
larly among sovereignty-conscious Re- 
publicans, towards the global trade body. 

The Clinton administration wants to 
avoid a high-profile battle over rscs in an 
election year, and one when it is also 
struggling to win Congress's approval for 
China’s entry into the wro. It is already 
embroiled in several other rows with the 
Eu, though a long dispute over data pri- 
vacy looks like being settled soon. But the 
Eu, which is savouring a rare victory, is in 
no mood to compromise over FSCS. 

The obvious solution would be to set- 
tle the dispute over Fscs politically, as part 
of a broader deal that would take in ba- 
nanas, beef hormones and several other 
bones of contention. But election-year 
politics and America’s legalistic approach 
to trade disputes may prevent this. Only a 
couple of months after the debacle in Seat- 
tle, the Clinton administration could be 
headed for yet another trade fiasco. 








Bob Scott, national champion 


either firm is unlikely, however: hence the 
lacklustre performance of their shares after 
the deal was announced. 1NG, a Dutch bank- 
ing and insurance group, is thought not to 
want more businesses in Britain. Aegon, an- 
other Dutch insurer, is more interested in the 
life business (hence its purchase of Guard- 
ian’s life-insurance arm). Germany’s Allianz 
is the most likely bidder. It has long had a 
small British operation in Cornhill, a general 
insurer, but it would still be able to extract 
only a few cost savings. More generally, 
insurers, especially European ones, are wary 
of hostile bids. 

The continentals might not be interested 
in Britain, but CGNu, at least, is interested in 
them. Like many British companies, the two 
firms’ overseas operations are skewed to- 
wards Britain’s former colonies such as 
America and Canada. The group is weak in 
Spain (where Nu tried unsuccessfully todoa 
joint venture with La Caixa, a savings bank, 
last year), Italy and Germany. Indeed, Bob 
Scott, cGu’s Australian chief executive, 
spoke in unBritish terms about creating a 
“British champion”. Perhaps he felt that 
some flag-waving was necessary, given that 
the group will have to cut 4,000 jobs to reach 
its target of saving £250m a year. These cuts 
will fall most heavily on historic company 
towns such as Perth and Norwich. 

As well as its geographic shift, cenu also 
plans to shift its business away from volatile 
general insurance and into long-term sav- 
ings. CGNU will have a handy £200 billion in 
funds under management. And it will prob- 
ably bid for Gartmore, a big fund manager 
owned by National Westminster Bank. The 
bank was bought by Royal Bank of Scotland 
in a hostile bid earlier this month, and the 
Scots want to be shot of Gartmore. And what 
of Legal & General, the insurer whose pro- 
posed takeover by NatWest was so unpopu- 
lar with investors that it sparked the bidding 
for the bank in the first place? It remains on 
the shelf—for now. 
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-Indian capital controls 


Easy come, easy 
go? 


MUMBAL 


St en several 






Indian stock exchang ough the gov- 
ernment is eager to g vestors-in, 
the tight leash it ian investment 
-= abroad is creating distortions. There is thus a 
-good chance that Yashwant Sinha, the: fi- 
nance minister, might loosen the leash in his 
budget on February 29th. 

India’s extensive capital controls work 
mostly against Indians. Whereas foreign in- 
vestors are relatively free to bring in and take 
out their money, Indian companies seeking 
to.invest abroad face a maze of regulations. 
Indian’ officials argue that India’s capital 
controls discourage short-term debt, encour- 
age long-term inflows of equity into the 
country, and generally ensure that capital in- 
flows mostly exceed outflows. Overseas in- 
vestment by Indians has been opened ‘up, 
but only gradually, and with companies 
given priority over banks or individuals. 

But pressure is growing strongly from In- 
dian companies, particularly in the boom- 
ing it sector, for capital controls to be relaxed 
much more radically. Indian rr firms are al- 
lowed to raise up to $100m in foreign equity 
to buy foreign companies. The companies 
"want more. Infosys, a software-services com- 

pany, is seeking approval to raise up to 100 
times that amount. Two other software com- 
panies, Leading Edge and prt, are seeking an 
official nod for their recent merger with for- 
eign companies in swap deals that were 
worth far more than the limit. Many compa- 
nies would like to list overseas. 

Foreign listings are not a bad thing, ex- 
cept that Indian investors (including foreign 
portfolio investors in India) can get short- 
changed. Current rules bar the sale of Indian 
shares abroad, so Indian sellers of Infosys 
shares, for example, get a lower price than 
they would on America’s Nasdaq stock- 
market, where they cannot sell their shares. 

Not that there are always local prices. Sa- 
tyam Infoway, an Intemet service provider, 
is listed only on Nasdaq. Indian investors, 

“who. cannot buy the company’s shares, are 
forced to watch them soar on Nasdaq and 
can buy shares only in the firm’s parent, Sa- 

~tyam Computer. Similar rules affect foreign 
~~ venture firms such as cpc, a British venture- 
capital firm, which cannot sell $600m-worth 
of private equity that it owns in Satyam Info- 
way until the company lists locally. Its plight 
is prompting other foreign venture funds, 
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wary of being hemmed in by India’s capital 
controls, to make their high-tech invest- 
ments offshore. But that deprives domestic 
investors of such investments. 

This looks a good moment at which to 
loosen Indian capital controls. A (relatively) 
stable government has brightened the pros- 
pects for foreign investment, allaying fears of 
an outflow of precious foreign currency. 
Some in the central bank worry more about 
a sharp appreciation of the rupee, which 
might hurt exports. And world financial 


markets are calmer than they were a year 


ago. Time to relax, or even abolish? 
Sa aeons eee: | 


European Central Bank 


Frankfurt follies 


HE infant European Central Bank (Ecs) 

has been bullied by almost everybody 
in its first 14 months in the monetary play- 
ground. It has been widely criticised for its 
lack of transparency and accountability, 
and for a flawed system of financial supervi- 
sion. A new report published by the Centre 
for Economic Policy Research (cepr)* agrees 
with most of the criticisms, but rejects the 
popularly prescribed remedies. 

The eciscertainly less transparent than 
the Bank of England, which has been set a 
clear inflation target by the chancellor of the 
exchequer, and publishes minutes of policy 
meetings and the voting records of individ- 
ual members of its Monetary Policy Com- 
mittee. The ece, in contrast, sets its own tar- 
get. Indeed, it has set itself two targets: for 
monetary growth and for inflation. Since 
these can conflict, it is hard for the markets to 
understand how the rcs reaches its deci- 
sions. The bank’s refusal to publish voting re- 
cords or minutes clouds matters further. 

To increase transparency, most outsiders 
have urged the ecs to publish votes and 
minutes. But the authors of the cepr report 
argue that, under its current set-up, the EcBis 
wise not to, Attributing votes and opinions to 
members from different countries would in- 
crease the focus on national differences, and 
so undermine the bank’s credibility. 

Blueprints developed at other central 
banks may not work at the ecs, because 





there is a tension within Europe between t 
desire for more integration and a reluctan 
to cede national political control. The ce: 
report considers ways to reduce this tensi 
First, the ecs should be set an explicit infla 
tion target by the European Parliament, so 
there can be no disagreement about the goa 
of monetary policy. Second, it recommend: 
that the power of the executive board 
creased relative to that of national central 
‘bank governors, who are morelikely tol 



















: fluenced by national interests. At th 






merit, all-11 governors can vote, outweighin 
the six-member executive board. Better, 
haps, if only five; say, were allowed to vote 
any time, with revolving terms—like the ; 
tangements for district-bank presidents in 
America’s Federal Reserve System. 
The same tension between European — 
integration and national control also poses 
problems for bank supervision. Banks are 
likely to become more pan-European as t 
single currency encourages cross-border 
‘mergers and greater cross-border exposur 
A failure in one country could thus. spil 
more quickly to-other parts of Europe: U! 
fortunately, the existing framework is ill 
equipped to handle a Europe-wide banking 
crisis, because aed remains in the 
hands of national regulators. For its part, the 
ECB may not have enough information 
crisis, and it would find it hard toco-ordinate 
the activities of national regulators. 
From an economic point of view, it 
would be best if bank supervision were cen- 
tralised, either under the ecs or ina new, in 
dependent European regulator. However 
the report argues that centralisation is no 
politically feasible in the near future, as i 
would require governments ‘to. relinquish 
national:control and deprive some’ centra 
banks of one of their only remaining func- 
tions, Instead, it suggests the exact opposite: 
truly decentralised approach, shifting. the 
role of monitoring banks to the market by 
setting Europe-wide full disclosure rules. The 
idea, based. partly on the “New Zealan 
model”, is that by increasing informatii 
about the riskiness of banks, this would in- 
crease their incentives to act prudently and 
soreduce the risk of failure. : 
Fuller disclosure needs to be supported 
by measures to reduce the contagion effe 
ofa failure by, for example, reducing uncol- 
lateralised interbank exposures among 
European banks. It would still need the back- 
ingof'a lender of last resort, but a market-o 
ented reform might make banks better able 
tocope with trouble. 
The xcs has been lucky: it has not yet 
faced a financial crisis. It will one day. Better, 
therefore, to reform the system beforehand, 
Sadly, history shows that it always takes.a 
crisis to persuade policymakers to act. i 













































* “One Money, Many Countries”, by C. Favero, X., Freixas, i 
T. Persson and C. Wyplosz. 
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CONOMISTS dislike talking to people. 

They prefer a more “scientific” ap- 
proach to research, such as number- 
crunching or abstract theorising. But that 
can be a weakness, as a new book by Tru- 
man Bewley, an economist at Yale Univer- 
sity, makes clear. In “Why Wages Don’t Fall 
During A Recession”, published by Har- 
vard University Press, he tackles one of the 
oldest, and most controversial, puzzles in 
economics: why nominal wages rarely fall 
(and real wages do not fall enough) when 
unemployment is high. But he does so in a 
novel way, through interviews with over 
300 businessmen, union leaders, job re- 
cruiters and unemploymentcounsellors in 
the north-eastern United States during the 
early 1990s recession. 

Explanations for why wages are sticky 
abound, but they are often unconvincing. 
Neoclassical economists, who have a 
starry-eyed faith in the efficiency of mar- 
kets, think wage rigidity is an illusion. In 
their view, workers quit their jobs when 
pay starts to fall in a downturn. This stops 
wages falling much and makes them ap- 
pear inflexible. But their theory implies 
that unemployment in a recession is vol- 
untary~—a view at which reasonable peo- 
ple might rightly scoff. 

Keynesians, who accept that markets 
are often imperfect, think wages are sticky, 
but cannot agree why. Some blame unions 
or established employees (“insiders”) for 
blocking pay cuts. Keynes himself thought 
that workers were so concerned about 
their wages relative to those at other firms 
that no company dared to cut pay. Others 
argue that firms pay high “efficiency 
wages” in order to make the threat of job 
loss more costly for workers and so spur 
them to work harder. (Wages might still fall 
in a recession, though, since workers are 
more afraid of not finding another job 


Why wages do not fall in recessions 


An intrepid economist ventures into the real world to investigate—and 
finds conventional explanations wanting 





when unemployment rises.) Still others 
claim that firms implicitly insure workers 
against a fall in income in exchange for 
lower long-term average wages. And soon. 

One or more of these theories may be 
true. Or perhaps none is. Economists do 
not really know, because the labour-mar- 
ket data with which they test their theories 
is inadequate. So Mr Bewley tried asking 
people who should be in the know. He is 
aware of the pitfalls: interviewees may be 
unrepresentative, lie or obfuscate. They 
may not understand their own motives. 
Still, since economists are ultimately trying 
to describe human behaviour, meeting 
real people ought sometimes to help. 

Mr Bewley finds scant evidence to sup- 
port the various wage-stickiness theories. 
His interviewees say unions are not to 
blame for wage rigidity: few American 
firms are unionised, and in those where 
unions are important “the first line of resis- 
tance to pay reduction was almost always 
management.” Nor are “insiders” blocking 
pay cuts: few non-union workers bargain 
over wages with their employers, and no 
employer remarked on a sharp division of 
opinion over layoffs among workers, who 
more typically thought that pay cuts 
would not save jobs. 

Keynes's theory gets short shrift too. 
Mr Bewley finds that, although pay rates 
across non-union companies are con- 
nected by supply and demand, firms still 
have plenty of latitude in setting pay be- 
cause workers have scant knowledge of 
pay rates elsewhere. Nor is much credence 
given to the efficiency-wage model. “Peo- 
ple do work harder during a recession be- 
cause they are concerned about their jobs 
„however, the logic does not imply that 


companies pay well for reasons of disci- 
pline. They do so in order to attract and re- 
tain employees,” says a typical personnel 
officer in a middling manufacturer. Theim- 
plicit insurance model fares little better. 
Employers do not think such a bargain ex- 
ists and believe that it would be unenforce- 
able in any case, since long-term pay is de- 
termined by competitive conditions. 


Allin a day’s work 


Why, then, are wages sticky? Mr Bewley 
concludes that employers resist pay cuts 
largely because the savings from lower 
wages are usually outweighed by the cast 
of denting workers’ morale: pay cuts hit 
workers’ standard of living and lower their 
self-esteem. Falling morale raises staff turn- 
over and reduces productivity. Cheerier 
workers are more productive workers, not 
only because they work better, but also be- 
cause they identify more closely with the 
company’s interests. This last point is cru- 
cial. Mr Bewley argues that monitoring 
workers’ performance is usually so tricky 
that firms rarely rely on coercion and fi- 
nancial carrots alone as motivators. In par- 
ticular, high morale fosters teamwork and 
information-sharing, which are otherwise 
difficult to encourage. 

Firms typically prefer layoffs to pay 
cuts because they harm morale less, says 
Mr Bewley. Pay cuts hurt everybody and 
can cause festering resentment; layoffs hit 
morale only fora while, since the aggrieved 
have, after all, left. And whereas a general- 
ised pay cut might make the best workers 
leave, and a selective one damage morale 
because it is seen as unfair, firms can often 
lay off their least competent staff. 

Mr Bewley’s theory has some interest- 
ing implications. Pay cuts are more likely at 
firms whose demand for labour is price- 
sensitive, such as those in highly competi- 
tive industries. Since many markets are be- 
coming more competitive, wages may also 
be getting more flexible—-and unemploy- 
ment may rise less in recessions. Wages are 
also likely to be less rigid in short-term jobs, 
where workers do not become attached to 
their firm. On the other hand, since more 
workers now do jobs that are hard to moni- 
tor, or in which they need to co-operate, 
share information, be creative or be nice to 
customers, wages may become stickier. 

Mr Bewley’s book is not the last word 
on sticky wages. Some of his findings are 
probably specific to the north-eastern Un- 
ited States in the early 1990s. But his theory 
has a ring of truth to it. And if his example 
spurs other economists to venture out of 
their ivory towers,so much the better. 
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Eye on the storm 


WASHINGTON, DC 


This year’s meeting of the American Association for the Advancement of 
Science (AAAs), held in Washington, covered its usual eclectic range of topics. 
We report on three: the forecasting of hurricanes, how the world might end 
and a complete record of the genes in a fruit fly 


ROM space, there are few more awe-in- 

spiring sights on the earth’s surface thana 
hurricane: a white Catherine-wheel swirl of 
cloud sailing over an ocean’s perfect blue. 
From the surface, however, the awe takes on 
a more sinister tone. Mankind has come to 
take dominion over the natural world for 
granted. But the death and destruction thata 
hurricane can wreak are a reminder that na- 
ture is not always the benevolent mother 
that both ancient and modern myth-makers 
would have their audiences believe. 

Over the past 30 years, hurricanes have 
been responsible for four of the five biggest 
natural disasters to hit America. Although 
better forecasting and evacuation have, over 
the past century, reduced the death toll from 
7,000 to a few score each year, the amountof 
hurricane-induced damage to property has 
risen enormously. Hurricane Andrew, the 
worst to hit America in the 1990s, inflicted 
$37 billion-worth of destruction. 

That is why the aaas devoted a day-long 
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session to the science of hurricanes and, in 
particular, to ways of improving the fore- 
casting of their behaviour on time scales that 
stretch from hours to millennia. Such knowl- 
edge would be useful in many ways. It would 
help those in the path of a storm to decide 
their response. It would help those who gov- 
ern storm-prone areas to plan and regulate 
their buildings more safely. And it would 
help those who pick up the bill—the world’s 
insurance and reinsurance companies—to 
prepare and to stay profitable. 


Some teacup 


There are two obvious questions that people 
like to ask about hurricanes: “Is it coming my 
way?” and “How strong is it?” Existing mod- 
els are quite good at answering the first ques- 
tion: they can look three days ahead, with an 
average error of roughly 250km (150 miles). 
Considering that it costs some $450,000 to 
prepare a kilometre of coastline for a coming 
storm, the greater the accuracy the better. But 


forecasters are much worse at answering the 
second question. Hurricanes frequently gain 
or lose strength in ways that catch meteorol- 
ogists by surprise. Isaac Ginis of the Univer- 
sity of Rhode Island thinks he has a solution. 

Although hurricanes are aerial beasts, 
they draw their power from marine heat. Itis 
a pity, therefore, that existing models of their 
behaviour have such a poor grasp of the de- 
tails of the interaction between air and sea. 
Dr Ginis and his colleagues have put that 
right by looking at how a hurricane stirs cold 
water out of the ocean depths in a way that 
contributes to its own demise. 

The top few metres of the sea are rela- 
tively warm. At the bottom of this warm 
layer is a narrow zone called the thermo- 
cline, below which things suddenly become 
much colder. Normally, there is not much 
mixing of the water above and below the 
thermocline. A hurricane, however, can 
change that. The amount of mixing depends 
partly on the strength of the hurricane and 
partly on the depth of the thermocline. But 
the result of the mixing is to reduce the tem- 
perature at the sea’s surface—and thus to re- 
duce the strength of a hurricane. 

That explains, for example, why hurri- 
canes that cross from the Caribbean into the 
Gulf of Mexico often lose strength. Although 
the normal surface temperature in both bo- 
dies of water is about the same, the thermo- 
cline is nearer to the surface in the Gulf of 
Mexico. That makes it easier for a hurricane 
to stir cold water up to the surface. Applying 
knowledge about the depth of the thermo- 
cline over the entire North Atlantic to hurri- 
canes last season improved predictions of 
their strength by almost a third. 


Reaping the whirlwind 

Residents are primarily interested in know- 
ing when and where to run. But insurance 
companies need a little more information. 
To begin with, they want to know how much 
damage a given strength of storm is likely to 
do to any given piece of coastline, in order to 
make financial provisions. 

Auguste Boissonade works for Risk Man- 
agement Solutions, a firm based in Menlo 
Park, California. His firm, and others like it, 
are starting to turn out computer models that 
can estimate for an insurance company the 
cost of a storm even before it happens. These 
models work by integrating vast amounts of 
information from sources as varied as cen- 
sus results and satellite images. They have 
data notonly on the value, construction type 
and number of buildings in an area, and the 
likely value of their household goods, but 
also on the local topography and vegetation. 
That means they can work out roughly how 
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much a storm’s force will be broken by hills 
and trees before it has a chance to do signifi- 
cant damage. And that, in turn, enables in- 
surance companies to set their premiums 
more precisely. 

But insurers are equally interested in the 
frequency of damaging storms. Although 
strong hurricanes are rare, they do dispro- 
portionate amounts of damage. Around 85% 
of hurricane-related payouts are caused by a 
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mere one-fifth of the hurricanes that reach 
land. Firms want to know three things: 
whether big storms are becoming more or 
less common, whether certain coasts are be- 
ing hit more or less often, and just how fre- 
quent are the biggest of the big storms—the 
ones whose effects could break a careless in- 
surance outfit. 

The strengths and tracks of hurricanes 
hitting America have been recorded with 





Y AND large, scientists are an optimis- 

tic bunch. They are quite happy to 
leave fretting about doom and gloom to 
the philosophers. Some of them can even 
remain cheerful when considering some- 
thing that most people would regard as 
deeply depressing: the eventual destruc- 
tion of the earth. 

The earth’s fate is tied to that of the 
sun, which the laws of stellar evolution 
suggest will swell into a “red giant”, swal- 
lowing the earth up in about five billion 
years’ time. The details, however, are ob- 
scure. George Bowen and Lee Ann Will- 
son of Iowa State University decided to 
work them out. 

Their calculations suggest that the 
earth will survive the sun’s initial sudden 
swelling, but that the drag from the ex- 
panded solar atmosphere will then cause 
its orbit to shrink until itis consumed. The 
landscape shortly before the end will be 
apocalyptic indeed. The surface tempera- 
ture will reach 2,000°C, the oceans and the 
atmosphere having long since boiled 
away. 

This will produce a new atmosphere, 
which will consist not of oxygen and ni- 
trogen but of vaporised rock. The sky will 
be a deep, vivid red because the sun will, 
in essence, have turned into a huge red 
cloud. The moon will have gone (atmo- 
spheric drag will cause it to crash into the 
earth). Mars and Jupiter, tearing through 
the outer reaches of the solar cloud at su- 
personic speeds, will appear as bright 
streaks in the sky. 

The earth’s death spiral will last about 
2m years, as its orbit shrinks and the sun 
continues to expand. Then, in a flash, it 
will all be over. The planet will plummet 
into the heart of the sun and disappear. 

Or will it? Fred Adams, a physicist at 
the University of Michigan, has proposed 
a novel way in which the earth might es- 
cape this fate. By running repeated com- 
puter simulations, he has worked out 
what would happen if a red-dwarf star 
were to pass through the solar system. Dr 
Adams has found that there isone chance 
in 100,000 that this would cause the earth 
to be ejected from the solar system before 








to the ends of the earth 





the sun becomes a red giant. 

The planet would then meet an icy, 
rather than a fiery end, since after a mil- 
lion years or so the oceans would freeze 
solid. Bacteria would still be able to live in 
hydrothermal vents at the bottom of the 
oceans, kept going by heat generated ra- 
dioactively in the earth’s crust. Indeed, 
they might survive for as long as 30 billion 
years. But without a star to keep the earth 
warm, other forms of life would be 
doomed toa chilly death. 

In a forthcoming paper in Icarus, 
however, Dr Adams advances another in- 
triguing possibility: the earth could desert 
the sun and team up with another star. 
This would require a pair of red dwarfs to 
encounter the solar system and perform 
an elaborate gravitational dance with it 
fora few thousand years. At the end of this 
time, the earth would elope with one of 
the red dwarfs, which are extremely long- 
lived stars and would keep it at least fee- 
bly warm for billions more years. Admit- 
tedly, the chances of this happening are 
only one in 3m. But compared with being 
bumt toa crisp, it would not be the end of 
the world. 
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reasonable accuracy for over a century. A ca- 
sual glance at the data suggests that the num- 
ber of storms varies randomly from year to 
year. But if only those tempests strong 
enough to cause serious damage are studied, 
a disturbing picture emerges. The number 
and distribution of big hurricanes seems to 
flip-flop between two fairly stable patterns. 

James Elsner of Florida State University 
has plotted the number of big storms in the 
North Atlantic since 1900. From 1900 to 1942 
there was an average of 1.65 a year. From 1943 
to 1964 this number rose to 3.57. From 1965 to 
1994 it fell back to1.67—almost identical with 
that in the first four decades of the century. 
But in 1995 it rose again, and is now once 
more running at around 3}2. 

According to Dr Elsner, this change is re- 
lated to sudden shifts in the position of the 
long-term area of high pressure that sits near 
the Azores. Ultimately, he believes these 
shifts are caused by changes in the behav- 
iour of the “great ocean conveyor belt”, a 
long-term circulation pattern that moves sea 
water from the Pacific ocean, via the Indian 
ocean, to the North Atlantic ocean, and back 
again. 

When the conveyor is moving fast, it 
warms the North Atlantic, promoting the 
formation of strong hurricanes. Such shifts 
also seem toalter the balance of risk between 
America’s Atlantic and Gulf of Mexico 
coasts. A high-pressure area that lies well to 
the south-west (and is associated with peri- 
ods of fewer intense storms), diverts hurri- 
canes to the Gulf coast; north-easterly high 
pressure tends to send them towards the At- 
lantic coast. 

This pattern is also reflected in the 
amount of damage that big storms have 
done over the years. Superficially, the cost of 
storm damage has risen massively over the 
past century. However, Christopher Land- 
sea of the National Oceanic and Atmo- 
spheric Administration applied a little com- 
mon sense to the data by factoring out 
inflation, the rise in individual wealth over 
the period and, crucially, the increasing ten- 
dency of people to live by the seaside. Dr 
Landsea then asked, for each of the century's 
big storms, what would happen if an identi- 
cal storm with an identical track were to 
strike today? 

The pattern of damage was similar to the 
pattern of big-storm frequency uncovered 
by Dr Elsner. In particular, the 1970s and 
1980s were relatively quiet. It is perhaps no 
coincidence that these decades saw the 
greatest ever boom in seaside building in 
America. At least part of the reason for this 
may be that the planning authorities were 
lulled into a false sense of security by the 
chance of being in a quiet part of the long- 
term hurricane cycle. 

The current rise in the number of big 
storms seems, therefore, to be part of a natu- 
ral pattern. But many people worry that 
global warming will bring a further increase 
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in the number, and also the geographical 
distribution, of hurricanes. Kerry Emanuel 
of the Massachusetts Institute of Technology 
has reason to disagree. 

On the face of it, a warmer world might 
be expected to create more storms, and some 
climate models predict it will. Others, how- 
ever, suggest the number of hurricanes will 
fall. But Dr Emanuel’s point is that even the 
worst predicted tise will be lost as noise in 
the variation: in hurricane numbers from 
year to, year. 

-. On the issue of storms affecting more of 
the earths s surface, the worriers are, accord- 
: ing tothe models, just plain wrong. Their fear 
“stems from the fact that a warmer world 
would have more ocean with a surface tem- 
perature above 26°C, the minimum needed 
to permit a hurricane to form, and thus more 
places in which hurricanes could prosper. 
But although a warm sea is a necessary con- 
dition for a hurricane, it is not a sufficient 
one. Current climate models do not suggest 
an expansion of hurricanes’ natural habitat. 

The biggest storms of all have, however, 
been so rare in recorded history that it is. al- 
most impossible to make meaningful statis- 
tical inferences from them. Instead, you have 
to turn to the geological record. This has been 
done by Kam-Biu Liu, of Louisiana State Uni- 
versity, who has looked for traces of old hur- 
ricanes in the ponds that line much of Amer- 
ica’s Atlantic and Gulf coasts. 

Coastal ponds are usually separated 
from the sea by a sand dune a few metres 
high. A strong enough hurricane can pro- 
duce a surge of sea water over this dune. Nor- 
mally, the bottom of a lake is muddy, but a 
hurricane-induced surge will bring sand into 
the pond. So by taking a core from the bot- 
tom and looking for sand layers, Dr Liu was 
able to record the passage of ancient hurri- 
canes over the pond. Indeed, by taking sev- 
eral cores, progressively further from the 
coastal dune, and seeing how far a sand layer 
extends, he can make a good guess at how 
powerful a passing hurricane was. 

His first discovery is one that is gratifying 
to the insurance companies: the record of the 
past 5,000 years from 22 different sites sup- 
ports current guesses about the frequencies 
of really big storms. Any given bit of the coast 
seems likely to be hit by a hurricane of cate- 
gory four or five (the worst sort), on average, 
once every 300 years, But there is an interest- 
ing geographical variation: Gulf-coast sites 
are hit five times as often as those on the At- 
lantic coast. 

There is also longer-term evidence to 
support Dr Elsner’s theory of two stable hur- 
ricane patterns. Shifts in the position of the 
Azores “high” can be traced over the millen- 
nia by their effect on North America’s rain- 
fall. That pattern is well known from previ- 
ous work on climate changes over the past 
few thousand years. And it turns out, accord- 
ing to Dr Liu’s ponds, that shifts in the Azores 
high coincide with shifts in the hurricanes in 
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exactly the way that Dr Elsner predicts. 

Paleotempestology, as its practitioners 
call the subject, may sound esoteric. But all 
things connect in the end. If you live in a hur- 
ricane-prone area of the United States it is 
just possible that the size of your next insur- 
ance bill will be affected by what is found in 
some holes in the mud in Louisiana. 





Fruit-fly genetics 


Shotgun success 


HIS year’s AAAS meeting saw the passage 

of another milestone in genetics: a full re- 
cord of the genome (the ordered sequence of 
molecules making up the pna) of a fruit fly 
called Drosophila melanogaster. Or rather 
it did not, depending on your interpretation 
of events. The work was done collabora- 
tively, by a commercial gene-sequencing 
company called Celera and the Berkeley 
Drosophila Genome Project, a group that 
studies the fly at the University of California, 
Berkeley. In one of the conference’s opening 
sessions a trio of researchers from the two 
organisations outlined their completion of 
the project, but without actually admitting 
having done the deed. 

The reason for this verbal slipperiness, 
and the sphinx-like responses of Craig Ven- 
ter, Celera’s boss, to questions about the 
work, was that the formal scientific papers 
announcing the Drosophila sequence could 
not be rushed through the peer-review pro- 
cess needed for them to be published in the 
AAAS’s house journal, Science, in time to co- 
incide with the meeting. Instead, they will 
appear, with appropriate fanfare, at the end 
of March. 
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What the collaborators have achieved is 
nonetheless impressive. According to Mark 
Adams, who helps run the Celera end 
things, and Gerry Rubin, head of the Berke- 
ley group, the fly’s genome has turned out to 
be 120m paired letters (bases) long. Hidden 
within these 120m base pairs are about 13,600 
genes, half resembling genes known in other 
species and the rest new to science. 

This is useful information. Biologists 
have been studying fruit flies for almos 
century, so they now know quite alot abo 
them. Tying that knowledge to the exact ge- 
netic sequence will be a big step forward. Bu 
it is not just what was achieved, but how i 
was done, that makes the unravelling of the 
Drosophila genome so significant. 

Inbiology, creatures fal lroughly into two. 
camps: “eukaryotes”, organisms suchas a’ 
mals (man included), plants: and fungi, 
which have complex nuclei with severa 
chromosomes in their cells; and “prokary: 
otes”, bacteria and their kind which carry 
their pna in. different kinds of structures 





been analysed using a laborious approach 
that sequences each chromosome a bit ata. 
time. This is a lengthy affair, which helps to 
explain why only two other eukaryotes 
(yeast, and a small worm called C. elegans 
have had their genomes fully sequenced. 

The genetic sequences of prokaryotes, 
by contrast, are obtained by a process called 
whole-genome shotgunning, which Dr Ve 
ter has pioneered. This involves shredding 
all of an organism’s genetic material int 
pieces in one go by spraying it through a fir 
nozzle, and then sequencing the pieces wit 
out knowing where they came from. Do this 


random when itis forced through the nozzle, - 
the pieces produced will overlap with one’ 
another. All you need then is a powerful”. 
computer program to match up the over- 
laps, and you-can reconstruct the original or- 
der of the base pairs. 

This has been done for dozens of pro-". 
karyotes, but many researchers still doubted © 
that it would work for a eukaryote. Eugene. 
Myers, Celera’s computer wizard, has 
shown, in the case of Drosophila, that it can. ` 
This clears up much of the doubt. about. 
whether Celera’s researchers will be able to 
achieve their ultimate goal of sequencing the 
full complement of human pna by whole- 
genome shotgunning, preferably before the 
publicly funded Human Genome Project, 
which uses more traditional techniques, 
beats them toit. : 

Drosophila’s genome is only about 4% of 
the size of the human one. But Celera’s se- 
quencing machines and super-computers _ 
are working overtime on this much larger 
project. The company hopes to finish in a 
few months. If it succeeds, you can be sure ` 
that it will let fly with the announcement 
more eagerly than it did this time. 





mennee NATATION TO TENDER FOR nonsense 
SUPPLY OF AVIATION TRAINING EQUIPMENT AND RELATED COMPONENTS 


The Nigeran College OF Avietinn Technology (NCAT), Zara has the quindate ta gently mare 
the traning facdties in the collage in ine wath the (CAD standards and practices, 
he International Civil Aviation Organization UCAD) Masterplan for movement asd modernization of 
College Haining equipment anil related components, 
Cansaquent apon the above directive, NCAT hereby ivites tenders from competent and experienced 
avaten equipment manulscnmers/sugphers for supply of ie follovang aviation equgmeat as spacitied is 
Groups A Ù below, witch mast cover all the spocihed groups, 

The seope of supplies will indude SUT 1S NOT LIMITED TO- 
GROUP A 
i Piston Engine Overhaul Equipment 
i Airborne Radio Maintenance Equipment 
ii. Tools for Aircralt Maintenonce Engineers and Instructors, 
GROUP B 
i. Airborne Radio Maintenonce Training Equipment 
u Non Destructive Testing (HOT) Equipment for taining of Aircralt Maintenance Enginsering Students. 
GROUP C 
i. Computer bared Electronics Laboratory 
ii Telacommunications Laboratory {covering HE VHE WHE Microwaves) 

General intra structural Training Facilities, 

Nuv-aids Test Inctrumants and spare parts for Now-aids Training equipment rehabilitation. 

Radar Test instruments and Spare Party for Radar Training Equipment Rehabilitation, 


the Secretary, Tenders Board, NCAT P M. B. 1031 Zatia, aa Monday 7th February 2000 apan payment al 
anon mfundatle tee of $2,500 oF 250,000 in BANK DRAFT payable. to 
NIGERIAN COLLEGE OF AVIATION TECHNOLOGY, ZARIA, NIGERIA, 
Compiered tender documents should be submitted in a sealed envelope and marked 
“SUPPLY OF AVIATION TRAINING EQUIPMENT’ GROUPS A to C and addiessed to: 
THE SECRETARY, TENDERS BOARD, N. C.A. T 
PUNTUA ZARIA REL, ZARIA ASROQROME, P M B 103, ZARA KADUNA STATE, NIGERIA, 

Telers bids should be received oor balore Monday 27th Merch 2000 while opening of tie tanders shall be 

at 1200 noon on Tuesday 28h March 2000. 
AS completed tenders must be accompanied with company pofi and evidence of previous experience in 
similar aviation (raining aquipavent supplies, 
MANAGEMENT 


NIGERIAN COLLEGE OF AVIATION TECHNOLOGY, ZARIA. 


INVITATION TO TENDER FOR SUPPLY OF 


5 NEW CESSNA 172 SKYHAWK SINGLE ENGINE TRAINER AIRCRAFT 
P SERIES WITH ONE-YEAR BACK-UP SPARES. 


The Nigerian College of Aviation Technology, Zaria has the mandate to 
urgently improve the training facilities in the college in ine with 
the International Civil Aviation Organization (CAO standards and practices, 
the ICAO masterplan for improvement and modernization of 
the college training equipment and related components. 
Consequent upon the above directive, 
NCAT hereby invites tenders from competent and experienced 
Aviation Equipment Manutacturers/Suppliers for supply af 


5 NEW CESSNA 172 SKYHAWK SINGLE ENGINE TRAINER AIRCRAFT P SERIES 
(24 VOLTS) 
WITH 1 (ONE) YEAR BACK-UP SPARE PARTS. 


MENTS CAN BE QRT, FROM 


‘The Gerrtary, Tenders Board, NCAT, P M. B. 10314 Zaria, from Monday 7th February 2000 upon 
payment of a non refundable tee of $2,500 or N250,000 in BANK DRAFT payable to 
NIGERIAN COLLEGE. OF AVIATION TECHNOLOGY, ZARIA, NIGERIA 


Completed tender documents should be submitted in a sealed envelope and masked 
“SUPPLY OF AVIATION TRAINING EQUIPMENT? GROUPS A to C and addeaxsed to: 
THE SECRETARY, TENDERS BOARD N. C.A.T. 
FUNTUA-ZARIA RD, ZARIA AERODROME, FM. B. 1033, ZAMA - KADUNA STATE, NIGERIA. 


Tenders bids should be veceived on os balore Monday 27th March 2000 while opening of 
the tenders shali be at 19.00 noon co Tuesday 28th March 2000, 
Ail completed tenders must be accompanied with company prote and evidence of 
previews expanaoce i siriler aviat on kaining equipment supplies, 
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Government of India (GOI) Department of Disinvestment 


Requires a Global Advisor for disinvestment of GOI Shareholdings in 


National Fertilizers Limited (NFL) 


The Government of Lidia intends to dismivest its shareholding in National 
Fertilizers Limited (NFL) and proposes to appoint Global Advisor (GA) to 
wivise and assiet it. Lt has been decided to disinvest fifty one percent of the 
NFL equity through strategic sale, out of the equity held by the Government, 
along with transfer of management control in favour of the strategic bayer 


NFL a malti unit, multi product Public Sector Enterprise is one of the largest 
fertilizer manufacturers in india which, was established fn 1974 having 5 
plants. ane each at Bathinda, Panipat, Nangal and two at Vijaipar. The total 
installed capacity of NFL plants is JBI million tonnes of Urea and 0.318 
million tonnes of Cakiam Ammonia Nitrite (DAN). The Company also 
produce industrial Products like Nitric Acid, Ammoninm Nitrate, Sodiarm 
Nitrate/Sedium Nitrite, Sulphur, Methanol, Argon Gas, Liquid Oxygen ete. in 
addition to Bie-fertilixers at ite bodore Plant, NFL has a wile spread 


marketing net werk, particularly in Northern, Westera, Central and Eastern 


India. During 1998-99, the Company achieved overall capacity utilization of 
MELOT, In physical terms the Company produced 4.145 million tonnes of 


Urea and G.221 million tonnes of C 
of 3.388 million tonnes of fertilizers. [t eartied profit before tax of Rs.S83.479 


N. Frs sale shaving 1998-4 was to the tune 


million against a turnover of Rs.23.022 billion. 


The authorized capital of the Company as ow 31.3.1999 was Red billion with 
a paid op capital of Rs4.906 billion. The shareholding of the Government of 
india is 97.64% of the paid up capital, 


The responsibilities of GA will broadly cover advising and assisting the 


Gevernment in the disinvestment of NEL in aceordance with the decision of 


the Gevernment and would include the asseamuent and valuation of NFL. 
preparing a detailed information memorandum, marketing the disinvestment, 


inviting and evaluating the bids, negotiating with prospective buyers, 
drawing up of the sale agreement, shareholders agreement, advising on post 


sale matters and all other allied matters. 


Submission of Expression of Interest: 


Internationally reputed merchant / investment banks, consulting firms and 


finanoial institutions with expertise in privatization / strategic sales are 
invited to submit Expression of Interest for selection as GA, singly or as a 


consortioa, on or before March 22, 2000. 


The bidders are requested to collect the preseribed proforma for the 
Expression of Interest, and send their expression of interest to, and 
approach for further details, H any, the Director (Finance), NPL at the 
following address: 


RA Joshi, 

Director (Finance) 

National Fertilizers Limited 
AcLL, Sector - 24, NOIDA 

Distt. Gautam Budh Nagar (UP) 
Pin - 201 301 (India) 

Phone: 4548021 Fax: 4540080 


The bidders are required to deposit. alongwith their Expression of Iiterest, a 
non-refundable earnest fre of INR 25.000 (or US Dollar equivalent) by way 
of demand draft payable at Delhi ii favour of National Fertilizers Limited. 
The Government reserves the right te relase any or all Expressions of interest 


without assigning any reason, therefore. 
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The formula that drives 


Formula One 


Formula One motor racing might be about to abandon Europe’s race tracks. 
So why are car manufacturers keener than ever to be associated with it? 


HIS year’s season of Formula One races 

begins in Melbourne on March 12th. A 
few weeks later a meeting will take place in 
Brussels that could dramatically change the 
face of the sport. The European Commis- 
sion’s competition authorities will sit down 
with the Fédération Internationale de l'Auto- 
mobile (FiA), the sport’s governing body, to 
hear its objections to the commission’s in- 
terim ruling last summer that the sport is or- 
ganised uncompetitively. In particular, the 
commission is unhappy with the way the 
FIA has awarded exclusive broadcasting 
rights to a company owned and run by one 
of its vice-presidents, Bernie Ecclestone. It 
thinks rv rights could be negotiated track by 
track or team by team, allowing other tv 
companies to get part of the action. 

Max Mosley, head of the rra, says that 
the bureaucrats in Brussels don’t understand 
the reality of motor sport: the racing teams 
have enough on their hands and prefer to 
leave it to Mr Ecclestone to handle the broad- 
casting contracts. Besides, Mr Ecclestone 
comes round at the end of each season and 
shares out some of the proceeds from his sale 
of the pictures to networks round the world. 

Occasionally, private resentments by 
team managers break into public warring 
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between a few of them and Mr Ecclestone. 
But, in the end, the racing teams are happy to 
let him get on with making pots of money 
and handing some of it back to them. Need- 
less to say, some broadcasters and tv pro- 
duction companies are not happy with this. 

More seriously, the fia forbids racing 
teams from competing in other races, which 
is one reason why Formula One teams stay 
clear of America’s IndyCar circuit. While 
Indy racing scores as a live spectator sport, 
Formula One—with its long, narrow 
straights and its focus on one car behind an- 
other—is made for ty. Sponsors love it, 
which helps explain why Formula One is in- 
vading America this year while Indy racing 
travels little. Another reason for Formula 
One’s international dominance is that Mr 
Ecclestone offers big discounts to broadcast- 
ers who agree not to show other car races. 

If the commission sticks to its guns, the 
FIA is threatening to abandon Europe, which 
hosts 11 of the 17 Formula One races, for the 
countries in Asia and South America that are 
crying out to stage them. Should the sport 
move away from Europe, its creative heart 
would almost certainly stay in the crescent 
of south-east England where most race 
teams are clustered, and where Indy cars are 





also developed. But it would be a blow to the 
hard-core European supporters who des- 
cend in droves on circuits like Monte Carlo 
throughout the season. 

Formula One, though, is not really about 
the crowds who go to the races to see cars 
blur past them in seconds. The real crowds 
are the ones that Mr Ecclestone has mobil- 
ised around the world since he saw the tv 
potential over ten years ago. His company, 
Formula One Administration, claims an im- 
probable 40 billion viewers throughout the 
season, by which it means viewings of not 
just the races, but of the qualifying and the 
endless news reports. 

Such numbers draw big sponsorship 
and advertising, from oil and tobacco firms, 
and others. The threats to ban tobacco ad- 
vertising on cars are not as potent as they 
seem. Mr Ecclestone’s Tv engineers have 
worked out how to use digital technology to 
get round the bans. If tobacco advertising on 
cars or on trackside billboards is made illegal 
in, say France, all they have to do is to leave 
the car decals and the billboards blank, and 
to “paint” the advertisements onto the signal 
that is broadcast to the rest of the world. 

The same technology is used to sell the 
space on a billboard many times over. A Bra- 
zilian supermarket chain, for instance, will 
pay to have its advertisement appear only in 
the Brazilian coverage of a race. 

Apart from its run-in with Brussels, the 
only other problem that the sport faces is 
boredom. Races too often turn into proces- 
sions with little real overtaking: a blistering 
start by stars like Mika Hakkinen or Michael 
Schumacher can put one of them in front for 
the whole of the race, barring breakdowns or 
accidents. Indeed, Formula One is increas- 
ingly made up of a trio of leading teams, a 
handful of middle-rankers, and a long tail of 
slower cars which somehow cling on, helped 
by the largesse from Mr Ecclestone. 

One reason for this stalemate, which the 
FIA is working on, is aerodynamic. Racing 
cars are really like upside-down aeroplanes, 
using their aerodynamics to stay on the 
ground rather than take off. As a car prepares 
to overtake, the air turbulence of the wake 
from the car ahead interferes with the down- 
force of the overtaker. So, just when it most 
needs stability, it loses some. The solution 
being studied is to halve the amount of 
downforce allowed on any car. 

Neither the boredom nor the threat from 
the £u, however, is deterring the world’s 
leading car companies from becoming more 
involved in the sport. This year will see some 
familiar names appearing on the track: Bmw 
isjoining up with the Williams team, provid- 
ing engines and engineering; Honda is doing 
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the same with British American Racing: Mer- 
cedes has deepened its successful relation- 
ship with McLaren; while Ford has bought 
the Stewart team from former champion 
driver Jackie Stewart, and will race under the 
Jaguar name, which it owns. 

The reason for the appearance of these 
big car makers is simple: with a glut of cars in 
mature markets, they need more than ever to 
build their reputation. The association of 
Bmw with sporty driving, for instance, en- 
ables its mass-produced small cars to com- 
“mand a premium price. Attractive design 

and advanced engineering are necessary but 
not sufficient: these days manufacturers 
need the image, the automatic consumer 
association with excitement, to lend an aura 
-to their boxes on wheels. And thanks to Mr 
Ecclestone and all thatrv coverage, nothing 
delivers aura like motor racing...and, out- 
‘side America, that racing is Formula One. 






















Working fathers 
Men behaving 
 daddily 


Farner Courace. By Suzanne Braun 
“Levine. Harcourt; 288 pages; $24 


F PROOF were needed that we are past 

half-time in the sexual revolution, it is 
provided by this lively book. A chronicle of 
the struggles of a sample of American fa- 
thers trying to find a new balance between 
what the author calls the “Triple Crown” 
(family, work and social life), it shows the 
other side of the phenomenon of the work- 
tng woman: the phenomenon of the family 
man. It begins with some surprising facts: 
an American survey in which 93% of men 
and women agreed that the care of children 
should be shared equally by both parents; 

and a finding by the author that, “Not one 
man I spoke to wanted to be the same kind 
of father that he had had.” 

The 1990s have been described as a de- 
cade of “men behaving badly”. “Father 
Courage” suggests that over the next ten 
years, at least in America, men may try to 
make amends by taking on more of the 
responsibilities of raising their children. 
Some of the issues facing these (inevitably 
working) men will be the same as those 
that faced women, 30 or more years ago, 
when they set out to redress what they saw 
as unacceptable gender imbalances. 

First and foremost, there is the guilt. For 
women, it was mostly about not being 
there for their kids; for men, is about not 
maximising their pay, about not providing 
“enough”. Both sides also have in common 
an uncomfortable feeling that they are in 
denial of the things that they were best de- 
`: signed for: the deep-seated view that men 


102 


are outdoor hunter/gatherers and women 
are home-making sucklers...and rarely the 
twain shall meet. 

There are also social and political barri- 
ers to be surmounted before either gender 
is free to make the sort of choices that will 
transform society from one, as Ms Levine 
puts it, “in which half of human experience 
has been off limits to the other half of the 
population.” The political landscape could 
be tilted more in favour of families, she be- 
lieves, whilst in the workplace there is “the 
unabated pressure on a man to perform as 
if he had no other life.” 

Employers are rarely as accommodat- 
ing as they might be. For Ms Levine, “The 
courage to renounce travel stands out as the 
signal act of a truly committed parent.” But 
few of the companies which profess to be 
so keen on equal opportunities for women 
take pains to accommodate the fathers 
who want to be home when the equally- 


Japanese animation 


opportuned mums are not.Evencin the- 
home, Ms Levine says that men have to 
fight for equality. Women, she says, are re- 
luctant to “relinquish the mystical powers 
attributed to motherhood and really share 
the glory as well as the housework.” 

Some of the issues facing today’s $u- 
perdads are quite different from those that 
faced yesterday’s supermums. By tradi- 
tional standards, women were fighting to 
take a step up. But by those same stan- 
dards, men are often asking to take a step 
down. This presents problems, not so much 
because it’s a step down to change baby’s 
nappies, but because it’s a step down to 
earn less than baby’s mum. It makes com- 
petition between the sexes continuous and 
on all fronts. It turns women into bread- 
winners and men into consumers. 

The pity is that Ms Levine’s study is lim- 
ited to the United States. For only there has 
the cohort of baby-boomer. supermums 
created a generation of men that want to be 
superdads—that want (like their mothers) 
to have a go at having it all. In most other 
parts of the world, women are still raising 
their boys to expect the old-style contract in 
which, in return for bread-winning, they 
gain a support structure that keeps their 
children (and much else) at arm’s length. 

Underlying the change in America is 
the assumption that there is little that is 
more rewarding for any parent than to 
walk hand-in-hand to school with their 
adoring seven-year-old and no agenda 
other than the walk. Some fathers have yet 
to be convinced of this. Even when they 
know they can’t have it all, they still think 
they'll be better off as the chairman of Gen- 
eral Motors. 








Toy stories for grown-ups 


TORYO 


apan’s animators have taken up where their country’s live-action film 
pa p ry 


makers have left off 


HE increasingly stunning animation 

emerging from the United States (in films 
like “A Bug’s Life” and “Toy Story 2”) is, quite 
literally, child's play alongside the full-length 
animated films that have been pouring out 
of Japan since the early 1980s. Nothing could 
be farther from the comforting world of 
Bambi, where formulaic characters and 
storylines are never allowed to frighten or of- 
fend, than Japan’s edgy, provocative, docu- 
mentary-like “anime”. One is eye-candy for 
kids; the other a demanding rollercoaster ofa 
ride for people of all ages willing to explore 
the outer limits of their fears and longings. 

Until recently, anime (a Japanese abbre- 
viation of the borrowed English word) had 
little more than a cuit following outside Ja- 


pan. However, animation epics such as 
Hayao Miyazaki’s “Nausicaa of the Valley of 
the Winds” (1984), Gisaburo Sugii’s “Nighton 
the Galactic Railroad” (1985), and Katsuhiro 
Otomo’s “Akira” (1988) have been an inspira- 
tion for a younger generation of film makers 
in the West. Luc Besson, the influential 
French director of “The Big Blue”, ranks Mr 
Otomo’s nervy “Akira” alongside the very 
best live-action films from the legendary 
Japanese director Akira Kurosawa. 

Recently, a wider audience has begun to 
appreciate the efforts of such groups as Stu- 
dio Ghibli, Production LG. and others within 
Tokyo's talented anime community. Much 
of the credit goes to- Disney's art-film unit, 
Miramax, for translating Mr Miyazaki’s 
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A honey, bare 


PARIS 


IRIKOU is.atiny black African baby, so 
quick-witted and fleet-footed that it 
takes more than v craft or prejudice to 
1 his native village 
2m people have 
seen i pete i and the Sorcer- 
ess”, an animated movie in which he stars; 
more than 300,000 copies of the video cas- 
sette have been sold since it came on the 
market in September; and the film has 
been praised in Scandinavia, Germany, 
the Netherlands, Belgium and Italy. 
© Life for this cartoon charac- 
ter, though, got off to an unpro- 
mising start. Before crawling his 
way out of his mother’s womb in 
the film’s opening sequence he 
had to endure four contentious 
years making the leap from his 
(French) creators drawing- 
‘board to. Frances cinema 
; screens. Designed and directed 
by. Michel Ocelot, the film is 
based on a medley of West Afri- 
can tales. Kirikou discovers that 
a beautiful sorceress holds his 
village in thrall. The men have 
gone missing and the well has 
dried up. So Kirikou sets off for 



















“Princess Mononoke” and releasing it in ase- 
lected number of theatres in America last 
November. The film—which pits a medieval 
people with their greed and thoughtlessness 
against the forces of nature in an epic con- 
frontation that leaves both sides in ruin—is 
the biggest domestic box-office success of all 
time in Japan. 

In America, “Princess Mononoke” 
opened to rave reviews but less-than-spec- 
tacular receipts. Families, expecting typical 
Disney fare, may well have been shocked by 
the film’s mature themes. Of all Mr Miya- 
zaki's work, this is his darkest and most dis- 
turbing film, with a generous share of vio- 
lence, death and even sexuality, as well as a 
conclusion that seemingly resolves nothing. 
But despite the film’s mixed reception in 
America, Disney has (to its credit) followed 
up with another of Mr Miyazaki’s master- 
pieces. His animated classic, “Laputa, Castle 
in the Sky” (1986), which is loosely based ona 
passage from “Gulliver's Travels’, is ex- 
pected to go on limited release this spring— 
though probably not at its original three- 
hour length. 

Half a century ago, it was the rich imag- 
ery and psychological insights of Japan’s 
live-action cinema that astonished and cap- 
tivated the West. Films such as Mr Kuro- 
sawa’s “Rashomon” (1951) and “Seven Samu- 
tai” (1954), and Yasujiro Ozu’s “Tokyo Story” 
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the Forbidden Mountain to ask his grand- 
father for help, only to be told that the sol- 
ution lies in personal courage and “the na- 
kedness of innocence”. 

Nakedness is precisely what has 
caused the problems. French producers 
with an eye on the American market asked 
Mr Ocelot to put bras on his female figures 
and a nappy on Kirikou. He refused and 


they backed out. So Mr Ocelot put together ` 


a production package that included funds 
from several sources, This involved mak- 


REOVE 





ing parts of the film in Budapest and Riga. 
The film opened in New York, Chicago. 
and Los Angeles on February 18th, hoping 
that its charm would conquer Disney's 
land. But the nudity issue is already loom- 
ing. Mr Ocelot was asked after one preview 
why he depicted black women with bare. 
breasts and not white women. His answer? 
“There are no white women in the film.” 
A British distributor for “Kirikou and 
the Sorceress” has yet to be found. The pac’ 





` turned it down.on the grounds. that, al- 
„though it is “beautifully designed”, “the 


film’s depiction of bare breasts and child 
nudity will prove problematic in terms of 
conventional! iy prudish Anglo-Saxon ideas 
of what is appropriate entertain- 
ment for children.” | 
Such reservations are hardto: | 
understand. The film’s. stylised 
figures, silhouetted against the. 
vivid reds, blues and greens of a. 
dreamland Africa, are handled | 
with the: respect that comes of 
love. Mr. Ocelot. grew up in © 
Guinea and he sees his film asa 
tribute to “noble people whom I 
learned to love” and toa culture. 
that has a “healthy, straightfor- 
ward attitude to nudity”. Indeed, 
the film is so healthy and 
straightforward that ithaswona 





Kirikou a and friends adie for joy 





prize in Cairo. 





(1953) set new standards for film makers ev- 


erywhere. For the past couple of decades, 


however, Japan’s mainstream cinema has 
been indecline, at the same time as the coun- 
try’s avant-garde animators have been 
reaching new artistic heights. “It appears that 
anime is taking centre stage in the Japanese 
film industry, pushing live-action movies to 
the wings,” says the author Kenji Sato. 

Why should this be so? Cost is certainly 
partof the answer. Hollywood has raised the 
ante in live action to a point where no one 
else can match the sums that go into making 
films like “Titanic”. Though not cheap, ani- 
mation offers a way of making stylish films 
without spending anything like as much. 

Another factor is the help that anime has 
had from its close cousin, manga, the Japa- 
nese comic books that have become perva- 
sive since the 1970s. A number of successful 
full-length animations, including Mr Miya- 
zaki’s “Nausicaa”, have been based on pop- 
ular manga stories, and many of today’s ani- 
mators honed their skills in publishing. 

But is this enough to account for the Jap- 
anese preference for animation over live ac- 
tion? Why should they feel more comfort- 
able with a reality that is decidedly 
two-dimensional? Could it be—as Mr Sato 
wrote in a Japanese magazine, Echo, shortly 
after “Princess Mononoke” was released— 
that the Japanese moviegoers’ flight to 


anime is part of the ethnic self-denial that 
has suffused Japanese society, particularly 
since the end of the second world war? 

Benton achieving the twin goals of mod-. 
ernisation and westernisation, Mr. Sato 
claims that “the Japanese have rejected their 
own history and traditions and sought to be» 
come Nihonjin-banare (de-Japanised)—a 
generally. complimentary term implying 
that onelooks and acts more like a westerner 
than the average.” As Mr Sato points out, an. 
enduring feature of anime as well as manga 
is the way that the characters (the femaleses- 
pecially) are drawn with a blend of Japanese 
and Caucasian features. “In short,” says Mr 
Sato, “the characters of anime show the Jap- 
anese as they would like to see themselves.” 

This may be going too far. What is fot 
sure, however, is that in their haste to catch 
up with and overtake the West, the Japanese 
have allowed their delicate framework for. 
dramatic expression to disintegrate. Most 
people in Japan today find it perfectly nor- 
mal for western actors toexpressemotionsin - 
a direct and forceful way. But if Japanese ac- 
tors do the same, the result comes across as. 
corny. Ironically, for many Japanese. the. 
zhin, insubstantial reality of animated film. 
may well appear more alive—more ani- 
mated, literally—-than the flesh-and-blood: 
reality of their own live-action films. 
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Anatoly Sobchak 





NYONE whotakesan interest p 
in Russia is likely to remem- 
ber pictures of Boris Yeltsin on a 
tank rallying crowds in Moscow 
in August 1991 to oppose a plot to 
end the country’s nascent democ- 
racy. In a less publicised event of 
that momentous time, Anatoly 
Sobchak was foiling an attempt 
by the plotters to take over Lenin- 
grad, Russia’s second city. Speak- 
ing from the steps of the Winter 
Palace, he gave heart to the thou- 
sands who did not want to seethe 
clock turned back. Deploying 
weapons no more violent than 
his personality and his command 
of language, he persuaded the 
commander of armoured troops 
moving on the city to withdraw. 

Mr Sobchak was at the time 
chairman of Leningrad’s first 
freely-elected city council. After 
dispatching the plotters he was 
elected to the powerful job of ex- 
ecutive mayor with a huge major- 
ity. He had already, in June, won a 
referendum to have the city’s 
name changed to St Petersburg, as 
it had been called in pre-revolu- 
tionary times. Not everyone was 
enthusiastic. As Leningrad the 
city had held out against the Ger- 
mans in the second world war, 
one of the most remarkable de- 
fences in the annals of warfare. 
Was its heroic stand to be con- 
signed to history? But Mr Sobchak 
had such a hold on the city that, 
whatever their misgivings, most 
people were prepared to give him what he wanted. 

They may have been surprised a bit later when Mr Sobchak in- 
vited the elderly Grand Duke Vladimir Romanov, claimant to the 
tsarist throne, to the re-dedication ceremony, the first visit he had 
made to Russia. In 1992, when the grand duke died, Mr Sobchak al- 
lowed him to be buried in the tsars’ family crypt in the city. To 
many Russians, the ways of democracy must have seemed 
strange. He was probably better understood by westerners, who 
recognised in him a familiar figure, a progressive conservative. Al- 
though at one time he was Russia’s second best-known politician, 
after Boris Yeltsin, and was spoken of as a future president, that 
sort of talk faded. The Russians, perhaps the world’s most volatile 
voters, dump their leaders with the casualness of movie stars 
changing wives. For a number of reasons, some of his making, 
some perhaps not, Anatoly Seobchak was dumped with a bump. 
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Memories of Stalin 

He was 16 when Stalin died in1953, so although he grew up ina Rus- 
sia that became gradually freer, Mr Sobchak had a pretty good 
idea of what life was like ina police state. His grandfather, a Bolshe- 
vik, was purged by Stalin and died in jail. His grandmother, a 
Czech, introduced him to liberal ideas. He trained to be a lawyer 








Anatoly Sobchak, a flawed reformer, 
died on February 2oth, aged 62 


without drawing too much atten- 
tion to his increasingly non-con- 
formist outlook. A thesis he wrote 
on the benefits of the free market 
while teaching at Leningrad Uni- 
versity was hidden away for years 
bya kindly examiner. 

Leningrad in the late 1980s, 
when Mr Sobchak first came to 
prominence, was a crucible of 
new ideas (as it had been some 70 
years earlier when the commu- 
nists were planning revolution). 
One of his colleagues was Galina 
Starovoitova, a passionate re- 
formist who was later murdered, 
apparently by a political oppo- 
nent (Obituary, November 28th 
1998). One of his law students was 
Vladimir Putin, now Russia’s act- 
ing president. Mr Sobchak won a 
seat in the new semi-democratic 
national parliament that Mikhail 
Gorbachev had created. In de- 
bates he spoke of his dream of a 
free democracy when “greedy, in- 
competent leaders would lose the 
power to reduce our lives to ab- 
surdity”. He took on members of 
the old guard, who had never pre- 
viously been exposed to the rig- 
ours of open debate, and pushed 
Mr Gorbachev towards more re- 
form. The intelligentsia adored 
him; and for ordinary Russians 
watching on television this was 
heady stuff. 

Did he believe it? Perhaps he 
did at the time. His later years as 
mayor of St Petersburg were 
marked by compromise. He had to get on with the powerful peo- 
ple who really ran the city and provided much of the employment 
for its 4.5m people. The intelligentsia fell out of love with him. But 
the old guard decided that he was a man they could do business 
with. The people of St Petersburg felt that they were not getting the 
economic rewards of democracy that they had expected. Crime 
was rising. Mr Sobchak was not re-elected mayor in 1996. 

Worse was to follow. Mr Sobchak was accused of accepting | 
bribes while he was mayor. He moved to France. When he re- 
turned to Russia last year the charges against him were dropped. It 
is not clear if the evidence against him was slight or did not exist, or 
whether, as some said, Mr Putin intervened on his behalf. He al- 
ways said he was innocent. When Mr Sobchak died this week, of a 
heart attack, he was campaigning in Kaliningrad for Mr Putin, who 
is seeking election as president on March 26th. Some critics have 
expressed surprise that Mr Sobchak linked his fortunes with Mr 
Putin, former head of the secret police in Russia and East Ger- 
many, and the butcher of Chechnya. But in transient and contra- 
dictory Russia, their association may have had a logic. Mr Putin is 
by nature an authoritarian who has apparently accepted democ- 
racy. Mr Sobchak was a democrat who felt he had to accept some 
of Russia’s old authoritarian ways. 
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MiTSloan 


For Information: 
Telephone: 617 253-7166 
Fax: 617 252-1200 
E-mail: sloanexeced@mit.e 
http: //mitsloan.mit.edu/ex 


Massachusetts Institute 
Sloan School of Manage 


fice of Executive Educ: 
50 Memorial Drive: 

uite ES2126 0 
Cambridge, MA 02142 
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Special Executive Programs 


E-Business: Developing an 
Internet Business Strategy 


Strategic Management 

in the information Age: 
Beyond E-Commerce 

(to be held in Barcelona, Spain) 


Managing the IT Infrastructure 
for Global Competitiveness 


Management of Change 
in Complex Organizations 


Executive Program in 
Corporate Strategy 


Modeling for Organizational 
Learning through System 
Dynamics 


The Executive Program 
for the Americas 


Product Design, Deveiopment 
and Management 


Entrepreneurship 
Development Program 


Management of Research, 
Development and 
Technology-Based Innovation 


for this course please contact: 
617 253-2101 / Fax 617 253-8042 


Current Issues in Managing 
Information Technology: 
IT Management in an 


E-Commerce World 
for this course please contact: 
617 253-2348 / Fax 617 253-4424 


The Sloan Fellows Program 
One-year MBA program for 
mid-career managers preparing 
fer general management and 
leadership roles 


The Management of 
Technology Program 
One-year Master’s Degree 
in Management of 
Technology for Mid-Career 
Technical Managers 





The Oxford Advanced 
Management Programme 


18 June — 15 July | 1- 28 October 2000 


Presents a global overview of the business enterprise and its strategic challenges. This 
programme at Templeton provides a unique opportunity to stand back and pursue your own 
learning agenda, assisted by a world class team of individual tutors and in the company of 
some of the most international and high calibre senior executives. 


Name 
Please send details of: 


The Oxford Advanced Management Programme Address 
Return to: 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0x1 5NY, England Tel 


Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk Email 


Fax 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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COURSES 





“IMD was our springboard 
and it still maintains 
our momentum” 


Hans van der Velde 

President & CEO Visa International EU 
Alumnus of 

Seminar for Senior Executives, 1991 

(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 













Matti Alahuhta 

President Nokia Mobile Phones 
Alumnus of 

Managing Corporate Resources, 1989 
Orchestrating Winning Performance, 1995 
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Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile Phones 
have a lot in common. They both have international careers that benefited from attending a senior general management program 
at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 





Both these top executives are convinced about the high return on the investments they have made in executive education. 
lf you want to capitalize on your leadership potential and give your company a leading edge you should carefully consider 
attending one of IMD's senior executive development programs, some of which are shown below. 


International Program Breakthrough Program Managing 
for Board Members for Senior Executives Corporate Resources 
Boards in Transition Corporate growth and personal effectiveness Dring business unit success and shaping corporate futures 
3-day forum for new and experienced members 2-week general management program for 3-week general management program, 
of main boards. Examines the growing pressures international managers at executive committee, incorporating company projects, 
to change the functioning of boards, their role, group or divisional level who aim to lift the for experienced executives who formulate 
operation and composition business to new levels of value creation. or implement business unit strategy. 
Starting date: May 3, 2000 Starting dates: June 5 or October 9, 2000 Starting dates: May 8 or October 30, 2000 
Program Orchestrating 
for Executive Development Winning Performance 
Preparing fast-moving managers for the next big step Global business forum for the 3rd millennium 
10-week comprehensive general management program 6-day theme-based program for individual managers 
for upper middle managers. Can be extended into ne and teams. Offers personal selections of subjects 
an Executive MBA. ! from multiple electives 
Starting dates: July 14 or October 9, 2000 : = Starting date: June 28, 2000 


INTERNATIONAL 


Real World. Real Learning’ 


Please contact Ms. E.W. Gonzalez at the International Institute for Management Development, Lausanne, Switzerland 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Website: http://www.imd.ch 
Ms. Pebody would also be pleased to inform you about IMD's Executive MBA program. 
For information about our full-time MBA program, contact 
Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 E-mail: mbainfo@imd.ch 
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: COURSES : 





— 
` INSEAD 








INSEAD’s General Management 


Programmes are for executives at key 





points in their career paths. 


Led by a team of senior. faculty, the programmes 

offer an international cross-cultural perspective, opera- 
tional skills and the questioning mind 

and innevative energy necessary for an organisation 5 


future leaders to lead and mane change. 


Aanagement Prog ramme 


Advanced 





v Developed over 30 years ago, the programme constant- 
ly incorporates new thinking 

into an evolving curriculum, 

Dedicated to the enhancement of already acquired busi- 
ness acumen in an international environment, 

it blends innovation and strategic perspective for senior 


general managers with substantial profit centre responsi- 


bilities and for high-level functional executives. 





INSEAD’s General Management 















rogr mmes 


Developing International Leaders 


International Executive Programme 
- n Fontaineb! 


For new modula ar version, 





VA complete management development experience 
for senior functional managers preparing themselves 
for positions of increased responsibility in general man- 


agement, 





The International Executive Programme strengthens 


and hones their current skills while expanding their 





knowledge base and international business perspectives. 


Young Managers Programme 
& Ts S 
- 3 weeks in Fontainebleau or new modular version, 
2 weeks in Singapore , E week in Fontainebleau - 





ao This programme will give dynamic young managers 
S S 2 2 5 


the broader perspectives they need to solve complex 
business problems, essential for the move into higher 


managerial responsibilities. 

















First Name 


ny Name & Address 








Mr/Mrs/Dr/Other 


i Job Tithe 


Postcode 
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Harvard University 
John. F. Kennedy School of Government 


For physicians, trustees, and non-physician leaders in the health 
core industry. Explores recent trends and developments in managed 
care, health care economics, and health policy. April 8-14, 2000. 


Initiatives in Conflict Management: Planning 

for Civil-Military Cooperation 

Presented jointly with the National Security Program and the 
Conflict Management Group, and is for mid-to-upper level U.S. 
and international participants from the government, military and 
private sectors, Prospective applicants are typically involved in 
intervention at all stages of conflict and reconstruction. 

April 30-May 7, 2000 


Leadership for the 21st Century 

Senior executives from the public, private, and non-profit sectors 
investigate ways to exercise leadership effectively in the face of 
the toughest challenges. May 7-12, 2000 


Environmental Economics: A Course for the Non-Economist 
Leads public and private sector officials toward a greater 
understanding of economic aspects of environmental problems 

and policies. May 15-21, 2000 


Leadership Education Program 

Practitioners of leadership education learn about new skills, 
techniques and concepts for teaching and training on leadership. 
May 15-26, 2000 


Kennedy School-HiID Program for Leaders in Development 
For senior leaders from developing, newly industrialized and 
transitional countries. Focuses on the problem- solving, analytic, and 
strategic skills needed to implement major political and economic 
transitions and institutional chonge. June 12-23, 2000 


Infrastructure in a Market Economy 

Designed for senior public and private sector officials from both 
industrialized and newly industrialized countries. Focuses on effec- 
tive policies for implementing and regulating the private provision 
of infrastructure, July 9-21, 2000 


Senior Managers in Government 

For senior executives in the federal government and their private 
sector and international counterparts. Focuses on management 
of change, policy analysis, negotiation, leadership, strategy, and 
organizational management. July 30-August 18, 2000 


HARVARD 
F 


JOHN KENNEDY 
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PROGRAMS ON LEADERSHIP FOR SENIOR EXECUTIVES 
Two-day programs for senior executives in the public, private, and 
nonprofit sectors. 


Managing People for Maximum Performance 

Bringing out the best in the individual and the organization. 
March 27-28, 2000; July 17-18, 2000; ( 
2000; November 13-14, 2000; December +, 2000 


Promoting Innovation and Creativity 


Breakthrough strategies for new products, processes wks sol lutions. : 


March 29-30, 2000; July 19-20, 2000; 
October 18-19, 2000; December 6-7, 2000 


Effective Decision Making 

Making wise choices in the ee of risk and uncertainty. 

April 3-4, 2000; July 24-25, 2000; October 23-24, 2000; 
December 11-12, 2000 


Strategies for Enhancing Executive Influence 
Communicating persuasively inside and outside the organization. 
April 5-6, 2000; July 26-27, 2000; October 25-26, 2000; 
December 13-14, 2000. 


COURSES OFFERED ONLY IN WASHINGTON, D.C. 
Two-day programs for senior executives in the public, nonprofit, 
and private sectors, 


Essentials of Decision Making 
How to avoid biases ond achieve better outcomes. 
June 19-20, 2000 


Strategies of Persuasion 
Provides a systematic approach for influencing others. 
June 21-22, 2000 


For Further Information and Roplicatons 
Enrollment Services ; : 
Kennedy School of Governrasit 

Harvard University 

79 JFK Street 

Cambridge, MA 02138 

Phone: 617-496-0484, exi.122 

Fax: 617-495-3090 

E-mail: KSG_ ExecEd@harvard.edu 
http://www.ksg.harvard.edu 


UNIVERSITY 


SCHOOL OF 


GOVERNMENT 


October 16-17, | 
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COLUMBIA UNIVERSITY 


















Prepare yourself for leadership 
positions in the public, 
nonprofit, and private sectors. 


ith a curriculum unsurpassed in 

diversity and scope—from regional 
institutes covering the globe to pro- 
grams focused on international finance 
and business, human rights, media, envi- 
ronmental policy, social welfare policy, 
and public and nonprofit management— 


AN INNOVATIVE EXECUTIVE ee r 
M B A about our degree programs: 


* Master of Public Administration 
« Executive Master of Public Administration 
« Master of International Affairs 


IMM -THE INTERNATIONAL 
MASTER'S IN MANAGEMENT 


Unique schedule 
Six two-week modules over two years 
at three different locations 
internet communication while off campus 


YWIVIAV O119dNd ANV IVNOLLYNYILNI JO TOOHDS | 





A joint venture by the business schools 
of three major universities: 
Purdue University, USA 
Tilburg University, The Netherlands 
















In your next negotiation, 
make sure you have 
the strategic edge. 


Budapest University of Economic Sciences, Hungary 
A European and a US degree 


AACSB accredited 










Strategic Public Sector Negotiation, May 22-26, 2000 





International in all dimensions: 


Whether you produce formal agreements or contracts, structure complex 
financial transactions, resolve disputes, or negotiate for authority and 
resources, Harvard's Strategic Public Sector Negotiation offers 
you an opportunity to move to new levels of negotiation expertise. 
Designed for senior executives at the public/private interface, this 
powerful, fast-paced, short program will help you: 


participants, locations, faculty, curriculum, 
case studies and projects 


Start: January 2001 


For more information: 


Purdue =P. +I 765 49477 00 
E. keepinfo@mgmt.purdue.edu 













© add strategic dimensions to your negotiations 
e strengthen your. analytic abilities 

© internalize tactical skills needed to produce 
successful and lasting agreements. 













Tilburg P +3 l. 13466.86 00 For brochure and application, please contact: 
E. tias.imm@kub.nl Nancy Huntington (617) 495-1142, ext.134 
Budapest P +36 | 210 02.31 e-moil: KSG_Execkd@Horvard.edu 
Ẹ Internet; www.execprog.org 


. mfindrik@mail.vki.bke.hu 
a HARVARD UNIVERSITY 


http://tias.kub.nllinformationiimm JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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Where will you be tomorrow? 


: INFORMATION SESSION 





You are a highly-motivated, successful manager or professional in your 30s or 40s 
London at least ten years' experience, and you want a challenging and intensive programme which 
Thursday 16 March, 6.30 pm will prepare you for the most senior and international positions in industry or for building 
London Business School your own world-class business. The 10-month Sloan Masters degree is offered by only three wen A oe 
aes Place | schools. You will acquire knowledge and skills in all areas of general management and can special 

Peak ce particular interest through a wide-ranging portfolio of elective courses. 

sloaninfo@toncon.edu At London Business School you will have the opportunity to explore the latest manageme 

world-class faculty. You will share your experience with a select international peer group of the vel 
whose maturity and diversity give the Sloan Masters its distinctive edge. Together, you will acquire new 
sharpen your managerial skills, develop your business vision and change the future for yourself and ou 



















SCHOLARSHIPS 

A number of partial scholarships 

are available for candidates 
bs from emerging economies, Regent's Park 

) women with leadership potential London NW1 4SA 


EFA 





and for candidates with Contact: Helen Wiliams : 
entrepreneurial potential. Tel: +44 (0)20 7706 6952 l : 
R ps Fax: +44 (0)20 7723 1153 - Business : 
London Business Schoo! exists to ` F 
advance learning and research in email: sloaninfo@london.edu 


businass and management 





| EC25/02/00 www.london.edu/sloan transtorning unis 


When you invest 
in your life, — 
choose the right 
| placement. 


Do your MBA at E.M.LYON: the school of management at Europe’s cosmopolitan 
hub. Culturally-mixed. Entrepreneurial. 1 year full-time, 2 year part-time. 
Teaching in English or French. Worldwide network of exchanges. Emphasis 
--on personal development. Nearly four job offers for every graduate from a 
who's who of multinationals. Call Jacqueline Del Bello on 334 78 33 78 65 

~ or e-mail: mba4@em-lyon.com. 


Cesma MBA at E.M.LYON EUROPEAN 


* ENTREPRENEURIAL 
Do it for yourself. 

















LEARNING 
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An intensive program for — 
individuals with a career 


The MSF Program _ 


it ® Builds upon prior degree in business, 

| economics, law, or other quantitative 

L School of ALL discipline. 

| Busines @ Provides advanced education in financial 
theory and management. 

® Emphasizes applied research and modeling, 


as well as the international and regulatory 
dimensions of finance. 


















æ Holds classes on Thursday and Friday 
evenings and on Saturdays to accommodate 
Contact us today working professionals. 






for more information, # Can be completed in one year full time 


(202) 994-1576 or two years part time. 





. lon Facilitates the development of a network of 
msfinan(/gwu.edu professional colleagues from a cross-section 
www.gwu.edu/~msf of prominent organizations. 




















International Certification Program 


The Chartered Treasury Manager (CTM®) designation is a symbol 





of excellence and a mark of achievement. A strong evidence of adherence 
to professional standards and code of ethics. After successful completion 
of study and examinations, the Charterholders of ACTM will earn the 





right to use the CTM designation and join the growing global profession 
of treasury managers. 





The Association of Chartered Treasury Managers offers the International 
Certification Program leading to the designation, "Chartered Treasury 
Manager" (CTM). The CTM Program is designed to promote knowledge, 


skills and integrity among treasury professionals worldwide. 


INCTM 


The Association of Chartered Treasury Managers 





For more details and a free brochure, please contact us at 
Telephone : T 408-241-4895 (International); 1 877-410-3702 (US) 
Fax : 1 419-710-8860 Email: info@actm.org. « Website’: www.actm.org 





ACTM, CTM and Chartered Treasury Manager are trademarks. 
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In the emerging digital economy, 
managing organizations is a totally 
new ballgame. You need to 
understand Information Technology, 
know where it's going, and find ways 
to exploit it for the benefit of your 
enterprise. 







The Universita Cattolica at Piacenza 
offers a new program leading to the 
Master of Management in the 
Network Economy (MINE) degree. 


The aim of this program is to 
produce managers who can score 
higher than their competitors within 
© the context of the new economy. 







® Location: Universita Cattolica del Sacro 
Cuore, Placenza, Italy 


@® Language of Instruction: English 

2: @ Duration: 16 months 
@ Starting Date: 

» September 18, 2000 

XW Applications: 

"March t- May 15, 2000 





SIEMENS 


-pc.unicatt.it 


cL 


The Options Workshop 


of Interest Rate Derivatives 
- Exotic Options 


Derivatives: Special Topics 
+ Volatility 









AIF - 
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: THE MASTER OF MANAGEMENT 
IN THE NETWORK ECONOMY 


Technology Partners: 


In cooperation with the faculty of 
INSEAD 
and in association with 


Amsterdam Exchanges AEX 


- Stock Option and Foreign Currency Option Pricing 
- Option Trading Strategies and Risk Management 


The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 


~ Credit Risk and Credit Derivatives 
~ Mathematics of Derivative Securities 


For information, please visit our Web site or contact us directly. 


Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-5200161 
e-maih info@aifnl - internet: www.aif.ol 


PENN STATE EXECUTIVE PROGRAMS 


THE SMEAL COLLEGE OF BUSINESS ADMINISTRATION 





MANAGEMENT IN (OTHE NETWORK ECONOMY 












The Master of MINE Program is 
the result of collaboration 
between the Center for Research 
on the Applications of Telematics 
to Organizations and Society 
(CRATOS), Universita Cattolica 
at Piacenza, Italy and the School 
of Information and Management 
Systems (SIMS), University of 
California at Berkeley, USA. | 






* General : 
Management 
Programs 


















* Finance 
. Marketing 


. Manufacturing/ 
Logistics 






* Custom designed 
programs for 
indivi ual 


FONDAZIONE 


DI PIACENZA E VIGEVANO 















PENNSTATE 


Fett a at Toll-free within U. 
Outside 
Fax: (814) 86 


TELECOM 


ə info.min 







oc.unicatt.it 


Amsterdam 
Institute of Finance 


The LSE summer School 2000- 
3 July - ~ 11 August 
Accounting, Finance & Management 





Session One Courses: 3 July ~ 21 July” 


















E Principles of Accounting 
m Management and Accounting for E-Commerce 
E Business Analysis and Valuation 
(April 3 - 5) E Finance 
(April 5 - 7) @ Marketing 
@ Principles of Organisation and Management 
@ Introduction to Strategic Thinking & Game Theory 
for Management 
CAPU ee) Session Two Courses: 19 July - 11 August | 
(April ts 13) E Financial Markets 
E Options, Futures and Other Financial Derivatives 
E Management & Entrepreneurship 
(April 17 - 18) @ Bargaining and Negotiation 
(April 19 - 20) E Market Research 
(April 25 - 27) @ International Business Strategy 












For details on these and our other summer courses: ~ Contact: 
The Summer School Office, Room N1, Houghton St, 
London WC2A4 2AE 

Tel: +44 (0}20 7955 7554 Email: Ess@ise.ac.uk 
http://www. |se.ac.uk/summer-schools 



































University 
of Oxford 


| YEAR PROGRAMME 





è International è intelligent 


Individual 







è Integrated 





Website: www.sbs.ox.ac.uk 


Email: enquiriest@sbs.ox.ac.uk 
+44 1865 224371 


1865 228471 










Tel: 











Fax: +44 






















THE BUSINESS SCHOOL OF 
THE UNIVERSITY OF OXFORD 


WITH THE 


BATH 







Our excellent ratings for 
| teaching and research, a full 
range of accredited Pull and 
Part-time programmes, and the 
career success of our graduates make us 

one of Britain’s top five business schools, 






Located in one of Europe’s most idyllic cities, with a course community 
of mature, experienced participants from all over the world, the Bath 
MBA offers you a first class education that will broaden your horizons in 
| more ways than one. 

Meet us on the European MBA Tour: London Kensington Hilton, 
Monday 20 March; Stockholm World Trade Centre, 22 March; 
Budapest Marriott Hotel, 29 March or contact us 
quoting Ref. EC2/00. See our website for full details. 

Tel: +44(0)1225 323432. Fax: #44(0)1225 826210. 
Email: mba-info(@jmanagement bath.ac.uk 
wwww.bath.ac.uk/ Departments/ Management 


University of Bath School of Management, Bath 


BA2 TAY, UK. UNIVERSITY OF 


39 BATH 


i avenne: 
SCHOOL OF MANAGEMENT 
“AENEAN aane 














Ere 


TUFTS UNIVERSITY 


The Fletcher School 
of Law and Diplomacy 


Search Extended 
Leir Chair in International Humanitarian Studies 


established in 1933 as the first graduate school of 

the USA, seeks a new full-time, tenure-track tenured 
position for the Leir Chair in International Humanitarian Studies. Rank will be at 
the Associate/Full Professor level, and the successful candidate will help to form 
and direct a new institute of Humanitarian Studies. Candidates for this position 
should have expertise in political development/humanitarian studies with an 


The Fletcher School 
international aft: 





















interest in arcas such as refugees, migration, African studies and complex 





emergencies, Given the interdisciplinary nature of The Fletcher School, the 
successful candidate could come from any of a broad range of disciplines in the 
ciences, The ideal candidate should have teaching, research and practical 
sional experience. Review of applications will begin March 20, 2000. 

{a curriculum vitae, relevant publications and syllabi, and 















sog 
profes 
Applicants should 





three letters of reference to: 












Associate Dean Maria Judge 
Leir Chair Search 
The Fletcher School of Law and Diplomacy 
Tufts University 
Medford, MA 02155 USA 











The Fletcher School is an Equal Opportunity/Afirmative Action employer, 
encouraging applications from women and members of minority groups, 








e AMBA Accredited Degree. 


e An intensive nine-month bilingual program 
(French/English). 


e The leading school in Political Science 
and Economics, founded in 1871. 


e A distinguished international faculty. 


e An urban campus in the heart of Paris. 


174, Bd Saint- 33 1 45 44 B8 $2 
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HIID at Harvard University 


Program on Investment Appraisal and Management 
For 15 years this Program has successfully trained professionals in all aspects of Investment 

appraisal. The Program uses an innovative integrated analysis methodology, 
which is being applied by institutions around the world. 


May 23-June 23, 2000 
Gambridge, Massachusetts, USA 
















“Financial Analysis *Eeonomie Analysis *Risk Analysis “Projest Finance- 
a “Computer Modeling *Risk Management 
















for more information, contact: 
Dr. Glenn P Jenkins, PIAM 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
Ves sara 6 14 Story Street, Cambridge, MA 02138, USA 
Tel: 617-495-0867 Fak: 617-495-9786 E-Mail: plamusr@hiid,harvard.edu 







AAS Ee KFie ip 
PEIOR GTT 



























Derg 1 THE Your Link to a Network of International 
HE Rpa alle HeWeeKe Expertise and Opportunit 
oe ae FLETCHER i Bpariinray 
, : SCHOOL The Global Master of Arts Program (GMAP) 

j 4 The Fletcher School at Tufts University is launching a first-of-its-kind, ongygal 














Masters Program in International Relations, combining Internet mediated and’. 
residential learning, Through three intensive two-week residential sessions and 
extensive use of Internet-based technologies. the program will have all the hallmarks: 
of a Fletcher education. GMAP students will work closely with an internationally 
respected faculty and will receive the highest quality professional education in 
international affairs, Graduates will enter an active and influential international alumni 
community. This program is designed for mid-to-high level professionals whose job f 
responsibilities preclude taking a full year off for a traditional residence based RS S 
program, The international curriculum will cover courses in: Negotiations, lechnology 


Policy, Leadership & Management, Transnational Social Issues, Crisis Management & 


Analy Finance, International Economic & Business law, Trade Economics & 
Political Economy. The first class will enrol in late July of 2000. ` 






























Contact Information: 
‘Tel: 617-627-2429 Fax: 617-627-3005 
Web Site: www. fletcher.tufts.edu E-mail; fletcher-gmap@tufts.edu 





The University of Reading 


gateway to the best careers 
in the global financial markets 
g 


SPANISH 


l in SPAIN a 


in FRANCE, in BELGIUM 












in BELGIUM 












CERAN LINGUA 
International information 
and reservations: 










* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 
{Special conditions available) 
* JUNIORS from 11 to 18 years 
~ FRENCH in BELGIUM Putting int i ith aers 
- ENGLISH in ENGLAND, e RO Bra arE WIK OUT Iearnerg: nternet 
in BELGIUM at breaks, meals and evening socio-cultural activities ax: | (413) 584-3046 http://w WEETAn com 


A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME i 























up to 45 private and/or group lessons 
and pedagogical activities 













Tel: + 32- 87-79 11 22 
Fax: + 32- 87-79 11 88 
& Since 1975 E-mail 

in USA: Languagency Customer @ceran.be 
Tel: | (413) 584-0334 | 
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Leiden University 
Faculty of Law 
International Law Programmes 


Leiden s an historic city ard a genuine aniversity town situated sear The Hague, the Crach 

political ve contre and the legal capital of the world (int nak Court of 

Justice, d criminal Tritsus foe the Forner Yagowlavie, iras s Tribunali For more than four 
centuries Loklen University tas been a respected, imemationsily oriented University of the highest standing 


Leiden Law Courses (LLC): 

More than filly undergraduate courses hi Public fnternationai Law, European Commomty Law, and 
Comparative A 

Master of Laws: 

LL.M. in Criminology 


Core courses include: Dutch Criminal Law wad Procedure, eT ay R, bo Penal ogy, 


LL.M. in European Community Law 

Care courses are: Basie Course in Community Law, Tax Law, tntelleetual Property Law, Commercial Law, 
European integration and Private International Law, Extenal Relations of ihe EC, Competition Law, and 
European Human Rights Law. 


LL.M. in International Business Law 

‘The course inclades afl key eanes of imemational business transactions, incliding Intemational Business 
Law Land H, Internations! Banking and Finance, Intemational ` 

the World Trade Organisation, Comparative Competitions (Anti Tru ral olinies on such topes 
as Project Finance apd Banking issues, Company wad Group Relatio ips, Islamic Banking, international 
Commeicial Arbitration in indonesia, Privatisation in Russia and Karakstan, and International Mergers and 
ACIDIR, 


LL.M. in international Air & Space Law 

‘This course deals with all importam International ligal and policy aspects of aviation ari 

and inghides core mousse. on Publi ties and institutions; Private air law: treaties 

Space law; treaties and law-making: pligaticns, institutions and national fawi a AP EAH 
anrespace hiw, Te overall emphasis of the course will be on the relationship between the legal theory and 
the practice of avigtiin and space activities proper. 


LLM. in: Public Intemational Law 

Cote coutses are: Fable Intemational Law, Literationnt nomics, International instintional Law, 
internmional Litigation, Sustainable Development, International Protection of Human Rights, International 
Humanitarian » Self Determination and State Creation, Accountability of hiternational Organisations, 
and UN Pusivekseping. 

The Ph.d Programme: 

Athroe to four yaar research programme under the supervision ofa senior faculty member, 


For further information please contact: 
“OMfce of International Law Programmes Pu 
Leiden, The Netherlands” Teleptooae: 31 (0971 


of Law Leiden University PO. Box 9521, 2300 RA 
OOH ISTE Telefax: H (YT L-827-7732 


Email: milprogd@lawLoidenUnival 


| 








The World Bank institute and the Capital Markets Development Department of the World Bank 
jointly announce à global training seminar on 


Building Subnational Debt Markets 
in Developing and Transition Countries 
April 4~6,2000 +» Washington, D.C. 


Objective 
<~ To provide the analytical and policy $ 
tools necessary to develop well- 
regulated and eficient private 
subnational debt markets in 
developing and transition countries, 


Teaching methods 

A combination of presentations, case 
studies, and group and open 
discussions, The course will be 
conducted in English, 


Location and Dates 
Sector coverage + Washington, D.C, April 4 - 6, 2000, 
+ infrastructure finance, financial sector 
development, debt management, 
regulatory and institutional reform. s 


Audience 

Senior officials from centrat 
governments, regulatory agencies and 
tocal and regional governments, 
managers from investments banks, and 
staff from Fis and other agencies. 


Topic coverage 

+ Legal, regulatory and institutional 
policy framework for subnational debt 
markets; creditworthiness; city 
financial management strategias and 
techniques; municipal bond markets fi 
in the US, Europe, and developing 
countries; market structure, 
instruments, issuance process, credit 
rating, credit enhancement 
techniques. . 


Faculty 

Experts from the private and public 
sector, universities, and the World Bank 
Group. 


Tuition cost 
US$906, Applications are due by 
21 March 2000. 


Foran application or more information, please contact 
Mr. John Saville via fax at 1-202-334-8350 or vie email at jsaville@workibank.org 
or visit our website at veew.worldbank orgfbi/capitalmarkets/debimikts 
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Phe A Asoo! 
Universi 


; arope mä the world respectiv- 

que opportunity of earning, the prest- 

igious: Univers ity of. Bradford MBA ‘degree ab. Various locations 
across continental Enfope. With ude from öy pontries 


ilities, a 
world: view but a 


NIMBAS M Ais guaran ed, toot waly e 
apen ı new doors Fluent Engl lish, a degree and 


in Utrecht, the Netherlands 


EAR PART- TIME. MBA 
in Utrecht, the Netherlands, and in Berli litt, Bona: agd 
Mainz, Getmany 


TWO- YEAR EXE 
yS nday 


Sat ibe ý 
md y), two it: the Netherlands: two in the 
dnPrance 


week/Saturday 5 
UK, two in Germany, and on 


NIMBAS is pleased to arrange dividal consuhations for those 
with a genuine interest iñ an MBA please Contact the Head OF 
Jor further details. 





NIM BAS WAM BA CLundom) acereditet 


E- 


ENPC School of 


MIB développement, étuabtis 


THE ENPC MBA 


Accredited by AMBA 


at the Ecole Nationale des Ponts et Chaussées 
founded ino L747? 


a aia a E E a ad 


The ENPC MBA is a 13-15 month full-time-or 2 year part-time 
MBA programme in English at one of the most pres tigious 
Grandes Ecoles in France. The ENPC MBA culture is international, 
innovative and entrepreneurial, fostering a strong sense of ethics 
and contribution through business. 


(Globul Vision Matticultural Environment 


Participants choose European, 75 students represent an average 
American or Pacific Basin options of 27 nationalities. ENPC is 
combining study in Paris with located in the heart of Paris. 
programmes and professional 
experience abroad. 
Each student builds his own cur- 
riculum based on their professio- 
drawn from a roster of outstan- pal objectives. 
ding professionals and entrepre- 
neurs from around the world. 


‘nanional 


ment d'enseignement techiigiue prev’, 
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The Transnational MBA 









“THE FORDHAM MODEL. For a good blend 
of face-to-face schooling and Net learning, 
one model for the future may be Fordham 

. University’s Transnational MBA Program.” 


— Business Week, 10/4/99 


‘With meetings held one weekend a month, Fordham’s 
Transnational MBA Program encourages business 
professionals from around the world to earn a fully 
accredited MBA in just over two years. Between 
classroom weekends, interactions occur on the Net, 
enabling attendees to keep their full-time jobs while 
earning a premier MBA. Visit us at: 
www.bnet.fordham.edu/public/ programs/tmba. htm 
or call (212) 636-7272 or e-mail us at tnba@embanet.com. 


Va FORDHAM 


GRADUATE SCHOOL OF BUSINESS 
BANK 


INSTITUTE 
















The World Bank Institute (formerly 
the Economie Development Institute 
of the World Bank) is pleased to offer 
an intensive two-week course on 








The World Bank, Washington, DC 
July 17-28, 2000 


Objective: To share the World Bank's experience and knowledge in the use of 
environmental economics to address environmental problems at the macro, sector 
and project levels. General principles, techniques, case studies, publications, and 
software will be used to illustrate six modules: 
















1e Analysis of Environmental Problems 4- Valuing Environmental / Health Impacts 
2» Setting Priorities 5- Deciding on Policies, Programs & Projects 
3. Contemplating Policy Responses 6» Monitoring & Evaluation 

Faculty: A core team from the World Bank, and internationally known academics. 
Audience: Advisors, Public and Private Sector Professionals, NGOs and Academics. 
Qualifications: Background in economics, English proficiency, and computer literacy. 
Registration Fee: U9$1,850 for each participant from World Bank borrowing 
countries (except for those being sponsored by international organizations), and 
153,600 for all other participants, including those sponsored by international 
organizations. Fee includes tuition, lodging, health insurance, training materials and 
use of computers. Travel and subsistence are additional. 


Application Deadline: May 1, 2000 
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The Trinity MBA ¢ 
1 year, full time, International, Gener! Management... 
Next Progiammie begins September 2000 
+Aceredited by the Association of MBAs 


To apply contact; Catherine 
Tek 353-1608 1004 
email: TrinkyMBAG 

web wew.tod ie’ 


SCHOOL OF Bt RSETY GF DH! Fi 






A, Ai. hi, a hl, 
Royal Holloway 


4 University of London 


www a 


Royal Holloway is a College of the University of London. Unlike: 

other top research departments, we limit postgraduate numbers to: 
10 - 15 to ensure that students gain personal attention fro 
academic staff. For 1999 / 2000, the Department is offerin 
number of College Scholarships paying home fees that can be 
held in conjunction with a Teaching Fellowship contributing 
£3,000 - £5,000 towards maintenance. 


MSc Economics 

MSc Financial & Industrial Economics 
MSc Political Economy 

MPhil Research degree 

PhD Research degree 


Enquiries to the Postgraduate Secretary, 
Department of Econamics, 

Royal Holloway, University of London, 
Egham, Surrey, TW20 0EX 

E-mail: pgecon@rhbneacuk 
http://www. rhbne.ac.ak/economics/ 











3 Postgraduat 


in Economics 
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re WORLD 
@ RANK | © LATIN AMERICAN 
SPA INSTITUTE | TRADE NETWORK 


Negotiations in the WTO: 
Theoretical and practical tools for 
designing strategies 
3-14 April 2000, Buenos Aires, Argentina 


Objective Audience 

To provide theoretical and practical Government officials, private’: 
training on trade negotiation issues executives, consultants and senit 
which are of particular relevance for researchers and professors. 
developing countries and the £ 








































subject of debate at the WTO. Teaching Method 
A combination of lectures, hands- 
Topics on case studies and group 


Dynamics and perspectives of WTO 
negotiations; multilateral rules and 
their implications for Latin American 
countries; agricultural negotiations 
and the SPS and TBT challenge; 
negotiations on services: the case of 
telecommunications and financial 
services; evaluation of the TRIPS and 
TRIMs agreements and the 
upcoming negotiations. 


discussions. A simulation exercise 
will be. conducted on agricultural 
negotiations. The course will be 
conducted in Spanish, 






Faculty/Resource Persons 

Dr. C. Correa, Dr. B. Hoekman, 
Dr. C. Lofer, Dr. H. Torres and 
Dr. D. Tussie with the support of 
the World Bonk Group staff and 
LATN researchers. 













Structure 

The course is organized in units. 
Participants may register for the 
entire course or individual units. 


Deadline for Application 
17 March 2000. 





For more information, please contact Ms. Celsa Dominguez 
via e-mail at rrii@sinectis.com.ar or via fax at (8411) 4375-1373 








www.worldbank.erg/whi | www.latn.ora.ar 
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of HARVA RD UNIVERSITY E THE CENTER FOR WORLD BANKING AND FINANCE 
TE 5 ; n ; AT THE Economics INSTITUTE IN BOULDER, COLORADO 
PRIVATIZATION, REGULATORY REFORM 


& CORPORATE GOVERNANCE THE 12TH ANNUAL 
June 26 - July 14, 2000 Cambridge, Massachusetts, USA MONETARY POLICY AND BANK MANAGEMENT PROGRAM 
Session 1: May 8-May 26, 2000 Session 2: May 29-June 16, 2000 










































«The Record on Performance and + Methods of Privatization: Auctions 
Reform of State-Owned Enterprises Share Flotation, Concessions and THE 6TH ANNUAL 
+ The Rationale for and Problems of Strategic Investors MICROFINANCE TRAINING PROGRAM 
Public Ownership = Mass Privatization in Transition Session 1: June 26-July 14, 2000 Session 2: July 17-Aug. 4, 2000 
a dots 4 3 A 8 
e Privatization of Natural Monopolies: Economies 
Theory and Evidence * Recent Privatizations: Data and 


* Regulation: Structure and Methods Conclusions 


* Deregulation and Competition Policy + Post Privatization Corporate Governance 


» Labor and Privatization + Sector Case Studies 


mninicntinns, Transpartatine, MUtines? 












Lecturers included: Kenneth Arrow, William Baumol, Eduardo Engel, Paul Krugman, 
Jeffrey Sachs, Joseph Stiglitz, Lawrence Summers, Jean Tirole.(Directed by Eytan Sheshinski), 
HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 
Fax: (617) 495-9786 Tat: (817) 496-9482 Email: pep@hild.harvard.edy 
WWW.HEPO. HARVARD. EDU/TRAINING 













For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
\ and secure in their Jobs or Professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your 
life and work experience. University equivalent credits are given for your 

job, military, company training, industrial courses, seminars and 

business experience. We accept university credits no matter when taken. 


WASHINGTON INTERNATIONAL UNIVERSITY 


“I earned my American degree in 
just one year...at home!” 


1). You study ar home - no classroom attendance 2) Earn your Bachelor, 
Master, PAD. in one year. 3) Enrollment open now in Business 
(6 MBA fields of study). - Engineering - Diplomacy - Counseling - Computer Systems - and 
more. 4) One-on-one faculty advisors $) Graduates in 112 countries and 36 states in the USA. 
To request your catalog and application: 
P.O. Box 1138 Bryn Mawr, PA 19010-USA 
FAX: 610.527.1008. e-mail: admissions@washint.edu 






























Our graduates are recognized for their achievements in business and industry. 
We will assist you in completing your degree requirements at your own pace 
through home study. 


Send/fax detailed resume for a MOG ag Vee Vee 


Pacific Western University 

24.000 600 N. Sepulveda Blvd, Dept, 137 , Los Angeles, CA 90049, (310) 471-0306 
: CALL: (800) 423-3244, ext, 137 UK: 0800-960-413 

Fax: (310) 471-6456 e-mail: admissions@pwu.com 

http://www.ca.pwu.com 














Alumni 
Worldwide 





















eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’. That means no time out from your career. 
Log on and you're there. Network as you learn, interact with respected 
technology leaders and fellow professionals from around the globe. 





Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 





www.isimu.edu 
Denver, Colorado 


Accredited Member DETC 


isim university 


Become tomorrow's eStrategist 








S 


OF SOUTH 


MON 





















Preston University ` cas ape apes 
THE CINCINNATI MBA | COLLEGE DEGREES 

Unique One year Progra min US DISTANCE EDUCATION ON YOUR SCHEDULE 

Ae B.S., M.S., Ph.D. Many fields, No classes. 

Excellent RO! , Begins 14:06:99 NO COST evaluation! Send resume. 

For information: 6400 UPTOWN BLVD NE SUITE 308-W 





PRESTON 


UNIVERSITY 

















Cheyenne, Wyoming, USA graduate@uc.edu 
www.cha.uc.edu/mba 
Bachelor/Masters/Doctorate Degrees 513.556.7020 


through Distance Education sit Gabe tal 


On-Campus Programs: BBA, BSCS and MBA 
available for International Students 
at our Cheyenne Campus. 

Accredited by W.A.U.C. » Licensed by the Wyoming State 
Department of Education under W.S. 21-2-401 to 21-2-407. 
Preston University. Dep EC25/2: 

1204 Airport Parkway © Cheyenne, WY 82001 + USA 
Tel: + 1 (307) 634 1440-2 Fax: + I (307) 634 3091 
Email: admissions @preston.edu * www.preston.edu 


TENDERS 


®WorldBid 


INTERNATIONAL TRADE LEADS 
Buy 


H, 15. 28009 Madrid (Spain), 7 
2.899 Fax: +34914318054 f QO tx 
E iseda. comm WIRE/CABLE 
View details at: 
www.worldbid.com 
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1 ; COPENHAGEN PEACE 
: RESEARCH 
as INSTITUTE 


School of Managem 





Director 


management of COPRI. 


announcement. 





COPRI 

Fredericiagade 18 
DK-1310 Copenhagen 
K 

Denmark 





Dynamic Sales Professionals 








Meyado is Europe’s premier 
provider of investment advice to 
internationally minded people 
living and working abroad, They 
relyion our Investment Consultants 
tO manage their finances 
caffectively, Our ambitious plans for 
Jothe next millennium start now with 
4p the-expansion of our Sales Force 
world-wide, 


You are an acknowledged high 
achiever with at least 7 years 
experience, proven sales success 
and you are aiming for a long term 
éareer with excellent promotion 
prospects. 










You will have already built up 
the skills and credibility to 
deal with clients at the 
highest levels. Meyado 
will provide you with 
“comprehensive 
{training and ongoing 


Could you capitalise on your overseas experience? 





< The Copenhagen Peace Research Institute invites applications 
> tor the post as director from 1 January 2001. 


Responsible to the Board appointed by the Minister of Research 
and Information Technology, the director undertakes the daily 
The director should be an 
-cinternationally recognised scholar who has conducted research 
in subjects relevant for COPRI and have a multidisciplinary 
“|. outlook. S/he should have solid documented administrative 
“cand networking experience and leadership skills. The 
‘directorship is initially for a 5-year period; the Board of COPRI 
may extend this by an additional 3 years without a new 


Applications in English must reach the Board of COPRI by mail 
or hand delivery (not fax) by 3 April 2000, 


“Please request our information package containing the full 
“announcement text, research plans and hiring procedures. 


Tel: +45°3345 5050 

Fax: +45 3345 5060 

E-mail: info@copri.dk 
Internet: http://www.copri.dk 


Exceptional OTE Package 
Locations Worldwide 





Living and working in your chosen 
city world-wide, you will be expected 
to work in the English language. This 
should be the last career move you 
ever make... 


Do you believe you have the 
commitment and the drive to build an 
exciting new career with us? Will you 
be stimulated by the demands and the 
benefits of a serious, results orientated 
package? 


Then please send your CV and a 
covering letter to: 


Human Resources, 
Manager, Meyado 
International Limited, 
The Warren, Grove 
Farm, Church Road, 
Stoke Hammond, 
Milton Keynes, MK17 
9BP, United Kingdom 











"F support to equip you 
Powith the tools 

=f necessary for success 

—)-asan international 

~ <P Investment Consultant. 
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Helping people... 
.. Achieving Goals 


Alternatively, please 
fax applications on 
+44 1525 270 788, 
or e-mail them to 
careers@meyado.com 


= Frankfurt + Madrid œ Lisbon + Stockholm > Prague * Sao Paolo + Buenos Aires + Santiago 








Spanish Leader Consultancy Firm with an impo 


























LECTURER/SENIOR LECTURER 
IN LOGISTICS AND SUPPLY 
CHAIN MANAGEMENT 


The Cranfield Centre for Logistics and ‘Transportation, located 
within the Cranfield School of Management, is a leading centre 
of excellence for research and teaching in these fast developing 
subjects. The Centre offers both a full-time and part-time _ 
MSc in Logistics and Supply Chain. Management. as well as 
an extensive range of executive programmes. The work of the 
Centre is supported by an extensive research activity and the 
Supply Chain Knowledge Centre. 


As a result of continued growth in its work, the Centre is seeking 
to appoint additional teaching faculty. 


Ideally, candidates will be well qualified academically ad 
professionally and would have had industrial experience in any 
part of the supply chain. We welcome applications from practitioners 
as well as academics and initial enquiries should be addressed to 
Professor Martin Christopher at Cranfield School of Management, 
Cranfield, Bedford’ MK43 OAL, United Kingdom. ‘Telephone: 
(01234) 751122, fax (0 1234) 752691. 

For an application form, please contact the Personnel Department, 
Cranfield University, Cranfield, Bedford MK43 OAL. Telephone 
(01234) 750111, extension 2000 (24 hour rocrilimant line 
quoting reference number: C/0027B. ee 

Closing date for receipt of applications: ist Ao 














































international activity, is looking for experts with 
proved experience in Development Co-operation: 


Ref.: MP-0200 | 
international Co-operation Social Program Manager o 
{2 years assignment} 


* Education: High Degnee in Social Science, Economy or Law, 






















* Sectorial Experience: More than 10 years in International Co-operation : 
Social Programs, (experience with children and ‘young people will be 
appreciated) 


* Geographical Experience: Latin America 

* Salary: To be fixed subject to candidate profile. 
Ref.: CD-0200 
Development Co-operation Consultants 
* Education: High Degree (experience in post-grade will be appreciated). 






















* Areas of expertise: 
-> Social and Rural Development, Education, Health. 
=? Social Infrastructure, Housing and Environment. 
~> Micro-enterprise creation. 
> Institutional Support. 


* Experience: More than 5 years in International Co-operation 
Development. 






* Salary: To be fixed subject to candidate profile. 





* Objective: Short and long term assignments for International Co- 
operation Programs. 






Candidates should send a detailed Curriculum Vitae preferably to the © 
following e-mail address: interepdatabase@woal.es or to P.O. Box 6.100, 
28080-Madrid (SPAIN) 







BUSINESS DEVELOPMENT ANALYSTS 
Electricity and Gas, Europe 


Location: London, Frankfurt, Madrid or Milan with opportunities for travel 









Candidate 






Company Profile 
-Entergy Trading and Marketing (ETM) is the Successful applicants will possess a sound 
London based wholly owned subsidiary of Entergy understanding of. 

Corporation, a US utility with assets of around $23 + The European electricity and/or gas industry. 













billion and 12,000 employees worldwide. In two * The fundamentals of power generation and 
years, ETM has built a successful and highly- transmission. rie 






regarded gas and power trading and marketing 
team. As we expand our European business, ETM is 






* The workings of a competitive power or gas market 










seeking experienced energy analysts to develop and i : 
and support the organisation's entry and growth * An MBA or minimum BA/BSc, or equivalent. 
strategy in Continental Europe. + Two/four years relevant experience 

* Command of one or more of the following languages: 
Role German, Spanish, Italian. 
The core objectives for this new role will be: . Confidence and experience working with 









numerical and financial analysis, 






‘To support the development of business 






strategies for target countries. + Willingness to relocate 
nationally/internationally. 





‘To monitor deregulation of the European 












electricity and gas markets and the Applications 
development of trading exchanges. Please send your CV by 13 March 2000 to: 
: g Veronica Judge, Human Resources, Entergy Trading 
* To contribute to the development of a & Marketing, 2 George Yard, Lombard Street, 
marketing strategy. London EC3V 9DH, Email: vjudg90@entergy.com 
* To liaise and build effective relationships with For further information please see: 
the key parties in the European energy forum. http://www.entergy.com 






















Arap Communications provides strategic advice and comprehensive design and project services 
to the telecommunications industry and its customers, We listen carefully to our clients, 
analysing their needs and helping develop solutions that add value to their businesses, 


To continue to provide high quality consultancy, and to help identify opportunities for future 
work, we are currently seeking applicants to join our team of 50 people based in London. 


You will be expected ta contribute to projects involving the following: 
@ Analysis of regulatory change 
# Telecommunications market studies 


# Business planning for operators and service providers 


Strategic 
Telecommunications 
Consultants 


+ Appraisal of telecommunications investments. 
You must have either: 


e Three years’ experience in telecommunications consultancy, with a regulatory authority, as a 
regulatory manager in the telecommunications industry, or in a relevant position in government; or 


wo Three years’ experience of the financial analysis of infrastructure projects or 
telecommunications businesses, 

















LONDON 


A good first degree (and preferably a Masters) in Economics, Finance or Business Studies, or a 
relevant subject, e.g, an MBA, is essential, together with a willingness to travel on assignment, 
Familiarity with EU telecommunications policy and its application at a national ievel and working 
knowledge of a major European language in addition to English are desirable. 


if you feet that you have the skills that could contribute to our organisation, we would be pleased 
to hear from you. To apply, please write giving details of your qualifications, experience and 
current remuneration to: Sam Godden, Ove Arup Partnership Limited, 13 Fitzray Street, London 
WiP SBO quoting reference Hozo/ECO, alternatively, you can emali her at sam.godden@arup.com 
You may altso wish to visit the Arup website on bttp://www.arup. com/communications 


Committed to equal opportunities 
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— nity - Training 
Specialist 


The Microfinance Capacity Building Programme in Africa (AFCAP} is a bold, 
regional initiative, based in Nairobi, Kenya, and financed jointly by the Consultative 
Group to Assist the Poorest (CGAP) and the British Department for International 
Development (DFID). AFCAP’s mission over the.coming three years is to build a 
core of internationally competitive African professional, service providers from the 
private sector, who deliver appropriate, high quality products and services to the 
microfinance sector, mainly in eastern and southern Africa. 


“By: building this group of talented Africans, we aim to make a substantial 
contribution towards a commercially viable, client-responsive, and developmentally 
“sound sector of financial institutions, serving micro and small enterprises and poor 
communities at scale throughout the region, Overall, our objectives are to: 
Accredit qualified trainers and consultants for the microfinance sector; 
Market our key partners and AFCAP itself; 
Establish recognition as the beacon for local, regional, and international best and 
emerging practice; 
Manage delivery of fundamental and cutting edge training to micro-finance 
institutions (MFIs) by local providers; 
Coordinate provision of technical assistance to MFIs by local providers, 
supported by intemational specialists; and 
Contribute. to the development of new’ products and services for the MFI 
community, 


We. have an immediate opening available for a highly qualified and motivated senior 
expert to join the APCAP team, by taking on the position of Training Specialist. 
Details of this career opportunity are as follows: 


Responsibilities e 


Refine and implement training of trainers curricula, along with core and 
demand-driven technical training for local service providers; 

Monitor courses delivered by contracted local service providers; 

Design new courses and tools in conjunction with other AFCAP professionals, 
as well as CGAP and DFID personnel; 

Assist in conducting continual training needs assessments of African MFIs; 
Support the development of the annual business plan, with specific inputs 
relating to training; 

Provide appropriate mputs into the quarterly programme management reports 
that measure performance against the plan; 

Others as assigned. 


Qualifications 

* Strong training of trainer and training skills and experience in micro-finance 
* Atleast five years professional experience 

+ Aminimum ofa first university degree 

In addition, the following qualifications are desirable: 

+ Experience in delivering training and/or technical assistance services 

* Experience in more than one East, Central and / or Southern African country 
* Knowledge of the micro-finance sector in Africa 


Reporting 


The Training Specialist will report directly to the Programme Manager. 


Timeframe 

The Training Specialist will be selected as soon as possible, and will be expected to 
report full-time to AFCAP in Nairobi as soon as is practical. The successful candidate 
will be appointed for a three-year period, subject to annual performance review. 


Remuneration 
Remuneration will be internationally competitive and commensurate with 
gualifications and experience. 


Submissions 
A cover letter of not more than one page, and a CV of not more than four pages (do 
not send copies of any certificates or degrees) should be submitted to Mr. Roland V. 
Pearson, Jr., APCAP Programme Manager, by no later than 17 March 2600, using 
any one of the following methods: 
By email: 
-atcap@africaonline.co.ke 
ycpurier: 
Shelter Afrique House 
“ath Floor, Mamlaka Road 
Nairobi, KENYA 


Note that no telephone or personal inquiries will be accepted. 


By fax: 
(254-2) 721-454 
By post: 

PO Box 24380 
Nairobi, 
KENYA 


OB Dm Oo mm mm BG rem 
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RA 
CENTRE 


FOR HEALTH AND 
POPULATION RESEARCH 


ICDDR,B - the Centre for Health & Population 

Centre) is a large, non-profit. internatio 

organization with headquarters in Dhaka, Banglade: 

research, service and training ina variety of the most impo! 

problems which the developing countries face: Initially: focused o 
cholera and diarrhoeal’ diseases, the mandate of the Centre has, 
broadened considerably and isa world leader in. studies of and 
solutions for common conditions prevalent in the developing nations - 
and associated with poverty: including infectious diseases, — 
malnutrition, high fertility, microbial and chemical contamination of 
the environment and need for better heath services, 


The Centre through this announcement, seeks to fill the following 
vacant position: 


HEAD, INFORMATION SCIENCES: 
Pay Level: P5 (UN/WHO) 

Duties/Functions : Be 
Reporting to the Direezor of the ICDDR,B, the incumbent will be 
responsible for the information ‘sciences activities of the Centr 
including training, libraries, publications, computer services, distance. 
education. S/he will maintain and.upgrade the existing: me li 
with emphasis on improving electronic access to information, 
computer network and. training programs (as well as adding ne 
programs in distance education), the Centre's web 
(www.icddrb.org) and add centralized methods for storage and. 
retrieval of research data generated by the’ Centre’s scientists, 


Qualifications & Experience 

The position requires an individual with an advanced degree(s) in 
relevant fields of information technology, medical informatics, library 
sciences, and /or training methodologies. The incumbent should have 
at least 10 years of experience in-information technology: Previous 
experience of working in developing countries is desirable. Computer 


certificates (such as Microsoft Certified System Engineer) is highly | 


desirable as is experience in developing distance education programs. 
The individual should possess intellectual: finesse and interpersonal 
skills to be able to work cohesively in a multicultural and challenging 
environment. Currently the Centre has several units devoted to these 
activities, the consolidation and: upgradation of which will be a 
responsibility of the incumbent to the post, 


Managerial experience will be an added advantage. 


The initial appointment is for three years with a possible extension for 
a further three years. 


The post is available immediately. 


Applications should be sent with a covering letter and a detailed 
curriculum vitae, together with the names, addresses and contact- 
numbers (telephone, fax and e-mail) of three referees to Mr. 
Wahabuzzaman Ahmed. Chief Personnel Officer, ICDDR,B, GPO: 
Box-128, Dhaka-1000, Bangladesh (Fax 880-2-8823116, email: 
yzaman@icddrb.org) by March 31, 2000. 


This vacancy is open to applicants of EITHER SEX, 
Applications from WOMEN are encouraged. 
























11e 
eye 
Research Associate 


Forest Policy & Practice 
£25,206 


The International Institute for Environment and Development is one of 
the world’s leading research organisations in its field. We aim to make 
sustainable development a reality, particularly for the world's poor A 
Research Associate position has arisen within the Forestry and Land Use 
Programme. The role will involve developing and undertaking independent 
and collaborative research on forest and land use policy and practice, 
focusing on institutional arrangements and processes necessary for good 
forest and land use management. This requires supporting existing local 
research teams in developing countries and fostering new collaborations with 
government agencies, private enterprises and NGOs. 


Candidates will be qualified to MSc/MA level or equivalent in forestry, 
natural resources or a relevant social science discipline. A minimum of three 
years’ experience in research or practical work, preferably in Africa, Asia or 
Latin America, fluent oral and written English and an ability to travel and work 
abroad when necessary are essential. A working knowledge of an 
international language such as French, Spanish or Portuguese and practical 
knowledge of the Internet and e-mail are advantageous. 


For details and an application form please write to the Personnel 
Department, IED, 3 Endsleigh Street, London WCtH ODD, fax on 

{> 0171 388 2826, or email Personnel@iied.org Please quote Ref. FLU. Details 
alse available from our website wwwuiied.org CVs will not be accepted. 

Closing date: 5.00pm, 31st March 2000. 

Interviews week commencing 10th April 2000. 


HED aims to be an equal opportunities employer and welcomes 
applications from all parts of the community. 






















































THE WORLD BANK 
GHANA OFFICE 


Vacancies for an Economist, and specialists 
in Governance and in Water /Waste 
Management 











Applications are invited for three vacancies in the Ghana 
Office of the World Bank. This office manages the Bank’s 
operations in Ghana under the leadership of the Country 
Director. The present portfolio is 23 projects with a value of 
over US$1 bn, disbursing more than $200 million annually. 




















The Economist would monitor economic developments in 
the country and participate in the bank’s program of 
support to policy reform in Ghana. The Governance 
specialist would help supervise various Bank operations in 
the areas of economic governance and administrative 
reform. The Water and Waste Management specialist would 
provide support to various operations in rural and urban 
water supply and urban environmental management. 























Applicants are expected to have postgraduate qualifications 
and have 5-10 years of relevant experience. French language 
ability would be a distinct advantage. Terms and conditions 
are competitive for the Ghanaian economy. Ghanaian 
nationals are particularly encouraged to apply. Full details 
are available from Margaret Boateng Sekyere at fax 233-21- 
227887, or email at MSekyere@worldbank.org. 























Applications must be received by March 31, 2000. 


















Energy Systems & Policy Initiative 


WISCONSIN Faculty Openings 
; ; 





The University of Wisconsin-Madison seeks four (tenure-track or 
tenured) faculty members beginning on or after August 2000 in a 
new interdisciplinary energy systems & policy initiative. Preference 
will be given to candidates whose research and teaching combines 
energy-related science and technology with energy policy. 


Finalists cannot be guaranteed confidentiality. The University of 
Wisconsin-Madison is an Affirmative Action/Equal Opportunity 
Employer, Women and minorities are urged to apply. 


For details, please see our web announcement at: 
http//www.engr.wisc.edu/tmp/energy/ 





MRC Laboratories, The Gambia is the Council's largest 
establishment concerned with research in international 
health. The overall goal is to improve the health of people in 
low income countries, aiming at excellence in research 
programmes focusing on the major health problems of the 
region. The Unit's research portfolio includes multi- 
disciplinary programmes in HIV/AIDS, Malaria, 
Pneumonia, Reproductive Health, Tuberculosis, Virology, 
Nutrition and Non-communicable Diseases. 


We are looking for someone with a doctoral degree in health 
economics, health planning or a related field with a keen 
interest in health policy issues, proven skills at writing papers 
and grant applications, knowledge of field work, and a proven 
track record of collaboration with biomedical scientists. 


You will work closely with the Unit's staff to incorporate 
health economic issues into on-going and planned research. 
activities. Involvement with health policy issues in the West 
African region will be encouraged and you will be expected 
to develop a locally relevant research programme. This 
position is most suited to applicants who have had 
experience in a developing country and enough 
independence to work in relative isolation from other Social 
Scientists whilst building up strengths in this area. 

This appointment is for 3 years, extendable by mutual 
agreement. 


The salary will be commensurate with qualifications and 
experience and will be within the Band 3 range (£25,197 pa - 
£36,982 pa). For displaced staff, the package will include 
overseas allowances, furnished accommodation, flights and 
other benefits. 

Further details and application forms are available from 
Helen Drozdzewski, Personnel Advisory Group, Medical 
Research Council, 20 Park Crescent, London WIN 4AL, UK. 
Email: helen.drozdzewski@headoffice.mrc.ac.uk 
Answerphone: +44 (0) 171.637 6005. Fax: +44 (0) 171 637 0361. 


The closing date for applications is 
17th March 2000. Interviews will be Yii E 
held in London on 6th April 2000. 


An Equal Opportunities Employer. Medical Research Councit 
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| Faculty of Economics and Business Administration 


Announcement of a Vacant Chair i in Business 


_ Applications are invited from suitable qualified candida 
| Professor (C 4) of Environmental 
period of six years with no extension: 


| or-equivalent, and.have strong recor eher in the field of 


A Anta should be sént to ae foll flowing address by Apr i 
| Dekan der WISO-Fakultat, Universitat Augsburg, D 
| Germany. 


K The e Unversity of f Augsburg is is an equal ‘ppercunity employ: 


completed a Ph.D. 


Economic Analysts 


LMC International, based in Oxford, England, with an office in New York, 
is an economic consultancy specialising in agricultura! commodities (suc 
as sugar, rubber, coffee, cocoa, oilseeds) and certain industrial sectors. 
separate division, LMC Automotive Services, specialises in the automotive : 
industry. 


LMC is seeking to recruif-two economists. One will be an analystto jain : 
the team researching the world tyre and rubber industries, ‘The-other 
position will be to work in one of the other commodity teats: Each pos 
calls for the following abilities: to have the confidence to meet 
international players in the sectors that LMC serves, and to understand 
their concerns; to formulate, in rigorous economic terms but simp 
language, ideas about the economic forces shaping a sector; to find (often 
in obscure places and in foreign languages} the statistics and other 
information needed to generate, test and modify these hypotheses: to: 
organise and present data effectively: to use software (primarily Microsoft. 
Word and Excel) to bring projects to the point of printing: and t 
complete a project to deadline. Excellent command of: English and an 
ability to write clearly are essential. Non-EU applicants must possess th 
right to live and work in the UK. 


LMC has an excellent record in developing research skills, offering high \ 
calibre staff the opportunity to advance rapidly in salary anc-experience.. 


Apply to: Lynne Tramans, Senior Office Manager, 
LMC international, 14-16 George Street, Oxford, OX1 2AR UK. 





Department for 
International 
Development 


SOCIAL DEVELOPMENT | 
FIELD MANAGER 
UKRAINE AND MOLDOVA 


professional experience in the civil society and social sectors will 
also be required. 

You will have persona: experience of working in government 
and/or non governmental organisations as a consultant, and in 
the: commercial sector. Good written and oral communications 
skills are essential and you must be able to get your perspective 
across effectively in multi-disciplinary groups. Language skills 
(Russian) while not a requirement, would be a distinct advantage. 
You must also be prepared to handle a wide range of work and 


_ cuissues, often under pressure, and be able to write clearly and 


concisely. There will be a necessity to travel frequently to Ukraine 
and Moldova, for an anticipated 50 days, broken into short visits. 


TERMS OF APPOINTMENT 


is engagement will be for one year on a non-renewable basis. 
is a part-time consultancy of up to. 100 days input. The 
planned start date is April 2000. Fee rates are negotiable, but are 
cted:to be in the range of £35,000 to £40,000 for 100 days. 


: | Termsand conditions, induding travel and subsistence, will be in 
's, accordance with the standard DFID contract package. 


‘This post is only oper to nationals of the Ukraine, Moldova 
UK. f 


‘Closing date for completed applications is: Monday 
20th March 2000. 


Abercrombie House, Eaglesham Road, Glasgow 





Developme 
riihi gow “oolttp://www.dfid gov.uk 





The Department for International 
Development (DFID) is the UKs 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European C ommission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and applications are 
particularly encouraged from members 
of the ethnic minorities. 




















Executive $75K-500K+. Career searching into, whin ot out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
+1202 4781698 — cpamerica@careerpath.co.uk 
+44 20 75048280 — cpeurope(@icareerpath.co.uk 
+66 2 2674688 cpasia@bkk loxinfo.co.th 







USA/Canada 
Europe 
Asia / M. East / Aus 
















Department of Agricultural and 
Food Economics 


Reader or Lecturer in Agricultural 
or Food Economics 


Applications are invited for a Readership or Lectureship in 
Agricultural or Food Economics, in the Department of Agricultural 
| and Food Economics, tenable from 1 October 2000. The applicant 
must demonstrate high international standing. The person 
appointed will have an innovative research agenda and a strong 
| quantitative background would be an advantage. The 
| Department has a preference for applicants with strength in its 
core research areas of agricultural development economics or 
{fl food economics, particularly in relation to key drivers in these 
MD fields such as the environment or biotechnology. However, this 
new post is aimed at further enhancing the Department's 
research profile, so outstanding candidates from any aspect of the 
| discipline are encouraged to apply. 
Informal enquiries about this post may be made to 
the Head of Department, Professor W Bruce Traill, telephone: 
+ 44 (0)118 931 8389; e-mail: w.b.traill @ reading.ac.uk 
Further information on the Readership may be obtained from: 
The Registrar, Room 217, Whiteknights, 
PO Box 217, The University of Reading, 
Reading RG6 GAH. Tel: 0118 931 8114 Fax: 0118 987 4722 
e-mail r.t.bayer @ reading.ac.uk 


The closing date for applications is 31 March 2000 
































E-Commerce Start-Up 


Start-up in revolutionary electronie trading 
mechanisms with immense potential is looking 
for 

p e 








Legally & Ethically 
OWN YOUR OWN 
OFFSHORE BANK 

Call: 310-376-3480 (USA) 
Fax: 310-798-3842 (USA) 
“offshoreanswers.com” 


for and technical mada. including 
CEO. Executives should have at least 8 years of 
broad experiance in all aspects of international 
tade including shipping, logistics, trede laws and 
finanpe. 











interested candidatas we requested to send 
detailed resume o careers @revalilionistcom or to 
SLAB Services Pte Lid, 1 Robinson Road 
213-00 AIA Tower, Singapore 48542 
Atin, Mr Raymond Tong 





rams: & Kroc 
International Company J 


based in NW England seeks 
intelligent, energetic, flexible 
researcher. Marketing and/or 
IT experience desirable. 


aS IBE Canis 
KIME OE? 


Salary £16-20K. 
Apply with CV to: 
Mrs A Dandy, 
CHG(UKILtd, 
Main St, 
Kirkby Lonsdale, 
Cumbria LAG 2AQ 


BAHAMAS FOR LESS $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 


Beautiful RCI affiliated Gold Crown resort, 


Ue to 2 adults and 2 children, 
rate is room only, see our website 
wav sandypart.com/samplerecs 
Fax! (242) 327-8665. Tel; (242) 327-8500 





124 



































Worldwide Business Consulrants, Ine. 


IMMIGRATION TO CANADA 








Ryn UNIVERSITY OF 













SCHOOL OF MANAGEMENT 
Be part of our success story... 


The School of Management is one of only seven UK business 
schools which hold top Funding Council (HEFCE) ratings for 
both teaching (‘Excellent’) and research (RAE Grade 5). In an 
increasingly global market the School's international reputation 
has led to significant expansion of staff and student numbers 
in recent years. To build on this success and continue its 
strategy of growth and development in both teaching and 
research activities, the School is investing in further academic 
appointments. 













These appointments can be made at any level, depending 
upon the experience and research record of candidates: 


Human Resource Management, 
Organisational Behaviour, Finance, 
Accounting, Business Economics - 


The University of Bath is a research-led institution with close 
links with industry and commerce. Its rating in the RAE placed 
it just behind Oxford, Cambridge and parts of London 
University, The beautiful and convenient location of the World 
Heritage City of Bath offers superb facilities and quality of life. 













Internet address for full information about the School: 
http://www. bath.ac.uk/Departments/Management/ 






Application forms and further particulars are available from 
Peter J Hill, Director of Personnel, University of Bath, 
Claverton Down, Bath BA2 7AY. Tel (01225) 826873, 
fax (01225) 826559; p.j.hill@bath.ac.uk), or ‘phone the 24-hour 
answerphone service on (01225) 826924 quoting reference 00/67. 










Closing date for applications: Friday 17 March 2000. 
An Equal Opportunities Employer 


BUSINESS & PERSONAL 


2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3120-5241407 
Email: 100413.3245@compuserve.cam 
http://www. global-money.com 





ONE STOP 
CENTRE FOR YOUR NORTH AMERICAN BUSINESS INTERESTS! 
Guarantee-Backed Loans/Project Finance/Cash Mgmt AC (CMAs) Brokerage ACIat'| Credit & Debit Cards 
Tax-Free Companies For Holding/Investneat & Trading Full Mgmt & Nomines Services‘Canadian &US 
Bank AC Asser MymtProperty Purchase & Myniv/int’l Mortgages/instnat IPO via RLC Track/Canadian 
Registered Agents & Professional Trustees FREE Permanent Corporate Address Phone & Pax w/Services. 
CAPITAL DEVELOPMENT & FINANCE CANADA 
Broadway Professional Plaza 4400-601 West Broadway Vancouver BC Canada VSZ 4C2 
Tel (604) 675-6961 E-mail: service@icapitaldevelopment.net 
24H Fax Line (646) 843-7025  wwwcapitaldevelopment. net 












The ultimate authority on the world’s best hotels 
hideawayreport.com 
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Taking Compan 
Formation into the 
21st Century 


L E E E 


The Company Store Group B Ready ne & own Hie of o 
i : : Co's available in UK & worldwi 
International is one of the E Free advice & colour brochure. 
E Free name check, 
N We guarantee the 
lowest = 
E Com; 
confidentiality. 
B Full nominee 
services, domicilation, 
bank introductions, 
mail, tel, fax, e-mail and 
associated services, 
` B All mojor credit cards accepted, 


The Compeny Store Group (America) (Bahamas) (Bake) (BVI) Urelemel) Neve) (Ponameal 
THE COMPANY STORE GROUP 


Vee cern senunenes penance 


26 North John Street, Liverpool L2 QRU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: eng@companystoreworldwide.com 











Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 


Use your PC to make 
phone calls over the 
Internet and save big! 
Supply us with your 
telephone or fax number 

and we'll get right back to you. 


a minute 
calls 
to the 


Australia Hungary 22a 
Austria India 79¢ 
Bahamas indonesia 49¢ 


Belgium Tel Avi 
3a el Aviv 10¢ 
São Paulo Italy 14¢ 


Buenos Aires 25¢ 
a Jordan 85¢ 


Canada 9¢ j 
Cayman Isl. 35¢ Mexico 19¢ 
Moscow 18t 


Chile 20¢ 

China 36t Netherlands 8¢ 
Colombia  22¢ Norway Be 
Croatia 33¢ Pakistan 78¢ 
Czech Rep. 27¢ Philippines 36¢ 
Denmark = 9.9¢ ; 

Dom. R 23¢ Spain Be 
e Siete Sweden 8e 


Sa Switzerland 8e 
Germany Thailand  45¢ 
Greece Tokyo 9.9¢ 
Haiti Turkey 33¢ 
Hong Kong 8e UK 8t 


Call: 1-201-530-4756 Fax: 1-240-255-5903 
http://www.onlinecalls.net/econ 





mitad time offer. 

Limited to Poto Phone calis only. 
customers oriy. 

Rates subject to change without notice. 
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economis 
WVV I 


1402 TEANECK ROAD > SUITE 114 + TEANECK, NEW JERSEY - 07666 ° USA D 


a aie _. FARMS FOR SALE 
URUGUAY - SOUTH AMERICA 


Quality soil apt for crops, forestry and livestock for beef, woo! and dairy. production. 
Minimum area 400ha (988 sores). Maximum area 16000ha (39.538 acres), Pri 
frora US$275/ha (USSI acre). 

Unique opportunity to: buy the best land at the lowest price, We provide legal 
notarial, technical and administrative support at your requirement, 
AGROSALES-URUGUAY 
Fax: +598.2, 711.7347 
gec@chasque.apc.erg 


BUSINESS OPPORTUNITIES 


The world-renowned Consultants Institute is now 
opening extensions throughout the world and in all 50 United States. Exclusive: 
Directorships are being offered to qualified entrepreneurial sales / marketing 
professionals on a commission basis. Our success orientated distance-lear ning 
course is incomparable. 


TCL Dept. 1, 30466 Prince William St., Princess Anne, MD 21853 - 
U.S.A. or FAX (410) 651-4885 or e-mail: thetci@shore.intercom.net 


TELECOMMUNICATIONS PARTNERS 


SAKON, A U.S. BASED COMPANY WITH 25 YEARS OF SATELLITE COMMUNICATION 
EXPERIENCE IS LOOKING FOR HIGH QUALITY PARTNERS AND REGIONAL | ; 
CONSULTANTS/DIRECTORS TO MANAGE THE LICENSING, SALES, AND 
MARKETING OF OUR INNOWATIVE SATELLITE COMMUNICATIONS SERVICES. | : 
Sakon is building satellite systems in developing countries like Bahrain, Ethiopia, 
Haiti, india, Ivory Coast, Jamaica, Kenya, Pakistan, Senegal, Vietnam, Yemen 
and other areas where fiber is excessively expensive or non-existent. 
Our world-class SATELLITE COMMUNICATIONS SYSTEM olfers the following services: 
i su Broadband Services 
"Direct: Dial Voice Services 
» Calling Centers and Cards 
Internet Access Service 
Corporate VPN 


Write for 


Our ideal partner and intemational Tarkeling experience andor high-level political connections: 
For more information call Phil Gibgon-at 001-978-683-7890 «235 or via e-mail at: polbson@sakon com 






















our tax. The Sovereign Group is a professional global practice of 


peci operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 


e services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


www. sovereigngroup.com 


FFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 

tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 





CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
international Company Services (Canada) Ltd Iberia Companhia de Servigags Lda. International Company Services (UK) Ltd 
Tel: +1 450 679-7452 Fax: +1 450 6794263 Tel: +351 21314 2030 Fax: +351 21314 2031 ‘Tel: +44 171493 4244 Fax: +44 171 491 0605 
Email: icscanada@cedep.net Emaik por@iCsL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (BAST) - JERRY BAKERJIAN BBA URUGUAY- DR. CARLOS QUERALTO 
International Company Services (UGA) Inc International Company Services (USA) Inc International Company Services 8.A. 

Vel: +1 3105508712 Fax: +13102057973 Tel: +19549431498 Fax: +19549431499 Telk +598 2.902 1165 Fax: +598 2902 1191 

Email: usawest@ICsL.cam Emaik usa@ICSL.com Email: wy@ICSL.com 



















#@*LONDON'A 


Q serviced agarimants ofiar best value pa 











TRAVELLING TO NEW YORK? 
Bed & Breakfast Service offers 200+ 
apartments, all in fashionable arcas, Rates 
$90-300 p/n. 

Corporate Specialists 

Bed of Roses ¥., Ine. 

800 Sth Ave, NYC 10021 

Tels (212) 421-7604, Fax: (212) 935-0647, 








APPOINTMENTS 


2 omnahurnuitevensnuasotannytnnarenabrivoninatotansms EA EAA NDSA ANE 













Centrally located in Kensington area. a 


E Tourist Board Approved W 
Ashburn Garden Apartments 

a 3 Ashburn Gardens m 

a South Kensington, London SW7 40G, UK "n 


www.ashburngardens.co.uk 
W@W sinfo@ashburngardens.co.uk W 


Tel ++44 207 370 2663 

\ Fax: ++44 207 370 6743 I 
SERRE 

OFFSHORE 


COMPANY & 
TRU ST SERVICES READY MADE COMPANIES 


internet ant-repreneurs 


Make things happen 


Venture Partners and Analysts 
London, Paris, Milan, Madrid, Amsterdam and Munich 







LOWEST ANNUAL FEES 
NOMINEE SERVICE 


antfactory is a leading Internet-orientated incubator 
group focussing on European e-businesses. The Group 
has a strong presence within both the leading edge 

| European Internet community and around the world, 
Due to rapid expansion, we are seeking to employ 

a number of people to work within and support the 
Venture and Investment teams of our UK subsidiary. 


f $ BANK INTRODUCTIONS 
from only £250. OFFSHORE CREDIT CARDS 
mM. 


ALEP 
Ae ER A Tel: +353-1-6790600 Fax:+353-1-6780475 
k Ridge House, 1 Conyngham Road, 


Chesterfield Dublin 8, Ireland 


Email: Fundakxpr Sclubiie 
Cyprus: 


a 
Group : 
Salisbury House, Vi oria Street | Jol:+387-2752415 Fay:+367-2766722 


Dou f Man IMI LW Established since 1980 


You, our ideal candidate, will possess a combination 
of strategic advisory and hands-on skills. Certainly a 
graduate, you are likely to have an MBA, and to have 
worked in elther strategic consulting, investment 
banking or to have held a managerial role within a 
relevant area such as B28 e-commerce. You must 
welcome responsibility and be capable of providing 
succinct, relevant and critical analysis as well as 
support and a sense of fun. 








TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Stephen Welch or Evanna Kearns 











interested applicants should look at our web site 


www.antiactory.com and contact Kate Griffiths-Lambeth a n eee S BN Petan m 
at kateg-l@antlactory.com el: (1 el: (44- 
oe Fax: (44-171) 830 711 Fax; (1-212) 247 1325 
email: stephenwelch@economist.com email: evannakearns@economist.com 
or 
actory Nathalie Henault 
Paris 





Tel: (33-1) 5393 6608 email: nathaliehenault@economist.com 
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OFFSHORE COMPANIES 
& TAX PLANNING 


BY LAWYERS 


The SCF Group is probably Europe’s premier LICENSED 
trust and management practice fully owned and operated by 


qualified lawyers and accountants. Unlike many competitors, 
the Group :s fully able to meet your entire individual and 
corporate tax planning needs whilst our in-house 
management capabilities allow for addec confidentiality and 
extremely competitive fees. If you or your company want to 
protect ycur hard-earned assets and not let them go up in 
smoke, please contact us today. 


a 100's of Companies immediately available! 
s Full Management & Nominee Services 
+ Secure Bank Introductions 
+ Family Settlements & Asset Protection 
+ Trust & Foundation registration 

cn Ces : e Fiscal Migration 
ACCEPTED i ə Full Tax Planning Services 
ee j | FIDENTIALITY 
PO Box 55, Ramsey ie e GUARANTEED CONFID LIT 


Great Britain, M99 4E | e ULTRA COMPETITIVE FEES 


TEL: +44.1624 815544 gO ee ae —s 
FAX: +44 1624 817080 | | ES For the ultimate TAX ‘planning / offshore coi mpany 

E-mail: economist@o: ; ; > website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Mag azine 
w C] m —_ sal "e ARA „m on 






FOR A FREE & FRIENOLY INITIAL LTATION OR FULL COLOUR BROCH NT OUT WITHIN 2 
HOURS PLEASE E-MAIL US AT Offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-23 Lower 
Chelsea, London, Pembroke St, 
SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 3 
Tek+44 207 352 2274 Tel: +-353-1-662 1388 9000 Funchal, 
Our Flexible Unwreckable™ Fax: pes 207 795 0016 pete ee 1554 Madeira, PORTUGAL Labuan ET, MALAYSIA 
fi | mail: Tel:+351 291 202 840-8 60 8 742 1644 
rame protects your iaptop. ofíshore@scigroup. com offshore@ sefinth folie  faxr+351 291 202 849 — Fax:+80 8 742 1646 


Hand finished cowhide: e-mail: e-mail: 
sef@hibernian.pt softrust@tm.net my 








choose natural, walnut or 
black. Letter-size, fat letter- THE SCF oor 
size, A4, or legal-size. 
$650 to $695. 





























We make Glaser Travel meron U.S. CORPORATIONS AND rs 
Goods, and sell directly to z LIMITED LIABILITY COMPANIES NEW AUTHORS 
you. Talk with us about (LLCs) SET UP INSTANTLY IN 

your luggage and briefcase Insiders™ dividers: ioe || PUBLISH YOUR WORK 


+ PHONE, INTERNET : 
needs. Any purchase may customize the way you ahi ictal a ALL SUBJECTS CONSIDERED | 
n y P Your headquarters may be anywhere in the WRITE OR SEND YOUR MANUSCRIPT TO: 
be returned unused in ten organize your documents 


USA or other country. No minimum capital MINERVA PRESS 
days for a full refund. and gear. requirements. No lawyers necessary, Most 215 ~ 317 REGENT ST LONDON WIR 7YB UK 
Please call for our free catalog. Toll free 800.234.1075. 


major corporations are incorporated in weww minerva-press.co.uk 


Delaware. FREE Delaware Incorporation 
Travet Goons MAKERS 


Handbook (Sth Edition}. Registered agent, 
shelf corporations, legal address in 

32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 


i 
1 
J 
t 
l 
1 
1 
i 
H Delaware and mail forwarding. US. bank 
} aecount opening service. VISASAC/AMEX 
i 
if 
i 
t 
t 
1 
{ 
i 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM | | 
i 












































AVAILABLE BY 
EUROPEAN BANK 


LETTERS OF CREDIT 
” STANDBY LETTERS OF CREDIT 
* PROOF OF FUNDS 
* INVESTMENT LOANS 
« FINANCIAL GUARANTEES 

FAX APPLICATION TO BANK: 

+90 392 227 53 77 

E-MAIL: info@capital-available.corn 















CALL ANYTIME Tek: 1.800.623.2993 
{toli free) or +302.996,5819 
Fax: 1.800.423.04523 (USA/Canada only) 
address in or Fax: +302.906 5818 
E-mail: inc_info@delbusine.com 
internet: http:/bvww.delbusinc.com 
Delaware Business Incorporators, Lac. 
3422 Old Capitot Trail, Dept. TE 
Wilmington, DE 1990051 92 
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OUTPUT, DEMAND AND JOBS Spain’s Gop growth qui 
fourth quarter. In the 12 months to December its industrial-production growth slowed to 5.9%. 


ckened to 4.0% in the year 


French industrial production was unchanged in December, but grew by 5.2% over the year, 
compared with 4.5% in the 12 months to November. 


% change at annual rate The Economist poll 
recasts 


tyear 4 








Industrial 
production 
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PRICES AND WAGES America’s 12-month rate of consumer-price infl 
at 2.7% in January. Producer-price inflation slowed to 2.5% in the 12 months to January, from | 


ation was unchanged 


3.0% in the 12 months to December. French consumer-price inflation rose to 1.6% in the 12 
months to January; Sweden’s consumer-price inflation was 0.9%. 





to the | 












COMMODITY PRICE INDEX 

India has raised its import duty 
on sugar to 60%, the second increase this 
year, to protect its domestic industry. With 
the previous tariff of 40%, imported sugar 
was still cheaper than the domestic product 
because world prices are so low. India im- 
ported nearly 1m tonnes of sugar last sea- 
son. Production was a record 16m tonnes, 
and stocks rose to 7m tonnes, twice the de- 
sired level. Importers, as well as domestic 
producers, will now be required to sell 30% 
of their sugar to the government so that it 
can make subsidised sales to the poor. In In- 
donesia, where sugar production fell in the 
19908, imports rose to 1.9m tonnes in 1999, 
accounting for half of domestic consump- 
tion. Indonesian sugar growers want their 
import tariff raised from 25% to 110% to pro- 
tect them from cheap imports, but the ime 
is unlikely to give its approval. 





1995=100 % change on 
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; 83.6 t 34 -130 
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$ per oz 303.38 30313 +53 + 56 

Crude oil North Sea Brent = S—S—™S 

$ per barrel 28.24 2743 + 36 4152.3 





* Provisional. * Non-tood agnculturals 
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@® BUSINESS CONFIDENCE For the fourth 
quarter in a row, the world’s businessmen 
have become more optimistic about their 
future sales, according to Dun & Brad- 
street's latest quarterly survey of business 
confidence. Business optimists now out- 
number pessimists by 50 percentage 
points, the biggest margin for two years. 
American businessmen expect the good 
times to continue: optimists outnumber 
pessimists by 62 percentage points. The 
French are almost as cheery. Even in Japan 
optimists lead pessimists by 18 percentage 
points, though that gap is down from 27 
points in the fourth quarter.Only in Malay- 
sia are doomsters now in the majority: pes- 
simists now exceed optimists by 23 percent- 
age points, whereas in the fourth quarter 
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FINANCIAL INDICATORS. 



























FOREIGN AIDIn1970the United Nations 
adopted an international target for aid, 
recommending that donor countries give- 


MONEY AND INTEREST RATES The yield on 30-year American Treasury bonds fell to 6.14%. 
Britain’s broad-money supply growth fell to 2.6% in the 12 months to January; Switzerland’s 
slowed to a mere 0.7% over the same period. 



































































Money supply* interest rates % p.a. (Feb 23rd 2000) ___ | 0.7% of their national income in foreign as- | 
% rise on year ago oyver- ney market banks 2-year _ 10-year gov't corporate — sistance. Today, only three couritries meet 
narrow broad night prime gov't bonds latest? t yearago bonds | rk the Net ; 
Australia +97 +95 de 550 579 480 875 631 4678 Sai 74 | 
Britain +130 +26 tan 588 613 534 E 
Sareta ee LE = É aa 3 si i In contrast, America’s said wa equivalent o 
Japan 4129 +26 an O01 005 0.24 | only 0.1% of its Gop. Denmar 
Sweden Oa) GRO LR 396 310° of the few rich countries that g ve mor | 
Switzerland +68 +07 jan 2.36 1.15 | as a shareof Gop in 1998 than it had done a 
United States +23 +80 an 5 602 481 | decade earlier. Generosity has also. in- 
Euro-11 fa eas 3343.63 3.08 | creased, albeit marginally, in Switzerland, . 








Portugal, Spain and Austria. 








“Nattow: M1 exc eta MO, broad: M2 or M3 except Britain M4 Sources, Commerzbank, Den Danske, LP. Morgan, Royal Bank of Canada, Svenska 


















































































































































Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream Rates cannot be construed as banks’ offers | 
Pee SNe ER e E ind eee WE a Se RR a 
STOCKMARKETS Wall Street hit a rocky patch: the Dow. Jones Industrial Average plunged by | 
295 points on February 18th and ended the week down by 3.2%. Frankfurt was the star per- | 
former, notching upgains of 2.8%. | 
Market indices % change on_ 
2000 one ‘one Dec 31st 1999 
Feb 23rd “high low week year inlocal ing | 
eae x i MA urrency terms | 
“| Australia (All Ordinaries) 3,112.5 3,172.5 3,030.1 - tt + 64 | 
Austria (ATX) 1097.2 1,236.1 1,050.5 -15 -70 | 
Belgium (Bel 20) 2,730.0 3,340.4 2,721.3 -35 -198 | 
Britain (FTSE 100) _ 6,144.1 6,930.2 6,005.2 -01 -26 
Canada {Toronto Composite) 9,315.0 9463.5 8,114.2 - 12 +46.9 
Denmark (Copenhagen SE) 836.0 837.4 755.1 + 2.3 + 36.7 
France (SBF 250) 3,873.3 40111 35128 -03 +461 
Germany (Xetra DAX) _ 76990 77093 6,4749 +28 +521 +106 +108 
italy (BQ) 20314 20492 1,666.4 + 17 +329 +8 +120 
Japan (Nikkei 225) 19.5196 20,0078 18,1683  - 04 + 36.0 +31 -46 
o op 1,667.2 1,7548 1,590  - 14 +488 = 32-104 
Netherlands (EOE) 6525 6754 624 -12 +01 -28 -27 
Spain (Madrid SE) 1,099.4 1,103.7 9528 +11 +213 4 +90 + 92 
Sweden (Affarsvariden Gen) 6,1120 6290.8 5,176.3 -04 +756 -28 +111 +109 
Switzerland (Swiss Market) 7,091.7 7,570.1 6,806.4 +23 ~- 20 -157 -63 -~ 66 
United States (DJIA) 10.225.7 11,7230 10,2195 T32 +88 -n8 -m11 -m1 
_______ (S&P500) 1,360.7 1,469.3 1,3461 -19 +86 - | - 74 
Europe (FTSE Eurotop 300)* 1,543.5 1,583.6 1,4725 nl +235 BEN 
Euro-11 (FTSE Ebloc 100)" 1,430.9 1,453.5 1,2777 +05 +388 eea 
World (MSC)? 1,342.0 1,422.2 1,323.5 ~ 09 +165 ~ 56 
World bond market (Salomon): 4303 4400 4257 7 09 -16 = 16 | 
win euro teres, tMorgan Stanley Capitat international index includes individual markets listed above plus eight others, in doll ar terms. ~~ 
*Salomon Brothers World Government Bond index, total return, in dollar term. i 


TRADE, EXCHANGE RATES AND BUDGETS America’s visible-trade deficit hit a new ew high of $347.1 billion in 1999, Britain’s deficit last year 
was $43 billion. In France, there was a surplus of $20 billion, in Canada one of $22.9 billion and in the Netherlands one of $12.8 billion. Theeuro- 
perked up, rising above parity against the dollar. Its trade-weighted value rose by 1.8%. The yen fell by 2.1% and sterling by 1.2%. 
















































































































































































































_Trade balance*, Sbn Current account __Exchange rate Currency units Budget 
latest latest 12 $bn The Economist poll trade-weighted? per per balance 
month months latest 12 mths % of GDP, forecast Feb 23rd year ago $ £ % of GDP 

1999 1999 
Australia = 0.62 Dee - 97 ~ 22.0 Q3 OF 
Austria = 0.14 Nos - 61 = 41 Dec 
Belgium + 0.95 Nov8 11.3 Sep 
Britain = 4.37 Dec 18.1 03 
Canada + 1.86 Dec + 44 03 
Denmark “+ 0.53 Nov + 4 1.0 Nov 
France “#098 Dee + 201 + 377 Nw 
Germany + 5.65 Dec + 678  - 180 De 
italy + 1.05 nove + 159 123 De 
Japan + 883 Dec +1235 +1072 Dee TA 1274 
Netherlands + 131 De® + 128 + 210% 
Spain ~~ 2.80 Nov ~ 33.2 ~ 10.7 Nov 
Sweden “+ 1.33 Dee + 16.4 “+ 6.6 Dec 
Switzerland ~ 0.25 Ded? + 07 + 31.6 03 0:82 158 
United States - 31.47 Dee - 347.1 -301.2 Q3 05} 038 
Euro-11 + 414 Noë + 640 + 50.1 Nov 





* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifffod. 749902100, Bank of F: Engi and OE 


Snot ‘seasonally adjusted. **New series. 
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S TEENAGE PREGNANCY Several coun- 
tries in the ex-communist block have high 
rates of teenage pregnancy. A cross-country 
study by Susheela Singh and Jacqueline 
Darroch of the Alan Guttmacher Institute 
finds that teenage pregnancy in Russia is 
even higher than in America. Some. other 
countries, including Bulgaria, Romania and 
Hungary, have rates that are three times 
higher than in France or Germany. Abor- 
tion is common in most of these countries. 
In Russia at least 56.1% of adolescent preg- 
nancies end in abortion. (Reporting is in- 
complete, so this figure is probably an un- 
derestimate.) The recorded share of teenage 
pregnancies ending in abortion is higher in 
some Scandinavian countries (although 
there, reporting is accurate): in Sweden it is 
69.6%. Adolescent birth rates, which fell be- 
tween 1970 and 1995 in all western countries 
covered by the survey, rose by 54% in Rus- 
sia, 55% in Ukraine and 99% in Belarus. 








Hungary i ' 


Latvia xo 
“England & Wales 
Gonada 
Australia ri 


‘Slovakia ae 


Czech Rep : 
israel. 
Sweden 


Frange o E7 


Germany : 
s Spain 
“italy 


Slapar 
| Sou ‘Alan Guttinacher institute 













































ECONOMY ‘Russia’s Gpp grew by 2.4% in the fourth quarter, making it 8.8% higher than a year 
earlier; growth for the year as a whole was 3.2%. Indonesia’s cpr grew by 5.8% in the year to the 
fourth quarter and by 0.2% in 1999 as a whole. Turkey's current account slipped into deficit by 
$0.4 billion in the 12 months to November. 
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Philippines +43 be + 6.2 0a 
Singapore 3.6 De p a 749 
425.0 pe 74.0 Dee 52.0 
5i +54 103.5 Nov 88.1 
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E A ? í ~ 2.2 dec - 24 Dee 
Poland + 4.9 93 + 7.9 Jan 714.4 bec ~11.7 Des 
Russia + 8.8 a4 +10.7 Jan + 28.9 Jan +32.2 Nov +15.9 Q2 


“Excluding gold, except Singapore, IMF definition, tyisible and invisible trade balance. 8Year ending June. 





FINANCIAL MARKETS Istanbul fell by 15.1%, as investors fretted about political instability 
ahead of Turkey’s presidential election. Jakarta fared nearly as badly, falling by 11.8% on fears of 
urban unrest. Warsaw reached a record high on February 23rd; Poland's central bank subse- 
quently raised interest rates by one percentage point. 



































































































































Currency units Interest rates Stockmarkets % change on 
7 per $ perf “short-term Feb 23rd 
Feb 23rd year ago Feb 23rd % p.a. one “in local ins 
week currency terms 
China 8.28 8.28 133 1,696.9 -58 + 169 + 169 
HongKong 7.78 7.75 12.5 16,3768 
india. 43.6 425°. 70.0 8.71. 5,642.5 
indonesia 7,445 8813 11,948 42.22 ~ 5a8.4 
Malaysia "3.80 3.80 610 312 1,009.2 
Philippines “407 39.1653 8.43 1,828.9 
Singapore a 1.73 2.75 2.31 2,137.7 
South Korea 1,136 1,218 1,822 71 280.7 
Taiwan E 33.2 49.3 5.35 9,642.3 
Thailand _ 38.1 376 6i 375 389.0 
Argentina 1.00 7.00 1.60 7.60 6297 nls + 148 + 149 
ee I “2.01 287 1887 17,833.0 
ile 495 815 5.001 5,222.1 
som! 1,560 3123. 1000 1,046.0 
Mexico 94l 334 151 1529 7,462.1 
577 1,060 “225 58310 
3.06 12,973.7 
8.70 5,097.9 
~ a09 SGA 
10.08 8,270.0 
352,825 902,283 33.007 43,447 4 
346 57.0 537 637.9. 
293 m 1121 10,129.0 
Poland _ E 3.89 656 1797 22,4758 
Russia 288 22.98 46.2 45.00 18118 








*Proxyy because of lack of interbank market. Vtlation-adjusted. #New series: $in dollar terns, 


Sources: sional statistics offices, central Banks and stock exchanges, Primark Datastrearn, EIU; Reuters; Warburg Dillon Read, 1# Morgan, Hong Kong 
Manetary Authonty: Centefor Monitaring indian Economy; FEL EFG-Hermes; Bank Leumi Le-tsrael, Standard Bank Group, Garanti Bank, Deutsche Bank; 
Russian Economic Trends, 
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A case for Koch-Weser 


Sir—You say that Caio Koch- 
Weser is “manifestly not the best 
choice” for the imr (“Picking win- 
ners”, February 19th} because of a 
“mediocre career” at the World 
Bank with “almost no manage- 
ment experience.” | beg to differ. 
He worked directly for me for ten 
years. I chose him as my personal 
assistant in the early 19708 be- 
cause he was judged to be the 
ablest young man in the Bank. 
Almost exactly 20 years ago, he 
was assigned the complex and 
delicate task of managing China’s 
re-entry into the Bank including 
the preparation of the Bank’s first 
“ economic report on China and its 
presentation to Deng Xiaoping. 
His work led to an immensely 
productive political and. econ- 
omic relationship between China 
and the Bank. He opened the way 
for a similar relationship between 
the Bank and the Middle East. It 
was these accomplishments that 
led Jim Wolfensohn, early in his 
career at the Bank, to appoint Mr 
Koch-Weser a managing director 
of the institution, the youngest 
person ever to hold such a post. 
ROBERT 


Washington, DC MCNAMARA 


Sır-—-Your suggestions to improve 
the selection process at the IMF 
touch upon two fundamental 
complaints that critics have taken 
up with the imr and other multi- 
lateral institutions: a penchant for 
back-door politics and parochi- 
alism. In fact, Germany's Caio 
Koch-Weser has made little head- 
away because Gerhard Schroder’s 
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strong-arm tactics behind closed 
doors have failed to unnerve 


‘American sceptics. French sup- 


port for his candidacy has come 
reluctantly as it does not want to 
lose the post to.a non-European. 

This process of wheeling-and- 
dealing is no longer typical of the 
imr’s decision-making which has 
become more transparent and ac- 
countable to its members. The 
ime would be hard-pressed to 
continue with such a method 
when selecting future chiefs. De- 
veloping countries are frustrated 
with G7 dominance of interna- 
tional financial decision-making. 
ime leaders have recently called 
for expansion of the G7 and in- 
creasing significance is now being 
assigned to the G2o. The mF 
should heed its own advice and 
establish a more inclusive selec- 
tion process, 


Ranpy RODGERS 

Deputy Director 

The Bretton Woods 

Washington, DC 


Committee 





Book of Rawls 


$ix—Your review of John Rawls’s 
book, “The Law of Peoples”, 
(“Less original positions”, Febru- 
ary 12th) is utterly uncompre- 
hending. Mr Rawls uses his social 
contract device of the original po- 
sition to advance standards for 
the interactions of liberal-demo- 
cratic governments in a society of 
liberal-democratic peoples, and 
then to investigate the possibility 
of extending this society to in- 
clude peoples who only partially 
share liberal-democratic values. 
A central issue is, of course, the 
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legitimate. use of diplomatic pres- 
sure, economic sanctions and mil- 
itary force by liberal-democratic 
governments to alter the basic in- 
stitutions of other societies. Mr 
Rawls makes no retreat from his 
previous criticisms of unjust insti- 
tutions when he argues that lib- 
eral-democratic governments 
may not use these coercive means 
to foist liberal democracy on de- 
cent but illiberal peoples. 
THOMAS RICKETTS 
University of 
Philadelphia Pennsylvania 


Inflexible 


Sır—You champion the doctrine 
of “flexibility” for Britain in Eu- 
rope (“The Good European”, Feb- 
ruary 19th) by arguing that “there 
is no point being at the [Eu’s| ‘top 
table’, if you cannot bring your- 
self to eat what is on the menu.” 
By abandoning our place at the 
top table we would not avoid the 
European menu but merely defer 
our consumption of it. 

Flexibility allows federalising 
member states to open the 
ground on to which they eventu- 
ally force less enthusiastic ones. 
Witness the Schengen Agreement 
on open borders: once optional, 
the Amsterdam treaty holds that 
it “must be accepted in full by all 
jnew member]  states”—along 
with the rest of the acquis com- 
munautaire. The treaty also uses 
language assuming Britain will 
one day adopt Schengen, talking 
about “when” rather than ‘if’ we 
join. 

Your mistake is to confuse flex- 
ibility for an end state allowing 
diversity in Europe. In fact, it is a 
ratchet in the hands of fed- 
eralising nations at its centre. For 
this reason we must renegotiate 
rather than step down from Eu- 
rope’s top table. 

Birt CASH MP 
Chairman 
European Foundation 


Democratic Islam 


Sir—Islam is fundamentally 
democratic and in a much more 
profound way than so-called 
modern democracies (“Iran, Islam 
and democracy”, February 19th). 
An Islamic territory is governed 
through shuras (teams at all levels 
of society), though members are 
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not allowed to vote. A surprising 
form of democracy? Not really: 
modern management theory sug- 
gests that a team consensus is bet- 
ter than a brutal voting system. 

London Fovap DIOUMAN 


Sin—-Obviously a Muslim-major- 
ity country can have a democracy 
within its borders but this will 
not be an Islamic republic. Ac- 
cording to the prophet, an Islamic 
republic cannot exist. The prophet 
foretold that for only 30 years 
after his demisé there would be a 
caliphate form’ of state, in effect 
an Islamic ‘republic. After that 
there would-only be a monarchy. 
The foretelling. is absolute and 
amounts almost:to an order. Any 
attempt otherwise will only result 
in chaos: Pakistan, Iran and Af- 
ghanistan are good examples. 

Reckange Mersch, MOHAMMED 
Luxembourg KAMIL 


Sır—You ask whether Islam and 
democracy are compatible. The 
answer, 1 suspect, would be the 
same as to the question: “Was 
16th-century Christianity compat- 
ible with liberal politics?” At that 
time many changes were taking 
place in the structure and role of 
religion in European society. In 
pockets of Europe the answer to 
that question would be a definite 
“No”. In contrast, there was a 
patchwork of confusing changes 
underway which allowed for op- 
timism about the development of 
democratic institutions. 

Today, Islam is a widely di- 
vergent institution with no clear 
sense of direction, and with an 
equally confusing patchwork of 
reforms underway. We can only 
hope that history repeats itself. 
Perth, 

M.D. AGOSTINI 


Clock watching 


Str—~You say that Japan’s econ- 
omy looks like following in the 
footsteps of the Grand Old Duke 
of York (“Up and down”, Febru- 
ary 12th). The American economy 
is like the mouse in “Hickory 
Dickory Dock”. The clock will 
strike and the American stock- 
market will run down. The only 
questions are when and how. 

Tokyo NORIAKI KINOSHITA 


pd, stored in a retrieval system, or transmitted in any 





Substantial 


six figure package 


Global Investment Bank 


London 





Global Emerging Markets Strategist 


This leading investment bank has a substantial franchise in the emerging markets of Asia, Europe and Latin 


America. It has offices across the regions, and has built an excellent reputation bath in corporate finance and in 


distribution. Its equities business is highly rated for its macro product and, given the importance of emerging 
markets as a product area, it has decided to appoint a Global Emerging Markets Strategist. 


THE ROLE 


Reporting to the Global Head of Economics and 
Strategy, to act as a bridge between economists and 
analysts, forming an integrated emerging market 
strategy. 


Actively to market the firm's views, working closely with 
members of the regional product and macro teams in 
the three emerging markets regions. 


THE QUALIFICATIONS 
E A first class academic background, with natural 


marketing skills and extensive experience of the 
emerging markets. Decisive and capable of defending 
a strategy. 


Either currently in a similar role, or on the faculty of 
a major university with experience of development 
economics or politics of the emerging markets. 


Journalists or MBAs with prior emerging markets 


‘ ; ; x rience will al idered. 
To act as a focal point for the firm's views on emerging experience will also be considered 


markets. Harnessing the research effort, developing 
sector and global themes, raising the profile of this 
substantial emerging markets business. 


The ability to lead; contribute to debate on economics 
and strategy; strong interpersonal and collegiate skills; 
intellectually rigorous. 


mannanna 
Tel: 0171 298 3333 
Fax: 0171 298 3388 
Email: Ibrowning@spencerstuart.com 


mamarasna 
Please reply with full details to: 

Selector Europe, Ref. MWE/06454-16/30, 
16 Connaught Place, 

London W2 2ED 





International Economic Policy and Strategy 


Can you assist our clients in transition and developing countries: strengthen their economic policy analysis, formulation and management; shape the new international 
trade environment: restructure and revitalise their systems of public finance; increase the efficiency and competitiveness of their domestic markets; improve policy 
administration; benefit from economic integration; and help guide their future development strategy? If you can we offer unsurpassed career opportunities, 


A wide range of full-time opportunities exist at many levels in our London headquarters for highly 
able and motivated professionals with project-related experience in the economics of: 


@ Public Finance and Fiscal Policy @ International Trade Policy, WTO Strategy and Regional 
Integration @ Foreign Direct Investment and Trade in Services @ Competition and Regulation 
@ Economic Management and Strategy 


For those with two or more years postgraduate work experience dealing with economic issues and 
strong quantitative economic skills, we can offer exciting, challenging and rewarding career positions 
with unlimited promotion possibilities. For more established individuals with proven business winning 
skills, opportunities exist to build and manage your own practice area. 

if you also have entrepreneurial and business acumen, real possibilities exist to reach the top 


management levels in a time frame limited only by your own abilities and commitment. 


Scope also exists to join our network of top academics and economics specialists to work with 
us on a short-term basis where previous consulting experience is not essential. 


Hf you fulfil the above requirements, want to join a dynamic and supportive team, have outstanding 
economics qualifications, excellent communication and management skills and ideally are fluent 
in Spanish or French, we would like to hear from you, Please send a detailed CV listing your 





relevant experience. 


London - Washington - Bishkek 


Angela Partington, Abbot's Court, 34 Farringdon Lane, London EC1R 3AX 
Facsimile: +44 (0) 207-251-0140 email: apartington@maxwelistamp.com 


MAXWELL 
STAMP]"'¢ 
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EUROPEAN CENTRAL BANK 


VACANCIES AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is currently seeking 
applications from outstanding and experienced academic researchers for the post of Primary Economist in its 
General Economic Research Division (GERD) of the Directorate General - Research (DGR). 

The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement 
plan, health insurance and relocation benefits. Candidates must be nationals of a Member State of the 


PRIMARY ECONOMIST 


(Ref.: ECB/144/00/TE) 


As a senior staff member in the Division, the successful candidate is expected to make a considerable contribution 
to the Division‘s research output and advise management in the determination of research priorities, The main : 









tasks of GERD are to conduct theoretical and empirical research on monetary policy and in relation to the general oe 





functioning and stability of financial systems. 


The primary economist in GERD will be in charge of the following: 

* Produce high-level research papers that can be issued in the ECB Working Paper Series and that may 
subsequently be published in top academic journals; — 

* Interact in a co-operative and open fashion with the staff of the Division to support the realisation of the 
research programme; 

+ Advise management in the determination of research priorities. 


Qualifications and Experience 


e Candidates should have a PhD in economics or finance, several years of experience in an academic or research 

environment and an outstanding publication record in the above mentioned fields. 

Experience in a policy environment and a proven ability to present research findings and address policy issues 

in non-technical terms are an additional asset. 

* Good knowledge of English and a proven ability to present research findings and address policy issues in 
non-technical terms. Working knowledge of at least one other official Community language is required. 





Applications 

Applications should be submitted in English and include a covering letter, a curriculum vitae (including copies 
of published or unpublished papers or notes prepared by the candidate) and a recent photograph together with 
references confirming the required experience and skills. They should be addressed, quoting the reference 
number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt 
am Main and should reach us no later than 23 March 2000. Applications will be treated in the strictest 
confidence and will not be returned, a 

To meet the deadline, applications may be sent beforehand by fax to fax number +49 69/1344 = 7979. However, 
this is not a substitute for the original, which must still be submitted by mail. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted 
_ on paper via surface mail. 
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Strategic Development Director 


Major International Private Client Business 


| E ce en t Six Figure Package 


London 


a Ou cli nt is one of the world leaders in its specialist field, with a long history and outstanding reputation. Recent 
company activity is at a record high, and, with the increased globalisation of the business, a new top management 
-1 group is being appointed. The Strategic Development Director will play a key partin this new structure. 


THE POSITION 


Provide strategic input into business plan, including competitor and 


market analysis. Report to Chief Executive. 


Work on customer segmentation and client-offer definition to 


achieve greater business leverage. Manage team of analysts. 


Manage client database and organise market surveys. Provide 
strategic input into marketing plans and brand and Internet 


development. 


QUALIFICATIONS 


* — International graduate, ideally with MBA from one of top business ; 
schools. Excellent. track record with one of leading strategy. 
consultancies and/or in major business/strategic role, ; 
Expertise in marketing and- brand management. Strong database/ 
project management skills arid customer research experience, 

High level of intellect, strategic and commercial orientation as well 
as international outlook. Great drive, presence and credibility at 
most senior level, Excellent communication skills 


Please send full cv, stating salary, ref LG202954, to Norman Broadbent, 20 Regent Street, London SW1Y 4PH. 
Fax 020 7484 0020. Email rachel.boyd@normanbroadbent.com Tel 020 7484 0000. 


>> 


NORMAN BROADBENT 


Incorporating NB Selection 


RECRUITING EXCELLE 


DIRECTOR GENERAL & CHIE EXECUTIVE 


£70-105k + bonus 


The Secretary of State for the Environment, Transport and the 
Regions wishes to recruit to this post in the Senior Civil Service, an 
outstanding individual who will have the full range of functions of 
“an Agency Chief Executive, Head of Department and Accounting 
Officer, The new Director General & Chief 
Executive will take forward the development of | oO 
Ordnance Survey as a modernised, custorner- 
focussed organisation with a strong emphasis "mamm" 
on delivery and ọn continuous improvement in 
efficiency and effectiveness. S/he will represent Ordnance Survey 
in policy discussions at the highest level. 


As the National Mapping Agency, Ordnance Survey provides the 
definitive national referencing system for geospatial information 
relating to Great Britain. It is a world-leader in terms of the 
quality of its products and development of its technology, and 
makes an increasing contribution to national development in 
a variety of important fields. In addition, Ordnance Survey 
provides specialist consultancy in many countries of the world 
and represents Britain at an international level. 


Ordnance Survey is a Government Department, a Trad ing 
Fund and an Executive Agency, with some 1,880 
staff and revenue of approximately £100 


Pail 


Southampton 


Candidates will need an impressive track record of leadership 
demonstrating delivery of demanding targets and excellent 
intellectual and interpersonal skills — not necessarily gained in 
the field of geospatial information. or information management. 

Experience at Board level is a pre-requisite, 


Ordnance which may have been gained in a public or private 
Survey” 


sector organisation: Terms of appointment will > 
inchide an annual salary likely to be in the range 
£70-105,000 depending upon qualifications and 
experience (though more may be available in an exceptional case), 
with a non-contributory pension scheme and scope for an annual 
performance bonus, Retirement age is 60, 


Women and ethnic minorities are under-represented in the 
Senior Civil Service and we welcome applications from all 
suitably qualified individuals irrespective of sex, racial origin or 
disability. 
To obtain an information pack about this appointment including | 
how to apply, please telephone the Department’s advisers below - 
on 020 8466 4126 (24 hours) quoting reference AZQA/E not 
later than Friday, 17 March 2000. The closing date 
for applications is Friday, 24 March 2000. The likely 


date for final selection interviews is 12 May. 


X ae # i f at Aog, 
million per year. f ARC VOR 


ADVERTISED RECRUITMENT AND CONSULTANCY aye 


INVESTOR IN PEOPLE A PRACTICE WITHIN SAXTON BAMPFYLOE HEVER BES 
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TRADE SPECIALISTS 
Booz*Allen & Hamilton, a global provider of international management and 
technology consulting services, is seeking experienced attorneys, economists 
and policy experts to fill and short-term overseas management. positions 
in Central/Eastern Europe, Central Asia, and elsewhere. We are currently 
accepting applications for: 


Chief of Party, Central Asia 

Provide technical and managerial oversight of all expatriate and local personnel 
working in six offices on a regional trade and investment project. Position 
requires a technical background in two or more of the following areas: WTO 
accession requirements and/or compliance, private sector development, 
licensing, concessions, natural monopoly regulation, investment law, and/or 
trade policy, 


Country Manager/Attorney, Central Asia 

Manage and provide technical leadership toa team of expatriate and local 
professionals. Trade attorney should have expert knowledge of the WTO 
accession process, legislative drafting, and examining key elements of legal 
regimes governing trade and investment, preferably in developing countries. 


Project Manager, Central/Eastern Europe 

Lead USAID project, providing technical. assistance relating to countries’ 
accession, and compliance to the WTO, Candidate must have experience in 
international trade, expert knowledge of the WTO, experience with WTO 
accession process, and familiarity with US and European trade law. Legislative 
drafting and developing country work experience is highly desirable, 


io. Al candidates for senior positions should have an advanced degree (JD, PhD, 


or equivalent), a minimum of 10 years of professional experience in relevant 

technical disciplines, demonstrated management capabilities and extensive 
knowledge of economic, legal or institutional reform in developing 

or transitioning economies, For consideration, please forward 
` your CV to: Dept. Code 9063, Booz Allen & Hamilton, 8283 
ae : Greensboro Drive, McLean. VA 22102; FAX: (703) 
SAA —- 902-3022; e-mail: ruzickasceve@bah.com 
100 We are proud of our diverse work environment. 

L, EOE, M/F/D/V. 

Cage oo 


BOOZ:ALLEN & HAMILTON _ 


| ECONOMIC ADVISER 


SALARY RANGE £30,000 - £49,050 


What do 
next generation mobile phones, 
Internet access, e-commerce 
and digital broadcasting 
have in common? 
These are just a few of the headline-grabbing topics that we are 


dealing with on behalf of our clients - some of the best-known 
private sector companies and public sector bodies. 


If you are interested in applying your economic skills to high- 
profile commercial and public policy issues, we would like to 
hear from you. 


We are looking for talented applied economists.and industry 
specialists to join us as Consultants. You will either be a newly 
qualified postgraduate or have experience of working in telecoms, 
media or consulting. As a young and growing company, *econ 
offers a challenging environment and rewarding prospects. 


Interested? 
Visit our website at www.dotecon.com for further details. 


Leading edge economics 
for the telecommunications 
and media sectors 


DotEcon Ltd., 16 Hanover Square, London WIR 9AJ 


Department 
of Health 


DH 


The Department of Health is responsible for policies on public health, personal social services and the delivery of 
health care services through the NHS. We have a vacancy for a policy analyst to work.on the economics of 
pharmaceutical, dentistry and ophthalmology issues. This will include providing economic advice and consultancy 
on areas such as remuneration and reimbursement systems for pharmacists, dentists and opticians, pharmaceutical 
pricing, and alternative systems of healthcare funding. You will work in a friendly and supportive team of 20 fast- 
stream econemists and operational researchers, based in London. 


You should have a good economics degree with at least four years professional experience preferably in applied 
economic analysis. You will understand the economic principles underpinning the regulation of markets and be 
able-to apply economics to complex administrative systems. You will also be comfortable working in multi- 
disciplinary teams and able to explain complex issues clearly to those without an economics background, both 
orally and in writing. Previous experience in health economics is desirable but not essential. 

This post is part of the Government Economics Service and you will therefore be eligible for similar posts in other 
Departments. The post is permanent and pensionable. 

For further details and an application form (to be returned by 24 March 2000), write to Capita RAS, 
innovation. Court, New Street, Basingstoke, Hampshire RG21 7JB or telephone 01325 745170 (24 hours) or 
fax 01256 383787. Internet: http://www.rasnet.co.uk/ Please quote reference B4876. 


Mi fe 
ENVESTOR IN PEOPLE. 


Asari equal opportunities employer, the Department welcomes applications regardless of gender, race, disability or sexuality. 


We operate flexible working patterns within a nan-smoking environment. 
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hearer einen CONSULTANTS GROUP 


London Wail, London E 


Exceptional opportunity to be in on the ground floor of this new firm 


EUROPEAN PRIVATE EQUI 
INTERNET/eCOMMERCE 


LONDON -WEST END 

Qur client is a powerful combination of a highly 
experienced group of well-connected professionals 
with an exceptional track record of investing in 
Internet-related businesses plus the backing of one of 
the oldest and most successful private equity houses in 
the US ~ a pioneer of growth buy-outs with an 
enviable IRR. They have a new $1 billion fund, the 
largest. specialist global fund of its kind in the world. 
The fund will make private equity investments in 
Internet and Internet-related businesses focusing on 
the business-to-business end of the market, providing 
growth and acquisition capital in larger amounts 

than is typically offered by venture capital firms. 

They have made their first investments. The 
London-based principal is ready to recruit a small 


SUBSTANTIAL EARNIN'! S 
focus on European and trans-Atlantic investmet 
are looking for people who understand the applicati 
of this new technology and how eC 


MBA/MSc with 2 years’ experience of the fi nan 
modelling, documentation and: negotiation c 
these transactions, You will need to: be 
self-sufficient with entrepreneurial flair and: 

flexible thinking, as well as an understanding of 


team at VP/Director and Investment Manager level, to European business culture and ideally languages. 


Applications in strict confidence under reference EPE9923/FT to the Managing Director, CJA 
E-mail: almb@cjagroup.com or telephone 020 7638 0680 for an i 


tial confidential discussion — 


Leading recruitment globally 


Economics Research Assistants 


LONDON 


Our award-winning Equity Research team provides high-quality research 
that is truly global in breadth, and our presence in all five major regions 
of the world enables us to offer our clients a broad scope of knowledge 
that is unrivalled internationally. 

tn making their investment analyses, the firm's economists and strategists 
offer a "topdown" view of regional and national economies as well as 
equity markets, The economists furnish rigorous country-yy-country 
analyses of economies and markets. 


Opportunities currently exist for 2 research assistants to join the 

European Economics Team. 

As a member of the Euroland economics team your responsibilities 

would include: 

E Dat monitoring, analysis, commentary and eventually forecasting 
monthly indicators in the Euro arca 


COMPETITIVE PACKAGE 


@ Compilation and maintenance of proprietary databases - 

E Supporting and contributing to thematic research projects 

Both positions require a background of academic elenge: in 
economics - preferably with an emphasis in quantitative methods, 
specifically econometrics. To succeed in this role you will have be able-1¢ 
work under pressure and within tight deadlines. Both positions requiie : 
proven analytical skills and a perfect command of written and spoken 
English. Fluency in at least one other EU language, preferably German as 
well as some knowledge of European statistics would be an advantage: 
Interested applicants should send a full Curriculum Vitae and current» 
salary details quoting ref: 43927-9 to our advising consultant, 
Chris Harrison at Robert Walters, 10 Bedford Street, London, 
WCZ2E 9HE. Tel: 0207 915 6919 Fax: 0207 915 8714. 

E-mail: chris. harrison@robert¢walters.com 

Web: www.robertwalters.com 


MORGAN STANLEY DEAN WITTER 


CU SHE ECONOMIST MARCH 4TH 2000 























































THE FORD FOUNDATION — 
320 East 43rd Street 
New York, NY 10017 











education; improve educational equity, acc 


“Preferred deadline is April 15, 2000. 


program in Mexico and Central America, Will explore opportunities for 
improving quality and equity of K-12 education and promoting universal 


K-12 education with local development; 





is April 15, 2000. 


i- yegional educational policy and issues; strong conceptual, organizational and 
writing skills; and an ability to. work effectively with colleagues with diverse 
backgrounds, 

To apply: please send resume, cover letter, and brief writing sample to Ms. 
Gordon at the above address. 


Equal employment opportunity and having a diverse staff are fundamental 
principles at The Ford Foundation. 


‘Program Officer: Education Reform (two positions) | 
_ Santiago, Chile: Responsible for strengthening educational reform and the | 
social sciences in Argentina, Chile, Colambia and Peru. The program aims | 
to: enhance the impact of educational reform policy, including secondary | 
s.and quality, with particular | 
attention to gender, and strengthen the understanding of education as it | 
relates to development. In addition, the Program Officer will be responsible | 
for managing and developing work in media production and the news media. 


Mexico City, Mexico: Responsible for developing and monitoring a new | 


access to high quality education, focussing on improving gender equity and | 
quality of education for rural and indigenous communities; promoting civic | 
dialogue and participation in governance of the educational system; linking | 
and developing educational | 
research that informs policy and program development. Preferred deadline 


Both positions work with the Foundation Representatives and worldwide i 
staff. They require an advanced degree in a relevant field; knowledge of the | 
po region and cultures; fluency in English and Spanish; familiarity with | 


























C Secre 
-Company secretary 
The Economist Group is a world-leading source of analysis and opinion on 
international business and politics. The company continues to expand into 
new markets, by exploiting new media technologies and providing high 
quality products to a growing business community through its worldwide 
offices. Following a recent internal promotion, it now requires an 
experienced Company Secretary to work with the board and its sub- 
committees, liaising closely with the Chief Executive and Chairman an 
board business. 





You will be responsible for dealing with shareholder communications, 
regulatory affairs, share schemes and insurance. As Secretary to the Group 
oo Management Committee, you will require exceptional organisational and 
|. communication skills to ensure the smooth management of the meetings. 


1 You will have a thorough understanding of corporate and company law, 
excellent written and oral communication skills and an eye for detail. A strong 
team player, you will have the skills to influence in a challenging 
environment, where accuracy and speed are highly valued. You must have 
experience of motivating and developing others. 


This is a high profile role, within an equally high profile company, and it will suit 
an individual who takes as much. pride in the quality of their work as. The 
Economist Group does in all tts. operations. If you would like further information 
regarding this position please contact our retained. consultant, 


Fiona Boxall, Chambers & Partners, Saville House, 23 Long Lane, London 
“ECLA 9HL. Tel: (020) 7778 1605. Email: fonab@chambersrecruitment.co.uk 


Economist 
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Chief Executive 











Applications are invited from suitably qualified executives for the 
position of Chief Executive of CARE Australia. 


CARE Australia is one of Australia’s foremost developmental 
and emergency response agencies, with its head office in Canberra. 
Operating in Asia, the Middle East, Africa and Eastern 
Europe, CARE Australia is a member of the CARE International 
Federation, one of the world’s largest emergency relief and 
development organisations. 


The Chief Executive is accountable to the Board for leading and 
managing the organisation in line with direction and policies agreed 
with the Board. The person appointed will need, therefore, to 
demonstrate a track record of success in leadership of one or more 
similar organisations efficiently and cost effectively. Applicants should 
possess the appropriate blend of communication ability, negotiation 
and media skills, with experience of managing finances, fund raising 
and overseeing operations programming internationally. 

Applications (marked confidential) should be lodged with the 
Company Secretary of CARE Australia, GPO Box 2014, 
CANBERRA ACT AUSTRALIA 2601 

by Friday 31 March 2000. Further 

background information including “a 


Dc) 

position description may be obtained from » š m 
the Company Secretary, Confidential : y à i= 
enquiries may be made to the consultant or XG tim 
AAA 

AUSTRALIA 






















assisting the Board with this appointment, 
John Allen on 61 - 3 - 9670 3897. 










Development Alternatives, Inc. (DAI) 
is seeking specialists for economic reform implementation 
programs to help governments support economic 
liberalization, Consultants are sought for both long- 

and short-term assignments in the following fields: 


Trade and Investment 
Fiscal Policy 
information Technology 
Macroeconomics 
Financial Sector Reform 
Labor Law 

Poverty Reduction 
Social Safety Nets 


Qualifications: an advanced degree (Ph.D. highly preferred) in 
a relevant field: a minimum of ten years of experience in the 
profession including at least five years’ experience advising on 
policy reform measures at the ministerial level. Experience with 
participatory policy reform programs preferred. 

Interested candidates should send a resume and cover letter to: 


Development Alternatives, Inc.. 7250 Woodmont Avenue, 
Suite 200, Bethesda, MD 20814 
Atin.: Sherie Valderama 


Fax: (301) 718-7968 email: sherie-valderama@dai.com 
No phone inquiries please. 
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EXECUTIVE FOCUS 


BANK OF BOTSWANA 


ADVISOR ON RESERVE MANAGEMENT 
INTERNATIONAL DEPARTMENT 


Applications are invited for the post of Advisor in the International Departmen 
Botswana. This is a senior position in one of Southern Africa’s dynamic and fi an 
countries. The successful applicant can look forward to a challenging assignments in: 
` environment. : 


< The International Department is responsible for advising the Governor on the. genera 

- investment of Botswana’s foreign exchange reserves amounting to approximately US 
advises the Bank’s Investment Committee on the day to day implementation of 
executes any subsequent directives therefrom. The Department’ s responsibilities i 
interest rate policy through open market operations by issuing central bank paper. Th 
also responsible for implementing the Bank’s exchange rate policy and for satisfyi 

- the commercial banking sector for foreign exchange. Furthermore, it is also respon: 

_ the foreign exchange requirements of the Bank’s other customers. The execution of 
payments for the Government is also vested in the International Department. : 


The growing responsibilities of the International Department have necessitated the appointment of. an 
advisor with extensive experiénce in policy formulation and management of fixed income portfolios. In 
addition to money market instruments and bonds, the portfolio contains equity investments as part of 
the long-term fund (Pula Fund). The candidate must have experience in monitoring multiple fund 
. managers and portfolios of global fixed income and equity mandates. One of the critical responsibilities 
f the candidate will be to conduct and manage the training of citizen staff in related areas, viz. trading 


foreign exchange, money market instruments and bonds, asset allocation, benchmarking, etc. 


Qualifications 

The right candidate for the post must have Masters Degree in Economics, Finance or Statistics with 
relevant professional experience as well as extensive practical knowledge of international market 
operations and banking. A thorough understanding of dealing in financial markets, particularly foreign 
exchange, securities and money market instruments is essential. A proven familiarity with overseas 
instrument environment is a necessity. The suitable candidate should possess strong leadership skills, be 
mature, able to motivate staff to reach their full potential and should display management skills of a 

` high order. 


Remuneration Par 
_ The Bank is willing to meet all reasonable costs involved in filling this post on an internationally 
competitive basis. Details of full compensation package will be negotiated but will include gratuity and __ 
life assurance contributions, contributory medical aid and motor vehicle purchase scheme as well as 
relocation costs. 


Comprehensive written applications should be forwarded by March 31, 2000 to:- 
The Director, Human Resources Department 
Bank of Botswana, Private Bag 154, Gaborone 
BOTSWANA, SOUTHERN AFRICA. 
Telephone (267) 360-6372 Fax (267) 301-100 
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Established in 1966.and headquartered in Manila, Philippines, the overarching goal of the ADB is to reduce poverty and 
improve the quality of life of all people in the Asian and Pacific region. Our staff come from over 40 member countries of 
the ADB. We are seeking a highly-skilled professional for the position of Chief, Office of Environment and Social 
Development as our current Chief will be retiring in August 2000, 


CHIEF 
OFFICE OF ENVIRONMENT AND SOCIAL DEVELOPMENT 


Reporting to the President, the position is primarily responsible for (i) promoting environmentally and socially sustainable 
development in the Asia-Pacific region and developing countries by ensuring the incorporation of environment, social 
dimensions, and associated processes in ADB's projects; (ii) providing technical support to operational departments in 
reducing poverty and promoting sustainable development in the region; and (iii) identifying new directions, methodolo- 
gies, and approaches that would improve the incorporation of environmental and social aspects in projects. 


The successful candidate should have (i) high academic achievement in the broader field of development studies with 
substantial knowledge and experience in dealing with environmental and social development in the developing countries 
of Asia; (ii) be able to provide leadership in advising and in promoting ADB's corporate image; and (ii) be able to draw 
upon a wide network of partners to exchange knowledge and mobilize financing for new environment and poverty 
reduction through pro-poor growth and social development. Experience working with multilateral financing institutions is 
preferred. Women are actively encouraged to apply. 


The ADB offers an internationally competitive salary paid in US dollars. Salaries and benefits are generally free of tax 
` except for citizens of some countries, primarily the USA and the Philippines, whose incomes are taxed by their respective 
‘governments, Applicants should be nationals of one of the ADB's member countries. The successful candidate will be 
expected to commence in September.2000. For further information about the ADB, please visit www.adb.org and look 
for Employment Opportunities under Business Center. 


/[Iinww.adb.org 


http 


Send CV and cover letter by fax or mail quoting Ref. No. 00-12 by 18 March 2000 to: 


HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (63-2) 636-2660 E-mail: jobs @adb.org 
Only shortlisted candidates will be notified. 





PONDAT I N 


POUR d RENPOR 
DES CAPACITES ENAT RIL 


TEAN 


FOL AMEN 


VACANCIES ANNOUNCEMENT 


The African Capacity Building Foundation (ACBF) is an international organisation sponsored by the World Bank, the UNDP, the ADB and a number 
of African and non-African countries. ACBF’s mission is to build capacity in development policy analysis and management in Africa, including 
support to capacity building in the public sector, the private sector, and civil society and in interface areas of the later. 


ACBF is seeking seasoned African nationals to fill the following vacant positions: 





A) Administrative and Human Resources Officer 


The officer is responsible for the basic administrative functions and 
personnel management/human resources development duties. 


Credentials 

* Post graduate degree in Administration, Human Resources 
Development, Law or any other relevant field, complemented by at least 
5 years of relevant professional experience, preferably in an international 
environment 

goed oral and written communication skills. 
Fluency in English and a 


. Computer literacy, 
Excellent organizational and managerial skills. 
good working knowledge of French. 


The Foundation offers competitive salaries and benefits. 


B) Program Officer (3 Positions) 

The program officer is responsible for basic functions related to the 
capacity building programmme/project cycle. She/he will contribute to 

professional development in the Foundation through research and 

publication activities. 

Credentials 

A Ph.D. degree in economics, public or business aamiisivenion or other 

relevant social sciences from a recognized university and related work 

experience of at least 5 years, preferably in an international 

environment, 

* Good knowledge of private sector development, civil society 

empowerment, gender, governance, economic reform, poverty 

alleviation, environmental and development cooperation issues. 
Excellent written and oral communication skills and computer literacy. 
Fluency in English and a good working knowledge of French, or vice 
versa. 


Applications, pat the reference number ZH/SLC/7 including curriculum vitae and at least three references should be received at the address 


below by March 2 


, 2000. Only-shortlisted candidates will be contacted. Women are eficouraged to apply. 


The Executive Bean The African Capacity Building Foundation P.O: Box 1562 HARARE, Zimbabwe 


Fax: (263-4)-702 915 E-mail: root@achi.co. zw 
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FACILITY MANAGEMENT 


The International Tribunal for the Law of the Sea invites experienced operators to 
participate in the tender process for the facility management of its new premises at 380 
Elbchaussee in Hamburg Nienstedten 
Die tothe structural design of the building and the particular features of an international 
organisation the future operator has to meet the highest standards. Prospective bidders are 
requested to communicate their interest and furnish proof of qualifieations, 
Following the preselection process eligible operators will be invited to bid on the basis of 
alist of specifications, 
The Facility Management is scheduled to commence in summer 2000, 
The proof of qualifications is to demonstrate that the interested operator 
* Can provide a range of facility management services in diverse ereas (list of references) 
$ Has gained experience in dealing with public facilities, in particular with regard to 
local building laws and regulations 

© oodas sufficient expertise for the technical, internal building and commercial facility 

Management 

* Has qualified staff to provide the required services directly andon a flexible basis 
Has all required licenses and the necessary financial resources to implement a project 
of dua size 
‘The International Tribunal for the Law of the Sea invites the bids and awards the contract, 
i Ploase send your application to: 
al Finanzbauamt Hamburg 

Vergabestelle-Zi, 5- 
Pappelallee 28 


22089 HAMBURG 


Finanzbauamt Hamburg - Mr Wenzel: 0049-40-42842332 
International Tribunal for the Law of the Sea: 0049-40-.35607100 


| Closing date for applications: 15/04/2000 


When 
























| Cesma MBA at E.M.LYON 
Do it for yourself. 











you go in 
for an MBA, 
what will you 

| come out with? 


Which MBA you have says a lot about you. Entrepreneurial? Multi-cultural? 
Then choose E.M.LYON: the school of management at Europe’s cosmopoli- 
„tan hub. 1 year full-time, 2 year part-time. Teaching in English or French. 
Worldwide network of exchanges. Emphasis on personal development. 
Nearly four job offers for every graduate from a who’s who of multinationals. 
-Gall Jacqueline Del Bello on 334 78 33 78 65 or e-mail: mba3@em-lyon.com. 


KEY FEATURES 


A 625 page practical guide to 
doing business in Latin America 
from a European perspective. 


x 


e Leading European companies: 
share insights into their market 
strategies for Latin America. 





* 


: Overview of the major growth edna AT 
sectors for every country in the aii 

region and information about 
infrastructure project 
opportunities in Latin America. 







* Information about trade 
barriers, tariffs and import oeo) 
taxes, import regulations, trade and project 













To obtain more information please ¢ ntact 


stephanie_gover@mcg 
www.megraw-hill.co,u 
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Holdings ple which is incorporated in England with limited lability, Registered in England number 617987. 


istered Office and Group Head Office: 10 Lower Thames Street, London EC3R GAE, United Kingdom: www.hsbe.com 


Our Results for 1999 


HSBC’s results for 1999 were significantly better 
than those achieved in a challenging 1998. They 
reflect the resilience of our customer base and the 
improvement in Asia’s economies, They are also 
a tribute to our staff and evidence of the progress 
we have made in implementing our ‘Managing 
For Value’ strategy. 


Our strategy calls for a relentless focus on our 
customers, providing them with secure, 
transparent and competitive services in the form 
most attractive to them. Technology continues to 
bring profound and permanent changes to the 
financial services industry, We are reconfiguring 
our operations for the e-age. 


The most important external factors affecting 
our business in the year ahead will be sustained 
growth in the US economy and Asia’s continued 
recovery, It is particularly important that 
domestic demand in Asia picks up and that the 
reform of the banking and corporate sectors 
remains firmly on track. HSBC has entered 2000 
in good shape with a clear strategy and- a broad 
spread of businesses able to pursue opportunities 
for profitable growth wherever they occur; the 
outlook for HSBC is encouraging. 


Sir John Bond 
Group Chairman 


US$m 





Profit before tax 


7,982 A 





Profit attributable to shareholders 


5,408 





44,270 
US$ 
0.54 ** 





Dividends per share 


0.340 0.308 ** 


The Group's total capital ratio and tier | capital ratio at year end 1999 
were 13.2 per centand 8.5 per cent respectively. 


* The second interim dividend of US$O.207 per share is translated at the 
closing rate: Where required, the dividend will be converted into sterling 
or Hong Kong dollars at the exchange rates on 18 April 2000. 


** Restated to reflect the share capital reorganisation implemented on 


2 July 1999. 
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Waiting for the new India 


HAT a pity. There was every reason to 
hope that India’s ruling coalition, led 
by the avowedly pro-business Bharatiya Ja- 
nata Party (sje), which was returned to power 
last October on promises to spur the econ- 
omy’s growth, would do great things in its 
budget for 2000-01. In the event the plan an- 
nounced on February 29th was timid. Sea- 
soned India-watchers will say it could have 
been worse: Yashwant Sinha, the finance min- 
ister, has done nothing outright stupid. None- 
theless, measured against the twin tests of 
need and opportunity, he has let India down. 
The need for bolder action springs from 
the current and prospective size of the gov- 
ernment’s budget deficit. This is expected to be 5.6% of Gpr in 
the current fiscal year and is planned to be only slightly 
lower, at just over 5%, in 2000-01. Adding in the deficits of state 
governments, borrowing is planned to be in the region of 10% 
next year. Remembering that fiscal deficits in India tend to 
overshoot their targets, the outlook appears hazardous. India 
prides itself on escaping the financial turmoil that has 
blighted much of Asia since 1997, and now has ample foreign- 
exchange reserves. Still, double-digit budget deficits are not 
the way to preserve that record. 

The need for firm action on the deficit was widely un- 
derstood: indeed, this was one aspect of the opportunity that 
has now been squandered. Indians know very well that the 
last big push towards more liberal economic policies, starting 
in 1991, was brought about in part by the dire state of the pub- 
lic accounts. Nearly ten years on, the government was well- 
placed to adopt the same strategy—undertaking reforms it 
knows to be necessary in the country’s long-term interests, 
and defeating resistance by emphasising the need for fiscal 
restraint. In India, subsidies must be cut for long-term struc- 
tural reasons; politically, it helps if the government can say 
that short-term financial reasons leave it no choice. The same 
goes for privatisation. Moving enterprises out of the public 
sector is desirable, indeed essential, for reasons of economic 
efficiency. But if that is too much of an ideological challenge, 
you can always say that there is no option (much as you re- 
gret it) other than raising revenues from “disinvestment”. 

What made circumstances this year all the more propi- 
tious was that almost nobody in India is any longer arguing 
that the reforms after 1991 were a failure. What once seemed 
an immovable resistance among Indian officials and academ- 
ics to a greater say for market forces has more or less evapo- 
rated. This is an amazing change. It has happened for a va- 
riety of reasons, but the main one is probably that the 
numbers speak for themselves. The steps towards openness 
in trade and the dismantling of the country’s insane indus- 
trial licensing system (which, in order to ensure that resources 
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were not wasted, obliged bicycle manufactur- 
ers, for instance, to seek the permission of a 
variety of bureaucrats before changing the 
grips on the handlebars) have perceptibly 
boosted the economy. Growth of 6% is now 
regarded as the norm. This is better than in 
the supposedly successful 1980s and nearly 
double the rate achieved during the 30 years 
before that. All the people who once said 
market forces would worsen India’s poverty 
have gone quiet. 

What might India achieve if it got things 
right? Given its scope for catching up and its 
unmatched human resources, sustained 
growth of 8% a year is surely within reach. But 
this does require radical action: the reforms already un- 
dertaken go only half-way. The necessary steps are not a sim- 
ple matter of cutting public spending across the board. Some 
categories of public spending, notably on education and in- 
frastructure, need to be increased, and substantially. Histori- 
cally, one of India’s biggest problems has been that recurring 
episodes of fiscal duress have been dealt with by cutting pub- 
lic spending that is needed, while shelling out more and more 
on programmes that are wasteful, or worse. 


Choosing sides 


Sadly, this budget marks no great departure from that pattern. 
Mr Sinha spoke of the need to cut subsidies, but his proposals 
will make barely a dent in their total cost, which runs at well 
over 10% of Gpr. India is a country where large quantities of 
food, water, power and other resources are given away or sold 
at less than cost—not, it is important to understand, to help 
the poor, who are known to gain little from these pro- 
grammes, but to benefit people who could afford to pay. To- 
gether with a very large increase in defence spending (unsur- 
prising in view of the fractious state of Indo-Pakistan 
relations) and no more than a modest flow of revenue from 
privatisation, this leaves the scope for needed public invest- 
ment after this budget looking slim. 

Despite all this, India’s prospects are by no means bleak. 
The country used to be run by governments resolutely dedi- 
cated to economic retardation. Now it has a government 
timid in pursuit of prosperity. That is progress. And wherever 
government, especially central government, does not hold 
sway, much is going on that augurs well (see pages 76-78). 
State governments are in competition with one another for in- 
vestment. That is healthy, and is bearing some fruit. And peo- 
ple, not before time, are starting to get stroppy about the of- 
ten-shambolic services that state-owned enterprises have 
been foisting upon them. Unfortunately, the government is 
not yet firmly on their side. A pity, indeed. 
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A muddle in the jungle 


The United States’ current plan to help Colombia risks beating neither 
the guerrillas nor the drugs trade that helps to sustain them 


T IS not Vietnam, nor will it become so. But once again the 

United States is preparing to commit lots of cash, military 
hardware and advisers to a battle in a foreign jungle. This one 
is in southern Colombia, where an embattled president, An- 
dres Pastrana, faces daunting problems. 

These include left-wing guerrillas and right-wing paramil- 
itaries. Political violence caused almost 300,000 Colombians 
to flee their homes last year; the better-off have been ter- 
rorised by kidnapping and extortion. The country is also 
home to the world’s biggest illegal drugs industry: it accounts 
for about 80% of the cocaine and some of the heroin imported 
by the United States, and has recently displaced Peru as the 
world’s main source of coca, the raw material for cocaine. 
This is, in other words, the main front in the developed 
world’s war against the supply of drugs. And, to make matters 
worse, Colombia’s economy is reeling from its worst slump 
since the 1930s. 

On taking office in 1998, Mr Pastrana boldly launched 
peace talks with the Farc, the largest guerrilla group. But they 
have moved slowly. The war continues, amid widespread 
scepticism about the FARc’s intentions. At the same time, Mr 
Pastrana has turned to the United States for help. Bill Clinton 
is sympathetic, and now Congress is debating an administra- 
tion request for more aid, which would take total American 
assistance to Colombia to $1.6 billion over the next two years. 

Mr Pastrana leads a democracy, albeit an imperfect one, 
and deserves international support. But the proposed aid is 
ambiguous in purpose, and its results may disappoint. The 
largest chunk is to set up and train three special anti-drugs 
battalions, equipped with 63 helicopters, including 30 fast, 
modern Blackhawks. Their mission is to “push into the coca- 
growing regions of southern Colombia”, in mountainous jun- 
gles now controlled by the Farc. Once secured, the police 
would go in to wipe out the coca plantations. 


The supply-siders’ plan 

Its backers present this as a plan to staunch the flow of drugs 
to the United States. But the motivation seems to be a fear that 
the FARC’s insurgency is now out of control, and is a threat to 
other countries in the region. In practice, the new battalions’ 
target will be the Farc. Since the Farc gets lots of money (per- 
haps as much as $500m a year) from taxing and protecting the 
drugs trade, this new southern push would not only help to 
prosecute the international war on drugs but also weaken the 
guerrillas, persuading them to seek peace. 

That, at least, is the theory. Yet if the main aim were to 
support the pursuit of peace, the aid proposal might look 
very different. To achieve peace, Colombia needs stronger 
democratic institutions, capable of guaranteeing security and 
justice for its citizens (including demobilised guerrillas). And it 
needs radical reform of its armed forces. Despite Mr Pas- 
trana’s efforts, they continue to suffer from two serious fail- 
ings. First, they remain a largely reactive force, lacking mobil- 
ity and relying too heavily on poorly trained conscripts. 
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Second, many military commanders retain close links with 
the paramilitaries. The belief runs deep that paramilitary vio- 
lence will hasten peace. In fact, it does the opposite. It is as un- 
acceptable as the violence of the guerrillas. 

Yet the American aid proposal looks as if it will merely 
bolt three shiny new anti-drugs battalions on to an abusive 
and unreformed military force. That imbalance is familiar. 
After more than a decade of American aid, Colombia’s na- 
tional police are capable of staging sophisticated operations 
against drugs gangs, involving months of surveillance and in- 
tricately co-ordinated raids. Yet they are incapable of acting as 
an efficient constabulary, providing the average Colombian 
with security against crime, kidnapping or assassination. 


Meanwhile, back in the United States 


That is not by chance. Aiding the Colombian police has been 
adopted as a political cause by a group of congressional Re- 
publicans who believe that one of the cheaper and more ef- 
fective ways to deal with the United States’ addiction to drugs 
is to stop their production at source. That approach is also re- 
flected in the annual “certification” process, which this week 
again saw the United States stand in unilateral judgment over 
its neighbours’ anti-drugs efforts. 

Belief in supply-side remedies has come to be shared by 
some officials in the Clinton administration. They argue that 
the sharp fall in coca production in Peru and Bolivia in recent 
years is proof that a combination of stepped-up repression 
and programmes to help former coca farmers can achieve the 
complete elimination of coca in those countries—and in Co- 
lombia (see page 21). 

It is a heady vision, but a flawed one. In fact, these policies 
have fuelled Colombia’s conflict. The increase in Colombian 
coca (and thus in the FARc’s income) is a direct consequence 
of its reduction elsewhere. That is just the latest example of 
the “balloon” effect: squeeze the drugs industry at one point, 
and it reappears somewhere else. Already drugs-trafficking 
gangs, with all their corruption and violence, have spread 
across Latin America from Mexico to Brazil. 

The reason is elementary. Demand calls forth supply. Pro- 
hibition and repression merely increase the price; and, where 
cocaine is concerned, they have failed to increase it enough to 
have any significant effect in reducing consumption. After 
more than a decade of the United States’ war against cocaine 
at the source, the price of the drug in the United States re- 
mains stable, the supply abundant. The number of hard-core 
takers remains stable, too, although casual consumption has 
been declining since the mid-1980s. 

Latin Americans pay a high price for the drugs trade: it 
corrupts their societies from top to bottom. If this price is ever 
to be reduced, Americans will have to look not just at the sup- 
ply but also at the demand for drugs. That means they will 
have to consider alternative policies at home, even at decrimi- 
nalisation. This is a war that will not be won with helicopters. 
E 
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The right boss for the Fund 


America is right to oppose Europe’s nomination as the head of the 


IMF. Stanley Fischer would be a better choice 


UBTLESS, Caio Koch-Weser is a jolly decent fellow. 
Germany’s finance state secretary could probably do all 
sorts of jobs, perfectly competently or even brilliantly. The 
trouble is that running the International Monetary Fund is 
not one of them. Larry Summers, America’s Treasury secre- 
tary, was both brave and right to insist this week (via Bill Clin- 
ton) that he will not accept Mr Koch-Weser in that post. Now 
he, together with his European and Asian equivalents, need 
to agree upon a better way to choose a new boss for the Fund. 
Love it or loathe it—and it is easier to find people in the 
second category—the imr is the world’s most important mul- 
tilateral financial institution. At times of crisis, whether global 
or regional, all eyes turn to the Fund. And, although getting 
domestic policies right should be the main solution to finan- 
cial instability, the mF is also the best multilateral hope for 
helping countries to avoid such crises in the first place. That is 
why finance ministers, from all around the world, have re- 
cently devoted so many speeches to the topic known mind- 
numbingly as “international financial architecture”, and 
which has at its heart the future of the mmr. So it is a disgrace 
and a pity that when it comes to choosing a new boss to run 
that vital body, those same ministers have become hopelessly 
paralysed by national prejudice and regional vanity. 

The further pity is that there is little real room for dispute 
about who is the best person for the job. It is Stanley Fischer, 
who is currently the 1mr’s deputy managing director and, 
since Michel Camdessus stepped down a few weeks ago, its 
acting head. A brilliant economist but also a crystal-clear 
articulator of policies and an adept diplomat, Mr Fischer is 
even the favourite of many developing countries, which is 
quite something for a man with three disadvantages: being 
American, being an economist, and being from the Fund. He 
is actually a naturalised American, who was born in Zambia, 
and there lies his undoing: the Europeans think the job is 
theirs by right, and another naturalised American already 
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heads the World Bank, the Australian-born Jim Wolfensohn. 

So what is to be done? On March 2nd, after The Econo- 
mist went to press, there was to be a straw poll among the 
IMF's executive board over the merits of the three candidates: 
Mr Koch-Weser, Mr Fischer and Eisuke Sakakibara, a former 
Japanese finance-ministry official nominated by his own 
government. That is at least a semblance of democracy. But 
the likeliest result was stalemate, with the Europeans loth to 
relinquish the post and the Americans unwilling to push Mr 
Fischer’s candidacy. 


An opportunity, at least 


The outcome, all precedent suggests, will be some sort of com- 
promise, less good than appointing Mr Fischer but (it is to be 
hoped) not disastrously so. One possibility (see page 83) is 
that the Europeans may agree to offer a heavyweight politi- 
cian instead of Mr Koch-Weser, and then all will try to per- 
suade Mr Fischer to stay at the Fund and run it from day to 
day, while the politician deals with grand strategy and public 
relations. That would not be a bad solution, since poor pr is 
part of the Fund’s problem, and since as well as having a good 
person running the institution it is also desirable to have 
European support. 

Yet there is also an opportunity to exploit that compro- 
mise. Even as Mr Summers magnanimously accepts a Euro- 
pean candidate, he could still insist on a change in the way 
the heads of bodies such as the ımr are chosen in future. The 
best way would be to hand the task to a selection committee 
nominated by the organisation’s governing body or by gov- 
ernments. This would be charged with finding a short list of 
candidates and interviewing them, perhaps in public. It 
would not eliminate politics, or national jealousies. But it 
would make such forces less dominant, and provide a chance 
to challenge the cosy idea of a permanent regional hold on 
particular jobs. Go on, Mr Summers, take the opportunity. 





Helping Hizbullah 


Crying terror when none exists will not win Israel long-term support, nor 


save its soldiers in Lebanon 


O BOMB or just to threaten to bomb? That seems to be 

the only question the Israeli government asks itself about 
Lebanon these days. Two weeks ago, it plumped for bombing, 
cutting off power to most of the country. Last week, it settled 
for mere threats of bombing: any retaliation against towns in 
northern Israel, said David Levy, Israel’s foreign minister, 
would mean that Lebanon would “burn—blood for blood, 
soul for soul, child for child.” Ehud Barak, Israel’s prime min- 
ister, recruited his French counterpart, Lionel Jospin, to label 
as terrorists the Lebanese guerrillas fighting Israeli occupation. 
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Terrorists they used to be, of course. Nowadays, though, 
things are not quite so simple. 

In 1996, after a spate of Israeli air-raids had killed some 200 
Lebanese civilians, both the Israeli army and Hizbullah, its 
chief adversary in southern Lebanon, agreed to restrict their 
battles to uninhabited areas. Both sides now often accuse the 
other of cheating. Hizbullah is said to use villages as cover to 
launch its attacks; Israel is said to shell houses and farms 
along the front line. But whereas Hizbullah turns its fire on 
Israeli civilians only when Lebanese bystanders have been in- 
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jured or killed, Israel seems to view any minor infringement 
of the 1996 deal as a reason to hit civilian targets. As a result, 
Lebanese civilians suffer much more at Israeli hands than 
vice versa. Last year, 23 Lebanese civilians died, compared 
with just two Israelis. And Hizbullah launched the rockets 
that killed those two only after Israeli jets had started drop- 
ping bombs on Lebanese bridges and power plants yet again. 

Indeed, for all the talk of Lebanese terrorism, it is Hiz- 
bullah that has looked the more disciplined force of late, and 
Israel that has been making innocents suffer. The former hi- 
jackers and hostage-takers have dropped their more question- 
able activities and concentrated instead on battlefield training 
and hitting Israeli soldiers and their militia allies in Lebanon. 
They can now fire a missile or mortar inside one of the Israeli 
forts in south Lebanon at the first shot. During the recent 
flare-up, Hizbullah killed seven Israeli soldiers inside Lebanon 
without sending a single bullet over the border. The best the 
Israelis could do, it seems, was to put out the lights in Beirut. 


The futility of it all 


But Israel’s sorties against Lebanon, both verbal and airborne, 
are not just destructive and dishonest. They are also futile. 
Bombing Beirut will not stop Hizbullah attacking Israeli sol- 
diers, or their allies, in south Lebanon. If anything, it will 
strengthen Lebanese resentment and steel Hizbullah’s resolve. 
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Last month, to prove their indifference to bombing, the guer- 
rillas killed an Israeli soldier the day after the fiercest air-raids. 

Moreover, even if the Lebanese government wanted to 
rein Hizbullah in, it does not have the power to do so. Syria 
dominates Lebanese politics and controls the flow of weap- 
ons to the guerrillas. It has long used Hizbullah as a means to 
press Israel into concluding a peace deal. The Syrian regime 
does not care a jot if Beirut burns. In fact, the Syrians treat 
Lebanon as a handy testing-ground, where they can needle 
the Israelis without suffering any consequences. If Mr Barak 
and Mr Levy really want to end attacks on Israel’s soldiers in 
Lebanon, they must pursue a diplomatic offensive against 
Syria, not a military one against the Lebanese. 

Should that prove impossible—the current, suspended, 
talks are expected to start again in due course—the Israeli gov- 
ernment does have another option. It can pull its troops out 
of Lebanon altogether. After all, Israel has occupied Lebanese 
territory for almost 22 years in defiance of umpteen resolu- 
tions of the UN Security Council, and Mr Barak himself has 
said he wants to put an end to the adventure by July. Many 
anguished Israeli mothers and conscripts are behind him. Un- 
fortunately, some of the most militant guerrillas might make 
attacks over the border even after an Israeli withdrawal. But 
then, at least, Israel would have better justification for retalia- 
tion—and Mr Levy more grounds for bellicosity. 





Nigeria falls apart again? 


This time the centre has to assert itself before riots turn to war 


AS Nigeria acted in time, or is it on the brink of mass eth- 

nic cleansing or even civil war? The rioting that flared up 
in the northern city of Kaduna on February 21st raised the 
most awful of spectres. The riots left at least 500 people dead, 
whole areas razed and Christian families, many of them Ibo, 
fleeing for their lives. Such slaughters were exactly what pre- 
ceded the civil war of 1967-70, when the east of the country, 
Biafra, tried to secede and about 1m people died. This week, 
ominously, revenge killings took place in the Ibo heartland of 
the south-east. An attempt has, however, now been made to 
prevent a repetition. On February 29th, it was agreed that no 
northern states would persist with plans to bring in the full 
sharia code of Muslim law. It was these plans that had set off 
the rioting. 

Several states in northern Nigeria, which is mainly Mus- 
lim, had said they would start to impose the full panoply of 
sharia law on all Muslims, with floggings for sex outside mar- 
riage, amputations for other crimes, a ban on prostitution and 
the segregation of men and women in public. Although the 
sharia would not, in theory, apply to Christians, it is bitterly 
opposed by non-Muslim southerners living in the north. 

Northerners mistrust southerners, and vice versa. It is a 
mistrust that lies at the heart of the ethnic struggle that has 
dominated Nigerian politics since independence. Northerners 
have held political power almost continuously during that 
time, but most of the country’s wealth has come from oil in 
the south-east and trade in the south-west. The resulting jeal- 
ousy has stunted the evolution of a national consensus. Poli- 





tics has tended be regional, or sub-regional, rather than na- 
tional, and the ensuing rivalries have provided soldiers with 
an open invitation to take power. 

A year ago, however, in an unfamiliar democratic exer- 
cise, Nigerians went to the polls to elect a president. Since then 
Olusegun Obasanjo has taken some good decisions and an- 
nounced some good policies, but he has been woefully slow 
to lower the political temperature in the north. As a Christian 
southerner who won the presidency with northern votes, he 
may have believed his intervention would be counter- 
productive. In any event, he merely said that the trend to- 
wards sharia would “fizzle out”. That was a serious mistake. 


The perils of populism 
Now he must act to reduce the tensions, and to inculcate 
some sense of tolerance, if not of brotherhood, among Nigeri- 
ans. This is chiefly a political matter, just as the imposition of 
the sharia code is chiefly a political matter. It has been pro- 
moted not by clerics, or even traditional Muslim leaders. In- 
deed, Nigeria’s fieriest Islamic leader, Sheikh Ibrahim el-Zak 
Zaky, has opposed the way in which it has been introduced. 
The sharia call has come from politicians who want to extend 
their base of support. What better way than to play on Mus- 
lims’ fears of other ethnic groups and rising crime? The strata- 
gem has given these populists a huge boost. And they have 
faced little criticism from Muslims because, though many 
may not like it, opposing sharia sounds like opposing Islam. 
Even if the government has now succeeded in persuading 
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pro-sharia governors to back down, the mistrust between 
north and south will not go away. If Mr Obasanjo is to out- 
flank those who are playing politics with ethnic and religious 
differences, he must remind all Nigerians that their constitu- 
tion protects individual rights, including the rights of minor- 
ities, wherever they may be, and the rights of Muslims to a 
fair trial and a humane punishment if found guilty. 
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Such rights mean nothing, however, if they are not en- 
forced and, unfortunately, the army is too brutal and too dis- 
credited to be relied upon for that. The police are less tainted, 
but need training and reorganisation. Until the government 
can reassure its citizens that they and their property are safe, 
the risk remains that ethnic attacks will spread, endangering 
not just the lives of millions but of the state itself. 








A Russia to do business with? 


Yes, but the West would be wise to treat Vladimir Putin with caution 


EET Vladimir Putin, who in less than four weeks hopes 
to change from being Russia’s acting president to being 
its elected one (see page 53). Plenty of those who do, from 
America’s Madeleine Albright down, have been relieved at 
what they find: a firm handshake, a clear brain, a coherent 
grasp of the matter under discussion, a contrast, in other 
words, to his predecessor, Boris Yeltsin. Bill Clinton, echoing 
Margaret Thatcher's early assessment of Mikhail Gorbachev, 
says he is “a man we can do business with”. And there is 
plenty of business to be done. Despite Russia’s recent self- 
isolation over its war in Chechnya, renewed engagement 
makes sense. Yet it may need to be a pretty arm’s-length affair. 
Mr Putin’s priorities are right: to restore Russia’s economy 
and to root out corruption. But he stands so far ahead of his ri- 
vals in the opinion polls largely because of his brutal success 
in the war against the Chechens. If he wins on March 26th, he 
will be Russia’s least experienced leader since the revolution. 
And if his tactics in Chechnya are anything to go by, he may 
turn out to be far from an embraceable democrat. 

Encouragingly, he does not blame dastardly western plots 
for his country’s ills. He acknowledges that, if Russia wants to 
stand strong and tall in the world, it needs to have its own 
house in order. He has started to chip away at the frost that 
has blighted relations with narto. And he recognises that Rus- 
sia’s recent isolation could damage his hopes for eventual 
economic recovery. With a mandate from the voters, he will 
have an opportunity to start mending foreign fences. 

Apart from a fresher face, Mr Putin has another advan- 
tage: a more responsible Duma. One sign that Russia is open 
for business would be the Duma’s ratification of the long- 
delayed start-2 arms-cutting treaty with America. That 
would open the way, not only to a sTART-3, cutting nuclear 
warheads on both sides to no more than about 2,500 apiece, 
but possibly to even lower numbers as part of a broader bar- 
gain that would also allow the modest changes America is 
seeking to the Anti-Ballistic Missile (Asm) treaty. 

Russia is loth to tinker with this treaty, which has pre- 
served deterrence by limiting (though not banning) both 
sides’ missile defences. But the new defences America is pro- 
posing would be too modest to affect the Russian deterrent. 
Moreover, Russia has a keen interest in seeing nuclear num- 
bers come down sharply, as it cannot afford to maintain 
safely the weapons it has. A pragmatic Mr Putin may soon 
come to the conclusion that he would prefer to negotiate 
changes to the ABM treaty, and therefore keep a cap on Amer- 
ica’s defence effort, rather than have no treaty at all. 
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Russia faces plenty of other issues that would be easier to 
tackle co-operatively rather than adversarially. Terrorism, in- 
ternational crime, the illicit spread of the technology needed 
to make nuclear, chemical and biological weapons, and the 
missiles to deliver them, threaten Russia’s safety as much as 
anyone’s. These are all good topics for the summit of the G8 
(the G7 rich nations plus Russia) in Japan in July, when the 
new Russian president can show that his country is ready to 
provide some solutions, notably by tightening up its controls. 

Russia’s interests will not always coincide with the West’s, 
but there may be more room for co-operation than it has re- 
cently liked to admit. To the extent that the Russians have 
influence in Serbia, and do not want to see NATO sucked 
deeper into Balkan conflicts, they would be wise to use it to 
prevent Serb pressure on Kosovo and on Montenegro from 
leading to new bloodshed. Similarly, Russia has an interest in 
seeing peace in the Caucasus, which almost certainly means 
accepting a role for outsiders there, whether in the provision 
of pipelines or of political influence. That, however, need not 
work to Russia’s disadvantage: neither trade nor politics has 
to be a zero-sum game. 


No longer red, but still amber 


With so much business to be done, western leaders might be 
forgiven for sounding calm about the prospects for a Putin 
presidency. Mr Putin is no communist ideologue. When he 
talks of building a strong state, he says he means one capable 
of bringing some legal order out of the chaos into which Rus- 
sia has fallen. He also seems committed to a market economy. 
But will he manage to build the necessary institutions with- 
out trampling on the liberties essential to a durable democ- 
racy? And what does he mean by a strong Russia, anyway? 
Some sort of answer may emerge from his treatment of 
the smaller places inside Russia and on its rim, notably 
Chechnya, which will not long be pacified without genuine 
autonomy, if not independence. Georgia, which has incurred 
Russia’s wrath for wanting to improve its relations with the 
West, may also provide an answer—not an encouraging one 
to judge by the Russian aircraft that recently strayed over its 
border. In his day, Mr Yeltsin put his signature to all Europe’s 
rules—from the good-conduct codes of the Organisation for 
Security and Co-operation in Europe to the human-rights 
conventions of the Council of Europe—and in the end flouted 
them. If Mr Putin can do better, the West should give him its 
support. If not, it would be wise to keep its distance. 
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Results for 1999 


“Hang Seng’s 22.4% increase in 1999 
attributable profit was encouraging given 
the challenging and competitive market 
environment. The results benefited from 
the rise in income and lower costs together 
with a substantial reduction in provisions 
for bad and doubtful debts. 


“Under our ‘Managing for Value’ strategy, 
we are in a strong position to take 
advantage of opportunities arising from the 
recovery of the economy. 


“We shall further strengthen our ability to 
compete in the cyber era by offering the 
best financial solutions through innovative 
new banking channels. We are gearing up 
to be a major e-player, A comprehensive 
range of secure and reliable internet 
services will be introduced in 2000. 


“In addition, we are expanding wealth 
management services, Including investment 
and insurance, and devoting considerable 
resources to Mandatory Provident Fund 
services - areas that offer vast potential.” 
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David Eldon, Chairman 
Hong Kong, 28 February 2000 


. For the year ended 1999 1998 increase 


31 December HK$m HKS m % 


Operating profit 
before provisions 11,065 10,632 +421 





Profit before tax 9,784 7,976 +22.7 
Profit attributable to 
shareholders 8,307 6,788 +224 
HK$ HK$ 
Earnings per share 4.35 3.55 +22.5 
Dividends per share 8.20 3.42 +139.8 
sectarisainnaansscaesioned 


Business Highlights 


, Operating profit after pidvisions: up by 
18.3% to HKS9, 646 million. ; 


* Second Interim Dividend (in lieu ot a final 
dividend) of HK$2.50 per share. oe 


* Cost:income ratio further improved by. 1.4 
percentage points to 25.3% - the lowest 
‘since this yearly ratio. was 5 Deh: Phish: 
10 years ago. 


Å Strong capital base, with total capital ratio 
of 17.3% and tier q capital ratio of 13. 3%. 


. Hang Seng was” named the Best Bank in 
Asia by. Asiamoney, and ranked the No. : 
"Hong. Kong. 1y | : 

soundness for the third consecutive year in 
the REVIEW 200: Asia’s Leading Companies 
2 sirvey Py the Far Eastern Ecor omic Revie w. a 
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THE ANDEAN COCA WARS 


A crop that refuses to die 


PALMAPAMPA, PERU 


Drug-fighters claim that a combination of repression and social engineering 
can eliminate coca cultivation, and so cocaine. It has not happened yet 


AXIMO ROJAS’S farm lies up a steep 

and muddy track on a hillside high 
above the Apurimac river, in eastern Peru. At 
this time of year, the river is a swirling brown 
torrent as it cuts through a broad tropical val- 
ley on its way to the Amazon. The track 
passes through a field of glossy young coffee 
bushes before ending at an open-sided 
thatched hut. There Mr Rojas and his family 
have spread soyabeans to dry on the ground. 
As well as coffee and soya, Mr Rojas has 
planted cacao, citrus, pineapples and maize 
on his eight hectares (20 acres) of land. In all 
this, he has been helped by agronomists 
from the United Nations Drug Control Pro- 
gramme. It is, he says proudly, a model farm 
that others can copy. 

But does Mr Rojas also have any coca, 
the hardy Andean shrub from which co- 
caine is extracted? “A little,” he says, shifting 
awkwardly, as if a little in fact means a lot. 
Even so, itis much less than it was. Until 1997, 
coca was Mr Rojas’s only crop, as it was for 
most of his neighbours. 

It brought in a good, reliable income, in 
an industry that had remained fairly stable 
since the 1970s. Coca was grown by farmers 
in Peru's eastern valleys and in Bolivia’s Cha- 
pare lowlands, It was roughly processed into 
cocaine paste, and then taken to Colombia 
for refining and export to the United States 
and Western Europe. 

By last December, however, the amount 
of land under coca in the Apurimac had 
fallen to just 8,100 hectares, from a peak of 
21,000 hectares (52,000 acres) in 1995. The fall 
is part of a trend that has spread rapidly over 
the past four years. The State Department's 
annual report on international narcotics 
control, released this week, and unusually 
upbeat in tone, shows that land in coca pro- 
duction in Peru has fallen to 38,700 hectares, 
one-third of what it was in 1995. In Bolivia, 
there are now fewer than 10,000 hectares of 
coca left (excluding some 12,000 hectares 
planted with legal coca for traditional use, 
such as chewing and coca tea). Overall, the 
total amount of land under coca in the An- 
des has fallen by 15% since 1995. 

Figures like these have emboldened offi- 
cials in the United States and at the United 
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Nations to talk seriously about the near-total 
eradication of coca, orat least its reduction to 
“residual” levels. One such optimist is John 
Hamilton, the United States’ ambassador in 
Lima. “When I flew over the Upper Huallaga 
in 1986 for the first time and saw coca fields 
like lowa corn fields, it was a sight for des- 
pair,” he says. “Now, I'm becoming con- 
vinced that getting rid of it altogether is nota 
pipedream.” In Peru, the government of Al- 
berto Fujimori says that it hopes to achieve 
complete eradication by 2003. In Bolivia, 





President Hugo Banzer’s administration is 
pledged to remove Bolivia from the cocaine 
trade by the end of its term in mid-2002. 

For anti-drug warriors in the United 
States, all this is proof that the “war” on An- 
dean cocaine declared by President George 
Bush in 1989 is at last starting to be won. So 
far, it has been a relatively cheap strategy, 
too. Action aimed at cutting the supply of 
drugs in producer countries accounted for 
only around 13% of the United States’ $18 bil- 
lion anti-drug budget last year. 

The cost is higher in diplomatic terms. 
Critics complain that the United States has 
sacrificed more important policy goals in 
Latin America, such as support for democ- 
racy and human rights, to its drug crusade. 
Both the United States and European coun- 
tries have more time these days for the Latin 
American argument that the cocaine indus- 
try would notexist without their demand for 
drugs and their supply of chemicals, fire- 


arms and money-laundering facilities. But 
Americans still cling to their heavy-handed 
and often unilateral strategy, symbolised by 
this week's “certification” ritual, an annual 
exercise mandated by law in which the Un- 
ited States delivers judgment on its neigh- 
bours’ anti-drug efforts. On March 1st, as ex- 
pected, the Clinton administration ann- 
ounced that all the Andean countries and 
Mexico were fully co-operating. 

Has certification produced results? The 
figures for declining production, drawn up 
by the CIA on the basis of satellite monitor- 
ing and selected field visits, are not above 
challenge. Although they do not dispute the 
trend, some responsible drug-watchers be- 
lieve the figures overstate the fall in coca pro- 
duction in Peru and Bolivia. And meanwhile 
the Andean drug industry has continued to 
diversify. Cultivation of opium poppies, un- 
known in Colombia in 1990, has risen 
sharply, to more than 6,000 hectares last 
year; now it has begun in Peru’s northern 
Andes. Although the Andean countries sup- 
ply less than 10% of world opium output, 
their share is rising, and their product, being 
extra-pure, is especially attractive. 

There is also one notable exception to the 
trend of coca decline. Having previously un- 
derestimated the yield and potency of Co- 
lombian coca, the c1a said last month that it 
had more than doubled its estimate of that 
country’s potential output of cocaine. Well it 
might. The amount of land under coca in Co- 
lombia has more than doubled since 1995, to 
122,500 hectares. In other words, much of the 
coca has merely migrated north. 


The Colombian exception 


“Colombia is a drug disaster,” says General 
Barry McCaffrey, the United States’ director 
of national drug policy. Mostof the new coca 
is in the departments of Putumayo and Ca- 
queta, in southern Colombia, in areas con- 
trolled by the rarc, the country’s main leftist 
guerrillas—just as, a decade ago, coca flour- 
ished in Peru’s Huallaga and Apurimac val- 
leys under the protection of the now-de- 
feated Maoist guerrillas of the Shining Path. 
Whereas, in Peru, coca is typically grown on 
small plots, in Putumayo there are planta- 
tions of up to 10,000 hectares, divided into 
blocks and carefully managed, according to 
an American official. 

As a result of these shifts, the supply of 
cocaine remains more than adequate to 
meet demand. The wholesale price of co- 
caine in Miami and other entry points in the 
United States has remained broadly con- 
stant in nominal terms for more than a de- 
cade. By moving coca cultivation to Colom- 
bia, the drug makers have cut their costs and 
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risks and increased their efficiency to “ex- 
traordinary levels”, according to the State 
Department report. Those new large coca 
plantations are the ostensible reason for the 
Clinton administration’s proposal, now be- 
fore Congress, to give Colombia $1.6 billion 
in extra military aid over the next two years. 

The rarc is not the only violent group in 
Colombia tobe involved with the drug trade. 
General McCaffrey concedes that some 
right-wing paramilitaries own and operate 
cocaine-processing laboratories, whereas 
the Farc does no more than tax and protect 
the industry. But from that alone it earns per- 
haps $500m a year. This income has helped 
the FARC to grow. It now has 17,000 men un- 
der arms, giving ita military power which far 
outweighs its political support. 

The main purpose of the proposed 
American aid is to train and equip three new 
army battalions to wrest military control of 
the southern coca-growing areas from the 
FARC. Once that is done, the Colombian po- 
lice should be able toeradicate the coca fields 
by dumping herbicide on them from low- 
flying aircraft. The Colombian police already 
claim to spray some 50,000 hectares of coca a 
year, as well as 5,000 hectares of opium pop- 
pies. Critics doubt whether this has much ef- 
fect. But General Rosso Jose Serrano, Colom- 
bia’s police chief, says that without spraying, 
Colombia would have up to three times 
more coca. “If it weren't effective, they 
wouldn’t have shot down five helicopters 
and four aircraft,” he argues. 

Ironically, the FARC’s current strength 
owes much to the United States’ decision to 
“decertify” Colombia two years running 
during the government of Ernesto Samper 
(1994-98), whose election campaign was al- 
leged to have been boosted by drug money. 
That spurred Mr Samper into tougher action 
against the drug trade. But, thus distracted, 
his weakened government stood helpless as 
the rarc drove the armed forces from sev- 
eral bases in the south. 

The United States’ anti-drug warriors are 
now intent on helping the Colombian gov- 
emmentto regain military control of its terri- 
tory. Once that is done, they believe, coca 
production can be cut in Colombia just as it 
has been elsewhere. This assumes, however, 
that one set of policies fits sharply differing 
countries. It also raises the question of where 
coca will migrate to next. 


Home-grown solutions 

The steep fall in coca production in Peru and 
Bolivia has come about not only because of 
heavy-handed intervention from the Un- 
ited States. It has also been helped by chang- 
ing policies and attitudes within those coun- 
tries themselves. In recent years, a certain 
amount of give-and-take has been going on. 
Atthe urging of the United States, the present 
governments of the Andean countries have 
adopted far tougher measures than their 
predecessors tried. In return, the United 
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States has been persuaded—often with diffi- 
culty—to give more money to help coca 
growers find other ways of earninga living. 

This shift in attitudes among the Andean 
governments partly reflects a desire to avoid 
decertification. They have seen whatit did to 
Mr Samper. His successor, Andres Pastrana, 
is working closely with the United States in 
his efforts to pull Colombia out of its quag- 
mire. In Peru, Mr Fujimori’s co-operation 
over drugs makes the Americans reluctant to 
criticise his autocratic rule. Bolivia’s govern- 
ment began forcible coca eradication in 1995, 
only after being warned that it would other- 
wise be decertified. American officials had 
become fed up with Bolivia. After a decade 
of alternative development and voluntary 
eradication, in which farmers were paid to 
pull up their coca, the overall amount of the 
crop had not diminished at all; the farmers 
were simply planting new coca elsewhere. 

In addition, public opinion in the An- 
dean countries is more hostile to the drug in- 
dustry than in the past. That is partly be- 
cause consumption has risen, though it 
remains low: drug abuse is no longer some- 
thing that hurts only Americans and Europe- 
ans. But itis also because of public weariness 
at the violence and corruption that come 
with the cocaine industry. 

In both Peru and Bolivia, the policy is to 
wield bigger sticks and bigger carrots than in 
the past. But the details vary. In Peru in the 
mid-1990s, Mr Fujimori ordered his air force 
to shoot down suspicious planes flying to- 
wards Colombia, and stepped up harass- 
ment of coca-processing points. This 
caused—or at least coincided with—a steep 
fall in the price of coca in Peruvian fields, as 
Colombian buyers stayed away. As prices 
fell below the cost of production, many 
growers abandoned their fields. Last year the 
government also began forcible eradication, 
chopping down some 15,000 hectares of 
coca. This reversed a policy under which 
coca cultivation had been judged to be legal, 
lest coca farmers should be driven into the 
arms of the Shining Path. 

In Bolivia, President Banzer, now a 
democrat but a military dictator in the 1970s, 
has cracked down on the powerful coca 
growers’ unions in the Chapare. In 1998, 12 
farmers were killed when troops and police 
cleared road blocks thrown up by the coca 
farmers’ unions in protest at the govern- 
ment’s decision to make eradication com- 
pulsory. The government is now using 2,000 
troops and police to eradicate coca in the 
Chapare. It is also trying to stop the import of 
chemicals needed for processing cocaine. 
This reduces the drug’s purity, and therefore 
its market value. 

Repressive measures, however, are only 
part of the solution. Unless government and 
aid donors can also deter farmers from plan- 
ting coca by offering economic alternatives, 
there is no chance of lasting success. But this 
is by far the trickiest part of the strategy. 
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First, it is all but impossible for any legal al- 
ternative crops to match the income that 
coca can provide in normal market condi- 
tions. At December’s price of $1.40 per kilo 
(2.2lb) of leaf, a well-run coca farm in the 
Apurimac can give a net annual profit of 
more than $2,000 per hectare: less than in the 
past, but almost double the profit from cof- 
fee. In Bolivia, a hectare of coca may yield up 
to three times the income of a hectare of ba- 
nanas. So trying to drive down the coca price 
by harassing the traffickers is essential, if al- 
ternative development is to work. 


Better, but poorer 

Officials in charge of alternative develop- 
ment stress that they do not promise the 
farmer the same kind of income as coca of- 
fers. They can claim, perhaps, to offer a better 
quality of life. “We can give a decent income 
to the farmer, put in infrastructure, integrate 
these areas into the national economy. The 
trafficker brings credit and cash, but also vio- 
lence, corruption, prostitution and disor- 
der,” says Patrice Vandenberghe, the uN’s 
anti-drug man in Lima. 

But even providing a decent income is 
hard. Consider Bolivia’s Chapare. If alterna- 
tive development is ever to work, it will be 
there. The Chapare is a fairly compact, so- 
cially cohesive area; its farmers have decent- 
sized plots, of which coca used to occupy 
only a part; and it has seen nearly two de- 
cades of outside investment. Much of the 
money has gone on infrastructure: a (mainly) 
asphalted highway now runs through the 
area, linking it to the cities of Cochabamba 
and Santa Cruz. A network of secondary 
roads and bridges, and packing and storage 
plants, gives farmers “better access to mar- 
kets than in any other part of the country,” 
says Jose Deckers, the deputy minister for al- 
ternative development. An electricity grid 
provides power for processing plants. 

In 1980 Villa Tunari, the area’s small ad- 
ministrative centre, was a roadside slum. 
Now it is neat and prosperous, with several 
good hotels (though the guests are mainly 
aid workers, and a big new golf resort being 
built across the river seems heroically ambi- 
tious). Where once coca reigned, legal com- 
mercial crops are taking over: they cover 
some 108,000 hectares now, almost three 
times as much as in 1986, and generated sales 
of $87m last year. One group of former coca 
farmers has begun exporting bananas to 
Buenos Aires, now only three days away by 
refrigerated truck; two local investors have 
set up plants to process hearts of palm. Some 
farmers are successfully growing black pep- 
per, pineapples and passion fruit. 

Yet there are plenty of problems. Coca is 
sturdy, easy to grow and to transport. Many 
of the alternatives are more demanding, and 
may be vulnerable to disease or local market 
gluts. The UN is now promoting “integrated 
agro-forestry”, a scheme under which farm- 
ers hedge their bets (not least against mis- 
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takes by the aid agencies’ army of well- 
meaning agronomists) by planting a bit of 
everything, as well as doing some selective 
and, itis hoped, sustainable, logging. Even so, 
one experienced aid official reckons that 
only 20% of the Chapare’s cocaleros will be- 
come successful farmers; another 20% will 
leave the area, and the rest will scrape along, 
mixing odd jobs with marginal farming, The 
Chapare’s population has already fallen: 
perhaps by as much as 50,000 people, to 
around 100,000. 

In Peru, alternative development is less 
advanced; the United States has spent some 
$60m on it since 1995. Again, much has gone 
on infrastructure. In the Apurimac valley, 
which accounts fora third of theinvestment, 
roads have been improved and villages have 
big new schools. Aid workers have high 
hopes for cacao and especially coffee; they 
are working on quality and marketing. The 
United States Agency for International De- 
velopment has persuaded Nestlé and a rival 
maker of instant coffee to set up buying of- 
fices in the valley, and has arranged trial 
shipments to mam Mars and Seattle’s Best 
Coffee, two American companies. Already, 
some Apurimac coffee is exported through 
“fair trade” companies; more could be mar- 
keted as “bird-friendly”, since the groves still 
have their shade trees. 

Yet it all seems very fragile. In the Apuri- 
mac, the price of coca leaf has tripled since 
mid-1998, to around $1.50 per kilo (the price 
has also risen elsewhere in Peru and in Bo- 
livia). Traffickers have found new smuggling 
routes, to Brazil among other places, and are 
hoofing it over the Andes with mules to 
Lima, according to Colonel Oscar Oquendo, 
who commands a police anti-drug base 
newly installed in Palmapampa. Peruvian 
drug enterprises have emerged that are refin- 
ing their own cocaine, rather than simply ex- 
porting coca paste to Colombia. “There’sa lot 
of other possibilities, but unfortunately peo- 
ple here cling to coca. They think they havea 
right toit,” says Colonel Oquendo. 

They are not alone in thinking that. In 
Bolivia, the Chapare is split uneasily bet- 
ween those who have embraced the new 
ways and those who still follow the cocalero 
unions. Hugo Cabieses, an adviser to farmers 
in Peru's coca areas, argues that alternative 
development can work only if it is linked to 
government price supports and subsidised 
credit. The vagaries of agricultural markets 
are hard to cope with unaided, even for far 
better equipped farmers in richer parts of 
the world. 

At the least, alternative development 
will require much more donor money—un- 
less and until far more private investment 
can be attracted to often remote and difficult 
farming areas to make the process self- 
sustaining. American aid for the Chapare is 
due to end in 2002; in Peru, a year later. Ex- 
pect the coca to be back in force if it does. 
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Bush bounces back 


George W. Bush won con- 
vincingly in Republican pri- 
maries in Virginia and Wash- 
ington state and in party 
caucuses in North Dakota. His 
main rival, Senator John 
McCain, was thought to have 
damaged himself, especially in 
Virginia, with a fierce attack 
on Pat Robertson and Jerry 
Falwell, the icons of the Chris- 
tian right. 


On the Democratic side, Al 
Gore trounced Bill Bradley by 
69% to 27% in Washington 

| state, where Mr Bradley had 
keen hopes of winning. He re- 
fused to leave the race, how- 
ever, vowing to stay in until 
next week’s crucial primaries 
in New York and California. 





The Los Angeles police, un- 
| der fire for widespread mis- 
conduct, issued a report that 
gave details of their shortcom- 
ings and listed over 100 pro- 
posals for reform. 


A six-year-old boy was de- 
tained in Detroit for shooting 
dead a six-year-old girl in their 
classroom. He was thought to 
be the youngest gun-killer 
in America’s history. 


Britain’s Home Secretary 
halted extradition proceedings 
against General Augusto Pi- 
nochet after concluding that 
he was not fit to stand trial. 
After 17 months in Britain, the 
general hurriedly left for Chile. 


The police chief of Tijuana, a 
city on Mexico’s border with 
the United States, was am- 
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bushed and murdered, proba- 
bly by a drug gang. The mur- 
der came days after President 
Ernesto Zedillo had announ- 
ced a crackdown on organised 
crime in the area. 


Ecuador’s Congress ap- 
proved a law under which the 
country will adopt the dollar 
and open its telecoms and oil 
industries to foreign invest- 
ment. However, a clause on 
the stricken banking system 
may have to be changed be- 
fore the IF gives its support. 


In its annual judgment on 
countries’ anti-drug efforts, 
the United States government 
certified Colombia and Mexico 
as co-operative allies; Afghani- 
stan and Myanmar were “de- 
certified”. 


Flooding on 





About 1m people lost their 
homes as flood waters in 
Mozambique continued to 
rise. Aid came too late to help 
tens of thousands of people 
trapped on rooftops and in 
trees, and relief agencies gave 
warning of disease and hunger 
to follow. 


Some 400 people in eastern 
Nigeria were killed in ethnic 
and religious violence after 
fighting between Christians 
and Muslims in the north. 
Troops eventually brought or- 
der. The government said that 
northern Muslim states had 
suspended plans to introduce 
full sharia law. 


Several aid groups in southern 





Sudan suspended work 








after a rebel group attempted 
to interfere in their operations. 


Israel’s parliament seemed to 
turn against the government's 
efforts to make peace with 
Syria, by voting for tougher 
rules for the referendum 
promised on any eventual 
deal. Israel’s security forces 
said two Palestinian guerrillas 
had been blown up while pre- 
paring a bomb. 


Abdou Diouf, the incumbent, 
led in the first round of Sene- 
gal’s presidential election, 
with 43% of the vote. 


Haider away 


Jorg Haider resigned as 
leader of Austria’s far-right 
Freedom Party, which joined a 
coalition government last 
month. His departure, meant 
to soften international hostil- 
ity to Austria, got a mixed re- 
ception from other countries 
in the European Union. 


Germany’s Christian Demo- 
crats fared badly in a state 
election in Schleswig-Holstein, 
the first such test since the 
party was engulfed by scandal 
last year. Friedrich Merz was 
elected to lead the party in 
parliament, but the Christian 
Democrats have yet to choose 
a new national leader. 





Roland Dumas resigned as 
president of France’s Constitu- 
tional Council, two weeks 
after an announcement that 
he would appear in a criminal 
court in the autumn. He has 
been under investigation, sus- 
pected of taking bribes from 
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the Elf oil company in 1990-91 
while foreign minister. 


European Union governments 
set up a political and secu- 
rity committee in Brussels 
as an interim body to prepare 
a common defence structure. 


In response to allegations of 
corruption and nepotism last 
year that led to its mass res- 
ignation, the European 
Commission announced a 
series of proposed reforms. 


The first case of Bse, or mad- 
cow disease, was found in 
Denmark, prompting various 
European countries to ban the 
import of Danish beef. 


In retreat 


Indonesia's armed forces, 
which once ran the country, 
were brought firmly under civ- 
ilian control in a shuffle of 74 
top officers. President Abdur- 
rahman Wahid got a hostile 
reception when he visited East 
Timor to apologise for Indone- 
sia’s treatment of the territory. 


India announced a record 28% 
increase in defence spend- 
ing for the year starting in 
April. Pakistan criticised the 
rise as India’s “war budget”. 


In an effort to allay interna- 
tional concern over Taiwan, 
China denied that it was mak- 
ing new threats to the island. 
Its long-held aim was to get 
Taiwan to negotiate on its fu- 
ture, said an official. 


After a lull of seven months, 
fighting was reported in north- 
ern Afghanistan between 
forces of the Taliban and 
those of Ahmad Shah Masoud. 


A Japanese ship, Global Mars, 
was missing in the Andaman 
Sea, thought to have been 
seized by pirates. In the past 
12 months, more than 200 
ships have been attacked by 
pirates, most of them in the 
waters of South-East Asia. 
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Digitally mastered 


Pacific Century Cyber- 
Works, a ten-month-old 
Hong Kong Internet company, 
sicceedei man audacious bid 





Kong’ the elecoms mo- 
nopoly, from under the nose 
of Singapore’s SingTel, for 
| HK$280 billion ($36 billion). 
pccw’s ambition is now to 
dominate Asia’s broadband 
digital services: 





The deal was a blow to Ru- 
pert Murdoch, since the me- 
| dia tycoon also harbours ideas 
of an: Asian entertainment em- 
‘pire based around his Star tv 
satellite television company. 
Mr Murdoch backed SingTel’s 
bid for uxt. To add to his tra- 
| vails, Star tv’s boss, Gareth 
Chang, resigned. 











Lucent Technologies, the 
_ world’s biggest telecoms- 
| equipment maker, said it 
would spin off three busi- 
nesses involved in the manu- 
facturing of slow-growth tradi- 
tional telecoms equipment, 
forming a company with reve- 
nues of around $8 billion. It 
will concentrate instead on 
faster-growing Internet-related 
equipment. Its recently ailing 
shares soared. 


Deutsche Telekom made a 
bid for Qwest Communica- 
tions, an American long-dis- 
tance telecoms company. 

| Terms were not disclosed, but 
Qwest’s biggest shareholder, 
Philip Anschutz, is believed to 
back Deutsche’s bid. Qwest is 
itself in the middle of a take- 





Cap Gemini, a French con- 





over of usWest, another long- 
distance carrier. 


sultancy, agreed to acquire the 
consultancy arm of Ernst & 
Young, a big-five accountancy 
firm, for €11.5 billion ($11.1 bil- 
lion). It will become one of the 
world’s top five consultancies. 
The deal improves Cap Gem- 
ini’s global coverage, and helps 
Ernst & Young avoid regula- 
tory problems in America over 
employees’ shareholdings in 
companies audited by its ac- 
countancy arm. 


Scottish & Newcastle, Brit- 
ain’s biggest brewer, decided 
to stick to what it knows 
best—beer and pubs—and sell 
its Center Parcs and Pontins 
holiday camps for about 
£800m ($1.27 billion). Other big 
British brewers are moving out 
of drink and into the leisure 
business as Europe’s brewing 
industry consolidates. san will 
use some of the cash to buy a 
refreshing European lager, 
probably Kronenbourg. 


PowerGen, a British energy 
company, made a long- 
awaited entry into America’s 
liberalising energy market 
with the acquisition of LG&E, 
a Kentucky-based electricity 
and gas company, for $3 bil- 
lion. In an all-American power 
deal, NiSource also agreed to 
acquire Columbia Energy 
for $6 billion. 


Empire strikes back 


Tetley Tea, the world’s sec- 
ond-largest teabag company 
and the market leader in Brit- 
ain, the home of tea drinking, 
agreed to be acquired by Tata 
Tea, India’s second-largest tea 
company and part of the Tata 
Group, for £271m ($431). 








Nestlé, a Swiss food group, 
said it would take on Coca- 
Cola in Japan by buying ucc 
Ueshima’s vending-machine 
business. Nestlé will sell its 
teady todnnk anen oe. 
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| had blamed management for 


and tea brands through ucc’s 
100,000 vending machines. Ja- 
pan is one of Coke’s most 
profitable markets; the com- 
pany sells 42% of the country’s 
canned coffee. 


Aetna, a troubled big Ameri- 
can insurer, confirmed that it 
had received an unsolicited 
takeover bid from inc of the 
Netherlands and WellPoint, a 
health insurer. The bid valued 
Aetna, which has just lost its 
chief executive, at $10 billion. 


Part company 


General Motors, Ford and 
DaimlerChrysler an- 
nounced plans for an online 
car-parts exchange, in what 
could turn out to be one of 
the biggest dot.com ventures 
so far. Renault and Nissan, of 
which Renault owns 37%, said 
they would participate. An 
early initial public offering is” 
expected. Analysts. believe that 
the exchange could be worth 
$40 billion after two years. 


America’s Sears, Roebuck 
and France’s Carrefour an- 
nounced a similar venture; 
GlobalNetXchange, aimed at 
linking retailers and ‘suppliers, 
As yet, they lack the might of 
the giant car companies; Wal- 
Mart, the world’s largest re- 
tailer, is staying out for now. 





BMW scotched rumours that 
production of Rolls-Royce 
cars would be shifted toGer- 
many when the rights to-use 
the marque pass to BMW in 
January 2003, Bmw conceded 
that the Roller is a “national 
monument”, and is consider- 
ing several English locations. 


John Taylor resigned as chief 
executive of troubled British 
Nuclear Fuels. Other man- 
agers may go as the state- 
owned company clings on to 
hopes of a partial privatisa- 
tion. Damaging official reports 





recent safety lapses at the 
a 
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Lacking stature? 


| After months of indecision, Eu 
“finance ministers agreed to 
‘nominate Caio Koch-Weser, 
` a German civil servant, as 
“managing director of the mr. 


The Americans promptly re- 
jected: Mr Koch-Weser on the 
grounds that he lacks the 
“maximum stature” required 
for the post. 





The euro plunged to new 
lows against the dollar, dip- 
ping in one day by 3.6% to 
$0.939 in Asian markets before 
bouncing back above $0.97. 
Also, euro-area inflation 
hit the European Central 
Bank’s target ceiling of 2% in 
January, the highest rate since 
January 1997. 



























Is your bank’s treasury service 
working as hard as it should? 


When choosing a bank, a common mistake made is to judge it by its size rather than the way it performs. 
Which is why we strongly recommend looking to Standard Chartered Treasury. One of the world’s leading banks 
for trading in Asian, Middle Eastern, Latin American and African currencies as proven by our consistent track 
record. After all, how often do you come across a bank that's willing to work as hard for your money as you do. 





Standard E Chartered 


SS 





in Indonesia 


“JAKARTA 


Gus Dur takes charge 


With a shuffle of 74 officers, Indonesia’s armed forces at last seem tamed 


NDONESIA’S supreme commander is not 

a soldier, but he is a good tactician. Al- 
though he did not shine last year in the coun- 
try’s first free elections in 44 years, Abdur- 
rahman Wahid outwitted his rivals to secure 
the presidency. In the four months since 
then, the nearly blind Muslim leader, known 
as Gus Dur, has been steadily picking off his 
rivals. His most convincing victories have in- 
volved the armed forces, which only six 
months ago seemed to be the biggest threat 
~ to Indonesia’s new democracy. 

On February 28th, what may prove to be 
the final part of the campaign to place the 
armed forces firmly under civilian control 
‘was secured. This was a shuffle of 74 officers. 
The most prominent move was the promo- 
tion of a number of loyal reformers, among 
them Agus Wirahadikusumah, an outspo- 
ken major-general who had denounced the 
army’s role in politics but had been shunted 
intoan unimportant regional command last 
“year. That move bore the heavy imprint of 
» General Wiranto, who had been the last mil- 
. tary commander of the former president, 
- Suharto, and who had remained powerful 

enough to wrest a cabinet seat from Mr Wa- 
~ hid: But in January a commission accused 
. the amed forces of helping stir up violence 
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in East Timor, and General Wiranto was 
named as one of those who should be inves- 
tigated. Mr Wahid said the general should re- 
sign. He refused, but eventually accepted a 
“temporary” suspension which almost ev- 
eryone believes is permanent. 

This week’s appointments mean that 
most of the important posts in the armed 
forces have now been filled with moderate 
or radical reformers. They were carried out, 
after advice from the president, by Admiral 
Widodo Adisujipto, who replaced General 
Wiranto as head of the armed forces in Octo- 
ber. Admiral Widodo was considered acom- 
promise choice, but has remained loyal to 
the civilian government. Mr Wahid also ap- 
pointed Juwono Sudarsono, a civilian, to run 
the defence ministry. Mr Juwono also con- 
trols the police force, which was run as part 
of the armed forces until last year. 

Numerous other appointments will also 
prove important. These include Graito 
Usodo, an air-force man who was named 
military spokesman after his predecessor 
had questioned the president's authority 
over the armed forces. Both the strategic 
intelligence agency and the armed forces’ 
think-tank are in reformist hands. Perhaps 
the most important of all was the appoint- 





mentin Octobero t-General Agus Wid- _ 
Joyo as chief of staff for territorial affairs, 
That put him in í lat used to be. 
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would follow the departure of the army from. 
local administration. His point is not that the 
soldiers should stay on indefinitely, but that 
they should not be removed precipitately. 
He insists, however, that this is for the politi- 
‘cians to decide. 

Given the importance of getting the gen- 
erals out of politics, the promotion of Gen- 
éral Wirahadikusumah may seem odd. He 
will head Kostrad, the army’s elite strategi 
reserve. Having spoken out more than any of 
his fellow officers and published a book on 
military reform, that is not a position from 
which he would seem able to affect much 
change to the territorial system. 

Even Mr Wahid seems to recognise thi 
He says he asked Admiral Widodo to “look 

ut” for General Wirahadikusumah b 
cause “he is a good thinker”, but that it was 
the decision of the commander of the arme 
forces to appoint General Wirahadikus 
mah to command Kostrad. 

Mr Wahid has already made a point of 
removing other politically inclined generals. 
from active service. Agum Gumelar and Su 
silo Bambang Yudhoyono, a pair of well- 
known reformers, now run ministries, and 
will have to resign their commands at th 
end of March. Moreover, the government 
trying to discourage senior officers from: 
commenting publicly on other policy issues: 
The defence minister, Mr Juwono, says that 
he would be much happier if in future Ad» 
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miral Widodo and the military spokesman 
were the only ones to talk politics in public. 

Mr Wahid may have made an exception 
for General Wirahadikusumah because his 
promotion will serve as a signal that the “re- 
formers” are on the rise, boosting confidence 
ata time when the new government needs it. 
Mr Wahid must surely want to put a stop to 
any more coup rumours, and may have suc- 
ceeded. 

Yet the president still faces the longer 
task of winning over middle-ranking offi- 
cers, who have based their military careers 
on the belief that they would be able to make 
some money through the various business 
enterprises the armed forces have long been 
involved in. That too is supposed to be end- 
ing. The government has told the ime that it 
will audit the army’s off-budget sources of 
income. It may be even harder to boost the 
morale of the rank and file, described by Mr 
Juwonoas the “underfed, underpaid, under- 
trained and under-loved”. In this, unfortu- 
nately, they are not alone in Indonesia. 
—E EE — 
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Australia 
An apology 
delayed 


SYDNEY 


HEN a 15-year-old aboriginal boy 

known as Johnno was found hanged 
in a detention centre in Darwin last month, 
Australians were as disturbed as much by 
the reasons for his imprisonment as by his 
suicide. He had stolen pens and stationery, 
for which he had been given 28 days in jail 
under a mandatory sentencing law in the 
Northern Territory. Four days after Johnno’s 
death, a 22-year-old aboriginal man was sent 
to prison for a year, under the same law, for 
stealing a box of biscuits from a mining 
camp on Christmas day in 1998. 

The Northern Territory, often thought of 
as Australia’s last frontier, introduced the 
law three years ago, obliging magistrates to 
impose prison sentences of between 28 days 





MANILA 


OMETHING extraordinary happened 

when Mount Mayon, in the eastern 
Philippines, erupted on February 24th: 
there were no immediate deaths or inju- 
ries,even though tens of thousands of peo- 
ple had built their houses in the shadow of 
the volcano. Mayon spouted columns of 
superheated ash into the air and spewed 
rivers of lava and red-hot boulders the size 
of cars down its slopes. A similar eruption 
in 1993 killed at least 77 people. Yet this time 
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No disaster in the Philippines 


police and soldiers quickly evacuated the 
danger zone. The event appeared so harm- 
less that the government’s chief volcanolo- 
gist described it as a “tourist eruption”. 

That is not how it was seen by more 
than 60,000 people, mostly 
peasants and their families, 
who were crowded into 
evacuation centres. Never- 
theless, for once Filipinos 
could be thankful that con- 
tingency plans had actually 
worked. They do not usu- 
ally in the Philippines. A re- 
cent study by researchers in 
Belgium found that be- 
tween 1900 and 1998 the 
Philippines suffered more natural disasters 
than any other country. 

The Philippines has 22 active vol- 
canoes. The eruption of Mount Pinatubo in 
1991 was one of the most violent in re- 
corded history. Earthquakes are frequent. 
The biggest in recent years, in 1990, de- 
stroyed much of the northern city of Ba- 
guio. About 20 typhoons sweep across the 
country every year. Ordinary monsoon 
rains, coupled with the destruction of the 
rainforest, result in severe flash-floods and 
deadly landslides. 

The government's answer to nature’s 
fury isa hierarchy of disaster co-ordinating 
councils, established at local, regional and 
national level. But the Philippines is poor 
and resources are scarce. Most of the air 
force’s helicopters date from the Vietnam 
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anda year for burglary, theft and other prop- 
erty crimes. The state of Western Australia 
has a similar, though less draconian, law. 
Shane Stone, the Northern Territory’s former 
chief minister, who introduced the law, says 
it was designed to deter “grubs who break 
into homes, steal cars and anything else that 
is not nailed down”. Human-rights groups 
believe the laws are really aimed at unem- 
ployed, homeless aboriginal youths. Before 
Johnno was locked up, he was asked if he 
understood why he was going to prison. He 
replied, “Yes, because I'm black.” 

Australians like to think of their country 
as a model of criminal justice that has long 
transcended its origins as an 18th-century 
prison for Britons who were sentenced to 
long confinements for petty crimes. Yet John 
Howard, the prime minister, has resisted 
calls to overturn the Northern Territory's 
law, as his government could. He did not 
want to intervene in a state’s rights, he said. 
He added that Australia did not need to be 
lectured on how to run its affairs. 

This remark was meant for Kofi Annan, 


war. Five days after Mount Mayonerupted, | 
all were grounded because of safety fears. 

If the official machinery for respond- 
ing to disasters worked at Mount Mayon, it 
was partly because there was plenty of 
warning. Volcanologists had known since 
June that a new eruption was possible, and 
people living within a six-kilometre (3.7- 
mile) radius of the crater were told to be 
ready to get out fast. The 
authorities made plans to 
accommodate some 
50,000 refugees. 

Even so, the relief ma- 
chinery is now under 
strain. People in the evac- 
uation centres have com- | 
plained of overcrowding 
and poor sanitation. Some 
whose houses are not in 
immediate danger have 
been told to go home because they are sus- 
pected of turning up for a free meal. 

Others who do live within the danger 
zone have returned despite being warned 
to stay away. They want to attend to crops 
and livestock and guard their houses 
against looters, despite a new danger of 
mudflows. The people who have returned 
consider the risk worth taking because 
their existence depends on the rich vol- 
canic soil. But this kind of disregard for per- 
sonal safety is also symptomatic of a fatal- 
istic attitude for which Filipinos often 
mock themselves. In a country where natu- 
ral disasters are so common, the authori- 
ties’ main problem is often not the volcano, 
earthquake or typhoon, but the popular 
belief that when your number is up, your 
number is up. 
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the United Nations secretary-general, who 
visited Canberra at the height of the row, 
mainly to acknowledge Australia’s work in 
restoring order in East Timor. Mr Annan kept 
silent on the sentencing laws. But when here- 
turned to New York, he agreed to a request 
by Kim Beazley, the opposition leader, that 
Mary Robinson, the un human-rights com- 
missioner, should investigate them. Mr 
Howard was left looking somewhat foolish. 

This year is supposed to see the culmina- 
tion of a process started in 1991 in which Aus- 
tralia hopes toachieve reconciliation with its 
indigenous people by 2001, the centenary of 
its federation. Mr Howard has never 
warmed to the idea, but he did commit him- 
self on his re-election in 1998 “genuinely”, as 
he putit, “to the cause of true reconciliation” 
by next year. This week he abandoned the 
commitment, saying the deadline was artifi- 
cial and had been a mistake. 

Although few people expected all Aus- 
tralians to be reconciled by 2001, the exercise 
was seen as a symbolic healing of old and 
painful wounds. A declaration, drafted by 
members of a reconciliation council, was to 
be presented to the prime minister at a cere- 
mony in Sydney in May. It is said to contain 
an apology to aborigines for past injustices 
and an acceptance by them of it. Mr Howard 
opposes such an apology, so his ditching of 
the deadline is seen as a way of robbing the 
reconciliation process of its most important 
event. 

On racial issues, the short-term political 
survivor in Mr Howard believes he is ap- 
pealing to disenchanted rural Australians, 
who largely support mandatory sentencing 
and are indifferent to reconciliation. He is 
playing a dangerous game. Among city folk 
there is widespread support for reconcilia- 
tion and dismay at the prime minister’s bro- 
ken promise. And ina year when Australia is 
drawing attention to itself as host of the 
Olympic games, stirring up a racial storm 
would not seem wise. 
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And now, no reconciliation 
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Tajikistan 
Edging towards 
democracy 


TASHKENT 


T WAS, said President Imamali Rakhmo- 

nov, a major step towards democratisa- 
tion in Tajikistan. A step, certainly, but not 
yet a major one. While the country held its 
first multi-party parliamentary election on 
February 27th, international monitors said it 
fell short of minimum standards. 

The election was for the lower chamber 
of a new parliament. Although flawed, the 
results are probably an approximate reflec- 
tion of the country’s political outlook. Once 
the run-offs are completed in the 12 constit- 
uencies where the winner took under 50% of 
the vote, Mr Rakhmonov’s People’s Demo- 
cratic Party looks likely to hold 35-40 of the 63 
seats. The still-popular Communist Party 
may win eight seats. The Islamic Revival 
Party never looked likely to attract more than 
a quarter of the vote. If it picks up 15 seats, it 
should be satisfied. But if Mr Rakhmonov’s 
machinations leave it with less than ten, 
trouble can be expected. Before the final re- 
sult is known, some sort of deal could be 
struck quietly behind the scenes. 

Holding the election at all was an 
achievement. Between 1992 and 1996, this 
country of 6m people wasin the grip of acivil 
war in which the government was fighting 
the Islamic-led United Tajik Opposition 
(uto). The two sides signed a peace deal in 
1997, and since then the uro has integrated 
its 5,000 fighters into the Tajik army. In re- 
turn, the government has legalised the uto’s 
constituent groups as political parties, and 
appointed uTo representatives to a third of 
the posts in an interim administration. 

Tajikistan remains a country of regional 
and ethnic conflicts, Before the end of the So- 
viet era Leninobodis, people who live 
around the city of Leninabad in the eco- 
nomically dominant north, held sway. Now 
other groups, among them Kulyabis from the 
region around Kulyab in the south, have 
gained political power and the rewards that 
go with it. 

Anelection on March 23rd for the 33-seat 
Senate, to be made up of supposedly non- 
partisan regional representatives, may help 
ease the conflicts. Even if this election is also 
rigged, the peace will probably survive. But 
the bombings, gun battles and assassina- 
tions that occasionally break out are unlikely 
to cease. Groups left outside the peace deal, 
notably the 1m Uzbeks spread across the 
country, and backed by Uzbekistan, have lit- 
tle to lose by destabilising the present diar- 
chy. Last month, a car bomb killed the dep- 
uty security minister and injured the mayor 
of the capital, Dushanbe; both men were 
candidates in the election and among Mr 
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A new experience 


Rakhmonov’s most valued allies. In the past 
the Islamic Revival Party has turned up the 
violence when it thinks it gets a raw deal. 

Nevertheless, both sides stand to gain 
from the benefits of peace. The erratic but 
positive economic growth of the past three 
years is forecast to continue. Foreign donors 
have promised aid and private foreign in- 
vestment looks set to rise gradually. In the 
criminal economy, processed or raw opium 
grown in Afghanistan will remain profitable 
for traffickers, border guards and corrupt of- 
ficials as it makes its way to Europe. 

The result of Tajikistan’s democratic ex- 
periment will reverberate around Central 
Asia. No other state in the region has legal- 
ised an Islamic opposition party. However 
few seats the Islamists eventually get in Tajik- 
istan’s legislature, other regimes will be wor- 
nied that their own Islamic movements will 
be encouraged. For four months last year, Is- 
lamic militants sustained an insurgency into 
neighbouring Uzbekistan and Kirgizstan 
from their bases in Tajikistan, where they 
were protected by leading Islamic politi- 
cians. When the militants want to resume 
hostilities, possibly in the spring, the coun- 
try’s Islamist politicians may at last be ob- 
liged to reveal their true colours. The real 
strength of Tajikistan’s democratisation will 
then be tested. 
= 
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Thailand 


Mired in money politics 


BANGKOK 


An attempt to build a more honest democracy is at risk of foundering 


Bis in 1997, during the dark days of 
South-East Asia’s financial maelstrom, 
Thailand introduced a new constitutional 
charter to make its democracy one of the 
strongest in the region. The idea was to curb 
the notorious vote-buying and influence- 
peddling that have plagued Thai elections 
and helped to produce so many corrupt and 
unstable governments. This year, at a time 
when the economy is recovering strongly, 
Thais are holding at least three elections un- 
der their new rules. Despite all the good in- 
tentions, the grubby hand of money politics 
remains at work. 

On March 4th, Thais will electa new Sen- 
ate. In the past, only the lower house was 
elected and the Senate, a largely toothless 
body, was appointed by the prime minister. 
It was dominated by ex-bureaucrats keen to 
hold on to a semblance of power and busi- 
nessmen anxious to acquire influence. 

The new Senate will have some clout. Al- 
though its legislative duties remain slight, it 
will have a decisive say over who is ap- 
pointed to a host of newly independent 
commissions with oversight of important 
areas of the economy, such as telecoms and 
broadcasting, and bodies that will investi- 
gate corruption. It will also vet appointments 
to anew Constitutional Court and screen at- 
tempts by civil groups to impeach govern- 
ment ministers, which for the first time will 
be allowed through signature campaigns. 

When the new charter was drafted, it 
was thought that none of these responsibil- 
ities could be entrusted to an unelected up- 
per chamber. The idea was that, in order to 
ensure that the 200 Senate seats were occu- 
pied by suitably accountable people, they 
would have to stand aside from the rough- 
and-tumble of Thai party politics. So it was 
decided that candidates would not be eligi- 
ble if they had belonged to a political party 
within the previous five years or if they were 
serving government officials. 

A new election commission has intro- 
duced some tough rules, several absurdly 
tough. Senate candidates are prohibited 
from campaigning: “introducing” oneself is 
allowed, soliciting votes is not. Candidates 
may make speeches but they must not use a 
microphone. They may hand out leaflets de- 
scribing their background, which has re- 
sulted in a rash of “introduction posters” ap- 
pearing all over Thailand, but they may not 
make promises or comment on government 
policy. They may attend events where Thais 
traditionally drum up votes, such as fairs, 
weddings and birthday parties, but they 
may not organise them. 
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Instead of producing candidates who 
could rely on what they had to offer society, 
many fear that the ban on campaigning has 
given the advantage to those with surrep- 
titious party connections. The political par- 
ties have access to canvassers who can buy 
votes and make sure their favourite candi- 
dates just happen to show up “uninvited” to 
important community functions. Well be- 
fore the poll, several candidates were being 
accused of vote-buying and “excessive” 
campaigning. 

Confusion has also been caused by the 
election commission defining its ban on 
“government officials” in the broadest of 
terms. This provoked a rash of lawsuits from 
candidates who had been banned because 
they served on various state bodies, such as 
the Law Society or university boards. The 
Constitutional Court then overruled the 
election commission and most were eventu- 
ally allowed back into the race. 

Even when the campaigning ends, the 
disputes will not. The election commission 
plans to disqualify some candidates, if they 
win, for various electoral offences. In the 


past, vote-buying has been hard to prove be- 
cause of the difficulty of obtaining evidence. 
“We don’t need receipts to disqualify candi- 
dates,” says Theerasak Kannasutr, the com- 
mission’s chairman. His uncompromising 
attitude is seen by some as an attempt by the 
commission to mark out its turf for the more 
important (and thus much dirtier) par- 
liamentary election that the prime minister, 
Chuan Leekpai, will call later this year. Local 
elections are also being held this year, in- 
cluding one for the influential post of mayor 
of Bangkok. 

The danger, though, is that if the Senate 
election ends in an unseemly flurry of dis- 
qualifications and lawsuits, and the upper 
house remains unrepresentative, then Thai 
voters will feel cheated. That may be what 
some members of the old school of Thai poli- 
tics want, hoping that the election commis- 
sion will be discredited. 

Such an outcome may not be its only 
worry. The commission had asked for a bud- 
get of 1.2 billion baht ($31m) for this year, but 
got only 400m baht. It was supposed to “bor- 
row” government officials to do some of its 
work, but many refused to co-operate. The 
commission’s resulting shoestring operation 
has had to rely on only a quarter of the staff it 
wanted. Getting what you pay for is a con- 
stant refrain in Thai politics. It would be a 
tragedy if Thailand were not ready to pay 
enough to build a better democracy. 

e 








SEOUL 


LTHOUGH Japan and South Korea are 
now trying to become friends, bitter 
memories linger among the families and 
victims of the South Koreans who were 
once forced to serve the Japanese war ma- 
chine. This week a group representing 
forced labourers protested in Seoul to ask 
for reparations. 
Historians reckon that during the sec- 
ond world war, when Korea was a Japa- 
nese colony, more than 1m young Koreans 





Still mad at Japan 


South Korean war memories 





were taken to Japan. Some were sent to the 
battlefront, others worked for Japanese 
companies, Several hundred thousand 
young girls from Asian countries, mostly 
Koreans, were also sent as “comfort 
women” to Japanese army brothels. 

The Japanese government argues that 
the $500m it paid South Korea in 1965 ex- 
tinguishes all claims. But many South Ko- 
reans were not satisfied and one group 
filed a lawsuit suit against the Japanese 
government ten years ago. They de- 
manded ¥800m ($7.4m) from Japan. A To- 
kyo court is expected to reach a decision 
on the claim later this year. 

Other South Koreans, however, have 
already won settlements. Kim Kyong Sok 
has received ¥4.1m claimed in back wages 
from nxx (a Japanese steel maker). En- 
couraged by this,a group of forced labour- 
ers have filed a class-action suit in Califor- 
nia against some of the Japanese 
companies they worked for. Another 
group of elderly women have appealed to 
the high court in Japan after a lower court 
turned down their claim against Mitsub- 
ishi. More such actions are likely. 
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Now, California 
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The Democrats’ part of the Californian primary should be a shoo-in for Al 
Gore. But the Republicans may get a painful reminder that they are a 


minority in the state 


$ GOES California, so goes the nation. Or 
so Californians like to claim. Only three 
times in the past century has a candidate 
won the presidential election without win- 
“ining in California. In November, with Flor- 
ida and Texas likely to be solidly Republican, 
California seems a particularly crucial piece 
of the electoral map. if the Republican nomi- 
nee can win it, he will be practically home 
and dry. Unless the Democrat holds on to it, 
he will have little hope. 

For the Democrats, the Californian 
primary on March 7th looks likely to be Al 
Gore’s coronation. A few months back, Bill 
Bradley’s prospects in the state had looked 
promising. In financial terms, he raised more 
than: Mr Gore in Silicon Valley; Hollywood 

-alsoseemed to be leaning in the former sena- 
_tor’s direction, But Mr Gore now has both 
organisation and momentum on his side. 
_. The vice-president has visited the state 
_ More than 60 times while in office and he is 
supported by nearly all the state’s leading 
Democrats, including the governor, both 
senators, and the mayors of San Francisco 
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and San Jose. Hisenvironmentalenthusiasm 
and his interest in technology are popular 
with northern Californians, and the atten- 
tion he gives to education scores him points 
with southern Californians fed up with the 
Los Angeles Unified School District. A Los 
Angeles Times poll on Marchıstshowed him 
beating Bill Bradley by 54% to 1% among reg- 
istered Democrats in the state. 

For California's Republicans, the choice 
between George W. Bush and John McCain 
looks much more tricky. That is partly be- 
cause of the state of the national race. This 
week, Mr Bush once again regained the ini- 
tiative when he trounced Mr McCain not 
only in Virginia, where he was expected to 
win, but also in Washington state. 

Even a few hours before the polls closed 
in Washington, Mr McCain’s camp was 
claiming that Mr Bush was a purely southern 
candidate. The McCainites seemed to have 
the wind behind them. Nobody who went 
to Mr McCain’s rally at Bremerton, just out- 
side Seattle, where thousands of people 
chanted his name over the strains of the 
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“Rocky” soundtrack, belie: 
lose. But he did, | 

However, even 
not so fratricidal, 


would still find | 
and Mr McCain pe 
see themselves as th 





their party’s con 


licans consider 
Christian gnr 


percentage points. Latinos, once a promising 
constituency for the Republicans, are still fu 
rious about Mr Wilson’s own version of th 
southern strategy, embracing the anti-immi 
grant Proposition 187 in 1994. Asian-Ameri 
cans also seem to have defected. Silicon Val 
ley types who would otherwise be natura 
Republicans fume about the party’s positio 
on some moral issues, notably abortion. 

California’s Republicans have discov: 
ered the danger of looking old, white and in- 
tolerantin a state that is getting younger and. 
browner by the day. Non-Latino whites will 
soon become a minority in the state. Repub- 
licans account for only 35% of the registered: 
Californian electorate—around ten percent- 
age points less than the Democrats~which 
makes them even more dependent on the: 
growing number of independent voters... 

Mr Bush at first seemed thedream candi 
date for the Californian Republicans: acon 
servative with new ideas. In early 1999, . 
delegation of Sacramento Republican 
wrote to- the Texan governor asking him 
stand for the: presidential nomination. Mi 
Bush was a conservative who had won the | 
trust of Latino voters in Texas; he had tackled 
education, the top Californian issue, so suc- 
cessfully that the state had sent several dele- 
gations to Texas to study its approach to 
schools; and he looked a winner. 

That reasoning has been thrown into : 
turmoil by two things. The first is Mr Bush’s 
drift to the right. Speaking at.a South Caro: 
lina university that forbids inter-racial dat 
ing was hardly likely to win Mr Bush broad 
popularity in California, where miscegena:* 
tion is something of a state sport. The opin- 
ion polls now suggest that Mr Gore would 
beat Mr Bush in California; but he would 
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ALIFORNIANS have expressed their 

dissatisfaction with ordinary politics 
by imposing term limits and pay cuts on 
their representatives. They have also taken 
in a big way to the ballot initiative, the di- 
rect sort of democracy that bypasses those 
representatives.On March 7th they will de- 
cide on 20 propositions, ranging from a 
grizzly proposal to allow voters to choose 
“none of the above” in elections, spon- 
sored by a tycoon who once entered his 
dog as a candidate, to various bond mea- 
sures to raise money for parks, libraries and 
forensic laboratories. Among the 





And California proposes... 


form of words that simply refers to “felo- 
nies” or a longer form that includes such 
terms as “gang”, “carjacking” and 
“drive-by shootings” (see table). The long 
form is being used in more districts. 

e Proposition 22 proposes that “only a 
marriage between a man and a woman is 
valid or recognised in California.” Califor- 
nian law already stipulates that a legal 
marriage can exist only between a man 
and a woman; Proposition 22, launched by 
a right-wing state senator who is estranged 
from his homosexual son and lost a 





most important: 

e Proposition 21 increases the 
penalties for juvenile crime, al- 
lowing more teenagers to be tried 





as adults and sending more of s} 
them to adult prisons. Support for 

this initiative, which is sponsored 2 
byaformerRepublicangovernor, | 25 
Pete Wilson, seems to depend on 26 





whether it is defined in a short L 


Civic action 


California's propositions 





Field poll, % sean xk 

Subject Infavour Against Undecided| parts of Californian cities are 
Juvenile crime, long form 55 32 13 short of staff, books, furniture, 

short form. . 30 47 23 equipment and classrooms. Rais- 
cian ; E vm > ing money through a school- 
si San bond measure requires a two- 
Campaign-finance limits 36 46 18 thirds majority. Proposition 26 
School bonds 49 39 12 proposes to change this back toa 


brother to a1ps, aims toerecta pre-emptive 
block against California having to recog- 
nise the validity of homosexual mar- 
riages if they are permitted in other states. 
e Proposition 25, sponsored by Ron Unz, 
who led a 1998 initiative that banned bilin- 
gual education in Californian schools, isan 
attempt to introduce limited campaign- 
finance reform. It would limit the size of 
donations to political campaigns and pro- 
vide state money to candidates who ad- 
hered to overall spending limits. Some re- 
formers are cross that it would not restrict | 
“soft-money” donations for party activi- 
ties not directly related to candidates; but 
its limited scope is designed to see off legal 
challenges that have scuppered previous 
propositions. John McCain sup- 
ports it; George Bush opposes it. 

e Schools in many of the poorer 











} simple majority. 
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lose to Mr McCain. The other thing is that Mr 
McCain has made the Republicans seem hip 
again. After falling for a decade, the party's 
membership has surged. According to Bernd 
Schwieren of the Republican Assembly Cau- 
cus in Sacramento, 21,000 new Republicans 
registered in the month ending on February 
7th. The party had lost 600,000 since 1996. 
Even more pleasingly, the Democratic reg- 
istration tally fell by 93,000. 

The way in which the primary will be 
conducted on March 7th seems almost de- 
signed to play on the strains within the 
state’s Republicans. All voters will be able to 
vote for any candidate, regardless of party, 
by marking a single card on which they all 
appear. The two main parties, however, will 
allocate their delegates on the basis of only 
the votes of their registered members. There 
will thus be two results: an internal party 
one, and a beauty contest that ranks all the 
candidates by their total number of votes. 

Mr Bush looks likely to win the internal 
race (he leads by 20 percentage points in the 
polls). In the absolute count, however, he is 
only slightly in front of Mr McCain (with a 
lead of two to six points) and still around six 
points behind Mr Gore. The possibility that 
Mr Bush might win all his party’s delegates 
but finish third in the popular vote may in- 
crease if many of the independents and 
Democrats who had been leaning towards 
Mr Bradley defect to Mr McCain, as they 
have done in other primaries. It seems that 
Mr McCain, particularly in his strident re- 
marks about the party’s fundamentalist 
wing, is already concentrating on coming top 


32 


in the everybody-can-vote count. 

The idea of both candidates claiming 
that they “won California” has the makings 
of a Republican nightmare. But there could 
be yet another agony in store. The current 
two-count system is an awkward compro- 
mise between California’s voters, who have 
twice voted for propositions requiring open 
primaries, and the parties, which have 
passed rules trying to close them. According 
to Tony Quinn, a Republican demographic 
analyst, the legal stitchingon this piece of po- 
litical patchwork is weak: you can amend an 
initiative only with another initiative. If Mr 
McCain wins the beauty contest, he might 
take his challenge to the courts. 

Such aclash would dolittle for the bid by 
California’s Republicans to reclaim a posi- 
tion at the front of their party. That, coupled 
with the fact that California is already far 
more multi-ethnic than moststates will be in 
even 50 years’ time, is starting to make some 
people say that the state can no longer hope 
to march at the head of American politics. 

That still seems wrong. First, the sheer 
weight of numbers (Califormia’s population 
of 34m today is projected to grow to 50m by 
2030) is bound to make this a state with clout. 
And, second, the basic political question in 
California—how to attract suburbanite vot- 
ers who are mostly conservative on fiscal is- 
sues but liberal on issues like abortion—is 
the same question that politicians every- 
where in America are facing. Alas for them, it 
is a question to which the Republicans have 
yet tocome up with aclear answer. 





The Democrats 
Bye-bye Bill 


SEATTLE AND SPOKANE 


OUR weeks ago Bill Bradley came within 
four percentage points of beating a sitting 
vice-president in the New Hampshire prim- 
ary. On February 29th he trailed behind Al 
Gore in another stronghold of independent 
voting and campaign-finance reform, Wash- 
ington state, by a humiliating 37 points. 
The Washington primary is an eccentric 





The forecast is poor 
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Query of the week (1) 
“If you absolutely had to choose, which of 
the four candidates would you most want 
as your father?” 
John McCain, 35.9%; George W. Bush, 
24.2%; Al Gore 18.9%; Bill Bradley, 13.7%. 
Luntz Research Company for yrock.com,a 
website for young Republicans 

kkk 
Factoid of the week 
According toa recent report by the Pew Re- 
search Centre, 9% of Americans learn 
about the presidential campaign through 
late-night talk shows, 6% from various 
comedy programmes, and 5% from MTV. 
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Query of the week (2) 

“Which of the four candidates do you 
think had the most problems getting a date 
to their senior prom?” 

Al Gore, 33.5%; Bill Bradley, 23.2%; 
George W. Bush, 20.3%; John McCain, 17.2%. 
yrock.com 





kik 
Porn merchant of the week 
John McCain, who, by purchasing space 
for campaign ads on theglobe.com, 
thereby risked placing them on that com- 
pany’s porn site. 

kkk 

Query of the week (3) 

“Which of the four do you think is most 
likely to cheat at golf?” 

George W. Bush, 36.4%; Al Gore, 30.1%; 
John McCain, 9.8%; Bill Bradley, 8.8%. 
yrock.com 

wk 
Lyrical utterance of the week 
By Eric Hauser, Bill Bradley’s campaign 
spokesman, as he denied rumours that if 
Mr Bradley lost heavily (as he did) in Wash- 
ington state, he would drop out: “People on 
the Hill don’t know shit about shit, | 
worked on the Hill for ten years; their jobs 
suck, so they spend their time talking 
about this shit instead of trying to help the 
country.” 
Salon.com, February 29th 





Space metaphor of the week 
“Bush went to Mars and won as a Martian, 
and now he wants to rub the green pigment 
off his skin. Well, he can’t do that.” Mike 
Murphy, Mr McCain’s strategist, on Mr 
Bush’s embrace of the religious right. 
Newsweek, March 6th 

kkk 
Query of the week (4) 
“Which of the four do you think is most 
likely to be an alien?” 

Al Gore, 38.9%; George W. Bush, 20.8%; 

Bill Bradley, 17.3%; John McCain, 14%. 
yrock.com 

wk 
Delegate totals of the week 
Mr Bush, 170; Mr McCain, 105. A candidate 
needs 1,034 delegate votes to win the Re- 
publican nomination. 

ww 
Query of the week (5) 
“Which of the four would you rather kill 
yourself than be stuck alone with for a 
week?” 

Al Gore, 39.6%; George W. Bush, 27.6%; 

Bill Bradley, 9.5%; John McCain, 9.1%. 
yrock.com 












affair: a “non-binding beauty contest” that 
- does not do anything so pedestrian as allo- 
cate delegates. Mr Bradley’s decision to 
spend six consecutive days campaigning 
there—against the advice of his staff and 
-leading supporters, such as New York’s retir- 
ing senator, Daniel Patrick Moynihan—not 
only reduced the amount of time he could 
spend campaigning in the bigger states that 
-g0 to the polls on March 7th. It turned what 
- should have been a minor contest into a ma- 
‘jor test of virility. 

A growing number of Democratic Party 
elders are urging Mr Bradley toend his agony 
and pull out of the race. His decision to 

` broadcast a five-minute-long appeal to vot- 
ers on css on Thursday night (characteristi- 
cally at the same time that most viewers tune 
into “eR” on NBC) suggests that he will re- 
main in the race, albeit as a spent force, until 
Super Tuesday. 

Why did this former basketball star and 
Senate veteran turn out to be such a dismal 
candidate? Not because of lack of money. Mr 
Bradley, a darling of Wall Street, had more 
cash on hand than Al Gore after the New 
Hampshire primary. Not because of lack of 

< infrastructure. The Bradley campaign spent 
asmall fortune in Washington state on tele- 
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vision advertising (including ads question- 
ing Mr Gore’s environmental record). Every 
day it sends a torrent of e-mails and faxes to 
anyone who has ever expressed a polite in- 
terest in his campaign. And not because of a 
lack of ideas. Mr Bradley courageously tried 
to make health care an issue. 

Many people think that Mr Bradley was 
simply mugged. A less honourable man 
might have been quicker to respond to Mr 
Gore’s truth-twisting attacks on his health- 
care policies. Mr Bradley was also partly a 
victim of his party's electoral timetable, 
which left a month between New Hamp- 
shire and the next Democratic primary. That 
period has given the vice-president a chance 
to armour-plate his lead, while the media 
have focused exclusively on the helter-skel- 
ter of Republican races. 

But.an even bigger problem for Mr Bra- 
dley is the fact that his style is so boring. Wil- 
lie Whitelaw, a British Tory grandee, once ac- 
cused Labour activists of going around the 
country “stirring up apathy”. That has often 
seemed to be the essence of Mr Bradley’s 
campaign. He is such a laconic speaker that 
one wonders whether the candidate or the 
audience will fall asleep first. And he is such 
a self-involved figure that he is incapable of 


connecting with his audience. 

The omens were bad last year when he 
gave a speech:in Los Angeles lamenting the 
growing divide between blacks and whites. 
The audience, many of whom were Hispanic 
or Asian, looked on in bemusement. Last 
week he attended one of those churches 
where everybody claps their hands and 
sways their bodies. The impassive Mr Bra- 
dley could have been attending a Senate 
hearing on us-Icelandic relations. Stuck with 
a group of sympathetic reporters in New 
Hampshire, he would not even say what 
book he was reading, for fear of opening up. 

Mr Bradley’s failings have been rendered 
all the more transparent by John McCain’s 
successes. While Mr Bradley mumbles that 
Al Gore is not entirely honest, Mr McCain 
promises to beat the vice-president like a 
drum on the campaign-finance question; 
while Mr Bradley bows the knee to Al Sharp- 
ton in New York, Mr McCain taunts the reli- 
gious right for being a bunch of bigots. It is 
hardly surprising that floating voters should 
flock to the charismatic arsonist rather than 
the dithering professor. Mr Bradley is an in- 
surgent who has not bothered to insurge. 

Ingeneral, Mr Bradley’s failing campaign 
has left Mr Gore in a remarkably strong posi- 
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tion. Mr Gore has proved that he can survive 
a challenge by a well-funded and well-re- 
spected rival. He has survived it without 
leaving too many hostages to fortune (fore- 
ing senior army officers to support gays serv- 
ing openly in the armed forces being an ex- 
ception). And the Democratic machine is 
solidly behind Bill Clinton’s protégé. 

Yet a few doubts remain. The fact that Mr 
Bradley, a man whose ear for politics now 
seems so tinny, could come so close to top- 
pling the vice-president in New Hampshire 
suggests considerable discontent about Mr 
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Gore. And, whatever else, the two Republi- 
cans have both been through a ruthless 
examination. 

Under fire from Mr McCain, Mr Bush 
distanced himself from the bigotry of Bob 
Jones University; Mr Gore has failed to con- 
demn the bigotry of his campaign manager, 
Donna Brazile, who denounced “white-boy 
attitudes” as a synonym for “I must exclude, 
denigrate and leave behind”. Mr Gore may 
yet come to regret Mr Bradley’s disdain for 
street fighting almost as much as Dollar Bill's 
supporters currently do. 

s 





Cuban Americans 


The Curse of Elian 


MIAMI 


HREE months after Elian Gonzalez, a 

six-year-old Cuban boy, was rescued 
from the sea off Miami, his story resembles 
the fanciful tele-novelas that Latinos love to 
watch. The bitter child-custody case be- 
tween the Immigration and Naturalisation 
Service (Ins), which wants to send Elian back 
to his father in Cuba, and his relatives in Mi- 
ami, who want him to be given political asy- 
lum, has now been through six judges of va- 
rious sorts, Great-uncles have been rushed to 
hospital with chest pains; nuns have 
changed their stories; and one of the 1ns’s 
main men in Miami has been arrested on 
charges that he spied for Cuba. 

Call it “The Curse of Elian”. But these 
comic undertones distract attention from 
the weighty issues involved in the affair. The 
most obvious, and tragic, surround the fate 
of the wretched Elian himself. But there is 


Let him off the leash 
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also a growing sense that the story is not 
playing out in the way that Miami's hardline 
Cuban-American leaders had intended. 

Anew federal judge is due to hear Elian’s 
political-asylum case on March gth. Bernard 
Perlmutter, a family-law expert at the Uni- 
versity of Miami, thinks the Miami relatives’ 
case looks extremely weak. Elian’s father has 
been deemed a fit parent by ins agents who 
interviewed him in Cuba, and there is no le- 
gal precedent for denying parental rights 
over a child of such tender years. 

If the judge does indeed send him back, 
this will be a further blow for the Miami Cu- 
bans’ political leaders. With Fidel Castro 
poised to outlast his ninth American presi- 
dent, Elian’s case was supposed to reinvigo- 
rate anti-Castro feeling in the United States. 
In fact, opinion polls say that 67% of Ameri- 
cans feel that he should be sent home. 

This reflects a general softening 
of attitudes in the United States to- 
wards Mr Castro’s Cuba. The spy 
case aside, American-Cuban rela- 
tions have been gradually defrosting. 
Talk of ending the 30-year economic 
embargo is no longer unrealistic. Tra- 
vel restrictions have been loosened. 
The number of direct charter flights 
to Havana has increased, as have 
family remittances. American aca- 
demics and students now travel for 
study to Cuba. Cuban musicians 
tour the United States. The two coun- 
tries’ governments co-operate on is- 
sues such as immigration and drugs. 

The furore over Elian has caused 
a few flickerings. The Clinton admin- 
istration has temporarily shelved a 
plan to ease food sales to Cuba. But, 
in most other respects, both govern- 
ments have kept their heads. Last 
month Cuba permitted an American 
trade fair in Havana, the first of its 
kind in four decades, to go ahead. 
The Clinton administration has 
backed the Cuban government's de- 


mand to have the boy returned. Even the spy 
business has not had as explosive an effect as 
it might have done. 

Some people think the handling of the 
Elian affair reveals a new maturity on both 
sides. In the past, “if there’s been a problem 
in one area, everything else is shut down,” 
says John Kavulich, director of the us-Cuba 
Trade and Economic Council. “Now every- 
one is determined that everything around 
this child continues uninterrupted.” 

Instead of driving a wedge between 
Washington and Havana, the Elian case may 
end up driving one between Washington 
and Miami. An attempt in Congress in Feb- 
ruary to introduce legislation to make Elian 
an instant American citizen fell flat on its 
face. “There's no one left in this city who has 
any sympathy for the Miami Cubans after 
what they have done to that boy,” says Rob- 
ert White, the head of the Washington-based 
Centre for International Policy. 

More broadly, the Elian affair has led 
people to wonder whether the hardline anti- 
Castro Cubans in Miami are losing their 
clout. In the days when Jorge Mas Canosa, a 
telecommunications magnate, ran the Cu- 
ban American National Foundation (CANF), 
the largest exile organisation, few politicians 
questioned his will. But since he died in 1997 
much has changed. The canr, which mod- 
els itself on the pro-Israel lobby, is still a for- 
midable fund-raising machine. But its repu- 
tation has suffered from allegations that its 
members were involved in a series of mini- 
bombings in Havana in 1998, and other anti- 
Castro shenanigans. The CANr’s new leader, 
Mr Mas Canosa’s son, Jorge Mas Jr, now 
spends more of his time with the family 
business. 

The battle over Elian has been led by 
other groups, such as the Democracy Move- 
ment and Brothers to the Rescue. But their 
street protests and traffic disruptions have 
alienated many of Miami’s non-Cubans, 
and even some of its Cubans. 


The gamble that failed 
Miami is changing. Latinos are expected to 
make up 69% of the population of Miami- 
Dade County by 2020. But most of the addi- 
tions will either not come from Cubaatall, or 
will be second-and third-generation Cuban- 
Americans who have been educated in the 
United States and feel less vengeful about 
Mr Castro than their parents. The young 
mayor of Miami-Dade, Alex Penelas, a 
Democrat, makes dutiful noises about Elian; 
but he chiefly wants to build a modem 
American city, not depose Mr Castro. 
Cuban-Americans are a minority even 
in Miami-Dade and barely a 20th of Florida’s 
electorate (though that can still make a dif- 
ference in a close race). By separating a six- 
year-old boy from his father, the hardliners 
may have overreached themselves. If so, the 
irony is that they will have helped Mr Castro. 
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www.allianz.com 


Wherever you are. Whatever 
you do. The Allianz Group 
is always on your side. 


For over 75 years we have successfully managed the 
assets of life insurance policy holders. This, together 
with the close cooperation of our global partners and 
the experience of our asset management team leads to 
improved long-term investment performance. It’s no 
wonder then, that we were recently awarded the pres- 
tigious Standard & Poor’s AAA rating. Maybe that’s why 
we insure more Fortune 500 companies worldwide 


than anyone else. Allianz. The Power On Your Side. 
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Introducing SUNeVision. 
The Future of E-Commerce in Asia. 





An Important Opportunity 
Chino presents the world's greatest potential for growth in the Information Age. Fast-rising disposable incomes and rapidly-expanding Internet 
use point to enormous opportunities. But China's Internet industry has been held back by a lack of infrastructure and services — until now. 


A Powerful New Brand 

The Sun Hung Kai Properties Group, one of Asia's leading blue-chip corporations, is launching 
SUNeVision — a powerful new company designed to be Asia's best provider of premium-quality 
Internet infrastructure & services. 


Combining a range of technology and Internet businesses, including leading-edge infrastructure 
companies, Business-to-Consumer and Consumer-to-Consumer Internet services, and investments 
in venture capital and incubator projects, SUNeVision covers the full spectrum of infrastructure 
and Internet-enabling technologies. 





Expansion will be rapid with roll-out to Shanghai, Beijing, Guangzhou and Shenzhen this year. 
SUNeVision has the capital, the quality, the capability, and the commitment to become Asia's g 
premier vertically integrated Internet services company. 


www.sunevision.com The new technoloav arm of Sun Huna Koi P S, 
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UNITED STATES 





BOSTON 


VERYONE seems to hate the Big Dig. 

Boston’s Central Artery-Tunnel project, 
as it is officially known, is supposed to 
bury underground a stretch of elevated 
highway that runs straight through the 
heart of the city. The largest urban road 
project in America’s history is now its 
worst traffic jam. The Big Dig’s 2004 dead- 
line is slipping. This week federal auditors 
arrived in town to find out why its total 
cost has just jumped to $12.2 billion. 

Some of the engineering in the Big Dig is 
indeed impressive. But the plethora of ex- 
cuses about “unexpected soil conditions” 
and “rising contract costs” will sound fa- 
miliar to anyone who has invited second- 
rate builders to put in a new bathroom. 
Back in 1975, when the idea was first 
mooted, the estimated cost was $300m. 

The already strained credibility of the 
governor of Massachusetts, Paul Cellucci, 
has not been helped by his main Big Dig- 
ger, the bombastic James Kerasiotes, who 
has reassured the Wall Street Journal that 
the governor is “afraid” of him. The federal 
government, which is financing 73% of the 
project, is also upset. There has been talk of 
freezing federal money, and of requiring 





“Big grump about the Big Dig 


the state to finance the shortfall. 

The larger question is where the new 
money to finance the Big Dig will come 
from. Mr Cellucci could raise tolls on other 
roads and tunnels. The state may also be 
more grasping when it comes to selling off 
the development rights above the sub- 
merged Massachusetts Turnpike, which 
also runs through Boston (there are fears 
that picturesque parks could give way to 
towering new buildings). And, of course, 
the state could borrow more money. On 
one estimate, Massachusetts may still be 
paying for the Big Dig in 2050, which bitter 
locals say is the probable opening date. 

Perhaps the biggest cost of the Big Dig, 
though, arises from the things that may be 
sacrificed for it. Many New Englanders, 
particularly those who live outside the city, 
are worried that the Big Dig’s rising costs 
will scupper other projects. Boston’s sub- 
way and commuter rail lines are both old. 
“Imagine what you could have done [with 
the money] for public transportation in 
this city,” muses Seth Kaplan, an attorney 
with the local Conservation Law Founda- 
tion. But that always happens when you 
call in the wrong builders. 
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Justice in New York 


Sharpton’s day 


NEW YORK 


66 [ET not one brick be thrown,” urged the 

Reverend Al Sharpton, and, lo, no 
brick was thrown. Thanks in part to such un- 
expected voices of restraint, the protests in 
New York city that followed the complete ac- 
qguittal of four white police officers who shot 
Amadou Diallo 19 times last year were 
peaceful enough. But the impact of the kill- 
ing of the young unarmed immigrant will be 
felt in New York for a long time yet. 

Black leaders, such as Mr Sharpton, were 
furious that the trial was moved from the 
Bronx to upstate Albany. A New York Times 
poll found that 50% of New Yorkers dis- 
agreed with the acquittal verdict. But at- 
tempts to depict the verdict as racist have 
floundered on the presence of four non- 
whites in the unanimous jury. Instead, pros- 
ecutors have been blamed for not making 
race an explicit issue. Johnnie Cochran, OJ. 
Simpson’s lawyer, said it was as though there 
was “a big pink elephant in the room and ev- 
eryone acted like it wasn’t there”. 

Although some of the evidence sup- 
ported the fact that the police have a tough 
job, the force is under pressure. On March 1st 
another unarmed man was shot dead by a 
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policeman in the Bronx just a few blocks 
away from where the Diallo shooting took 
place. And the federal government may re- 
open the matter as a civil-rights case, at a 
time when the Clinton administration is 
mulling imposing a monitor who might take 
control of the nypp away from Rudolph Giu- 
liani, New York’s mayor. 

Some Republicans suspect that the fed- 
eral government is taking all this interest in 
New York’s policing in order to give a politi- 
cal boost to Mr Giuliani’s opponent in this 
year's senate race, Hillary Clinton. Mrs Clin- 
ton—who initially (and controversially) pre- 
judged the killing of Mr Diallo as “mur- 
der”—is now keeping quiet. Mr Giuliani 
claims the verdict vindicated his “wait-and- 
see” reaction to the killing, which he con- 
trasts with the rush to judgment of his critics. 
The mayor has saved his strongest words for 
Mr Sharpton, whom he accuses of organising 
“a concerted effort to deprive four human 
beings of their civil rights” toa fair trial. 

MrSharpton was in danger of being mar- 
ginalised even amongst New York’s black 
community after he lost a 1998 defamation 
suit against a white prosecutor whom, ten 
years earlier, he had accused of raping Ta- 
wana Brawley, a young black girl. Now, he is 
again a favourite target of Republicans— 
John McCain listed him with Louis Farrak- 
han, Pat Robertson and Jerry Falwell in an at- 
tack on extremists of left and right. 


Even more sweetly, he is again being 
courted by prominent Democrats, including 
Mrs Clinton, Bill Bradley and—albeit under 
cover of darkness—Al Gore. “Kissing Al's 
ring” may alienate some middle-of-the-road 
voters, but that is probably a price worth 
paying to stop Mr Sharpton’s trouble-mak- 
ing. Both Mr Gore and Mrs Clinton paid their 
respects after some mildly threatening pub- 
lic statements by Mr Sharpton. 

For Mr Giuliani, Mr Sharpton is an ene- 
my worth having. But he should be less san- 
guine about the criticism he is getting from 
another black church leader, the Reverend 
Floyd Flake. Mr Flake, a former congress- 
man, has become a voice of the emerging 
black middle class. He has approvingly in- 
troduced a speech by George W. Bush in fa- 
vour of education vouchers; and he even de- 
tects an improvement in the Nypp’s 
behaviour towards blacks since the Diallo 
killing. Yet he no longer supports the mayor, 
who he says has a “tendency to act as if no- 
body else has an ability to think.” 

According to Ed Koch, a former mayor, 
MrGiulianiis no racist, he is justincapable of 
not inflaming difficult sizuations. “Why does 
a scorpion sting? Itcan’t help itself.” The dan- 
ger for Mr Giuliani is notso much that he will 
lose the few black votes he might have got, 
but that he will push even more of the black 
community into voting against him. 

== ———— 
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NE of the most remarkable features of the presidential cam- 


control of the special-interest groups that dominate the party. 


| The lonely charge of John McCain 
| 


paign so far has been the change in the scope of John 
| McCain’s wrath. The Republican senator began his quest for his 
party's presidential nomination by attacking the “iron triangle” of 
lobbyists, zillion-dollar political contributors and corrupted poli- 
ticians. He is ending it (assuming next week's national primary 
does indeed end it, one way or another) by attacking influential 
| members of his own party as “agents of intolerance”. 
l Most paid-up members of the Republican Party establish- 
| ment (that is, elected officials in national and state governments) 
| have a ready explanation for what is going on. John McCain, they 
| have known all along, is mad, bad and dangerous to know. The 
| party will close ranks around 
| George W. Bush. And the Arizonan 
| maverick’s attacks will have no ef- 
| fect on Republican electoral pros- 
| pects come November. 
| The Republicans are right 
| about one thing: Mr McCain’s be- 
haviour bears the hallmarks of 
reckless political courage. De- 
nouncing the Reverend Pat Robert- 
son, founder of the Christian Co- 
alition, in his own home town of 
Virginia Beach was a remarkable 
moment in recent Republican his- 
tory. Never before has a presiden- 
tial candidate nominee castigated 
the religious right like this. There 
were tactical reasons for doingit, of 
course. Most Christian conserva- 
tives are voting against Mr McCain 
anyway, so branding their leaders 
as bigots helps reduce the legiti- 
macy of some of Mr Bush’s victo- 
ries. But still, Mr McCain was ad- 
| dressing the foot soldiers of the Republican Party. They account for 
| around a fifth of all party members and a third in many states’ 
primary electorates. This was not just a Sister Souljah moment, ap- 
| ing Bill Clinton’s 1992 attack on black extremism; it was a brother, 
| grandmother and indeed entire Souljah family moment. 
| But the Republicans are surely wrong when they imply that 
| the episode is merely an example of Mr McCain going over the top. 
| 
f 
l 





In fact, there is a direct link between his attacks on lobbyists and 
his attacks on the religious right. Christian organisations have been 
among the most ferocious critics of Mr McCain’s campaign-fi- 
nance proposals because they see his reforms as a threat to their 
political survival. They are right to be worried. Over the past few 
| years,a cosy back-scratching arrangement has grown up by which 
the religious right helps get Republicans elected; Republicans set 
up various fund-raising mechanisms and these bodies give 
| money to religious organisations. Mr McCain’s proposals would 
| tear down these whited sepulchres. The logic of his campaign 
| means that there would have been a confrontation between the 
two sides whatever the Senator's own temperament. 

i That logic applies not just to the religious right but, increas- 
ingly, to other sections of the Republican Party. For weeks it has 
| been clear that the Arizona senator—without understanding ex- 
| actly how--has been seeking a “new governing majority” in his 
| quest to reinvent Republicanism. The theory behind his ac- 
| tions--or at least his angry gut instinct—is that to attract moderate 
| voters in the suburbs (and win elections), you have to break the 





It is clear how, in Mr McCain’s mind, the religious right is one 
such group. They have regularly caricatured him as a traitor to his 
party and a friend of abortionists. The trouble for Mr McCain is 
that, as the election season has gone on, the entire Republican 
establishment itself has come to look more and more like another 
special-interest group. 

Considering how completely the establishment rallied be- 
hind Mr Bush, it was inevitable that Mr McCain would have to 
confront it at some point. What was not so inevitable was that 
when he did so, they would have the backing of so many ordinary 
Republicans, who have voted for Mr Bush in primary after prim- 
ary by margins of two to one. 

This, too, has been an extraor- 
dinary outcome. The Republican 
Party has always been a fractured 
and fractious coalition. It contains 
Protestant evangelicals and Catho- 
lic moderates; country-club busi- 
nessmen and moral ideologues; 
fiscal conservatives and supply- 
side tax cutters. What is remark- 
able is not that these divisions have 
widened in the wake of the party’s 
electoral troubles in the past five 
years. The remarkable thing is that 
the establishment and two-thirds 
of the party have held together in 
the face of the biggest challenge to 
Republican orthodoxy for 25 years. 

This coherence does not guar- 
antee that Mr Bush will win his 
party’s nomination, though it must 
make that outcome more likely. 
But it certainly means that who- 
ever wins the nomination will 
then find the task of going on to take the presidency harder than he 
would otherwise have done. 

If Mr McCain prevails, he will face a huge task of damage limi- 
tation inside his own party. The religious right may well have writ- 
ten him off already. After his attacks this week, many of their lead- 
ers would prefer to lose with Bush than win with McCain. But the 
party establishment too may be reluctant to support a man whois 
running so openly against them. Mr Bush is right: this is a hostile 
takeover of the party. That does not mean it is unjustified. Hostile 
takeovers justify themselves if they increase shareholder value (ie, 
voter appeal). But as with all such bids, this one would require a 
good deal of managerial skill afterwards if it were to succeed. 

If Mr Bush wins, his position will be akin to that of many a 
struggling chairman who has just survived a takeover bid: once 
the battle is over, he will have to start doing all the things he de- 
nounced during the bid. For Mr McCain is right, too: you cannot 
hope to win the presidency with Republican votes alone (the party 
amounts to little more than a third of the electorate). Mr Bush has 
time to change course. He has started to distance himself from his 
moral-majority supporters. And he has a record (in Texas, at least) 
of attracting new voters. But if the campaign has shown anything 
so far, it is the deep disillusion with Mr Bush that exists among in- 
dependent and Democratic voters. Having dugitself in around Mr 
Bush, his party is now less well placed than it was to win back the 
swing voters it will need in November. Mr McCain’s wrath may be 
instinctive; but it is not unjustified. 
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THE AMERICAS 


Canada battles with Its vision 


of peace 


OTTAWA 


The army is beating a partial retreat from its traditional peacekeeping duties 
just when Canada faces new American pressures to take on a more 


controversial military role 


N SUSSEX DRIVE, the Canadian capi- 

tal’sceremonial avenue, the newly built 
American embassy towers above a bronze 
monument of three soldiers, which depicts 
the country’s long-standing devotion to in- 
ternational peacekeeping. The contrast 
makes a timely symbol. More than ever be- 
fore, Canada finds itself torn be- 
tween two versions of its military 
responsibility. On the one hand, 
there is a lingering faith in the 
country’s honourable tradition of 
helping to police the peace in the 
world’s trouble spots. On the 
other, a federal budget squeeze in 
recent years has limited Canada’s 
ability to pay for such participa- 
tion—and the country is under 
new pressure to integrate further 
into the United States’ military 
structures. 

Canada has long prided itself 
on having invented modern 
peacekeeping. In 1956, Lester Pear- 
son, then its foreign minister, pro- 
posed an emergency force for the 
Sinai to cover the withdrawal of 
British and French troops from 
Egypt. Since then, Canadian 
troops have been found in almost 
every trouble spot. Their activities 
reached a peak during the 1990s, 
when Canadians were at various 
times engaged in a total of 65 dif- 
ferent peacekeeping operations. 
By mid-1999, there were 4,400 sol- 
diers abroad, and generals were 
openly complaining that re- 
sources were being stretched be- 
yond the limit: five previous years 
of deficit-cutting budgets had cut the regular 
armed forces from 75,000 to 60,000, and their 
civilian staff by almost 40%. 

Now, however, Canada’s involvement 
in international peacekeeping is dwindling. 
By this summer, the number of its soldiers 
abroad will be down to 3,000, as troops pull 
out of both East Timor and Kosovo—though 
Canada’s contingent in Bosnia will be rein- 
forced. To the latest call by the United Na- 
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tions for peacekeeping troops, to go off to 
Sierra Leone and Congo, Canada is contrib- 
uting just a few military observers and some 
money todisarm child soldiers. 

Moreover, Canada’s confidence in its 
ability to make peace abroad has been badly 
shaken in recent years, not least since an in- 


to be making a partial retreat from peace- 
keeping, the country is also embarking on a 
military-hardware spending spree, partly in 
response to the demands of its mighty neigh- 
bour. Last June, the Department of National 
Defence published “Defence Strategy 2020”, 
a long-range policy paper containing five- 
year targets, one of which was to strengthen 
Canada’s military relations with the United 
States in order “to permit seamless opera- 
tional integration at short notice”. This 
“inter-operability”, the paper declares, will 
mean adopting equipment compatible with 
that of Canada’s main allies, the United 
States being the only one named. In short, the 
country is getting a big military upgrade. 
Already, Canada is to acquire from Brit- 
ain four diesel-electric Upholder-class sub- 
marines, whose main uses will be the patrol- 
ling of fishing waters and the 








A hairy new mission 


quiry into torture allegations against Cana- 
dian soldiers who took part in an operation 
in Somalia in 1993, which resulted in the dis- 
banding of the country’s Airborne Regiment. 
Many soldiers have suffered from bum-out 
after hazardous tours of duty. One such was 
General Roméo Dallaire, who was in charge 
in Rwanda at the start of the 1994 genocide 
and took lengthy sick leave on his return. 
Yet, at the same time as Canada appears 


control of the smuggling of 
would-be immigrants into North 
America. In exchange, Britain will 
get free use of training ranges in the 
western province of Alberta and 
in Labrador, on the Atlantic coast. 

The new federal budget, an- 
nounced on February 28th, in- 
cludes C$2 billion ($1.4 billion) for 
defence equipment. This will en- 
able Art Eggleton, the defence min- 
ister, to make good his frequent 
promises to buy replacements for 
the country’s naval helicopters, 
which are now so antique they re- 
quire dozens of maintenance 
hours for every hour spent in the 
air. Leopard tanks, which Cana- 
dian troops will take into troubled 
areas of southern Bosnia, are to be 
equipped with specially ar- 
moured turrets; and the ground- 
attack cr-18 fighter aircraft, which 
took part in the bombardment of 
Serbia last year, are to be fitted 
with more modern avionics. 

In many ways, this upgrade is 
needed. It comes after a decade of 
defence cuts. In the last days of the 
cold war, the Conservative gov- 
ernment then in power proposed 
spending C$8 billion on up to a 
dozen nuclear-powered submarines of ei- 
ther British or French design. The Liberal 
Party under Jean Chrétien not only success- 
fully opposed that plan at the time, but, after 
taking office in 1993, paid a hefty penalty of 
C$500m to cancel a separate purchase of so- 
phisticated helicopters. 

More military controversy lies ahead. 
The Americans are due to decide later this 
year whether to press ahead with their plans 
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to install the “national missile defence”, a 
system that will, in theory,enable them toin- 
tercept and destroy incoming missiles from 
countries such as North Korea. The Ameri- 
cans would like to use a joint American- 
Canadian command structure, set up by the 
two countries in the 1950s, for the new sys- 
tem. Yet such a system, unless sanctioned by 
the Russians, would directly contravene the 
Anti-Ballistic Missile Treaty signed by the 
Americans and the Russians, which the 
traditionally peace-minded Canadians con- 
sider to be a centrepiece of arms control. 

All this comes at a time when other to- 
tems of Canadian identity are also being 
eroded. The budget unveiled this week by 
Paul Martin, the finance minister, offered a 
wide range of uncharacteristic income-tax 
cuts, from which the middle classes will ben- 
efit most. Canadians have grown tired of 
their heavy tax burden, and are increasingly 
unimpressed with the state social provision 
it is supposed to finance. The budget also 
puts a squeeze on overseas aid, another mat- 
ter about which Canada has been tradition- 
ally generous. This will hardly help fortify 
the crusade of the foreign minister, Lloyd Ax- 
worthy, for “soft power”: the idea that the 
world’s mightier countries should worry less 
about their own security and more about 
that of the world’s poor. But a harder kind of 
power is now the vogue in Ottawa. 

a = . 


Ecuador 


The Indians and 
the dollar 


Quito 


N JANUARY, President Jamil Mahuad was 
toppled when an uprising of Indian farm- 
ers against his plan to replace Ecuador's cur- 
rency with the dollar turned into a military 
coup. Even so, the new president, Gustavo 
Noboa, has pushed ahead with dollarisa- 
tion: on February 29th, Ecuador's Congress 
approved a wide-ranging law to introduce it. 
The law also makes sweeping reforms to the 
labour market and starts toopen the oil, elec- 
tricity and telecoms industries to foreign in- 
vestment. 
Yet the Ecuadorean Confederation of In- 
digenous Nationalities (Conaie), as the In- 


dian farmers’ movementis „—— - 





fight again for the rights of the people, if that 
is what Conaie wants,” says Luis Barrio, a 
farmer who earns less than $12 a month sell- 
ing garlic in a market in Latacunga, south of 
Quito, the capital. 

Since it was formed in 1986, Conaie has 
grown to become Latin America’s strongest 
indigenous people's organisation. Ecuador's 
compact geography has helped, making it 
easier for the grass-roots groups that make 
up Conaie to act together. But the organisa- 
tion’s demand for reform of a corrupt and in- 
effectual political system has echoed be- 
yond the 5m Ecuadoreans, or two in five, 
who are Amerindian. A recent poll showed 
that support for Conaie has grown to 58%. 

The government hopes that dollarisa- 
tion will bring a swift recovery of confidence 
in the deeply depressed economy. Yet there 
are still impediments. One possible hitch 
concerns the law itself: Congress inserted a 
clause giving all banks two months to raise 
their capital to meet internationally recom- 
mended levels, or be taken over by the state. 
The imr, whose support is crucial to the re- 
lease of a $900m bundle of international 
loans, objects that this would mean the 
whole banking system passing into govern- 
ment hands. However, Mr Noboa can veto 
the controversial clause and substitute one 
of his own, which Congress would probably 
then approve. 

That still leaves Conaie. Mr Noboa has 
held several talks with Indian groups. He ap- 
pears to want to mollify them with extra 
money for education and social pro- 
grammes. But will that be enough? 
Thwarted when Mr No- 





called, remains firmly op- 
posed to dollarisation. The 
Indians fear it will lead to 
price rises. They have given 
Mr Noboa six months to fix 





Ecuador’s battered econ- | Guayag 

omy, or face a “social ex- 

plosion”. Such is the des- 

peration in Ecuador's A 
Andes that this may not be \ ` 
an empty threat. “I will Jas 





scoromsia| boa continued Mr Ma- 

`: huad’s policies, Conaie 
now wants a referendum 
on the dissolution of Con- 
gress and the Supreme 
Court. Polls suggest that 
74% of the population sup- 
port the idea of a referen- 
dum. Conaie is busy collect- 
ing the 600,000 signatures 
needed to hold it. But the 
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electoral tribunal may reject 
the request, arguing that the 
questions would be uncon- 
stitutional. That could spark a 
new round of protests, per- 
haps timed to coincide with 
the municipal elections due on 
May 2ist. 

Antonio Vargas, Conaie’s 
leader, wants a new Congress, 
with only half as many mem- 
bers. “We are sick of corrupt 
bankers and politicians,” he 
says. A political party called 
Pachakutik (after the greatest 
of the Inca rulers) claims to rep- 
resent the Indians, but has 
only six of the 123 seats in Con- 
gress. Its leaders complain that 
at elections they lack the money to compete 
in the advertising war for votes. 

Mr Noboa may hope the Indian move- 
ment fades back into the mountains, espe- 
cially if dollarisation proves successful in 
giving the economy, and the government, 
new momentum. But should either stumble, 
he will ignore Conaie at his peril. The Janu- 
ary coup was a reminder of the indigenous 
movement's links with army officers. “We 
are still in close contact,” says Mr Vargas. 

The armed forces traditionally see them- 
selves as having a paternalist role, as custodi- 
ans of social well-being. They have refused 
to put down eight peaceful Indian uprisings 
staged since 1990. In the years since their 
withdrawal from governing in 1979, they 
have shown a growing distaste for a political 
system under which government has 
tended to alternate between parties repre- 
senting rival business groups, one lot in 
Quito, the other in Guayaquil, on the coast. 

But they have put Mr Noboa in power, 
and dollarisation has its own, powerful, po- 
litical imperatives. Mr Noboa’s next tussle 
with Conaie may come in July, when he is 
likely to have to announce a doubling of the 
petrol price—“a time bomb”, says Mr Vargas. 
It is bound to provoke new protests. The 
trials of Ecuador's democracy, and the dol- 
larisation plan, are far from over. 
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Mexico 


Drugs shock 


MEXICO CITY 


T IS known as the “February surprise”. Ev- 

ery year, shortly before the United States 
government announces on March 1st which 
countries it “certifies” as willing allies in the 
war on illegal drugs, Mexico unveils a new 
and bold anti-drugs initiative. This year, 
though, the surprise was on Mexico. Two 
days after President Emesto Zedillo an- 
nounced a new push against organised 
crime and trafficking in the border state of 


IHE ECONOMIST MARCH 4TH 2000 


With age comes wisdom. 
With advice comes wealth. 


Rabo Robeco Bank is a part of Rabobank, the 
only non-government bank rated triple A by all 
major rating agencies. But if that rating speaks 
for itself, it’s our advice that sets 
us apart. 

We believe that the best advice 
can only be based on shared in- 
formation. Our methods are transparent and 
unashamedly long term. You tell us your views 
on risk and reward. Then we give you all the 
information to make educated informed invest- 
ment choices. 

Together, we formulate the right asset alloca- 
tion for you. Then we recommend how to develop 
the appropriate mix of individual securities, 


For expert advice, respond now. 


Over the past 10 years, 
Robeco N.V. has averaged a return 
in USS of 14,7% 


It’s nice to have experts around you 


the proven investment products of the Robeco 
Group and investments you may already have. 
Central to this is our policy of international diver- 
sification. It’s clearly a policy that 
works. Had vou invested US$ 
25,000 in the Robeco Group’s 
flagship equity company Robeco 
N.V. at the end of December 1989, ten years later 
it would be worth US$98,400. 

To take advantage, simply contact us. By phone, 
fax, e-mail and post, or of course, in person, we set 
out to meet your needs, cost effectively. 

Call us now in Zurich on (41) 1-201 28 28 or 
in Geneva on (41) 22-939 O1 39. It’s one piece of 


advice worth taking. 








Rabo Robeco Bank 


Private banking 


To the Manager, Rabo Robeco Bank (Switzerland) Ltd., 16 chemin des Coquelicots, Case Postale, CH-1215 Geneva 15, Switzerland, fax: (41) 22-341 13 92 
or Brandschenkestrasse 41, Postfach, CH-8039 Zurich, Switzerland, fax: (41) 1-201 28 08 or e-mail: info@raborobecobank.ch 


O Yes,! would like to know more about Rabo Robeco Bank. Please send me information about how you work and how to gain access to this world of opportunity. 
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SANTIAGO 


S THE news came through in the mid- 
dle of the Santiago night that Britain 
was dropping extradition proceedings, 
| and that General Pinochet was finally go- 
ing home, a small group of his supporters 
staged a celebration. Opponents were dis- 
mayed. But after being detained for 17 
months in London, Chile’s former dictator 
was returning much diminished. 

Until his arrest, General Pinochet 
loomed over Chile as adominant and divi- 
sive figure, who still wielded political influ- 
ence even after a decade 
of democratic govern- 
ment. But during his de- 
tention, most Chileans 
quickly became bored 
and baffled by the legal 
intricacies of the case,and 
lapsed into indifference. 
Across the spectrum, poli- 
ticians discovered that life 
without the general was 
not only possible, but 
preferable. 

Even the extreme 
right-wing Independent 
Democratic Union party, 
to which many former of- 
ficials of the dictatorship 
belong, has said that it will 








Retirement at last? 








The afterlife of a diminished Pinochet 


not be organising a welcome-home cere- 
mony. Instead, General Pinochet was likely 
toreceive a subdued reception, probably at 
a military air base, and then go toa military 
hospital for a check-up. 

Chile’s centre-left government, and es- 
pecially Ricardo Lagos, a moderate social- 
ist who takes over as the country’s presi- 
dent on March uth, will hope that the 
general then retires for a long, and prefera- 
bly permanent, rest. So, too, will the right- 
wing opposition, for whom he has become 
a liability. But General Pino- 
chet is an inveterate politi- 
cal meddler. Even if only 
symbolically, he could at- 
tempt to take up again his 
seat in Chile's Senate, 
awarded to him for life un- 
der his dictatorship’s own 
constitution. 

However, the general’s 
legal troubles are not over. 
Over the past two years, al- 
most 60 cases have been 
filed against him in Chile. 
Judge Juan Guzman, who is 
investigating the accusa- 
tions, has made far greater 
progress in the general's ab- 
sence than even most hu- 


man-rights lawyers dared to hope. He has 
charged several senior retired army officers | 
allegedly involved in massexecutionsafter | 
the 1973 military coup. 

But charging the dictator himself 
would be a very different matter. He is, of 
course, in failing mental health, according | 
to the medical report done for the British | 
authorities, but in Chile, to escape trial, he 
would have to be certified as insane by 
government forensic doctors. That is a hu- 
miliation he would be unlikely to relish. 

So will he face a court? Asasenator,he | 
is immune from prosecution. The first test 
of judicial resolve will come, therefore, 
when prosecutors ask the Appeals Court | 
to lift his immunity. Even if they succeed, 
the Supreme Court might well overrule it. 
The Supreme Court would require evi- 
dence that General Pinochet ordered the | 
executions, rather than just bearing the 
responsibility of a commanding officer or 
head of state. That could be hard to prove. 

Meanwhile, during Chile's summer 
holidays, the government has been quietly 
pushing through Congress a new bill that 
would grant blanket immunity to former 
heads of state. And even if the general were | 
somehow tried and convicted, an amnesty 
law, passed by his own regime, still stands | 
between the old dictator and the inside of a 
Chilean prison. But for the man who once 
boasted that not a leaf moved in Chile 
without his knowledge, political isolation 
now beckons. 





Baja California, gunmen killed Alfredo de la 
Torre, the police chief of Tijuana, the state's 
largest city, as he drove to his office on a Sun- 
day without bodyguards. 

Tijuana, just across the border from San 
Diego, is home to the Arellano Felix gang, one 
of Mexico’s two main drugs mobs. Its leaders 
are thought to have ordered the murder of a 
previous police chief six years ago. The death 
of Mr dela Torre, just three days before Presi- 
dent Bill Clinton’s decision to certify Mexico 
again, cast an ironic light on that cynical di- 
plomatic exercise. 

Mexico has never been decertified 
(which would mean a cut in American aid), 
despite campaigns by some American con- 
gressmen and its continued inability to 
make a dent in drugs-trafficking. This year, 
trying to pre-empt the annual pantomime, 
officials on both sides started hinting back in 
January that certification for Mexico was a 
sure thing, and played up the extent of co- 
operation between the two countries. The 
“dialogue of the deaf” was over, said Rosario 
Green, Mexico’s foreign minister. 

It was not. A few days before the Tijuana 
shooting, Jeffrey Davidow, the United States’ 
ambassador in Mexicocity,commented that 
countries such as Mexico were to drug traf- 
ficking what Sicily was to the Mafia. Mexican 
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officials had remained mute when Barry 
McCaffrey, Mr Clinton’s anti-drugs tsar, 
noted that half the cocaine entering the Un- 
ited States did so through Mexico. But Mr Da- 
vidow’s less tactful comments provoked an 
inconveniently timed row. 

Mexico is spectacularly sensitive to 
American criticism of its struggle against 
drugs, which it sees as hypocritical given the 
United States’ poor record in stemming 
drugs consumption. Mexican officials 
proudly trumpet that seizures of all kinds of 
illegal narcotics were higher 
last year than in 1998. 

A truer measure of suc- 
cess, though, would be pro- 
gress in dismantling drugs 
rings and putting corrupt 
police and officials in jail. 
There, things are gloomy. As 
Senator Jesse Helms pointed 
out, the drugs barons con- 
tinue to operate “with vir- 
tual impunity” in the border 
cities. American drugs fight- 
ers wonder why Jorge Car- 
rillo Olea, a former state gov- 
ernor suspected of 
protecting kidnappers and 
traffickers, is still free nearly 


two years after he stepped down, and why 
Mario Villanueva, another state governor 
suspected of trafficking, has not been found 
since he fled last March, just before his gov- 
ernor’s term (and immunity from arrest) 
ended. The killing of Mr de la Torre is a timely 
reminder that the impunity continues. Pre- 
dictably, it triggered a new declaration by 
the Mexican government of a new war on 
drugs. And, just as predictably, itdid not pre- 
vent President Clinton this week from certi- 
fying Mexico, yet again. 





Tijuana’s police are not doing too well 
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Mozambique’s misery 


A SOUTH AFRICAN AIR- FORCE HELICOPTER OVER MOZAMBIQUE 


Floods have devastated much of south-eastern Africa. Hundreds are dead, 
thousands face hunger, and Mozambique’s economic revival is in danger 


SCARLET shawl on a stick poked out 

from the leaves and waved. The pilot 
saw itand went down. The blast from the he- 
licopter’s rotors flattened the boughs to re- 
veal 22 Mozambicans clinging toa single tree 
to avoid the churning waters below. South 
African airmen pulled them on board, 
where they huddled in an exhausted daze 
clutching bags of half-rotten maize. 

They were the lucky ones. There are not 
enough helicopters to reach everyone who 
needs to be rescued. As the worst floods in 
living memory continue to swirl, parts of 
South Africa, Zimbabwe and especially Mo- 
zambique need help to stop the death toll 
from climbing. Cyclone Eline and heavy rain 
have swamped countless villages and left 
perhaps 1m people homeless. The usually 
placid Limpopo and Zambezi rivers have 
swollen to rushing torrents up to 125km (80 
miles) wide, sweeping away buildings and 
hurling livestock into the Indian Ocean. 

More storms are forecast. Rain is sup- 
posed to fall on rich and poor alike, but this 
deluge has hit hardest those least able to 
cope. Mozambique, the poorest country in 
the region, is the worst affected. This is acruel 
reward for all the efforts which had helped 
to turn this unlucky country into one of the 
world’s fastest-growing economies, at last 
giving hope to a people who had been re- 
duced, many of them, by two decades of 
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civil war to wearing tree bark and eating wild 
berries. 

The floods have pushed back into pov- 
erty large numbers of Mozambicans who 
had recently begun to lift themselves out of 
it. Just as bad, the flooding has almost cer- 
tainly dislodged thousands of landmines 
and carried them into places previously con- 
sidered safe. Mozambican peasants usually 
plant some of their crops on low ground, 
which is damper and more fertile, and some 
higher up, in case nearby rivers flood. But 
this year’s floods are so much heavier than 
usual that not only have the low fields been 
turned to muddy porridge but much of the 
hillside crop has also been destroyed. 

Médecins sans Frontiéres, a French char- 
ity, estimates that 220,000 Mozambicans 
will need food aid in the next three months, 
a figure that will rise if the waters do not re- 
cede before the planting season, which 
should begin in April. The Mozambican gov- 
ernmentestimates that 900,000 of its citizens 
will need assistance of some sort, and has 
asked donors for $65m. Only $13.5m had 
been pledged by March st. 

Things in Zimbabwe are better, but not 
all that much. The floods have killed at least 
60 people and affected the lives of perhaps 
another 250,000. Maize production, which 
fell short of domestic demand last year, will 
fall even shorter this year. President Robert 
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Mugabe of Zimbabwe declared a state of 
emergency in three of his country’s eight 
provinces on February 24th. Foreign donors 
are starting to send food and logistical sup- 
port, but hesitate to offer much cash toa gov- 
ernment with a reputation for squandering 
it on perks for ministers and a dubious war 
in Congo. 

South Africa is better able than its neigh- 
bours to cope with the flooding especially as 
a smaller proportion of its territory is af- 
fected, but itis still struggling. At least 50 peo- 
ple have died, mainly from drowning, in the 
Northem Province. Perhaps 80,000 are 
homeless, and several small towns have 
been cut off from the rest of the country. 
South Africa, Zimbabwe and neighbouring 
Zambia have all opened some of the flood- 
gates on their dams to lower the water level 
upstream. Unfortunately, this has released 
more water into Mozambique, making the 
rescue work there even harder. 

Efforts to fly food and vaccines to the 
needy are hampered because the victims are 
scattered in small groups around a vast area, 
and are constantly on the move toescape the 
shifting waters, And water is not the only 
peril they face. The floods bring disease with 
them. Vast stretches of new swampland are a 
breeding-ground for malarial mosquitoes. 
Torrents of filthy water can spread cholera. 
Hunger and exhaustion among those cling- 
ing to trees or bridges lower their resistance 
to disease. And, since between an eighth and 
a quarter of adults in the flooded countries 
are H1v-afflicted, that resistance is often not 
very great to start with. 

There are consolations. Mozambique’s 
Mozal aluminium smelter, the country’s 
largest foreign investment, has lost less than 
a week’s work. A toll road connecting Ma- 
puto, Mozambique’s capital and most useful 
port, with Johannesburg will still probably 
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be completed on time. Coca-Cola’s factory 
outside Maputo has been submerged be- 
neath two metres of dirty water, and its staff 
have had to throw away millions of bottles, 
most of their computers and thousands of 
tonnes of contaminated sugar; but the plant 
should soon be working again. 

For the very poor, which means most of 
the flood’s victims, it will take longer to 
mend the damage. Some have managed to 
save a few of their possessions—pots, blan- 
kets, bags of maize flour—by hauling them 
up trees. Others have lost everything. The 
damage to roads makes it hard to get food to 
them. Much of Mozambique is close to 
chaos. Prisoners have been released from jail 


War and money 


lest they drown in their cells. Many families, 
having been evacuated from their homes in 
separate helicopters, now find themselves in 
different refugee camps. 

With admirable determination, people 
are striving to rebuild their lives. In Palmeira, 
north of Maputo, one of several places where 
Mozambique’s main north-south highway 
has been broken by the deluge, trucks and 
earth-movers strain to reconnect the severed 
parts, While they labour, hundreds of petty 
traders risk the arrival of another torrent by 
wading, up to their necks in brown water 
and balancing bulging packages of goods on 
their heads, towards the villages on the dis- 
tant shore. 


The business of conflict 


Getting rich by controlling resources in war is common practice, says a Red 
Cross report. In Sudan’s civil war—see box—food aid sustains the fighting 


AKING money and making war have 

long been related activities. That sol- 
diers loot and arms manufacturers tum a 
profit is hardly new. But is competition for 
wealth and resources becoming the major 
cause of new wars around the world? 

Where tribal violence, independence 
struggles or cold-war rivalry were once 
blamed for wars, now bandits, traders and 
some businesses are being fingered, espe- 
cially in developing countries. Though some 
conflicts are ethnic or religious clashes (as in 
Kosovo) or stem from scraps over influence 
(a concern of Uganda in Congo), many of to- 
day’s wars, especially civil ones, have a 
strong commercial element too often ig- 
nored by analysts outside, though not by 
businessmen willing to profit from war. 

Prolonged internal violence in countries 
with rich natural resources but corrupt or 
weak governments may best be understood 
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as battles for money or resources, suggests a 
report to be published by the International 
Committee of the Red Cross this month*. 
Some wars are caused in a large part by cor- 
ruption and banditry (Sierra Leone), 
whereas others which may have begun as 
ethnic or ideological conflicts, are now sus- 
tained in part by illicit trading (opium in Af- 
ghanistan, cocaine in Colombia). 

Rebels, governments and even peace- 
keepers have fought for diamonds, minerals 
and timber in recent wars in Liberia and 
Sierra Leone. In the latter, peace was won 
only when the rebels’ leader, Foday Sankoh, 
was given a say in the country’s mining in- 
dustry. A long-running war in Angola, once 
seen as ideological, is condemned by its peo- 
ple, foreign observers and governments as, to 
a large part, a scramble for oil (by the govern- 
ment) and for diamonds (by the rebels). In 
recognition of this, the rebels have even been 
offered permission to operate the 
diamond mines legally, if they 
would come to terms, which 
they would not. In Indochina, il- 
legal logging can be as valuable 
as drugs: the Khmers Rouges fi- 
nanced their later campaigns in 
Cambodia from timber. 

Wars in such countries serve 
some participants well. Violence 
provides a cover for the extrac- 
tion and smuggling of resources, 
and armies, either private or na- 
tional, give the means to control 
workers, transport and territory. 
War itself can be the means of 
getting rich (for example, in trad- 
ing arms or by fighting as a mer- 


* Forum: War, Money and Survival, ICRC, 
Geneva, March 2000, 
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Scraps in Sudan | 


VER ım Sudanese in the south of | 

the country survive on aid delive- 
ries, so the withdrawal this week of u | 
relief groups by rebel authorities could | 
prove serious, Civilians need aid since | 
rebel soldiers force farmers from their 
homes and loot and destroy crops, and 
bad harvests take their toll. The un and 
35 non-governmental organisations, 
known as “Operation Lifeline Sudan”, 
deliver tens of thousands of tonnes of 
food each year. 

But now the rebels say that the | 
NGOS, though not the UN, must accept 
tighter control of their work. They were | 
told to sign a long, detailed agreement 
with the rebels’ own aid organisation | 
by March 1st, or be expelled. Eleven of 
the largest, including Oxfam, Save the 
Children and Care Intemational and 
149 expatriate staff, refused to sign and 
left. They complained that the rebels 
wanted to control food aid “according 
to politics”. That much is obvious: the | 
agreement, all 68 points of it, spells out | 

| 
| 





how NnGos should pick staff, pay fees 
for landing aircraft, submit plans and 
budgets to the rebels and generally 
work for the rebels’ objectives. 

The un and some aid groups will 
work on, but the expelled groups have 
put their entire operation on hold until 
the rebels compromise. These groups 
claim to deliver the lion’s share of aid to 
this region, and the European Union, 
which pays for some 40% of humani- 
tarian aid there—mostly through 
NGos—has stopped the cheques. 

Foreign supplies of food may well 
prolong the war in Sudan. Rebels and 
government soldiers alike have long 
taken what they needed from delive- 
ries by aid agencies, which can do little 
about it. But some outsiders, including 
the American Congress, have argued 
that food aid should be sent directly to 
the rebels. That might relieve pressure 
on the NGos. It would, confirms John 
Garang, the rebels’ leader, certainly 
boost his army and relieve him of the 
burden of feeding it. 














cenary) or of survival (bands of ill-educated 
young men recruited into armies in Sierra Le- 
one or in Colombia make guerrilla warfare a 
way of life). Such participants may continue 
to exploit a war rather than win it and end it. 

For outsiders who want to encourage 
peace, wars for resources may therefore be 
particularly hard to bring to an end. If the 
belligerents have no political goals, they may 
have no interest in negotiation. Those who 
benefit from war will not welcome media- 
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tion. Instead, international efforts to stop the 
supply of arms to private armies, to forbid 
trade in diamonds mined in war zones, or to 
tackle the demand for illegal drugs may be 
more effective. 

But sanctions offer the powerful—those 
with guns and armies again—the chance to 
make even more money, by smuggling 
goods in and out of war zones and then 
charging high prices. Busting sanctions can 
bea lucrative business.“Remember, this war 
is about making money,” explained a Sierra 
Leonean journalist in Freetown during that 
country’s war, before ticking off the interests 
of fighters, mercenaries, peacekeepers, aid 
workers and other hangers-on at the war's 
edges. The impact of money in war, says the 
report, should be borne in mind by outsiders 
whose spending may cause inflation, whose 
aid may feed rebels and whose trading may 
prolong the fighting indefinitely. 


Morocco 


Down in the 
dumps 


RABAT 


HERE is Morocco’s feel-good factor? 
The country has a new king, who 
sounds optimistic and is making popular 
changes. It has a new agreement with the 
European Union that provides for phased 
tariff-free trade by 2012, and 


says the World Bank. It blames the bloated 
and heavily unionised administration. The 
wages of Morocco’s 750,000 civil servants eat 
upa full 12% of Gpr, and the share is growing. 
Ministers, who are paid $95,000 a year, plus 
perks for life, lead the way. Last year the gov- 
ernment added another six ministries to 
bring the total to 41. There are four for educa- 
tion alone. The prime minister recently senta 
circular to ministers requiring them to get his 
permission before taking a second job. 

It would all matter less if the rest of the 
country were not so poor. At least 4m Mo- 
roccans live on less than $1 a day. Rabat, the 
capital, has nine good hospitals, but most 
rural areas—where half the population 
lives—have no natal care. More mothers die 
in childbirth than anywhere else in the Arab 
world. The state spends more on education 
than most countries in the developing 
world, yet one in two Moroccans can neither 
read nor write, a literacy rate that is worse 
than India’s. And in the cities, which are 
flooded with rural migrants, almost one in 
four is out of work. 

King Mohammed and his band of advis- 
ers have promised to revamp the system. Ina 
speech to businessmen last October, the 
king set a 60-day deadline for the state to ap- 
prove foreign investments. But after 60 days 
Fathallah Oualalou, the minister of finance, 
was saying that the royal pronouncement 
was still in the pipeline. The king may be de- 
termined to speed things up but cynics note 
that a similar proposal by a former prime 
minister has been pending for 20 years. 
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However, even with bureaucracy block- 
ing its path, foreign investment is buoyant. 
Morocco’s proximity to Europe and its cheap 
labour make it an attractive place. Western 
companies are competing fiercely for stakes 
in what is probably North Africa’s most ad- 
vanced programme of privatisation. Last 
July, a consortium led by Spain's Telefonica 
paid a hefty $1.1 billion for a second mobile 
telephone network licence, which could tum 
Morocco into the telecoms hub of the region. 
The deal helped Morocco notch up a record 
$1.8 billion in foreign investment in 1999. 

Forthcoming sales include the profitable 
national airline, Royal Air Maroc, a 40% stake 
in Telecom Maroc, the state telecoms com- 
pany, and concessions to supply power and 
water to the country’s main cities. Moroc- 
cans are also counting on their soccer World 
Cup bid for 2006. Driss Benhima, who leads 
this campaign, reckons growth would leap to 
6% if Morocco holds the championship. 

After 20 years of doing business the Basri 
way, Morocco has even begun to tackle the 
backhander culture. The new king’s appoin- 
tees are at least clean, if inexperienced. 
Bribes are less common, and identity cards 
take hours rather than days to renew. Minis- 
ters openly rail against the evils of corrup- 
tion, and some businessmen twitch ner- 
vously at the prospect of ignominious 
corruption trials. 

But many old ways are entrenched. A se- 
ries of public-sector strikes in December 
were suppressed by force. Foreign residents 
wishing to travel abroad—but without their 
car—must first submit their re- 
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since fallen by 10%, with re- 
ports of rich Moroccans mov- 
ing their money abroad. Some 
economists speak of a looming 
crisis. 

When Mr Basri entered 
government in 1974, Morocco’'s 
Gpr per person was about the 
same as South Korea's: today 
South Korea's is about eight 
times as high. This year Mo- 
rocco will have the lowest 
economic growth in the region. 
In 1999, Tunisia grew by about 
5%, while Morocco contracted. 
Bad rains, in a country where 
the harvest can bring huge 
swings in the growth rate, are 
blamed for another probable 
poor showing this year. 

What is going wrong? 
Money is not the problem, 
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The news is good but business ain’t 


Many businessmen are 
ducking out of the red tape— 
and taxes—into the black mar- 
ket. Bankers estimate the infor- 
mal sector now accounts for 
up to half of Morocco’s econ- 
omy. Although official cpr is 
stagnant, analysts point to a 
surge in electricity consump- 
tion as a gauge of actual 
growth. But there are also other 
signs of expansion, above all in 
tourism. Official figures show 
2m people visited Morocco 
last year, up an impressive 18% 
on 1998. 

Even so, the success is rela- 
tive. Nine miles away, the little 
rock of Gibraltar attracts 6m. 
Morocco, stunningly beauti- 
ful, deserves better. 
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Russia’s Putin puzzle 


ST PETERSBURG 


The manifesto of Russia’s president-in-waiting gives few clues about what he 
might do in office, and his past is murky 


ATRIOTISM, efficiency, honesty, deter- 
“mination: such are the virtues that Vladi- 
mir Putin proclaims in his manifesto as the 
presidential election on March 26th looms. It 
is a measure of how little Russians expect 
from their politicians that such words attract 
them, even though the smaller print is vague, 
platitudinous and in places contradictory. 
‘In general terms, the document pub- 
lished: on February 25th and Mr Putin’s re- 


marks to campaign workers this week con-: 


tain a lot of sensible stuff. Russia should shed 
its delusions of wealth and 
grandeur and realise that itis a 
poor and backward country, 
where the top priority is the 
economy. Lawlessness and 
‘bad government are the prime 
causes of poverty; the rule of 
law, properly administered, 
brings prosperity. It is a patri- 
otic duty to be honest. 
All well and good. But find- 
ing specific policies to mend a 
broken country—and making 
them work—will be much 
harder. Here Mr Putin and his 
reformist speechwriters al- 
ready seem to be flailing. His 
ventures into detail are often 
contradictory. Russia can ei- 
ther protect and subsidise its 
antiquated (“strategic”) manu- 
facturing industry, or try to in- 
tegrate itself into the world 
economy, but not both at once. Is the idea to 
preserve Russia’s big monopolies, which Mr 
Putin says he wants, or to let the bankruptcy 
law work for all companies regardless of size 
and influence, which he also wants? Russia 
should put foreign policy beneath economic 
considerations, he argues, but “anyone who 
insults us does so at his peril.” 
Some of this may be the necessary dou- 
ble-speak of an election campaign. Once he 
begins his term of office, presuming that he 
wins, Mr Putin may be able to take the tough 
decisions he frequently demands but has 
been unable, so far, to define. Influential ty- 
coons such as Boris Berezovsky, currently 
gobbling up the country’s aluminium indus- 
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try, may yet find themselves in court or inex- 
ile. But it is still a guess whether Mr Putin will 
try to curb the powers of the “oligarchs”, as 
Russia’s powerful magnates are known, or 
seek to ingratiate himself with them. 

Does he, in fact, have either vision or 
toughness? His biography so far suggests an 
efficient bureaucrat of middling talent—ex- 
cellence in German and judo aside—rather 
than a visionary or natural high-flier. Now 
47, he joined the kes after studying law at 
university and spent the first decade of his 





career snooping on foreigners inside Russia. 
When posted abroad, it was not toa centre of 
cold-war espionage, but to Dresden, in pro- 
vincial East Germany. What he did there is a 
mystery. He visited West Germany often 
enough to land on a visa blacklist, which 
proved inconvenient when he later became 
a deputy mayor of St Petersburg. One Rus- 
sian who knew him in his East German days 
speaks dismissively of him attending to 
“household questions”, meaning just rou- 
tine administration. 

The best available evidence suggests that 
he wrote humdrum political and economic 
reports. Stratfor, a Texas-based private intel- 
ligence outfit, believes he was involved in an 






























important operation to sveal western tech- 
nology. That seems unlikely, unless he cov: 
ered his tracks with remarkable prescience: 
and thoroughness. : 

On returning to St Petersburg in 1990, Mr 
Putin spenta yearas a university bureaucra 
then moved into city government, trying t 
woo foreign investors. Baris Fedorov, a col 
league who later became finarice minister, 
recalls themodesty of hisaccommodation‘a 
cramped, run-down communal flat. Not the 
sort of reward that would have been offered. 
toa man facing a glittering career as a secret. 
puppet-master in Russia’s second city; as 
some now claim he was. 

Mr Putin’s public recerd, inan adminis 
tration marked by corrup:ion and incompe 
tence, was at best mixed. “He was the dam 
age-control officer,” says a colleague from. 
those days. Others rememmer anefficientad-. 
ministrator (admittedly, z rare and valuable 
species in Russia), always polite, but with no 
feel for bigger questions. One western finan 
cier recalls wearily his taste fo 
grandiose but impractical: in 
vestment projects. Keen ona 
tracting big investors, prefera 
bly Germans, he showed rm 
interest in emaller businesses. 
and no real understanding of | 
the benefits of competition, 
But he did broadly align: him- 
self with economic reformers: 
and democrats, such as his old’ 
university mentor Anatoly 
Sobchak, who became St Pete 
ersburg’s mayor in 1991 (and 
whodied last month). ; 

Having run Mr Sobchak’s 
unsuccessful campaign to be 
re-elected mayor in 1996, Mr 
Putin moved to Moscow, land 





Presidential Property Office. 
which has charge of a vast and 
lucrative portfolio of Soviet-er: 
state properties. It was after only two yearso 
self-effacing efficiency in che Kremlin thathe - 
suddenly rose to becomehead of the rsp, the 
domestic successor of the KGB. 
The kindest verdict cn his time in Mos- 
cow is that, given the notorious corruption of . 
Kremlin politics, Mr Putin emerged without - 
visibly dirty hands. He hemself says that his 
training as a spy--“a profession where tak- 
ing bribes is treason’ -inoculated him 
against temptation. Still he started to live 
well. He gota swish new home in Lenin Pros- 
pect, one of the city’s grandest addresses. 
And until last year his two daughters at- 
tended the German government school in 
Moscow, where the annual fees are DM7,600 | 
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($3,800). His family’s officially declared pre- 
tax income last year was 308,866 roubles 
($12,869). 

By Russian standards, Mr Putin is excep- 
tionally well travelled and well informed. He 
is the first Russian leader to have regularly 
taken holidays outside the former Soviet Un- 
ion or to have close foreign friends who call 
him by his nickname, Vova. 

But what lessons has he learned from 
this? Although he respects the orderly pros- 
perity of Germany and Finland, some peo- 
ple who know him doubt his grasp of the in- 
tricate rights and obligations that produce it. 
It is imperial Prussia that he seems to admire, 
not earnest, consensual West Germany. 

When he expresses heartfelt ideas, they 
can sound thuggish: he talks about “rubbing 
out terrorists, even in the shit-house”. His 
sentimental regard for his country’s totali- 
tarian past strikes many as ominous. At a re- 
cent private banquet, he raised his glass dur- 
inga toast to Stalin, He speaks warmly of Yuri 
Andropov, the Soviet leader and KGs boss 
who invented the idea of locking dissidents 
up in psychiatric hospitals. And, as prime 
minister since the autumn and then as acting 
president, his policy towards Chechnya has 
been brutal. 

To be fair, many Russians have trouble 
coming to grips with their country’s horrible 
history. Mr Putin clearly sees that creating 
the strong Russia he wants requires prosper- 
ity, and that the current system does not pro- 
duce it. Whether he can make a difference is 
another matter. So far, his career, in keeping 
with post-communist Russia, has been 
marked by cronyism and authoritarianism. 
If and when he is in charge, he may of course 
change. Or not. 
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Poland 


Doubts set in 


WARSAW 


HE Poles have been braver and more co- 

herent in building a post-communist 
economy than most others in what used to 
be the Soviet-dominated world, but their 
government is dangerously rent by divisions 
between and within its coalition partners. 
Barely a fifth of Poles, if pollsters are to be be- 
lieved, now back their rulers. The number of 
Poles who say they think Jerzy Buzek, the 
prime minister, is doing a good job has 
slumped precipitously too. 

Persistent scandals have put the govern- 
ment on the defensive. The latest, this week, 
saw the sports minister, Jacek Debski, forced 
out of office amid the sort of recrimination 
within Solidarity, the main chunk of the rul- 
ing coalition, that has become all too fre- 
quent. Mr Debski alleged that a top Solidar- 
ity figure had ordered him to dig up 
“anything damaging” on Poland’s ex-com- 
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Can Buzek claw back? 


munist president, Alexander Kwasniewski, 
who was the sports minister a decade ago. 
Mr Kwasniewski’s people were outraged. But 
Solidarity’s people, it turned out, seemed to 
mistrust Mr Debski just as much. 

Solidarity remains badly split on matters 
a lot more important than sport—econom- 
ics, for instance. Witness a row earlier this 
year that almost cost the treasury minister, 
Emil Wasacz, his job. And the market- 
friendly finance minister, Leszek Balcerow- 
icz, the chief generator of reform, whocomes 
from the liberal part of the coalition, is still 
hamstrung by more cautious souls within 
the government. 

Mr Wasacz, whois in charge of privatisa- 
tion, narrowly escaped being ousted in a 
parliamentary no-confidence vote put for- 
ward by no fewer than 74 of his Solidarity 
colleagues. The rebels accused him of “sell- 
ing off Polish banks to foreigners”, a phrase 
calculated to win support among poorer 
and more nationalist Poles. Not all of those 
who voted to eject him were chiefly worried 
about privatisation, which is still going 
steadily ahead. A vaguer concern about offi- 
cial corruption stoked up the row. 

In any event, economic reform has been 
looking increasingly sticky. Mr Balcerowicz 
has already had to play an alarming game of 
brinkmanship when his plan to lower the 
top rate of income tax (from 40% to 36%) ran 
into fierce opposition. Several months ago he 
lost the first round of that fight, but won the 
argument for a tight budget later this year, 
and said he would stay on. More recently, he 
has said he will have another go at making 
income-tax cuts. It has been striking—per- 
haps worrying—how much faith foreign in- 
vestors appear to put in one man. 

And Poland has yet to tackle its most di- 
visive economic problem of all, the reform of 
agriculture. European Union negotiators try- 
ing to pave the way for Polish entry into the 





club say that the Poles, in this area and in 
others, are lagging increasingly far behind 
the Hungarians and the Czechs. 

The troubles of Messrs Wasacz and Bal- 
cerowicz illustrate the division between re- 
formers and doubters. The reformers include 
Mr Balcerowicz’s Freedom Union and the 
free-market wing of Solidarity. Pitted against 
them are the ex-communists, who now call 
themselves the Social Democrats, and Soli- 
darity’s trade-union wing. The reformers say 
that pain today means prosperity tomor- 
row. The other side says that the level of pain 
is already unbearably high and that, for or- 
dinary Poles, tomorrow never comes—while 
the new managerial class is getting ostenta- 
tiously rich. Rural Poland, says the ex-com- 
munists’ leader, without much exaggeration, 
isa “sea of misery”. 

All is not lost. The government should 
this year still be able to sell about 100 large 
enterprises worth $5 billion and spruce up 
others, notably the state airline Lor, for fu- 
ture sale. Of the four big areas of reform— 
welfare, education, regional government 
and health—improvement is perceptible in 
all but health, which remains a mess. 

But Polish politics is jittery. There was a 
small cabinet shuffle in February. The prime 
minister remains in the “coalition of fear” 
only because his opponents know that its 
members would be incapable of agreeing on 
a replacement. So Messrs Balcerowicz and 
Buzek sit tight. But people in Warsaw are 
wondering how long the coalition can keep 
lurching forward like a leaking boat with a 
quarrelling crew in a stormy sea. 


Austria and Europe 


Poker game 


BERLIN 


CYNICAL tactical retreat? A humiliating 

climbdown? Or a self-sacrificing at- 
tempt to end a damaging boycott of his 
country? Whatever the motives of Jorg 
Haider, who suddenly resigned on February 
28th as leader of Austria’s far-right Freedom 
Party, the European Union's 14 countries 
(bar Austria) say that nothing has changed. 
Their bilateral sanctions brought in a month 
ago—bilateral because the eu as such cannot 
do anything drastic without Austria’s co-op- 
eration—would remain in force; the protest 
against the Freedom Party’s presence in the 
Austrian government was as firm as ever. 
“The key question is not the personality of 
Haider,” said Antonio Guterres, the prime 
minister of Portugal, which now holds the 
Union's rotating presidency. “It is the nature 
of the party.” 

One of Mr Haider's sharpest critics, 
Louis Michel, Belgium’s foreign minister, 
said that the resignation meant that the £u’s 
boycott was working. “We must continue 
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IKULAS DZURINDA, the Slovak 

prime minister, winces when asked 
what he thinks of Jörg Haider. “A very hard 
question,” he says after a long pause. “I'm 
certain Austria will stay democratic. But”, 
he adds, “demagogues are frightening. 
Imagine the trouble they could cause if 
they got hold of our Gypsy question.” 

Indeed. If the politics of hate were to 
make a comeback in lands to the east of the 
present eu, Gypsies could be prime targets. 
When Mr Haider's supporters deride Slo- 
vakia, they invariably have 
Gypsies in mind. If Slovakia 
joined the Union, say some 
Haiderites, incoming Slova- 
kian Gypsies would become 
a problem for Austria. In the 
past few years, several thou- 
sand of them have sought 
asylum in the £u, particularly 
in Finland and Britain. 

Though Romania has the 
largest number of Gypsies 
(also known as Roma) in Eu- 
rope, Slovakia has the highest 
proportion: some say they 
are nearly a tenth of Slova- 
kia’s population of 5m. And 
the average of 4.2 children per Gypsy fam- 
ily, compared with 1.5 for other Slovaks, 
means that by the last quarter of this cen- 
tury there might be as many Gypsies as 
ethnic Slovaks. 

The plight of Slovakia’s Gypsies has 
long been grim. But since communism 
ended, it has become even grimmer. Four 
out of five have no job. Life expectancy is 
falling, illiteracy rising, crime rife. Tubercu- 
losis is again common in Gypsy villages. 


Slovakia’s 





this policy of isolation to make [Austria’s] 
government and coalition collapse.” But 
Austria’s socialists, in opposition for the first 
time in 30 years, have dismissed the resigna- 
tion as just “one of Haider's many tactical 
ruses”. The man who built up the Freedom 
Party over the past 14 years from a marginal 
faction into Austria’s second force is bound, 
they say, to goon calling the party’s tune. 
Other Austrians are less sure. Some think 
Mr Haider had begun to realise that his more 
provocative statements, including those 
made years ago, against “Europe” and for- 
eigners were undermining the government 
he had helped install. His main proclaimed 
aim has always been to break the mould of 
the old two-party system that perpetuated 
patronage and privilege. With or without 
him as formal head of the party, the mould 
will—if the coalition survives—have been 
broken. “I don’t think it is a game or tactical 
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Large families, sometimes 14-strong, often 
cram into squalid shacks that used to 
house three or four people. 

Gypsy children are particularly vul- 
nerable. Few get much education. One 
study reckons that only 3% of them finish 
secondary school. In primary school, they 
start off with social and linguistic disad- 
vantages that are hard to redress. Some 
speak little Slovak, are ill-fed and do not 
know how to use soap or cutlery. Many of 
them, including bright ones, are sum- 





marily dumped in special schools for the 
mentally handicapped. An extra founda- 
tion year at the start of primary school, 
known as “zero grade”, has been tried suc- 
cessfully in some places, so the govern- 
ment hopes to offer it to Gypsy children 
across the country, starting this autumn. 
But persuading their parents to keep them 
at school after 14 is harder. Slovakia’s presi- 
dent, Rudolf Schuster, thinks that special 
boarding schools might be set up. “It’s often 


move,” says Wolfgang Schüssel, Austria's 
new chancellor and head of the coalition’s 
mainstream conservative People's Party. “It 
is a serious effort to ease the pressure against 
the government.” 

Others say that Mr Haider's move 
should be taken at face value, but for differ- 
ent reasons. “He knew he was creating too 
many difficulties,” says Peter Ulram, a mar- 
ket researcher in Vienna. “Whatever he said, 
no one believed him any more. His party, 
which had been attracting 33% support in 
January, has fallen back to around 27%. 
When you step down as party leader, you 
automatically lose power. I think he has real- 
ised he will never become chancellor.” 

That, however, is a minority view. Most 
Austrians believe that the ambitious, unpre- 
dictable Mr Haider is just distancing himself 
from unpopular reforms mooted by the new 
government—public-spending cuts, raising 






Gypsy children...and their neo-Nazi taunters 


impossible for Gypsy children to learn at 
home,” he says. 

Since taking office in 1998, the ruling co- 
alition government, which replaced a 
more nationalistic one that included a vi- 
rulently anti-Gypsy (and anti-Hungarian) 
party, has tried to tackle tne problem. One 
reason is that the eu wil! not let Slovakia 
into its club until it is satisfied that the 
country’s Gypsies are being given a fair 
deal. So Slovakia has held intemational 
conferences on the mater, has listened 
hard, and doled out cash for schemes ap- 
proved by Gypsies themselves. 

But the Gypsies do not always help 
their own cause. Slovakias have at least 13 
political parties, which 
spend as much time fighting 
each other as trying to im- 
prove their people's lot. And, 
abject as most Gypsies are, 
for many cf them theft is, 
sadly, a way of life. Mr Dzu- 
rinda recounts, with evident 
sympathy, how poor Slovak 
farmers often accost him 
with tales of how crops and 
animals, even pet dogs, have 
been stolen by Gypsies. 
“They have sears in theireyes. 
They want © know who will 
pay for their chickens.” 

All the same, most Slo- 
vaks still seem loth to give their Gypsy citi- 
zens a chance. Michal Vasecka, who stud- 
ies Gypsies at a Slovak think-tank, tells 
how people, in reply to his questionnaires, 
often add their own suggestions: “Send 
them to the gas-chambers!” “Back to In- 
dia!” “Kill them!” and so on. Yet even the 
better-disposed sort of Siovak politicians, 
such as Messrs Dzurinca and Schuster, 
flatly deny that their countrymen are prej- 
udiced against the Gypsies at all. 





the retirement age, and soon. He may thinkit 
wiser to be free to carp from the wings, then 
ride in as a white knight to rally the faithful 
for the general election due in 2004—and 
win the chancellorship. 

Mr Haider’s own exolanation is that he 
wanted to quash the constant claims that 
Freedom Party ministers are sure to be pup- 
pets manipulated by a “shadow chancellor” 
in Carinthia, the moun-ainous province of 
which he remains govenor. But he says he 
will continue to “advise” the party’s people 
in office in Vienna. He hes certainly notruled 
out a possible future bid to be chancellor. 
And he has nominated ane of his closest and 
most devoted lieutenants, Susanne Riess- 
Passer, now Austria’s vice-chancellor, to suc- 
ceed him. She has made it plain that she will 
continue to rely heavily on Mr Haider's guid- 
ance and support. 
= 
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Germany 


Liberals up 


BERLIN 


HE Free Democrats, Germany’s little 

band of liberals, may be doing it again. 
Having been written off after a string of dis- 
mal results in several state elections last au- 
tumn, they bounced back in Schleswig-Hol- 
stein’s election on February 27th with nearly 
8% of the vote, the party’s second-best tally in 
a state poll since the second 
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For one thing, their liberal economic 
views make a more natural fit with those of 
the Social Democrats now that the latter 
seem to be moving towards the centre. Take 
the paper jointly published last year by the 
Social Democratic chancellor, Gerhard 
Schroder, and Britain’s Tony Blair, which ar- 
gued for a smaller state, lower taxes and 
more individual responsibility—and which 
caused such a stir in Germany. Most of it, say 
the liberals, was lifted from their manifesto. 

Besides, Social Democrats and Free 
Democrats have been rubbing along quite 
happily in coalition in the 





world war. Two months 
ago, many Germans reck- 
oned the Free Democrats 
would not survive into the 
2ist century. Now, thanks 
largely to a slump in sup- 
port for the scandal-ridden 
Christian Democrats, poll- 
sters say they might creep 
up to 10% in a general elec- 
tion, three points ahead of 
the Greens, who overtook 
them six years ago to be- 
come Germany’s _ third 
force. Could the Free Dem- 
ocrats recover their old role 
as king-makers, which enabled them to run 
the foreign ministry for 29 years in a row? 

It may help that they are getting less 
fussy about whom they would be prepared 
to chum up with. Though they have nearly 





Dynamic Westerwelle 


Rhineland Palatinate, one 
of Germany’s richer states, 
for the pastnine years. They 
may decide to do the same 
after the election in North 
Rhine-Westphalia, Ger- 
many’s most populous 
state, in May. Why not at 
federal level too? 

Over half the Free 
Democrats’ current voters 
are said to be keen. One 
snag, though, is that Mr 
Gerhardt, who was loyal to 
the long alliance with Mr 
Kohl’s Christian Demo- 
crats, is dead against. The Social Democrats’ 
policies, he said this week, are still “very far 
from our own.” 

But Mr Gerhardt is no longer secure as 
head of the party. Even in Hesse, his home 
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always polled well under state, there have been rum- 
10% in generalelections,just | Downs and ups blings. On March 4th, on a 
once getting 13%, they have | National voting intentions, % crucial local issue, the 
been in government for all, | (70n-comparable scales) party’s rank and file are ex- 


but six of the 51 years of the 
German federal republic. 
This has mostly been in 
partnership with the Chris- 
tian Democrats—but also, 
for more than a decade 
from 1969, with the Social 
Democrats. ‘ 

Since then, the Free Si SiN 


Social 
Democrats 









50 pected to vote against Mr 
Gerhardt’s express wishes. 
40 Though still loyal to the idea 
of teaming up with the 
30 Christian Democrats in na- 
tional politics, he thinks 
20 they should bunk out of 
their coalition in Hesse 
with the Christian Demo- 


Christian 
Democrats* 





Democrats have sat well to 
the right. That is where 
Wolfgang Gerhardt, the 
party’s stodgily amiable 
leader since 1995, feels com- 
fortable. Now, other lead- 
ing liberals, including a for- 
mer chairman, Count Otto 
Lambsdorff, have begun to 
suggest that they should 
again cosy up to the Social 
Democrats—the only party, 
in his view, that will wield 
power in the foreseeable future. Because the 
Germans seem to like having more than one 
party in government, the Social Democrats, 
the argument goes, will always need a co- 
alition partner to sit beside them. And why 
not the Free Democrats in place of the ob- 
streperous, awkward Greens? 
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“includes Bovaria’s slags 9 Social Union 


cratic premier, Roland 
Koch, because of yet an- 
other party-finance scan- 
dal. Most liberals in Mr Ger- 
hardt's own state disagree. 
Guido Westerwelle, the 
party’s young and dynamic 
general secretary, is waiting 
in the wings for Mr Ger- 
hardt to go. 

But a future marriage 
with Mr Schréder’s Social 
Democrats might not be 
easy. And the Greens would, of course, furi- 
ously resist the idea. Moreover, so would 
many Social Democrats. “I don’t flirt any 
more,” Mr Schröder declared firmly this 
week. But the four-times-married chancellor 
has been known tochange his mind before. 
a 
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France 


Faux pas or not? 


PARIS 


GHAST, the French watched on televi- 
sion last week as angry Palestinians 
stoned their prime minister, Lionel Jospin, 
and battered his armour-plated Mercedes. 
Later, at a press conference with Yasser Ara- 
fat, the Palestinian leader, the cameras 
picked out a small patch of congealed blood 
on the back of Mr Jospin’s head, showing 
through his silver hair. The protesters had 
been incensed by Mr Jospin’s declaration to 
reporters in Jerusalem that the attacks by 
Lebanon's Hizbullah fighters on Israeli sol- 
diers occupying southern Lebanon were 
“terrorist” acts. With that single adjective the 
prime minister had managed to enrage not 
just the Palestinians and the Lebanese, but 
also France’s President Jacques Chirac. 

By tradition, though not by explicit con- 
stitutional diktat, foreign policy is the French 
president's preserve. In the Middle East, ever 
since 1959 when de Gaulle ended nuclear co- 
operation with Israel, this has meant takinga 
“balanced and impartial” view, as Mr Chirac 
describes it, that at times is almost as pro- 
Arab as America’s policy is pro-Israeli. More- 
over, since Mr Jospin is a Socialist and Mr 
Chirac a conservative, the use of that single 
word “terrorist” threatened to undermine 
the delicate political cohabitation of presi- 
dent and government which, since 1997, has 
worked remarkably smoothly. 

Did Mr Jospin make a “gaffe”, as the cen- 
tre-right claimed, or was it a deliberate deci- 
sion? Probably the former. On his three-day 
visit to the Middle East, the prime minister 
subsequently talked more mildly of “acts of 
war”. But his supporters say that Mr Jospin 
simply “called a cat a cat.” They note that, a 
month earlier, Mr Jospin gave a speech to the 
Socialist faithful in which he declared: “You 
can always tell yourself that we could do bet- 
ter and be more forceful... notably, perhaps, 
in foreign policy.” Mr Jospin, hoping to oust 
Mr Chirac at the presidential election due in 
2002, may think it will do no harm to show 
the voters an independent streak—on this 
occasion, by supporting the only real de- 
mocracy in the Middle East,and one now led 
bya fellow Socialist. 

Either way, the bloodied Mr Jospin was 
determined to appear unbowed. On his re- 
turn to Paris on February 26th, he ignored Mr 
Chirac’s summons to the Elysée Palace—the 
president had to track him down by tele- 
phone to deliver his words of rebuke—went 
out to dinner with his wife, and declared 
that the president would have to wait to see 
him until their regular Wednesday meeting. 

For now, matters seem to have been 
calmed. The prime minister, his aides an- 
nounced, has no intention of stepping on the 
president's turf. There has been no change in 
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French foreign policy. The intent was simply 
tolay blame for the blockage in the search for 
a Middle East-peace where it belongs: on 
Syria, which, with Iran, sponsors Hizbullah. 

Nor, Mr Jospin spelled out in a clever 
speech tothe National Assembly on Febru- 
ary 29th, does the government want to un- 
dermine cohabitation. Indeed, if there was 
ever a genuine threat to cohabitation, he ar- 
gued, it was in 1986-88. At that time President 
François Mitterrand, a Socialist, was an op- 
ponent of America’s “star wars” project, ar- 
guing that it would lead to an arms race and 
weaken the system of deterrence. Yet the 
prime minister of the day was a firm star- 
wars supporter. And who was that prime 
minister? Mr Jospin did not need to name 
him: his audience knew full well it was a cer- 
tain Jacques Chirac. 

All of which has enabled Mr Jospin to 
emerge from the fiasco better than he might 
have done. The trouble for him is that so has 
Mr Chirac. The president has appeared dig- 
nified by declining to criticise Mr Jospin di- 
rectly before a public which, the polls show, 
generally disapproves of the prime minis- 
ter's recent Middle East foray. The presi- 
dent's men note politely, but firmly, that Mr 
Jospin’s belated interest in foreign affairs is a 
distraction from his unfulfilled duties in im- 
plementing reforms at home. 


Norway and Sweden 
New brooms? 


STOCKHOLM 





WO new would-be leaders in Norway 

and Sweden are trying to put the jitters 
into their governments. But Norway’s La- 
bour candidate for prime minister, Jens Stol- 
tenberg, who has had the job for only a few 
weeks, already looks much closer to achiev- 
ing the goal of power than does Bo Lundgren, 
the Swede who has led his country’s rightish 
Moderates in opposition since Carl Bildt 
stepped down last autumn. 

Mr Stoltenberg is seeking to be Norway's 
answer to Tony Blair. At 40, he is able, good- 
looking, modern-minded, media-friendly 
and keen to get Norway into the European 
Union. (He also happens to be the son of a 
former foreign minister.) Last month he re- 
placed the rather staid Thorbjorn Jagland as 
Labour’s candidate for prime minister, 
though not yet as party leader. The opinion 
polls quickly surged by seven points, giving 
Labour a sturdy 38%, against 16% for Nor- 
way’s ever shakier three-party coalition gov- 
emment led by a sometimes glum clergy- 
man, Kjell Magne Bondevik, and his 
Christian People’s Party. Women voters, es- 
pecially, are said to like Mr Stoltenberg. 

An acrimonious television debate this 
week between Messrs Stoltenberg and Bon- 


-= devik on the country’s use of energy fore- 
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SAN REMO 


T ISa sleepy town on the Italian Riviera, 

full of flowerbeds, dozy little hotels and 
pottering pensioners. Yet at the end of ev- 
ery winter it brightens up, and the whole 
of Italy sits up and watches it. Night after 
night, in late February, state television 
gives relentless prime-time coverage of the 
Festival della Canzone Italiana, Italy’s 50- 
year-old songfest, in San Remo. This year, 
on the last night, 16m Italian televiewers 
tuned in. 

Even prime ministers are obliged, it 
seems, to take San Remo seriously. One of 
this year’s guest stars was a singer known 
as Jovanotti. A few hours after belting out 
a song called “Cancella il Debito!” (“Can- 
cel the debt!” ), a plea for the world’s poor, 





shadows a parliamentary one, due next 
week, on the same topic. It may become a 
vote of confidence, which might even push 
the government over. Mr Stoltenberg would 
then be odds-on for prime minister. 

Mr Lundgren’s outlook is a lot less 
chirpy. Since taking over from the sharp- 
edged Mr Bildt, he has struggled to make an 
impact. Chosen as a safe pair of hands ahead 
of two younger women, Chris Heister and 
Gunilla Carlsson (a lively Euro-mp), Mr 
Lundgren, long a close colleague of Mr Bildt, 
comes over as wooden. 

Besides, it is his bad luck that there areno 
clear issues on which to confront the co- 
alition government led by Goran Persson 
and his Social Democrats, who have kept 
their Green and ex-communist partners un- 
der control while overseeing an economy 
that grew last year by more than 3.5%. The 
Moderates have long been more Europe- 
minded than the Social Democrats and 


Crooning back to Italian happiness o Lo 


“tury ago, Italy was a country of small 
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he was sitting in MassimotY’ Alema ssid 
in the Palazzo Chigi, in Rome, still weari 
his scruffy trade-mark baseball cap, k 
turing an attentive prime minister on 
eign policy. The opposition complain 
that Mr D'Alema was using San Remo 
get free air time. 

Why are Italians so crazy about bh 
festival near the border with France? Itcer- 
tainly has nothing to do with the mus 
The best singers, such as Andrea Bocelli 
and Paolo Conte, now give the place,and | 
its tacky floral displays, a wide berth. The 
competitors are mostly young hopefuls, 
plus a few old sweats in the dusk of their. | 
careers. 

The real pull is nostalgia. Half a.cen- 


towns and villages, where farming and 
crafts provided most people's livelihood, 
San Remo reminds peopie of that happy, 
simpler, time. Most villages had an an- 
nual fair, known as a sagra. Tackiness was ` 
part of its charm. In the days before (a | 
bit more) equality of the sexes, the pret- 
tiest girl in the village was expected to. 
flounce around on the stage and to 
ask the plump village mayor to. | 
step up alongside her, In these 

days of ubiquitous imported » 

rap and rock pulsating in bars 
and cafés, many Italians evidently 
find it reassuring, from time to time, ~ 
to wallow in the old-fashioned, soothing, 
home-made lilt of “ti amo, ti amo” (I love 
you). Itis an annual ritual step back into 
childhood innocence, and no one~ - 
not even Mr D'Alema—can ad- 
mit to not loving it. 


Sorcerer i 


think Sweden should join the euro; but the 
Social Democrats now seem to be edging 
cautiously in the same direction. The latest 
opinion polls have about 44% of Swedes i in 
favour, and 39% against. 

Recently, Mr Lundgren criticised. Mr 
Persson for too hastily—as he saw it--joining 
Sweden's fellow eu countries in trying to iso- 
late Austria when Jörg Haiders Freedom 
Party joined its government. But this is 
hardly an election-winning view. 

The most daring of Scandinavia’s right- 
wingers these days is perhaps Norway's Per: 
Kristian Foss, a youthful leader of the Con- 
servatives, which is the country’s second- 
largest opposition party. After Mr Foss de- 
clared himself to be homosexual, he easily 
won election earlier this vear as party boss iri 
Oslo, the capital. Now some Norwegian 
pundits think that he could become thei: 
party’s next national leader. a 



















E MAY well be the cleverest, most liberal and most engaging 

politician to have headed the European Commission in the 
past 20 years. And he may yet put his undoubted qualities to good 
use there. But for the moment Romano Prodi still has the unhappy 
air of a man trying to get to grips with his job, and failing, 

Of course, these are early days. But the first 100 of them have 
long passed since Mr Prodi and his commission took office in Sep- 
tember. The mutterings continue, flatly denied by the president 
himself, that he would rather be back in Italy, where he was once a 


list the things for which he has drawn criticism in Brussels than the 
things for which he has drawn praise. 

His supposed gaffes include an off-the-cuff suggestion that 
Muammar Qaddafi, the Libyan dictator, should visit it Brussels; and 
a bid to foist a wide-ranging ie on 
to this year’s EU constitutional confer- 
ence, when most governments want to 
keep the thing short and simple. 

Yet these and other matters have 
been at most misjudgments, not cardi- 
nal sins. In each case there was some- 
thing to be said for Mr Prodi’s ap- 
proach. None would even have stuck 
in the memory, had the commission 
been making news in other, more 
plaudit-winning, ways. 

And here lies the other half of the 
problem. It is not something that can 
fairly be blamed on Mr Prodi alone. 
Whether he is a good leader may be al- 
most beside the point. The main ques- 
tion is whether the commission, how- 
ever led, has anywhere new and 
interesting to go. 

Mr Prodi must have thought so 
when he took the job. But the Euro- 
pean Union has been changing direc- 
tion in the past decade, moving away 
from its historic reliance on the com- 
mission and towards projects. under- 
taken directly among governments. 
The euro is managed by an indepen- 
dent central bank in Frankfurt. The 
nascent common foreign and security 
policy is run directly by governments. So,emphatically, will be the 
proposed European defence identity. Inter-governmentalism, as 
the jargon goes, is what counts. 

The commission, meanwhile, is left mainly. with tedious and 
unpopular jobs invented when the Union was chiefly a mere 
“economic community”. It is also trying to reform its own work- 
ings,a vast and thankless task that has shot up the agenda since the 
previous president, Jacques Santer, was driven from office last 
year by an accumulation of carelessness and petty scandals. 

Mr Prodi makes some sensible noises about these present re- 
alities. He applauds “subsidiarity”, meaning that the commission 
should not try todo things that national and local governments 
can do perfectly well for themselves. He worries that the public 
has “lost faith” in the European institutions, and not only because 
of the previous commission’s lapses: he blames mainly the failure 
of eu employment policies, though it is not clearhe has much idea 
how to make a success of them. 

He is very far from being a megalomaniac, in other words. But 





Romano Prodi, looking for an idea for the EU 


quite successful prime minister. And it is disconcertingly easier to ` 








his instinct is still to build, not to dismantle. The commission is 
“his” institution, so he wants to push it back into the first rank of 
Europe-builders, alongside—or, better still, some way ahead of— | 
national governments. He has been hunting for a big idea with | 
which to stamp his presidency: last month he unveiled a candi- | 
date, though it was so vague and complicated that it was scarcely | 
recognised as such. It is the “governance” of Europe, which, in Mr | 
Prodi’s view, requires remaking in its entirety from first principles. | 
A white paper is promised next year. | 

Explaining the concept to the European Parliament recently, | 
Mr Prodi described “a networking arrangement”, embracing na- | 
tional, regional and European authorities, “with all levels of gov- | 
ernance shaping, proposing, implementing and monitoring policy 
together.” The key to it all, naturally, would be a new-look Euro- | 
pean Commission that could, he ar- | 
gues, serve as “a political driving force | 
to shape the new Europe...moving | 
away from the more traditional tasks it | 
has performed until now.” | 

A fair try, and no doubt Mr Prodi | 
will have his thesis worked up into | 
some more persuasive form by the | 
time his white paper emerges. Butifhe | 
seriously thinks the governments of | 
Europe want to reinvent themselvesas | 
a “networking arrangement” with the 
commission as a “political driving 
force”, then something in the Brussels 
air has got to him. The governments of 
Europe would like the European Com- 
mission to keep its books in order, its 
ambitions in check, and to bother their 
voters as little as possible. 

All this might count as harmless 
sparring, save that Mr Prodi does not 
need big new ideas to mark his presi- 
dency. He inherits a big idea that is on 
its way to being realised, and which is 
probably the best idea the eu has had 
since its founding. It is the enlargement 
of the Union to encompass the coun- 
tries of Central and Eastern Europe. 
The commission is in charge of run- 
ning the negotiations. 

Mr Prodi supports enlargement enthusiastically. itis one thing l 
he clearly does like about his job. But what he seems to miss is that | 
other big ideas—on the governance of Europe, for example—will | 
be a distraction. They may even be a dangerous distraction if they | 
irritate voters and so make £u governments less inclined to take | 
political risks in the European interest-and enlargement is | 
controversial enough to count as a big risk in many countries, no- | 
tably in Germany. | 
So forget governance, or reform, or anythingelse. Assuming Mr | 

| 
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Prodi does stick it out in Brussels, the real test for his presidency 
should be whether he can concentrate on the job in hand, and per- 
suade the eu’s governments that the Union is ready to begin this 
next enlargement in 2004, the last year of his term. History would 
remember him for that, and fondly. So:too would the candidate 
countries. Unloved as he may feel now, he could look forward to 
becoming the first commission president ever to enjoy mass 
popularity anywhere. And that, surely, would do more for his in- 
stitution’s power and standing than any big new idea ever could. 
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Why work with a multitude of companies to solve your E-Business problems, when there's one that does it all? 
PricewaterhouseCoopers provides complete E-Services for companies big and small. Just ask the one in every tour Fortune 50 
companies that have turned to our consultants for their E-Business solutions, They choose to work with us because we integrate 
E-Services into an all-around business strategy designed to transtorm entire companies, To uncover new markets and Customers 
To reshape operations and processes. To empower employees. To influence policy and regulation, To strengthen privacy and 
security, And, of course, to improve the bottom line, It's a strategy that has served our cl ents, Fortune 500 and otherwise, extremely 
well. For the most advanced E-Business services on the planet, the equation is simple: E=PwC. To see how PricewaterhouseCoopers 
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INNOVATIVE, SCALABLE AND RELIABLE SOLUTIONS 


AT INTERNET SPEED. 





PricewaterhouseCoopers is adept at helping clients answer the most difficult questions: 


How should potential channel conflicts be managed? 

How should | leverage my existing brands, or create new ones? 

How can | use E-Business technology to seamlessly integrate my supply chain? 

How can a world class and scalable infrastructure be built quickly to support my E-Business? 
How can | guarantee safe financial transactions over the Internet? 


Here are a few of the innovative solutions we’ve created for our clients: 


We created a web-based E£-Solution for the world’s largest procurer of goods and services. 

We helped one of the most successful dot-com IPOs evaluate key processes for a new business concept. 

We are powering the online presence for one of the most recognized names in the music industry. 

We helped one of the biggest drugstore chains become the biggest online. 

We teamed with a leading global consumer electronics company to transform them into a powerful 
multimedia force on the Internet. 

We are developing a new model of E-Cash for one of the largest global financial organizations. 


Some of the strategic partners who help us provide you with complete E-Business solutions: 


Art Technology Graup Extricity Software Microsoft Siebel Systems 


BroadVision Intershop 


CommerceOne 


Documentum 


i2 


methodfive 


mySAP.com 
Opus360 
Oracle 


PRICEWATERHOUSE( COPERS 


Join us. Together we can change the world. 


www.pwcglobal.com/e-showcase 


Spaceworks 
Studio Interactive 
Vignette 


2000 PricewaterhouseCoopers. PricewaterhouseCoopers reters to the ini lividual member firms ot the worldwide PricewaterhouseCoopers organization All rights reserved. 


BRITAIN 








The general snea 








away 


His departure was shabby, but he leaves behind a legal landmark 


HE Pinochet saga ended as it began, in 

confusion and muddle. As protesters 
and cameramen huddled near General Au- 
gusto Pinochet's rented house outside Lon- 
don, early on the morning of March 2nd, 
speculation swirled about the former Chil- 
ean dictator's fate. Why had the Chilean air- 
force jet that had been waiting at a British 
military base to carry him home suddenly 
take off? Was Jack Straw, the home secretary, 
really about to release him, as widely ex- 
pected? Would opponents succeed in 
mounting yet another round of last-minute 
legal challenges to stop his departure? Or 
had the general, in fact, already sneaked out 
of the house by some back route, under the 
noses of demonstrators and journalists? 

That, ultimately, is what happened. 
Soon after Mr Straw’s decision to release him 
was announced, a police motorcade slipped 
away from the general's Surrey mansion and 
secretly escorted him to another airfield to 
board the Chilean jet. In the early aftemoon 
the plane took off for home, carrying him 
away from Britain for good. 

It was an unnecessarily shabby end toan 
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extraordinary legal case which, for all its 
twists and turns over nearly 17 months, has 
proved a landmark in international law. Hu- 
man-rights campaigners, victims and their 
relatives, and prosecutors in Spain, Belgium, 
Switzerland and France, who were all seek- 
ing the general's extradition, were bitterly 
disappointed at the sudden denouement. 
And yet they should console themselves 
with the thought that the entire Pinochet af- 
fair, despite the 84-year-old general’s escape, 
represents a huge step towards bringing fu- 
ture Pinochets to justice. 

Mr Straw’s handling of the general's re- 
lease seemed to reflect not only legitimate se- 
curity concerns, but also an indecent haste to 
slam the door on any final legal challenges to 
his decision. There seemed no good reason 
for him to have announced his decision at 
8am, and then to have aided the general's 
hurried departure, except to frustrate any at- 
tempt by the general's opponents to get the 
High Court to review his decision. Mr Straw 
could have given all concerned parties in the 
case 24-hours notice of his decision, as many 
expected him to do, and still managed to es- 


cort the general out of the country without 
any security problems. 

This would not only have been fairer, 
but it would also have bolstered his oft-re- 
peated claim to be acting “quasi-judicially” 
rather than politically, Until the day of the 
general’s release, this seemed plausible. Mr 
Straw has scrupulously taken legal advice ev- 
ery step of the way, and carefully intervened 
only when required to do so by law. But his 
apparent determination to hurry the general 
out of the country now casts something of a 
shadow over his motives. 

Moreover, it may have been unneces- 
sary. Along with his decision he published a 
long, closely reasoned explanation for it 
which probably would have withstood any 
legal challenge. General Pinochet's depar- 
ture might have been delayed a few days ora 
week by another High Court hearing, but Mr 
Straw’s decision to release him probably 
would have been endorsed by the judges. 

In his reasons, Mr Straw carefully consid- 
ers one after another the objections raised to 
the general’s release on health grounds, and 
answers them. He reviews in detail the con- 
clusions of the medical team which exam- 
ined the general at Mr Straw’s request, stress- 
ing that the doctors, selected on the advice of 
Britain's chief medical officer, were indepen- 
dent, eminent and had no axe to grind. Their 
conclusions were clear: the general had suf- 
fered a series of strokes last October which 
had impaired his mental capabilities to the 
point that he would not be able to follow or 
participate in a trial.Given his age and condi- 
tion, he was not expected to recover. 

Mr Straw argues that the doctors con- 
sulted by Spain and the other three govern- 
ments seeking extradition have not exam- 
ined the general or studied his medical 
records, and that the objections they have 
made to the British medical report are not 
relevant. Mr Straw has also consulted Spain 
on its procedures for deciding fitness for trial 
and concluded that they are broadly similar. 
“It is reasonable to assume that if Senator Pi- 
nochet were to be extradited to Spain, a trial 
there on the merits of the charges against 
him would be found impossible.” 


Mr Straw goes on to say that he is well ` 


aware that his decision to halt the extradi- 
tion proceedings against the general means 
“that he will probably not be tried any- 
where” and that he has given great weight to 
the sense of injury this will cause to those 
who suffered human-rights abuses in Chile 
in the past. If there were any chance of the 
general's condition improving, he would not 
have stopped the case. But he stresses that, 
under English law, he had a duty to take a 
view of his fitness for a trial which “however 
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desirable, is no longer possible.” 

The general's supporters were, of course, 
jubilant. And the general himself, even with 
his mental impairments, must be hugely re- 
lieved. But neither has much cause to cele- 
brate. The general came to Britain in 1998 as a 
respected head of state, with flunkies bow- 
ing and scraping. He left a reviled figure, des- 
perate not to face his accusers in court and fi- 
nally deemed too mentally feeble to do so. 
He may still face charges in Chile (see page 


Unemployment 


48), and his political role there seems over. 

Amid the confusion surrounding his de- 
parture, the true significance of his case 
should not be forgotten. Britain’s Law Lords 
ruled for the first time, in a decision likely to 
be followed elsewhere, that not even a for- 
mer head of state, is immune from prosecu- 
tion for torture and crimes against human- 
ity. Whatever the fate of the general himself, 
that decision, along with the brutalities of his 
regime, is now part of his legacy. 


On yer bike, part two 


The economy is thriving and employment is at a record high. Even so, thinks 
Gordon Brown, too many British people are jobless 


EW phrases summed up the spirit of 

Thatcherism, for both its friends and its 
foes, better than Norman Tebbit’s message to 
the jobless in 1981. When his father was un- 
employed in the 1930s, said the then industry 
secretary, “he got on his bike and went out 
looking for work.” As a Labour man, Gordon 
Brown dismissed the idea that he was fol- 
lowing Lord Tebbit’s tyre tracks this week. 
Nevertheless, the comparison is easily made. 
“We will meet our responsibility to ensure 
that there are job opportunities and the 
chance to learn new skills,” the chancellor 
declared. “You must now meet your respon- 
sibility—to earn a wage.” 

The big difference between the Thatcher 
years and today, said Mr Brown, is that now 
there are jobs for those that want them. In 
January the number claiming unemploy- 
ment benefit was 1.16m, the lowest for 20 
years. Around 350,000 vacancies were adver- 
tised in Job Centres. If, as ministers think, job 
centre vacancies are about one-third of the 
true total, there are almost as many unfilled 
posts as there are people on the dole. More- 
over, pointed out the Treasury in a report 
this week, the jobless do not live a long way 
from where the jobs are. There 
is much less regional variation 
in the ratio of unemployment 
to vacancies than there was ten 
years ago (see chart). 

Labour has introduced a 
host of “tough love” New 
Deals to get the long-term un- 
employed back to work. One 
offers 18- to 24-year-olds who 
cannot find unsubsidised 
work four options: subsidised 
work, full-time education and 
training, work on an “environ- 
mental task force”, or volun- 
tary work. There is no “fifth op- 
tion”, Mr Brown has said, other 
than the docking of benefit. In 
order to “make work pay”, 
ministers have introduced a 
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minimum wage, child-care subsidies for the 
low-paid and the Working Families Tax 
Credit, a more generous payment to the 
working poor than the old Family Credit. 

In spite of all this and the strength of the 
economy, areas of high unemployment re- 
main. Some are on the doorstep of areas 
where labour is scarce. In London there are 
plenty of jobs on offer, and the claimant- 
count unemployment rate is around the na- 
tional average of 4%. Yet in Newham, in the 
east of the capital, and Haringey, in the 
north, itis three timesas high. And measured 
unemployment is only part of worklessness: 
21% of British people of working age are “in- 
active” (neither in work nor seeking it). 
Among men aged 25 to 49, the inactivity rate 
is now 7.1%, up from 4.2% in 1990: had it 
stayed the same, an extra 300,000 men 
would be in work or looking for it. 

In essence, this week Mr Brown sketched 
a two-part strategy to crack the hard core of 
unemployment. The key to the first part is 
“enterprise”, a word once associated with 
Thatcherism but which is now impeccably 
New Labour. 

Mr Brown wants to help unemployment 


WAL 


fii 


ws 





blackspots by encouraging local people to 
set up their own businesses. As well as “en- 
terprise courses” in schools and scholarships 
for budding entrepreneurs from poor areas, 
there will be a new pot of money, called the 
Phoenix Fund. This will pay for 1,000 advis- 
ers with business experience to help new 
companies in run-down districts. It will also 
provide loans and will finance “incubators”, 
where such businesses will be able to find 
space to rent and to get advice. Later, there 
may be tax incentives for investment in in- 
cubators. A government task force is looking 
at how venture capital can be encouraged 
into poor areas. 

Talk of “enterprise” aside, here Mr 
Brown has less in common with Lord Tebbit 
than with Bill Clinton. His ideas echo Mr 
Clinton’s New Markets Initiative for revital- 
ising America’s poorest areas, which the 
president thinks have vast untapped econ- 
omic potential, in much the same way as 
emerging markets. Listen to the chancellor 
this week: “Inner cities...should be seen as 
new markets with competitive advantages— 
their strategic locations, their untapped re- 
tail markets, and the potential of their work- 
force.” America has special subsidised loan 
funds and tax credits for equity investment 
in New Markets, much like those Mr Brown 
is proposing. In particular, the chancellor 
will watch America’s Private Investment 
Companies, which will provide public debt 
guarantees for private equity investment in 
poor areas, as the Overseas Private Invest- 
ment Corporation does for America’s trade 
in emerging markets. 

The second part of Mr Brown’s strategy is 
yet more help for the long-term unem- 
ployed. They may be allowed, as lone par- 
ents already are, to keep claiming Income 
Support and Housing Benefit for a while 
after returning to work, to close the gap be- 
tween the end of benefit and the first wage 
packet. And next week the education and 
employment secretary, David Blunkett, will 
launch new schemes, called Employment 
Zones (2s), for the long-term unemployed 
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in1g problem areas. 
ezs can be run by private firms, public- 
private consortia or voluntary organisations. 
For example, Reed in Partnership, a subsid- 
iary of Reed, an employment agency, will 
run four zones. Companies running £zs will 
be paid for getting clients into jobs they keep. 
Once people aged 25 or over have been out 
of work for 12 months (18 months in some ar- 
< @as)in one of the new zones, they will come 
under the wing of personal advisers who 
will help them find and keep jobs. They will 
be given “personal job accounts”, varying 
from zone to zone and person to person, 
which can be used to pay for anything from 
training courses to transport costs and child 
~eare. After the first 13 weeks, their benefit will 
be paid not by the usual giro cheque, but ei- 
ther by cheque or credit transfer. In each 
‘zone different ideas will be tried out. Reed 
says it has “20 big ideas”, including giving its 
job-seekers mobile phones on which they 
can be sent messages telling them when jobs 
becomeiavailable. 
“With unemployment so low, and em- 
< ployment higher than ever at 27.6m, this 
“may seem an odd time to worry about job- 
lessness. But Mr Brown, again echoing Mr 
Clinton, argues that now, when the econ- 
omy is doing so well, is precisely the time to 
bring discouraged workers back into the la- 
bour market. He has a point. He may fail, of 
course: there may after all be no deep well of 

. untapped entrepreneurial talent in Britain’s 

inner cities. But if distressed areas cannot be 

_ reconnected with the rest of the economy at 
a time of plenty, when on earth can they? 





| 
| HY does it cost more to wipe your 
bottom in Britain than in any other 
country in the European Union? Accord- 
ing to John Bridgeman, the outgoing direc- 
tor general of fair trading, itis because Brit- 
| ish consumers are 
i extremely fussy when it 
| comes to toilet paper. Brit- 
| ish bums, in short, de- 
| mand and get the best. 

Five-star treatment, 
however, comes at a price. 
A recent government sur- 
vey of international prices 
| found that the British pay 
twice as much as the Ger- 
| mans and the French, and 
| nearly two-and-a-half 
times as much as Americans for a bog- 
standard four-roll pack of toilet paper. 
| One reason for this discrepancy is that 
British consumers insist on a softer, more 
luxurious texture than their less discrimi- 
| nating continental and American cousins. 
The average British toilet roll is also 14mm 
longer and 2mm wider than a continental 
roll. British toilet paper is four grammes 
heavier per square metre because it con- 
tains more fibre than European tissues. 
The British product also has 40 more 
sheets per roll. 

Philip Plotkin, consumer sales direc- 
tor of Fort James, which supplies British 














Inflation 
Dealing with gilt 


NE of the key assumptions that finan- 

cially literate Britons have grown up 
with--that Germany is more creditworthy 
than Britain—was dented last month. For the 
first time in a generation, itis costing the Brit- 
ish government less to borrow money over 
ten years than it costs its German counter- 
part. On March 1st, the spread was four basis 
points—equivalent to £400 ($628) of annual 
interest for each £1m borrowed. This is all the 
more startling because base (short-term) in- 
terest rates in Britain, at 6%, tower above 
Euroland’s at 3.25%; and British inflation is 
also higher than Germany's. Consumer 
prices rose by 2.0% in Britain last year, com- 
pared with 1.6% in Germany. 

But over a ten-year time horizon, the 
markets now seem to have at least as much 
faith in Britain’s monetary management as 
in Germany's. The decision made in 1997 by 
Gordon Brown, Britain’s chancellor, to re- 
move interest-rate decisions from political 
control and hand the power over tothe Bank 
of England has immensely boosted the 
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credibility of British monetary policy. Pat- 
terns of bond trading in the City clearly show 
that investors believe that the Monetary Pol- 
icy Committee of the Bank will achieve its 
target of a 2.5% inflation rate. 

By contrast, Germany may have had its 
reputation for monetary soundness weak- 
ened, as the Bundesbank feared that it 
would, after it agreed to join the euro. First, 
the Bundesbankers, with their legendary ha- 
tred of inflation, are no longer in charge. 
Worse, their standing is now affected by out- 
liers like Ireland, with 4% inflation. If it per- 
sists, the recent weakness of the euro may, in 


Sere 


$ 
3 


R 
I 
: 





HONEY SucKie  Summenrence 


state of the market in Britain. “It is 50 years ; 


and European supermarkets, says these 
differences are rooted in history. The mar- 
ket leader, Andrex, now owned by Amer- 
ica’s Kimberly-Clar „with över a third of 
the market, has set s 

ate-label brands have had to 







eysuckle, warm pin 
pearl white, meadow green, bree blue 
and magnolia are just some of the shades: 
on offer. The reason for this variety is ap- 
parently that the British shopper insists 
that her toilet paper matches the colour 
scheme of her bathroom. On the conti- » 
nent, consumers settle happily for white, 
with pink thrown in as a wild alternative. 
Mr Plotkin waxes lyrical about the 


of heritage and tradition,” he says, insist- 
ing that no one should underestimate the ` 
importance of toilet paper to the nation’s 
well-being. : 



















turn, raise inflationary expectations in the 11 
countries of the euro-zone. That would stand 
on its head one of the standard arguments. 
for Britain joining the single European cur: 
rency; that Britain's traditionally feeble repu 
tation for the control of inflation could do. 
with a bit of stiffening from Europe’s infla 
tion hawks. 
Yet before British Eurosceptics breakinto 
yet another crate of champagne, they might 
remember a cautionary tale. The last time 
that 10-year British gilt yields approached 
German rates was in the early 1990s, largely 
‘as a consequence of the decision by Nigel 
Lawson, then chancellor of the exchequer; to 
shadow the p-mark. Investors seemed to-ex: 
pect that Britain would be able to import | 
Bundesbank-style monetary management. | 
Even after sterling crashed ignominiously 
out of the European exchange-rate mecha 
nism on “Black Wednesday” in September . 
1992, the yield gap with Germany still nar- 
rowed for a while. But the price of British bor- 
rowing soon rose again as investors con 
cluded that the country was liable torevertto © 
its bad old ways. The latest British economic 
miracle may be more soundly based. But his- 
tory counsels caution. 
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ACK in the 1980s, during the rise and rise of Margaret Thatcher, 
one of the more literary and less effectual mps whom she left 
| jobless and bitter on the backbenches wrote an article complain- 
ing about the new generation of garagistes and arrivistes that was 
taking over the Conservative Party. Steven Norris, who is now the 
Tory candidate for mayor of London, was proud at that time to be 
one of the few Tories in the House of Commons who could boast 
that he was garagiste and arriviste combined. He had grown up 
among Liverpool’s lower middle class, in a terraced house that re- 
sembled the opening credits of “Coronation Street”, and was edu- 
cated at the legendary “Inney” (Liverpool Institute High School for 
Boys) along with Paul McCartney and George Harrison. After be- 
ing snapped up by Oxford and 


| The little engine that could? 


Mr Norris is not yet the people’s choice for London. But no- | 
body can say that heis faking his enthusiasm. The evidence istobe | 
found in that autobiography, published in 1996 when the Tories | 
were still tenuously in office and the prospect of there being a | 
mayor for London was still distant. The four years he spent as min- 
ister for transport in London fascinated the self-made Liverpud- 
lian. Mr Norris is surely the only man in politics who would dare to 
call his greatest achievement in public life the extension, however 
delayed, of London Underground's Jubilee Line (he clearly does 
not travel on it). He did not regret Lady Thatcher’s abolition of Mr 
Livingstone’s Greater London Council, and notes that London has 
done pretty well since it disappeared. But by 1996 he had been con- | 

verted—and said so in his book—to | 





studying law, he went on to make 
himself rich as a car dealer. It was in- 
deed his gift for salesmanship that 
persuaded him to have a go at poli- 
tics. In a frank autobiography pub- 
lished four years ago, he admits that 
by the late 1970s he had come to see 
that his most powerful weapon in 
life was an “extraordinary” gift for 
persuasion. “It had made me a lot of 
money and given me indepen- 
dence.” Politics looked like an ideal 
arena for these talents. 

Three decades later, the old 
charmer (who has since become no- 
torious for a failed marriage and a 
string of girlfriends) is as persuasive 
as ever. Visitors to his campaign 
headquarters in Victoria emerge 
with the definite conviction that 
they have made a new friend, and 

| wondering how a party in straits as 
| dire as William Hague’s Conserva- 
| tives ended up with such an unpre- 
tentious, plausible and common- 
sensical candidate. Part of the 
answer, of course, is luck. Mr Norris 
_ became candidate only after the To- 
| ries dropped their first choice, the 
| arriviste and fantaisiste Lord Ar- 
cher, when they found out that as well as making up the plots of a 
| lot of lucrative novels he had invented evidence in order to win a 
| lucrative libel action. 
But Mr Norris’s run of luck has not ended there. However bad 
the Tories made themselves look by having trusted the fantastical 
Lord Archer, Labour has made an even sorrier spectacle of its may- 
| oral campaign in the capital. The party has alienated many voters 
| by rigging its internal election in favour of Frank Dobson against 
the more popular. Ken Livingstone. If Mr Livingstone now decides 
to run as an independent, he will do Mr Norris the favour not only 
| of splitting the Labour vote but also of galvanising the Tory one. For 
| as Mr Norris gleefully points out (after first giving Bagehot a hilari- 
| gus impersonation of Mr Livingstone’s nasal speechifying), “Red 
| Ken” is as much of an ogre to some voters as he is a hero to others. 
| And even if Mr Livingstone does not run, he has already inflicted 
| grave damage on the official candidate. No matter what poor Mr 
| Dobson now says, he will go into May’s election looking as if he 
| was chosen by Tony Blair for a job he did not really want, rather 
i 
l 








than as the people’s choice for the job of his dreams. 










the idea that London needed a chief 
executive, elected on a non-party 
basis, to run a supervisory board 
witha small budget buta clear man- 
date to take strategic decisions. 

If only it was enough just to | 
want a job dearly. But although the | 
Tories ought to be able to win Lon- | 
don in a good year, they have not | 
had one of those for ages, and the 
polls so far are against Mr Norris. | 
His claim that Mr Livingstone’scan- | 
didacy would split Labour’s vote is | 
only half true: the election willbe by | 
the supplementary vote, which | 
means that traditional Labour vot- | 
ers could still list Livingstone | 
(“Democratic” Labour?) first and | 
Dobson second. They will have to | 
feel mightily alienated from their | 
own party before they vote for the | 
Tory. On any sober assessment, it | 
seems, Mr Norris is likely to lose~ 
and he will lose, moreover, because | 
he is a Conservative. | 

That seems a shame. Mr Norris | 
is not only a good candidate. He is | 
also one of the more attractive sorts 
of Tory. Thearriviste became a Con- 
servative because he was re- 
pelled--as New Labour also claims to be—by the politics of envy 
Labour practised under Harold Wilson. He is a practical politician, 
not an ideological one, whocan therefore be unpredictable. At Ox- 
ford he was deeply impressed by the visiting black-power cam- 
paigner, Malcolm x. As a backbencher in the 1980s he made him- 
self unpopular among the Thatcherites by campaigning against 
official secrecy, and for other liberal causes. He has irritated Mr 
Hague by supporting repeal of a law banning the promotion of ho- 
mosexuality in schools. He thought that Neil Kinnock, lampooned 
as a windbag by most Tories, was a gifted orator who would have 
madea first-class Labour prime minister. He hasnothing but scom 
for John Prescott, the “clown” of a deputy prime minister with 
whom he would have to work closely if he did become mayor. But 
he calls Lord Macdonald, Mr Prescott’s transport tsar, “a joy todeal 
with”, and says that, as mayor, he could make a go of cohabitation 
with a Labour government. He was himself a good minister who 
might have risen higher in hisown party ifhe had shown lessinde- | 
pendence. What a pity that being his party’s official candidate 
looks set now to prevent him from becoming mayor of London. 


| 
| 
| 
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Seller beware 


NEW YORK 





Online markets are springing up all over the place. Some are built around 
buyers, others around independent exchanges. Which work best? 


N THE short time that it has taken the 

phrase “B2B exchange” to enter the vocab- 
ulary, more than 750 such business-to-busi- 
ness markets have sprouted around the 
world. The duller the commodity, it seems, 
the hotter the e-market. With more than 20 
industry exchanges now publicly traded ata 
combined value of more than $100 billion, 
high-tech analysts are falling over one an- 
other to learn about seafood-spoilage rates, 
gas-valve supply chains and cringe-making 
particulars of dental equipment—anything 
tospot the next VerticalNet or Chemdex. 

But finding e-business opportunities is 
easy compared with the task of judging their 
prospects. In their brief history, Internet ex- 
changes have gone through three phases, 
and the perfect business model has yet to 
emerge. The first saw firms, such as General 
Electric and Wal-Mart, moving buying and 
sellingonline tocutcosts and speed supplies. 
At the time (just three years ago) this looked 
revolutionary. Today, their original aims of 
taking transactions online and cutting pa- 
perwork and time seem unadventurous— 
even though they have clearly led to big sav- 
ings in procurement time and cost. 

Next came third-party exchanges, inde- 
pendent firms that bring together many 
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buyers and sellers to create a genuine market. 
The potential is bigger, but gaining critical 
mass is harder. There are still plenty of com- 
panies who fail to see why they should go 
out of their way toslash their own margins. 
Now comes the third phase: when the gi- 
ants of an industry get together in a consor- 
tium. On February 25th General Motors, 
Ford and DaimlerChrysler abandoned their 
stand-alone efforts and joined forces to 
create the world’s largest virtual market, 
which will buy $240 billion-worth of parts 
from tens of thousands of suppliers. Within 
days Toyota, Renault and its Japanese affili- 
ate, Nissan, had all expressed interest in join- 
ing; others will follow. On February 28th 
America’s Sears, Roebuck and France’s Car- 
refour announced a retail consortium, called 
GlobalNetXchange, that will bring together 
$80 billion of annual purchases. And on 
March 1st Cargill, DuPont and Cenex Har- 
vest, an American farm co-operative, said 
they are setting up Rooster.com, which will 
both supply farmers and sell their crops. 
These consortia are an improvement on 
previous solo online efforts. For a start, they 
aim to be independent. Because they will 
take a small cut on huge numbers of transac- 
tions, their parent companies should be able 


eventually to float them as separate busi- 
nesses. They are likely to be big enough sim- 
ply by virtue of the combined buying power 
of their founders. Because they will also 
bring different tiers of suppliers together, 
those in the middle of the value chain will be 
able to use the system to buy their own parts. 
Everybody can hold fewer inventories, be- 
cause the exchange will smooth out de- 
mand. Using nothing more than an Internet 
browser and standard software, suppliers 
will have access to precise measures of fu- 
ture demand. 

Although everybody in the system thus 
stands to gain, there are a few worries. After 
all, observes Mark Walsh, head of Vertical- 
Net, one of the new exchanges’ unstated 
aims is “to beat the hell out of suppliers.” 
Even though the benefits should eventually 
trickle down to all, that may make many 
suppliers hesitate to sign up. If suppliers fear 
that the exchange will reveal secrets to its 
owners, they will be even more reluctant. + 

Also, should the exchanges fall short, big 
buyers may be loth to look for alternatives, 
because that would lower the value of their 
own equity stake. And what of competitors 
sharing information on pricing and supply 
deals? It takes only a few middle managers to 
fret over fraternisation with the enemy and 
the potential of the exchanges could be lost. 

Indeed, what precedent there is for such 
buyer-led markets is sobering. In the early 
1960s American Airlines got 18M to build Sa- 
bre, the first electronic-booking network for 
the travel industry. Ostensibly open to all, 
Sabre was widely thought to favour Ameri- 
can, right down to its ranking of flights al- 
phabetically by carrier, which placed Amer- 
ican at the top. With 35% of bookings going to 
Sabre’s owner, the other carriers filed an anti- 
trust suit. American eventually turned Sabre 
into an independent company, but the dis- 
pute died away only with the arrival of In- 
ternet travel services such as Travelocity. 


B2B menagerie 

Despite such worries, the car exchange is 
likely to succeed, argues Philip Evans, of the 
Boston Consulting Group, if for no other rea- 
son than that the car industry is so unusual. 
Few other industries concentrate such a 
massive, fragmented supplier base in a few 
big buyers. Even the Sears/Carrefour deal is 
no match: retailing is not nearly as concen- 
trated, and Wal-Mart and other top retailers 
say they are going their own way. 

How will other markets evolve? The an- 
swer depends on the structure of their indus- 
tries. Kevin Jones, head of Net Market Mak- 
ers, a market-research firm, offers two 
extremes. Industries such as car making are 
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“pyramid-shaped”, with a 
few big buyers and a frag- 


i 
B2B e-commerce, % of total 


or owned, by market par- 
ticipants (as in the car and 





mented mass of sellers. In 
pcs, Ingram Micro aggre- 
gates big manufacturers and 
sells to thousands of small 
resellers; and FOB.com ag- 
gregates small chemical 
suppliers for DuPont, Dow 
and a few other big buyers. 
Because of the asymme- 
try in these industries, such 
exchanges tend to be what 
Steven Kaplan and Mohan- 
bir Sawhney, two academics, call “biased 
markets”: they naturally favour one side of 
the deal flow. In a recent paper* on business 
models for 828 hubs, the authors argue that 
exchanges have several advantages. Because 
of the power they consolidate, they easily 
reach critical mass and so avoid the Catch-22 
of having to persuade sellers to join when 
buyers are scarce. They can also be financed, 


* "B28 Ecommerce Hubs: Towards a Taxonomy of Busi- 
ness Models”, by Steven Kaplan and Mohanbir Sawhney. 
Harvard Business Review, to be published in May 2000. 





retail exchanges) without 
compromising themselves, 
since small firms are used to 
the idea of working along- 
side big ones. 

Other markets are “but- 
terfly-shaped”: highly frag- 
mented on both sides. 
These are “neutral” markets 
that lend themselves to in- 
dependent, third-party ex- 
changes. They have the ad- 
vantage of being closer to true markets, such 
as stock exchanges, and thus better at lower- 
ing prices and improving liquidity by 
matching buyers and sellers. Most B2B ex- 
changes today fit into this category, and for 
good reason. Car makers and big retailers al- 
ready had tremendous power to drive down 
prices and to extract value from supply 
chains. But in markets such as food, print 
and paper, few have such clout. “Fragmenta- 
tion means huge processing costs for buyers 
and sellers,” says Mr Jones. “That’s a great 
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The first s28 boom has been a race to fill 


these opportunities, with an array of hubs 
and exchanges in almost every industrial 
market imaginable. The car, retail and farm- 
ing announcements mark the start of the 
next chapter: efforts by industrial giants to 
extend their buying- or selling-power online. 
Although they were already markets in 
themselves, by joining other titans they 
hope to take advantage of the liquidity that 
comes with their huge supply chains to 
create markets in adjacent industries. 


For instance, car makers are some of the 


largest consumers of steel, glass and rubber. 
Once the firms that sell such materials are 
part of the exchange, they could use it to 
reach buyers outside the car industry. As- 
sisted by the liquidity provided by the car gi- 
ants, what started as a car-industry supplier 
could become a market for trading all sorts of 
commodities online. No wonder analysts 
think the exchanges could one day be worth 
more than their parents. Who would have 
guessed it: e-business has made chemical 
companies and metal bashers look exciting. 
Perhaps there is anew economy after all. 





place for an intermediary.” 








Challenge at McKinsey 


UTSIDE Rome, no election is more se- 

cret. At McKinsey, which likes to see 
itself as “by far the most influential con- 
sulting firm in the world,” the puff of white 
smoke appeared in a bland memo late last 
month. The managing partner, Rajat 
Gupta, who has held the post for six years, 
had been re-elected for another three-year 
term. But the memo failed to mention a 
challenge to Mr Gupta’s leadership—one 
that led to an almost unprecedented sec- 
ond ballot. Nor did it allude to the anxious 
debate over the consulting firm’s future, 
and whether it has, as one departing 
partner putit last year, “lost its way.” 

The most prominent of Mr Gupta’s 
challengers was lan Davis, who manages 
McKinsey’s London office. His name, like 
those of the others, has not been publi- 
cised, and even senior insiders are unaware 
of the list of candidates, since only the 
firm’s 241 directors have a vote. Clay 
Deutsch, former head of the Cleveland/ 
Pittsburgh office, who was asked to find 
ways of stemming the loss of consultants, 
primarily todot.coms, late last year was an- 
other contender. Michael Patsalos-Fox, a 
good-looking and vain English director 
who has run New Jersey since being 
beaten by Mr Davis to the London job, is 
understood to have sounded out support, 
as did the “nice guy” who formerly ran the 
Canadian practice. 

Mr Gupta, who this week attended a 
conference of principals and directors in 
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Boston, may feel betrayed. After all, “the 
Firm” has been highly profitable in the past 
few years. This is partly because he has 
been ruthlessly cutting costs, such as inter- 
nal training, often in posh hotels (the New 
York office’s “retreat” to Aspen caused spe- 
cial annoyance). McKinsey now has rules 
on travel, such as which airlines to fly, al- 
though they are flouted by partners. 
Although Mr Gupta embodies the 
McKinsey self-image—he even reads In- 
dian poetry at partners’ conferences—the 
firm’s increasing hierarchy has caused dis- 
quiet. Whereas Mr Gupta was first elected 





Fallible 


on a manifesto of change, he is accused of 
failing to curb the power of some long-es- 
tablished “barons.” Directors’ rewards 
have increased compared with those of 
their juniors. In the words of one colleague, 
“Rajat is the directors’ managing director.” 
Even some well-remunerated barons feel 
that the current directors are “milking” a 
brand built up over more than 70 years, 
and failing to reinvest. 

Indeed, for a firm that tells others how 
to run themselves, McKinsey sometimes 
seems a bit lost. Mr Davis led a review that 
recommended more formal structures. 
Parts have been adopted, but the firm has 
ignored its thrust—to share decision-mak- 
ing among partners, and to make commit- 
tees transparent. 

Reformers can point to a proposal to 
flatten the hierarchy and to shorten the six 
years needed to become a principal and 
share in the equity of the firm. But many 
are cynical. One ex-staffer says that, for ju- 
niors, working there is “the most shocking 
exploitation since the Middle Ages.” 

Others ask whether McKinsey has lost 
its “thought leadership.” Mr Gupta set upa 
review to come up with new concepts in 
five areas, but they were poorly regarded in 
the firm, even if something called the 
“growth staircase” did lead to client work. 

A managing partner from a “Big Five” 
accounting firm says that his people now 
win mandates over McKinsey, “which 
would have been unheard of five years 
ago.” Poor Mr Gupta. If McKinsey does not 
undertake its own reformation, a Luther 
may comealong witha whole new religion. 
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Telecoms 


Paper dragon 


HONG KONG 


AST week, old ladies, clerks, cleaners and 

yuppies alike were queuing Cantonese- 
style (ie, with plenty of elbow) in the hope of 
buying a few shares in the territory’s latest 
Internet start-up. None knew much about 
tom.com, as the venture is called. But this did 
not deter them, for behind it stood the Lis, a 
family so powerful in Hong Kong that any- 
thing they touch is believed to turn to gold. 

This week, the Lis pulled off a second 
coup. On February 29th Richard Li, the sec- 
ond son of Li Ka-shing, reached an agree- 
ment with Britain’s Cable and Wireless 
(caw) to buy its 54% stake in Cable and Wire- 
less HKT, Hong Kong's main telecoms carrier. 
No matter that the bulk of Mr Li’s $36 billion 
consideration is in shares of pcew, his fledg- 
ling Internet company which has yet to 
make any operating revenues from its core 
business. In sheer temerity and speed— 
pccw had announced its interest only three 
weeks ago—the coup was quickly touted as 
the “deal of the century” by those involved, 
more daring even than the recent merger of 
AOL and Time Wamer. pccw’s shares 
slumped 8% the morning after, as investors 
digested the deal’s size and ambition. 

The takeover unites an idea with some 
real assets. The idea belongs to pccw, which 
wants to deliver broadband Intemet access 
and services to homes across Asia via cable 
or satellite, but has as yet neither the infra- 
structure nor the content to achieve this. The 
real assets are the fixed telephone lines and 
customer accounts of Hong Kong’s former te- 
lecoms monopoly. Although Hong Kong 
represents only a sliver of the pan-Asian 
market that pccw covets, it has the cables in 
place to make broadband Internet access 
possible immediately. 

By securing the favours of caw, Richard 
Li has upstaged another young entrepre- 
neur, Lee Hsien Yang, who runs Singapore 
Telecom (SingTel) and had also been in nego- 
tiations with caw to merge with HKT. A 
merger with SingTel, which is controlled by 
the government of Singapore, Hong Kong's 
main rival as a regional business centre, was 
never the preferred option of the authorities 
in Hong Kong and Beijing. And although 
many in Hong Kong are concerned that the 
Lis will now dominate the local economy, 
the Chinese government has always been on 
good terms with Li Ka-shing. Richard Li was 
in Beijing only days before clinching his deal. 

In trying to tip the bid in its favour, Sing- 
Tel may have made a fatal blunder. On Feb- 
ruary 28th it recruited Rupert Murdoch to its 
side. He pledged $1 billion to support Sing- 
Tel’s offer. Mr Murdoch had his reasons. His 
own Star tv, which also hopes to deliver 
broadband Internet access across Asia, has a 
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Li victorious 


joint venture with HKT. But he had bought 
Star Tv from its founder, none other than 
Richard Li, seven years ago. Relations be- 
tween Mr Murdoch and Mr Li have since 
been acrimonious, and, however friendly 
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both sides wish to appear, he must now fear 
for the venture’s future. In Beijing, which has 
a stake in uxt though China Telecom, “Mur- 
doch has always been seen as a threat,” says 
Jeffrey Koo, a Taiwanese business tycoon, 
whose family is close to both the Hong Kong 
Lis and the Singapore Lees. 

This leaves SingTel in a bind. It is too 
small to go it alone. Without Hkr, its options 
in the region are limited. Compared with the 
brash Mr Li, Lee Hsien Yang, who is a son of 
Singapore's founding father, Lee Kuan Yew, 
has kept a low profile. But the stakes are now 
so high that analysts do not rule out a bid by 
SingTel for all of caw. 

caw, for its part, certainly looks vulner- 
able. Graham Wallace, its boss, has doggedly 
been trying to bring some logic to its business 
in the year that he has been in charge, selling 
bits to restore some focus. The disposal of his 
stake in HKT was part of this effort. It would 
be ironic ifa sensible bit of housekeeping led 
to the company’s demise. 

= _— we 





The Internet is running out of addresses 


N THE Internet, naming your start-up 

can be more arduous than financing it. 
This is because most Internet addresses, 
known as domain names, have been taken. 
In the com domain, the most desirable on- 
line real estate, almost every recognisable 
word has been claimed. Entrepreneurs often 
have no choice but to buy an address from 
the person who occupies it, sometimes pay- 
ing tens of thousands of dollars in cash or 
shares (see chart on next page). Such deals 
have become a sort of tax on e-commerce. 

A solution may be at hand. Next week, 
the Internet Corporation for Assigned 
Names and Numbers (icANN), which over- 
sees the domain name system (DNs), is meet- 
ing in Cairo, to discuss adding new “top- 
level” domains, the global designations such 
as .com and country-specific ones such as 
.uk (for Britain). 

Much is at stake. If the name space of 
the Internet cannot grow, e-commerce 
could suffer. Furthermore, this 
week's meeting could make or 
break ICANN. If the organisation 
can broker an agreement, it will 
establish itself as a part of the ma- 
chinery of Internet governance. If 
not, many on the Internet will 
conclude that tcANN is beholden 
to business—and start thinking 
about an alternative. 

When Internet pioneers de- 
vised the pns in the mid-1980s, 
their goal was, in the words of the late 


Jon Postel, their leading light, to create “a rea- 
sonably large and appropriately structured 
naming system”. The idea was to link user- 
friendly names to the baffling strings of 
numbers that identify computers online. 

The top-level domains, such as .com, 
were subdivided into second-level domains 
(networks), which were in tum split into 
third-level domains (host computers), and 
so on. In an e-mail in 1984 Mr Postel wrote 
that his online address might one day be 
“postel@isi.usc.edu”, where “edu” stands 
for educational organisation, “usc” for Uni- 
versity of Southern California and “isi” for 
Information Sciences Institute. 

But Mr Postel and his colleagues did not 
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Energy sector reforms 

Hotting up 

“EU membership in three to four years and 

“long-term economic considerations are driving 

plans for an early opening of Hungary's gas 
“cand electricity sectors to competition, 








That means balancing the interests of users 
with the 8% rerurn promised by the 
government to foreign strategic investors in 
the sector while keeping state-owned energy 
providers solvent and maintaining a lid on 
inflation. [t also means restructuring the state 
electricity company, MVM, and coming up 
with a politically acceptable bill to submit to 
parliament by June 30th. 

The rush is because Hungary didn’t ask for 
any derogation from EU energy rules, 
meaning that upon joining, the industry will 
have to reach the same minimum 35-40% 
level of market liberalisation as other EU 
countries. So Hungary has to open the 
market in 2001 for users of more than 100 
gigawatt-hours per year (14-16 firms), abour 
15% of total consumption. 

"We do this only to learn how it all works 
as there are no patterns to follow,” says Péter 
Honig, deputy state secretary in the Ministry 
of Economic Affairs in charge of energy 
policy, who argues that the extensive 
ownership of energy generation and distrib- 
ution in Hungary by foreign strategic 
investors puts the country in a special 
situation. "While ideally liberalisation would 
have preceded privatisation, the restructuring 
and know-how provided by strategic investors 
has improved efficiency,” says Mr Honig. 

The next step is to set up an independent 
system operator (ISO) as the network control 
centre, now part of MVM. One part of the 
distribution network will be made accessible 
to all electricity providers and, structured as a 
financially segregated part of the future MVM 
holding, managed transparently by the [sO 
and regulated by the Energy Office. 

Mr Honig disagrees with critics who think 
such a restructuring would weaken MVM, "H 
competition works well, an ISO cannot be of 
value to the privatised power distributors, as 
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it is not.a profir centre," he says. "The rest 
will. remain. part of a competitive MVM hold- 
ing; which has already begun a restructuring 
program.” 

In terms- of inputs, Hungary's energy source 
mix approximates the, average of International 
Energy Agency countries with the exception 
of its overweighting in natural gas, which is 
plentiful on Europe’s perimeters. "Our energy 
balance is healthy, with neither overcapacity 


nor overdemand,"” Mr Hénig says. 


Powerful inflows 


Foreign an sector investors in Hungary 
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There is also considerable scope for 
conservation, believes Mr Hònig, who recalls 
his younger days when his father, also an 
energy executive, would set the home thermo- 
stat at the pullover level. He reckons that in 
six to seven years Hungary’s Ft1.2 trillion 
($4.7 billion) annual energy bill can be 
reduced by an additional 10% on top of the 
25% saving in 1999 compared with ten years 
ago, when GDP was the same magnitude. To 
achieve this the state will spend Fri billion on 


an awareness campaign, energy audits and the 


introduction of metering in district heating. 
"A relatively small investment can save 
considerable energy," he says. 

As a result of efficiency gains and EU 
conform regulation, energy prices in Hungary 
will be market-based and competitive, Mr 
Hénig believes. At the same time, increasing 
demand, particularly by industry, leaves room 
for new projects, especially in the independent 
power plant and municipality sectors. 
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MVM 


A shock of competition 

says Istvan Bakacs, 
boss of MVM, Hungary's state electricity 
company and owner of the country's 
transmission grid, referring to the 


"I welcome the opening,” 


introduction of competition into the country’s 
electricity sector in 2001 and the anticipated 
sale of nearly 50% of the utility. 

“MVM has traditionally behaved like a 
financial investor, paying too little attention to 
efficiency and decision-making of its various 
operations,” he concedes. “Now we are being 
forced to emphasise efficiency and cultivate 
human resources.“ 

As part of the market opening MVM will 
separate its activities into subsidiaries to 
enhance transparency. While competition will 
benefit consumers, higher overhead as a direct 
result of unbundling will add to pressure to 
cut costs and streamline further, 

Although pure economics would dictate the 
closure of lignite-burning plants, political 
considerations are likely to keep such 
operations open, albeit retrofitted with costly 
environmental-protection equipment. "MVM 
is ready to make these investments but would 
like to be compensated,” Mr Bakacs states, 

While MVM’s transmission grid is efficient 

(losses of only 1%) automation will allow 
savings. “Introducing unmanned substations 
will become important in the next five to ten 
years as labour costs go up,” Mr Bakacs says. 

MVM'’°s Paks nuclear generator, which 
provides 40% of Hungary’s electricity 
requirements, won’t escape cost reductions 
either, Production costs are slated to be cut by 
17% to Frs ($0.02) per kilowatt-hour over 
the next three years. Additional savings could 
be had by decreasing to 1.5 the current rwo- 
year reserve fuel requirement once an agree- 
ment is signed with a second, EU-based sup- 
plier in addition to the current Russian one, 

Given its impending loss of market share, 
MVM is examining strategic alternatives. One 
is to leverage its grid for telecommunications. 
It already operates an internal data- and 
voice-communications network that has 
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excess capacity. "Don’t be surprised if we part- 
ner with a service provider this year," he says. 
“Another option.is-expansion into the 
neighboring countries:‘of Croatia, Slovakia 
and Romania in a couple. of years," explains 
Mr Bakacs. “Ineach there is a political 
acceptance of the need to privatize the 
electricity sector. f 
Mr pee alse foresees ‘the ea of 








Reie futures aud deri 

The market opening 
players in trading, risk, ‘management and 
independent power plants. However, unlike in 
1994-96 when investing in'a regulated sector 
with guaranteed returns, competition means 
that the next crop of investors are likely to 
proceed more cautious! v "But there still 
should be lively interest in Hungary, which 
will offer good operating conditions, an EU 
conform regulatory framework and a central 
geographic location.” 








A healthy balance 


Hungary’ s energy 
source mix 
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MOL 


Aiming for regional power 

Foreign investment targets for more than a 
decade, Hungarian firms are now looking for 
opportunities abroad. A case in point is MOL, 
the country’s oil and gas company, which is 
set for international expansion, 

MOL is headed by chairman Janos Csak, 
the charismatic finance director of Hungarian 
national telecom group Matáv, and chief 
executive György Mosonyi, formerly general 
manager and veteran of Shellin Hungary, The 
two, appointed last year, have set the 
company no lesser goal than to become the 
leading energy company in the fast-growing 
Central and East European region. 

"The Board of MOL intends to position the 
company so that it leads the consolidation of 


j LL Tevtax 361 458 0000 / 458 7176 
| ` www matav. hu 


WESTEL 900 GSM 
Telfax 361 265 9200 / 204 4128 
www westel900.hu 





a Contact: Richard Ebling. 
Telfax 36} 270 7100 / 270 7101 
richard eblingdpkpmig hu 
www.kpmg.hu 












the energy industry in the region and believes 
that the company is well positioned to do 
this," says Mr Csåk. 

MOL aims to achieve this by streamlining 
and strategic restructuring, Ir will end 
international exploration, concentrating its 
upstream oil activities on the acquisition of 
regional reserves. Indeed, the corporation is 
negotiating to acquire reserves in Siberia’s oil- 
rich Hanti-Mansisk Autonomous Region 
where international consortiums already lift 
nearly 10m tons a year. The interest in the 
region owes to recently passed legislation in 
the Russian Duma that would grant a 25-year 
concession, stipulating exportable quantities 
and tax rates. 

It also plans to reduce its workforce to 
12,000 in two years from 18,000 today and 
to exit non-core, low-growth businesses. 
MOL intends to invest up to $1.5 billion over 
the next three years to build up its core 
businesses ~ regional oil reserves, gas and 
power, wholesale and retail fuels marketing 
and petrochemicals. 

“MOL focuses on business areas offering 
superior rates of return, which can provide a 
significant contribution to the growth and 
profitability of the group, and where MOL 
has a clear competitive advantage. The 
changes will drive MOL to even greater levels 
of cost efficiency and put our returns to 
shareholders in the upper quartile of peer 
group performance,” says Mr Csák. 

In its preliminary results for 1999 released 
on February 15th, MOL reported higher 
revenue and see One OHO) ies 





an historic, high of 171.6 billion ($723.1) 
while operating profit increased 16% to 
Ft83.8 billion on revenue of Ft749.4 billion, 
up 18%, While a significant charge reflecting 
the restructuring and other one-off special 
items reduced after-tax profit by Fr30.4 
billion, causing net income to fall by 30 
Ft37.8 billion, efficiency improvements mainly 
in administrative and structural expenses 
lowered operating costs by Fri3 billion, 
improving underlying margins. MOL's board 
also proposed a dividend of FtSS per share. 


% to 


The company, which is the most liquid on 
the Budapest market and in which the 
government maintains a 25% interest plus a 
golden share, is looking into expansion 
possibilities in neighbouring Croatia, Slovakia 
and Romania. In particular, growth of its 
regional service station network, mainly in 
Slovakia and Romania, is targeted. 

"The management of MOL is determined to 
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foresee the explosive growth of the Internet: 
And many businesses and people wanted 
their own second-level domains, in particu- 
lar those ending with com, a trend pro- 
moted by Network Solutions, a company 
that until June 1999 had the monopoly of 
' supplying com registrations. At the end of 
1999 there were about 7.2m .coms, compared 
with roughly 1.8m net and .org addresses. 

All this has made the scarcity of names 

more serious. Offline, companies can share a 
name, so long as they are in different mar- 
< kets. Online, one name can serve only one 
company, since a web address is a unique lo- 
cator. Worse, businesses need a good web 
name, because it attracts traffic. One reason 
why Barnes & Noble struggled against Ama- 
zon was that its initial address (www.barne- 
sandnoble.com, now www.bn.com) was un- 
“ gainly. 
Technically, you can easily add new do- 
© mains—as happens whenever a country 
claims its two-letter code. The ps, experts 
say, could safely support several thousand 
top-level domains. Indeed, Mr Postel pro- 
posed adding 150 new domains as early as 
1996. But his plan was fiercely contested—for 
the very same reasons that icANn’s plans 
could today come to nothing. 

The main objections come from the 
owners of trademarks. They have invested a 
lot of money in their names and have often 
fought or bought off “cybersquatters”, peo- 
ple who register web addresses merely to sell 
them later. New domains risk diluting these 
brands and might also increase the costs of 
policing them. So before ICANN creates new 
domains, trademark-owners argue, all the 
names in existing domains should first be 
used. 

But others retort that corporate intellec- 
tual property should not be protected by un- 
necessary limits on the name space of the In- 
ternet. Anyway, they argue, business 
exaggerates the costs. Domain disputes can 
be settled according to a set of rules, called 
the Uniform Dispute Resolution Policy, 
which was established by 1cANN and has 
successfully resolved eight cases. Policing 
costs could be reduced if top-level domain 
registries made their databases easy to 
search, so that potential conflicts were auto- 
matically identified. 

Despite these differences, a working 
group within ICANN has hammered out a 
consensus to create some new global top- 
level domains. To start with, these would 
number only six to ten, and more would not 
be created without careful study. Even so, 
there is still lots to disagree over. Trademark- 
owners wantcertain safeguards, such as pro- 
tection of famous and well-known trade- 
marks in all domains. Their opponents want 
ICANN to declare that it will gradually add 
500 new domains in the next three years. 

Tocomplicate things further, tcann also 
faces disputes about the administration of 
the new domains. Detailed arguments are 
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likely over how 1CANN should select new do- 
mains and how to define which companies 
should keep the registries of addresses that 
they contain. Should registries operate on a 
non-profit basis? Can any firm make a busi- 
ness from allotting names a new domain? 

Whatever the outcome, ICANN should 
not forget the poor old Internet user. More 
top domains promises more choice and in- 
novation. The European Union could fulfila 
dream by launching .eu as a competitor to 
.com. Sites with con could be for consumers. 
Michael Froomkin, a law professor at the 
University of Miami, is proposing .tel, so that 
consumers could look up a number ina tele- 
phone book, type wwwitelephone num- 
berļ.tel into a browser, and call up the sub- 
scriber’s web page. On the other hand, with 
too many domains, the Internet risks be- 
coming so confusing that consumers will re- 
act by sticking more fiercely to the familiar 
coms. Even online, governance is an exercise 
in compromise. 
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British Nuclear Fuels 


Horrid stuff 


HERE are two things that Britain has al- 

ways. been lousy at managing: state- 
owned industries and advanced technol- 
ogies. British Nuclear Fuels (Bnei) combines 
both. Britain’s largest remaining state- 
owned company is in deep trouble because 
it falsified quality-control data for mixed-ox- 
ide (mox) fuel produced at its Sellafield com- 
plex in north-west England and shipped to 
Japan and Germany. Last week, the Nuclear 
Installations Inspectorate (Nu), Britain’s in- 
dependent nuclear watchdog, produced a 
report lambasting its “systematic manage- 
ment failures”. This week the company’s 
chief executive, John Taylor, resigned. 

If the problems at Bnet had arisen in a 
chocolate factory instead of a plant that 
turns plutonium and uranium into pellets 


for use in fuel rods for nuclear-power plants, 
nobody would have given them much 
thought. The faked data was for a safety 


already been measured automatically, and it 
was anyway technically impossible to load 
wrongly sized pellets into fuel rods. The 
check was tedious: one operator had to mea- 
sure each pellet and call out the reading, 
while another typed the result on a spread- 
sheet. Some got bored and simply copied the 
results from one spreadsheet to the next. 

Although it is BNFL’s reputation that has 
been harmed, rather than nuclear safety, the 
scam points to what the nui calls a “deteri- 
oration in safety performance”. Laurence 
Williams, head of the nu, noticed last spring 
a disturbingly high rate of problems arising 
in Sellafield and sent in an inspection team, 
even before the problem with Mox measure- 
ments emerged. As soon as it did, he insists, 
he informed mim, Japan’s trade and indus- 
try ministry, which sent two inspectors over 
to talk to the nu last September. 

By then, though, the damage was done. 
Although the nui insists that the mox fuel is 
safe to use, and snel and British officials 
have grovelled, the furious Japanese are de- 
manding that Br take back two large ship- 
ments of fuel rods and have announced they 
will accept no more Mox for Britain. 

This may cost BNFL dear. It is the biggest 
customer for the firm’s fuel-reprocessing 
and mox business. In Germany, Preussen- 
Elektra, the only company with a substantial 
contract to take BNFL’s Mox fuel, announced 
last week that it would close its nuclear plant 
at Unterweser and sue. 

Indeed, Japan and Germany now havea 
handy excuse to break their deals with BNFL. 
That could be welcome. As both countries’ 
electricity markets are liberalised, the nu- 
clear industry will be keen to avoid having to 
use expensive MOX. So why does BNFL want 
to make the stuff? The answer lies in its plant 
for reprocessing spent fuel, built partly to 
take used fuel from Germany and Japan 
(which largely paid for its construction) and 
partly to produce the plutonium that was 
once expected to be needed as fuel for fast- 
breeder reactors, in Britain and elsewhere. 

But fast-breeders have gone out of fash- 
ion, killed by fears of terrorism and their 
high cost. So BNFL now sits on the largest ci- 
vilian stock of plutonium in the world. 
When, in 1992, France (which also repro- 
cesses commercially) returned to Japan the 
plutonium oxide extracted from repro- 
cessed Japanese fuel, there was uproar. 

So how else to ship out the plutonium? 
Turn it into mox, which is harder for terro- 
rists to use. Hence what Gordon MacKerron, 
of the Science Policy Research Unit at the 
University of Sussex, describes as “a baroque 
complicated way” of disposing of spent nu- 
clear fuel. He argues that, for a utility starting 
from scratch, reprocessing would be two to 
three times as expensive as simply storing 
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Sellafield runs amox 


the waste. Even with the reprocessing plant 
in place and paid for, he thinks that storage is 
cheaper than mox. But mox has one huge 
advantage: it allows everyone to argue that 
the spent fuel sent to Britain by Japan and 
Germany will eventually be sent back. No 


Family firms in Italy 


British politician could agree 
that other countries’ waste 
should be permanently kept 
in Britain. 

Another casualty of the 
MOX scandal has been plans 
to sell a 49% stake in BNFL. 
That is a shame. BNFL has al- 
ready begun to diversify into 
activities that belong in the 
private sector: it has a growing 
nuclear clean-up business, 
much of it in the United 
States, and it is starting to de- 
commission Britain’s elderly 
Magnox nuclear-power sta- 
tions, which it runs. Re- 
processing accounts for less 
than a third of its turnover. 
Sellafield itself would argu- 
ably be more safely managed in private 
hands. A true public-private partnership 
that put management in private hands and 
left the main risks of decommissioning the 
Magnoxes with the taxpayer would be the 
best start to rebuilding BNFL. 
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The generation game 


MILAN AND TURIN 


For half a century, the best Italian firms have been family firms. Does it 
matter that the family’s role in business is now in decline? 


66™PHE family firm has been the back- 
bone of the Italian economy,” de- 
clares an Italian investment banker. Well- 
known names suchas Agnelli, Pirelli, and De 
Benedetti have long controlled large parts of 
Italy’s industry. Lesser-known families own 
the small and medium-sized exporters upon 
which its post-war prosperity is founded. 
Yet Italy’s business culture is moving away 
from the family as firms struggle to adapt to 
changing technologies and financial mar- 
kets. Is this a threat, or a chance for Italian 
firms to attain the scale denied them by a 
shortage of capital and good managers? 

Italy is swarming with small firms. Ac- 
cording to Confindustria, the country’s in- 
dustrial confederation, 70% of Italian work- 
ers toil for firms that have fewer than 100 
employees. In France, the share is 30%; in 
Germany and America, it is around 20%. 
More than half of Italian manufacturing 
companies have fewer than 20 workers, ac- 
cording to the Bank of Italy. 

Most of these firms are family-owned, a 
tradition that is deeply ingrained in the Ital- 
ian psyche. This month Italy is hosting a 
meeting of Les Hénokiens, an exclusive in- 
ternational club named after the patriarch, 
Enoch, who lived for 365 years. It has 26 
member firms, all at least 200 years old and 
still owned or controlled by descendants of 
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the founder. Italy has more members than 
any other country—among its ten grandees 
are such names as Beretta, an arms maker, 
and Crespi, acotton manufacturer. 
Typically, Italian entrepreneurs have 
been loth to surrender even a small part of 
their equity capital to stockmarket investors. 
Instead, financing came from: cashflow or 
bank loans. If nobody in the family showed 
enough interest or ability, then professional 
managers were brought in. They tended to 
receive a salary, but not shares or share op- 
tions, and they were for the most part kept 
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cn an extremely tight rein. 

Despite all its obvious drawbacks, the 
system has produced a highly successful 
manufacturing economy. Northern Italy is 
one of the richest parts of Europe. The region 
is home to hundreds of world-class firms 
that dominate their niche, such as cigarette- 
making machines, buttons or surgical tools. 
Because managers and owners tend to be 
one and the same, the best Italian firms are 
hard-working and run for the long term. 

However, family control is coming un- 
Ger attack on several fronts. One, inevitably, 
is the Internet, something that Italian busi- 
ness has suddenly latched on to. As well as 
setting up websites and web-based opera- 
tions, traditional firms are realising that they 
need to be able to issue shares rapidly if they 
are to buy Internet firms, and that argues for 
a stockmarket listing. 

For instance, ILE, a printing and media 
firm owned by Farina Group, the holding 
company of the Vittorio family, prints yel- 
low-page telephone directories—hardly the 
stuff of Internet mania. But it has recently 
started 1LTe.net, an online business for spe- 
cialist newspapers, as well as a business-to- 
business facility designed to make print-or- 
dering more efficient. irre is thinking of list- 
ingits shares so as to capture a high valuation 
for these burgeoning operations, 

Even firms that are not so close to tech- 
nology feel tempted to cash in on Italy’s 
booming stockmarket (see chart on next 
page). Whereas trade sales used to be the best 
way of releasing value, a float is now more at- 
tractive. Because the Milan bourse is more 
open to international scrutiny, family firms 
have come to believe that they can raise new 
capital with less threat to their control. 

Hence the rush to list. Last year, 32 firms 
came to the bourse in Milan, compared with 
18 in 1998 and 11 in 1997. Investment bankers, 
who are vigorously seeking out fresh candi- 
dates, say around 300 firms are waiting to 
float, and the queue is growing. Until the 
early 1990s, Italy's stockmarkets were equiv- 
alent to under 15% of Gpr. Thanks to listings 
(and also privatisations), that figure is now 
63% and is continuing to rise. 

Demographics are important too. Many 
of the more successful family firms started in 
the 1950s and 1960s. Their founders, if still 
alive, are at retirement age. A few families 
have the good fortune to produce second- 
and even third-generation talent, but most 
have to sell the business or bring in profes- 
sional managers. 

The transition from family control can 
be tricky. Alberto Falck, chairman of the As- 
sociazione Italiana della Aziende Familiale 
(aiar) and himself the third-generation 
owner of a steel company, says that manag- 
ers need real space to operate, something 
that notall of them enjoy. 

Fininvest, a successful media group, was 
the private family vehicle of Silvio Berlus- 
coni, an entrepreneur who, after running the 
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NEW YORK 


HE late Gianni Versace learnt his craft 

sewing at his mother’s knee in Calabria. 
With his mother, brother and sister, he 
built a fashion empire that catapulted him 
to astonishing riches. Giorgio Armani, who 
is 65, still runs the fashion business that he 
has built over the past quarter-century. 
Prada, which is turning itself into a con- 
glomerate of luxury brands, is micro-man- 
aged by Patrizio Bertelli, husband of Miuc- 
cia Prada, a grand-daughter of the founder. 
Krizia,a fashion house based in Bergamo, is 
run by a septuagenarian, Mariuccia Man- 
delli, and her husband, who have no heirs. 

Many of Italy’s rags-to-riches stories 
are similar. Of its 53 fashion companies 
(spanning ready-to-wear fashions, per- 
fumes, shoes and accessories), 30 remain 
private and independent, according to J.P. 
Morgan, a bank. Of the four big quoted 
companies, Gucci, Bulgari, Ittierre and Mar- 
zotto, only Gucci, listed in the Netherlands, 
is no longer family-controlled. 

Now, however, luxury goods are being 
transformed from a cottage industry into a 
multi-branded business run by profes- 
sional managers. Once designers could fo- 
cus on creating stunning and hugely loss- 
making haute couture, while a licensee 
would take care of selling the perfumes, 
handbags and scarves that actually made 
money. But brands were devalued with 
shoddy and inappropriate products. 

These days, the big idea is to control 
manufacturing, distribution, retailing and 











Families out of fashion 


marketing. Luxury-goods firms are turning 
into retailers, buying, designing and run- 
ning their own shops in prime locations. 
That is expensive: rents on Madison Ave- 
nue can be as much as $1,000 a square foot. 
In recovering Asian markets, 
property bargains are just as 
scarce. As competition in- 
creases, so does the need for 
resources to invest in pro- 
duct innovation and clever 
marketing in expensive 
glossy magazines. 

The advantage lies with 
a new breed of multi- 
headed brand conglomer- 
ates, such as LVMH and 
Gucci, that have the clout to 
negotiate the best property 
and marketing deals and 
can offer manufacturing 
and distribution synergies 
across their brands. But 
these monsters are mindful that their exist- 
ing brands cannot be stretched too far. 
That is why they are on the prowl. 

Italy is becoming their favourite hunt- 
ing-ground. In 1998 Valentino was bought 
by udp, an Italian investment company; 
last spring LVMH tried to buy Gucci. Private 
Italian fashion houses have since seen a 
flurry of deals. Gucci bought Sergio Rossi, 
an Italian shoe maker. Bulgari, Gucci, Prada 
and tvmu all scrambled for Fendi, which is 
owned by five sisters and is famous for its 





Family values 


“Baguette” handbag. That fight was even- 
tually won in October by tvmu and Prada, 
which jointly took a 51% stake. 

Now even the bigger firms are in play. 
Giorgio Armani, eager to add know-how in 
accessories to his skill in clothes, is said to 
have been talking to both tvmx and Gucci. 
Although tvMH would love to own some 
Italian ready-to-wear, Armani may prefer 
a joint venture with Gucci. 
This would let Mr Armani 
retain control, on condi- 
tion that Gucci buys him 
out when he retires. Ver- 
sace too is considering its 
options. Gucci’s boss, Do- | 
menico de Sole, a fellow 
Calabrian, is thought to be 
friendly with the family, 
although Versace may 
prefer a flotation. Krizia, 
Cerruti and Gianfranco 
Ferre all need to expand 
and find new blood. 

Prada is one of the few 
big Italian firms that seems 
intent on keeping family 
control, even as it adds brands to its stable. 
That could yet trip it up. Mr Bertelli’s inter- 
fering style of management has already 
caused Jil Sander, a German designer, to 
storm out, only months after Prada took a 
75% stake in her company. Critics say that 
Prada needs an outsider to offset Mr Ber- 
tellis management style. In the end, how- 
ever, and for all the increasing profes- 
sionalism of luxury goods, they always 
remain beholden to the brilliance of a de- 
signer whocan flounce off the catwalk. 











family firm, tried to run the country instead. 
In the mid-1990s several of his firm’s main 
subsidiaries floated. Claudio Sposito, the 
chief executive, is a former whizz-kid invest- 
ment banker who oversaw the group’s initial 
public offering. He stresses his operational 
freedom, as well as Fininvest’s commitment 
to disclosure and corporate governance. 
However, Mr Berlusconi’s daughter is the 
group’s vice-chairman and his son works in 











A capital crescendo 
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its television subsidiary. The family’s influ- 
ence may be reduced after the listing, but it is 
there, nevertheless. 


On the road 


Once firms have taken the first step towards 
opening up their capital structure, others in- 
evitably follow. Last year, for example, Ca- 
muzzi-Gazometri, a gas distributor owned 
by the Garilli family, issued €200m ($204m) 
of corporate bonds. The prospectus dis- 
closed an unprecedented level of informa- 
tion about the group and its activities. A year 
earlier, the same firm released only basic fi- 
nancial information to outsiders. 

In the past, professional managers were 
rewarded by official salaries topped up with 
perks that might include a chauffeur-driven 
car, use of company employees for domestic 
chores such as gardening, and, occasionally, 
“black” payments into Swiss bank accounts. 
These days, share options are taking over. For 
smaller high-tech and Internet firms, they 
are essential. Family firms that want to retain 
their best managers and attract new ones are 
increasingly following suit. 


The changes facing family firms have ar- 
rived with unsettling speed. The danger is 
that some get left behind, and find them- 
selves less able to raise capital or to reward 
managers with share options. That is where 
Mr Falck’s arar fits in. It was formed in 1998 
to educate younger family members to give 
them a better grasp of such matters as cor- 
porate governance and stockmarkets. The 
association, which has around 100 member 
firms and 70 individual members, holds reg- 
ular seminars and workshops, attended by 
such families as the Alessi (kitchenware), 
Bauli (cakes) and Frescobaldi (wine). 

The opening up of Italian business clears 
the way for the best firms to grow much 
faster than they did in the past. But some will 
inevitably feel uncomfortable. Listed firms 
face scrutiny and their managers can face 
criticism. They are vulnerable to takeovers 
and the vagaries of the markets. Richard 
Branson, Britain’s best-known entrepreneur, 
took the Virgin group public in 1986. Within 
two years, fed up with the carping of inves- 
tors, he took it private again. 
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Blood and oil 


Mark Getty has created the biggest commercial photographic library in the world. 
It sounds a far cry from oil, but it isn’t 


HEN the Gettys sold the family business 

to Texaco in 1984, Mark Getty, one of J. 
Paul's grandsons, realised they had lost more 
than a company: they had given up the knowl- 
edge and the contacts available only to an in- 
dustry insider. He made up his mind to be- 
come an insider again, without knowing what 
industry he would go into, and persuaded 
three-quarters of the family—his father, two 
uncles and 13 of 18 cousins—to back him. 

He set up in London with a colleague from 
Hambros, an investment bank where he had 
been working, and started to look around. 
Among the many deals he was offered was the 
Telegraph newspaper's library of colour pho- 
tographs. He liked the idea; was outbid, and 
started looking at other libraries. This week, in 
his 14th acquisition in five years, he finally 
bought the Telegraph library: it is part of Visual 
Communications, for which he paid United 
News and Media $220m. Once the takeover is complete, Getty Im- 
ages will have around 70m images, making it bigger than its main 
competitor, Bill Gates’s privately held Corbis, which has 65m. The 
Gettys who supported Mark have done better since Getty Images 
floated in 1998 than they would have if they had left their money 
in oil (see chart). 

So why did Mr Getty like the idea of photography? Partly be- 
cause of its obscurity. “There was this whole industry there, and 
nobody had heard of it. Even the people working in it didn’t think 
it was a very interesting business.” Its fragmentation increased its 
appeal. Mr Getty looked at the way the business worked, con- 
cluded that there was no good reason for it to be fragmented, and 
set about consolidating it. 

He also spotted that there was scope for increasing efficiency 
by digitising the business and putting it on the Internet—and that, 
as it was modernised, the economies of scale would increase. Scan- 
ning images, giving them key words so that researchers can find 
them, creating data centres and websites, building thick pipes for 
downloading images, all raise the fixed costs of the business. Getty 
Images has spent around $30m in the past two years on building its 
electronic infrastructure. Scanning and giving key words for each 
picture costs around $45. Some 1.2m out of a planned total of 3m 
have been done so far. Small firms cannot 





market in a scarce resource? It is hard to see the 
vulpine grandfather in this friendly, thought- 
ful 35-year-old, but Mr Getty acknowledges 
some similarities:a voracious appetite for irrel- 
evant knowledge and a business dealing in the 
lifeblood of the economy. “Intellectual prop- 
erty,” he says, “is the oil of the 21st century. 
Look at the richest men a hundred years ago: 
they all made their money extracting natural 
resources or moving them around. All today’s 
richest men have made their money out of 
intellectual property.” 

But there, he reckons, the similarities end, 
because the kind of organisation that was 
needed to drill oil was very different from the 
kind of organisation needed to generate and 
manage intellectual property. In the oil busi- 
ness, the capital is in the ground; in the intellec- 
tual-property business, it is in people’s heads. 

J. Paul could afford to be autocratic (“One 
is very nearly always let down by underlings”, he said), mean (he 
once fired all his employees and rehired them at lower salaries) 
and distant (for the last 20 years of his life, he did not once visit his 
company headquarters in Los Angeles). Mark cannot. He has 
shifted his headquarters from London to Seattle, keeps his family 
in London and travels to and fro about once a fortnight. His em- 
ployees are fulsome about him. 

Anyway, says Mr Getty, you can’t corner the market in photo- 
graphic imagery. Pictures are not a finite resource. “In some areas 
we have more images than the rest of the market put together. But 
libraries are being built up at a terrific pace. A photographer in a 
lifetime will produce maybe a million images, and there are about 
15,000 professionals at work out there.” 


Beating Bill 

That said, the famous images, such as Henri Cartier-Bresson’s pic- 
tures, that form the bulk of the consumer business are in limited 
supply. And Mr Getty is busy building other barriers to entry to his 
business. Just as scale was the barrier to entry in the oil business, 
because of the high costs of finding the stuff, so it is in the expen- 
sive world of digitised photography, because of the costs of reli- 
able technology, a big library and establishing a strong brand. 

As thesmall libraries disappear, the ri- 





afford that sort of investment. [ Oil sinks 


So Mr Getty is integrating the compa- 
nies he has bought (with some difficulty, 
since most used to be rivals), putting the 
most valuable images online and building 
four websites through which different 


Share prices, Feb 12th 1998=100 


valry between Getty Images and Mr 
Gates’s Corbis is getting as sharp as that 
between the old oil magnates, especially 
now that Corbis is moving into the profit- 
able advertising market that Mr Getty 
seemed to have conquered. “We're going 





markets will gain access to them: Getty- 
one for advertisers, Gettysource for edito- 
rial, Gettyworks for small businesses and 
art.com for consumers. Customers on the 
websites will be offered not only photo- 
graphs, but also software and data—a 
range of intellectual property, in other 


words, all of it belonging to Getty Images. e 


So is Mr Getty simply doing what oil- 
men have always tried to do—corner the 





Source Primark Datastream 





after them,” says Leslie Hughes, of Corbis 
Images. Mr Getty has the advantage of a 
roaringshare price to finance acquisitions. 
But Corbis has Bill Gates. 

Given Mr Getty’s emphasis on the dif- 
ferences between him and J. Paul, it seems 
curious that he has chosen the Getty 
name for his brand. No other Internet mo- 
gul has done this. Nor, for that matter, did 
| any of the other oil magnates. Odd, that. 
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Many obstacles still ahead 


BANGALORE, OELHI AND MUMBAI 


At long last, the Indian economy is surmounting some of the obstacles that 
have held back its growth. The government still needs to do far more to get 


itself out of the way— 


rticularly to prepare the way for improvements in 


infrastructure, especially power. This week’s budget was disappointing on 
both fronts. Yet reforms are quietly happening, notably at state level 


HESE are heady times for the Indian 

economy. Its current 6% rate of expan- 
sion puts it among the fastest-growing in the 
world. India has never been much good at 
manufacturing things for export, but it is 
starting to reap handsome benefits from its 
flair for the information-technology and 
knowledge-based industries that may drive 
the world economy in years to come. India’s 
high-tech success has been feted on recent 
covers of international magazines. But even 
traditional businesses are reviving. 

India’s government, traditionally one of 
the biggest obstacles to entrepreneurial am- 
bition, has become steadily more business- 
friendly. The ruling coalition, led by the 
Hindu-nationalist Bharatiya Janata Party 
(sje), won last September's election with 
promises to promote foreign investment and 
to lift the growth rate to 7-8%. Despite some 
disappointment with the previous coalition, 
also led by the syr, the new government es- 
tablished its reformist credentials early by 
opening insurance to private competition 
and foreign investment. It has simplified 
(though not enough) the procedures for for- 
eign investment and taken the first steps to 
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revive stalled plans for privatisation. With so 
many clever entrepreneurs and a supportive 
government, fantasisers have dreamed of In- 
dia becoming a California-style service 
economy without passing through a Cleve- 
land-like manufacturing phase first. 

Yet the budget for 2000-01, presented on 
February 29th, is bound to shake this fan- 
tasy. The expectation had been that, with a 
comfortable majority in parliament and a 
relatively healthy economy, the government 
would shake up and reform a bloated and 
misshapen state whose excesses have done 
so much to stunt economic growth. Yash- 
want Sinha, the finance minister, did indeed 
make a start—but it was far more timid than 
itshould have been. 

Thus Mr Sinha’s plans for privatisation 
are notable for their modesty, not their am- 
bition: his budget talks of raising just 100 bil- 
lion rupees ($2.4 billion) from “disinvest- 
ment”, the preferred term. He offered no 
promises of specific cuts in government 
manpower. Subsidies and tariffs are nicked, 
not slashed. Spending on defence is to jump 
by nearly 30%, to ward off a menacing Pak- 
istan. There are sops for favoured industries, 
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especially high technology. 

There were a few feints to- 
wards more substantial reforms. 
Simplification of excise tax proce- 
dures should be a boon to busi- 
nesses, whose energies are con- 
sumed by red tape and whose 
profits are eaten up by petty cor- 
ruption. Foreign portfolio inves- 
tors will be allowed to buy 40% of 
an Indian firm, up from 30% be- 
fore. Venture capital is offered fa- 
vourable tax treatment. And gov- 
ernment holdings in state-owned 
banks are in principle to be cut to 
33%, though Mr Sinha hastened to 
assure his colleagues that they 
would remain in public control. 

Mr Sinha has also started on 
the mammoth task of trimming 
the government's subsidy bill, by 
raising prices on fertiliser and seeking to di- 
rect food subsidies more towards the poor. 
Yet overall subsidies will continue to run at 
well over 10% of cpr. That is one of the rea- 
sons why the budget also fails one long- 
flunked economic test, the fiscal deficit. This 
is to fall only from an expected 5.6% of Gpp 
this year to 5.1% in 2000-01. Add in the states” 
deficits, and the total public deficit next year 
will be 9.7% of Gpr, perhaps even more. 

The budget is, admittedly, not the only 
vehicle for economic reform. Red tape can 
be slashed by other ministers. The govern- 
ment’s economic survey, published a day 
before the budget, gave further hints of bet- 
ter things to come, including liberalisation of 
labour laws. Moreover, it is the states, rather 
than Delhi, that have primary responsibility 
for much of what most needs reform in In- 
dia, including education, health, irrigation 
and power. Even so, markets and businesses 
look to the budget as a signal of a govern- 
ment’s willingness to fight for economic re- 
form and to inspire new investment. On 
both counts this one fails. The stockmarket 
duly plunged as Mr Sinha wound up. 

Sois the hype about India’s high-tech fu- 
ture overdone? Not entirely. Information 
technology and the media are increasingly 
important to India, both because they are 
growing fast and because they are likely to 
give the country a bigger stake than ever be- 
fore in the world economy. But they are un- 
likely to become the economy’s bread and 
butter any time soon. Software-related ser- 
vices still account for little more than 1% of 
cpp. Agriculture and industry, in contrast, 
make up more than half of total output. The 
economy will depend for a long time tocome 
on how well these traditional sectors do. 

Recently, they have done well enough to 
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give India a respectable growth rate (see 
charts). The past year’s spotty monsoon held 
agricultural growth to only about 0.8%, but 
that came after several good monsoons had 
boosted farmers’ incomes. And a recovery in 
industrial production and in exports, both of 
which were -hit by South-East Asia’s econ- 
omic crisis, has largely made up for the lapse 
in farming: oi 

The bricks-and-mortar recovery is heart- 
ening not just for in sake, but because it 
will keep policymakers’ minds focused on 
reforms that are still needed to make growth 
impressive rather than simply respectable. 
The boom in India’s knowledge industries 
may have created the illusion that India can 
thrive even if it does not tackle such political 
sacred cows as its labour laws, its infrastruc- 
ture and its rules that hamper the develop- 
ment of small industry. Manufacturers of 
tangible goods know that it cannot. 

Their recent revival is nevertheless a sign 
that some reform is happening. The liberal- 
isation of trade, begun in the early 1990s, has 
prompted a wave of restructuring and 
turned some Indian companies to foreign 
markets, This week, Tata Tea announced the 
acquisition of a venerable British tea firm, 
Tetley. This move was inspired partly by an 
impending decontrol of tea imports. 

More competition is on the way. India 
struck a deal with America to remove quan- 
titative restrictions on imports two years ear- 
lier than planned. Tariff barriers will replace 
them, but not for ever. Imports of products 
now reserved for small-scale industry may 
also prompt the dismantling of old regula- 
tions that have reserved the output of such 
things as toys and clothes to small compa- 
nies, crippling their export potential. 

Infrastructure is another area where 
there are some signs of hope. Mahesh Vyas, 
executive director of the Centre for Monitor- 
ing Indian Economy in Mumbai, argues that 
the government's top priority should be set- 
ting up “sustainable, transparent regulatory 
authorities for public utilities.” Without in- 
dependent regulators, investors will not risk 
big money in roads, power, telecoms and 
other services vital to farmers, manufactur- 
ers and even high-tech firms. And without 
such investment, Mr Vyas believes, the econ- 
omy will never take off. 





The government's record here has been 
uneven. In telecoms, it recently decided to 
abolish the regulator, which had repeatedly 
fought and lost against the state-owned tele- 
phone company in court over its rulings. The 
new regime, a tribunal to hear disputes anda 
new regulator with narrower but better de- 
fined powers, will find it hard to be tough 
and even-handed as long as the government 
dominates the telecoms market. Railways, 
another key infrastructure industry, also re- 
main vulnerable to populist whim. The rail- 
way budget, unveiled earlier this week, does 
nothing to correct the cross subsidy that 
benefits passengers at the expense of freight 
and little to improve overall service. 


Powering up 
Above all, there is India’s age-old and biggest 
infrastructure problem: electricity supply. 
Electricity was the sector where reforms 
were first essayed a decade ago. They failed. 
This time round, success may be a bit closer. 
The prospects for electricity reform can, in- 
deed, stand as a paradigm for the broader 
outlook for economic reform in India. 

Several states have at last begun to re- 
form their state electricity boards, which de- 
liver unreliable power to consumers and 
massive deficits to their government owners. 
Not before time. In the much-hyped high- 
tech centre of Bangalore, for instance, power 
cuts are now so common that most local 
businesses have given up altogether on the 
Karnataka State Electricity Board (kses), the 
local monopoly provider, and are instead 
setting up their own power plants. 

Ask how much such system failures cost 
the local economy, and N. Gokulram, the 
newish boss of the kses, throws his arms in 
the air in despair. Yet the board’s decisions 
often make things worse. Reluctant to cut 
even more people from the grid, the agency 
is spreading too little power among too 
many users. As a result, everybody receives 
poor-quality electricity. Consumers pay for 
this too, in ruined motors and machinery, 
lost output and crops denied irrigation. In- 
dia, not surprisingly, is the world’s biggest 
market for such oddities as power stabilisers 
and voltage “correctors”. 

Yet even though consumers pay in so 
many ways for the shoddy and unreliable 
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power they get, the xsep, like all the state 
electricity boards, still bleeds red ink. In the | 
latest fiscal year, the state exchequer subsi- 
dised it to the tune of 8.6 billion rupees. 
Across India, the subsidies required by segs 
topped $13 billion last year, about 3.5% of In- 
dia's Gop. Electricity supply is a main reason. 
for the state governments’ budget deficits. 
The underlying problem. is: that, al 
though all consumers pay. indirectly for- 
power, few pay in real cash. Only 37% of Kar- 
nataka’s total power consumption is me- 
tered. Farmers, a politically important lotre- 
ceive unmetered power at absurdly low flat 
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30% last. year, three times. the inte 
norm. Experts suggest that m uct of that is is 
outright theft. 
India is, in short, the most perverse mar- | 
ket for electricity in the world. Although it 
produces over 115,000 mw of electricity, ona 
par with Britain and France, its consumption 
per person is a tiny fraction of the level in 
those countries. And despite the fact thata — 
sixth of all India’s capital investment in the 
past decade went intoelectricity, the country 
still suffers a power deficit at peak hours of 
as much as 20%. If this sorry state were a 
function of poverty and overpopulation, it 
might be sad but understandable. Yet China _ 
delivers twice as much power, on average; to 
its bigger population. Indians are denied 
greater access to electricity, and so to thene- 
cessities and comforts of life made possible. 
by it, chiefly by the incompetence of their 
political masters. 
To be fair, India’s government has tried 
to come to grips with this problem for much 
of the past decade. But rather than tackling 
the task of “fixing the holes in the leaky 
bucket”, as one observer describes: the sep - 
morass, the centre at first pursued the easier 
bale of pouring lots more power in. So: the 
early reformers tried to lure private capital 
into independent power projects (1pPs). 
For all their promise, however, these first 
reforms have not done enough. Of the 200- 
odd deals signed earlier this decade, promis- 
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ing over 100,000 Mw of new power, only a 
handful, worth barely 5,000 mw, have mate- 
rialised. Nearly all the projects have been 
tangled in red tape, politics and, especially, 
financial woes. Because the 1pps have to sell 
their power to the sess, which are bankrupt 
entities, their bankers have insisted that 
states provide financial guarantees. But since 
the states’ finances are so parlous, this is po- 
litically and financially difficult. 


Fixing the leaky bucket 


Karnataka may, in short, not seem a place for 
much optimism about the future of Indian 
power. Yet look again, and you find that the 
state government has been forging ahead. In 
mid-February it signed an accord with the 
central government promising a set of diffi- 
cult reforms, ranging from expansion of me- 
tering to the eventual privatisation of the dis- 
tribution bits of the kses. And Karnataka 
today is only one of a dozen states to be em- 
bracing such reforms. 

They are responding in part to outside 
pressures. The central government and the 
World Bank have shifted their focus from 
grandiose generation projects to fixing SEBS. 
The World Bank now offers funds and exper- 
tise only to those states undertaking ses re- 
form. Last year, with its help, Orissa became 
the first state in modern India to privatise 
distribution. P.R. Kumaramangalam, the 
federal power minister, who has introduced 
a bill in parliament designed to prod the 
states towards further reform, explains the 
volte face simply: “We should have ad- 
dressed revenues first.” He offers instead a 
three-step reform plan. 

The first step is audit. The minister wants 
to see all customers on meters, using the 
threat of prison, if necessary, to persuade re- 
luctant or crooked ses officials. Next is un- 
bundling. The minister wants to separate the 
integrated segs into generation, transmis- 
sion and distribution companies, each with 
clear accounts. And the third step is to bring 
the private sector in to run distribution, hiv- 
ing off some generation assets to meet debts. 

Another reason for hope over electricity 
is that the right to set tariffs is being stripped 
from the politicians. The government has set 
up the Central Electricity Regulatory Com- 
mission, a quasi-judicial body led by outsid- 
ers. S.L. Rao, its respected boss, is determined 
to achieve “sweeping competition and 
choice in power”. How? “Our mandate asks 
us to promote competition and efficiency in 
the system,” he says, and he adds with a 
twinkle, “I've taken this phrase to mean quite 
a lot.” Encouragingly, half of India’s states 
have also set up independent regulators. In 
these states, if politicians want to favour 
groups with cheap power, they must pay 
with explicit subsidies from the exchequer. 

One more reason to hope is that the 
myth of the untouchable Indian farmer is, at 
last, being debunked. It has become clearer 
than ever before that it is the rural rich, not 
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the subsistence farmer too poor to afford 
even a water pump, who benefit from the 
100 billion rupees spent every year on subsi- 
dising power for agriculture. Many of the 
electricity “losses” attributed to unmetered 
consumption in agriculture never reach 
farmers. Commercial and residential users, 
in cahoots with crooked ses officials, pilfer 
that power. The best proof of this once-con- 
tentious notion is in Delhi: the local ses has 
virtually no agricultural clients, yet recent in- 
vestigations into its books reveal that it 
“loses” a staggering 55% of its power. Con- 





Eyes on the ball, boys 


sumers are, at last, starting to rebel. 

Indeed, the most encouraging trend is 
that India’s long-suffering consumers are 
growing impatient: impatient with power 
cuts, impatient with power losses, above all 
impatient with the failed promises of popu- 
lists. They are giving reformers a chance todo 
better. In Uttar Pradesh, efforts assisted by 
the World Bank to reform the ses led to a 
noisy strike by the state’s electricity union in 
January. Yet the union found no popular 
support. In recent state elections in Andhra 
Pradesh, Chandrababu Naidu, the state’s 
chief minister, faced an opponent who 
promised free electricity. Mr Naidu stuck to 
his guns: “Get free electricity for one hour a 
day, or pay and get power 24 hours a day.” 
Against all expectations, voters re-elected 
him. 

The evidence is that Indian consumers, 
even poor ones, are willing to pay for elec- 
tricity,so long as they get enough of it. Experi- 
ence in Rajasthan has shown that farmers 
are happy to be metered, and to pay higher 
tariffs, if they see a reliable supply. This is 
true of the urban poor too, as a visit to Mara- 
tha colony, a slum near Mumbai's airport, 
makes clear. The dwellings are slapdash, the 


tenants have no proper title to their land, 
children play among piles of rotting rubbish 
and open sewers. It hardly seems a promis- 
ing market for private power. Yet peer into 
the tenements, and you find that each has 
electricity: a bulb and a fan, perhaps a small 
fridge or television. sses, the private firm that 
has provided power to suburban Mumbai 
for seven decades, says that perhaps 60% of 
its 1.8m customers live in such slums. 

How can sses possibly turn a profit ser- 
vicing slums? The firm has invested heavily 
to provide even these downtrodden con- 
sumers with safe, reliable, quality power. Ev- 
ery home is metered with tamper-proof 
equipment, meter readings are cross- 
checked with surprise audits, bills are com- 
puterised and the quality and quantity of 
energy delivered are monitored. Ask a resi- 
dent of Maratha colony why he pays his 
monthly electricity bill, and he is astonished 
by the question: “What? Do you think the 
power will come for free?” Bangalore’s new 
Internet billionaires could not put the case 
for reform more eloquently. 


Two faces of reform 


The prospects for electricity shake-ups at 
state level, combined with this week’s bud- 
get, reveal two essential truths about the 
chances of further reform in India. One is 
that people want it, if properly informed, 
and are willing to make sacrifices to get it. 
The second is that the governmentin Delhi is 
pulled two ways. The lure of becoming an 
“economic superpower” and the dazzle of 
high-tech success both beckon reformers on- 
wards. Butold habits and entrenched special 
interests hold them back. Mr Sinha’s budget 
reflects precisely that confusion. 

The big risk now is that India’s relatively 
healthy economic performance may lull the 
government into a familiar complacency. 
With foreign-exchange reserves of over $30 
billion, there is little chance soon of a repeat 
of the balance-of-payments crisis that 
sparked India’s first wave of reforms in 1991. 
Indeed, a healthier economy seems to have 
persuaded the government to be more active 
in areas of neglect (roads, housing) but not 
less active in areas where it ought to be pull- 
ing back, such as subsidies. As for the budget 
deficit, the government seems dangerously 
unconcerned. 

Such complacency cannot be af- 
forded—as at least some states, notably in 
the south and west, realise. But electricity re- 
form will not be enough on its own. A telling 
sign is that all the recent hype about India’s 
economy has yet to tempt many foreign in- 
vestors to take long-term risks. Foreign direct 
investment was just $2.2 billion in 1998 and 
slowed even further during the current fiscal 
year. The government's target is $10 billion; 
China gets nearly $50 billion. That gap may 
be the best measure of how far the Delhi 
government still has to go. 
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HELP DEFEAT THE SILENT CRIPPLER. 


One of the most significant health achievements 
in history should soon take place. By the end 
of the year 2005, we should be able to certify 
that the scourge of polio has been wiped from 
the face of the earth forever. 


Over the last decade, the number of polio cases 
worldwide has decreased by ninety percent. In 
1999, 5,000 cases were identified. 


But the world can’t celebrate yet. 
Nor can we be complacent. Polio 
won't miss any Opportunity to 
escape. If momentum is lost now, 
if a serious outbreak is allowed to 
occur, the effort to eradicate the 
disease could be set back for 


years, or even lost forever. 


Investing in this last battle won't be 
inexpensive. The World Health Organization 
estimates it will take an additional $300 million. 
But the returns on the investment will be 
enormous. Suffering, paralysis and premature 
death will be greatly reduced. And billions of 
dollars in future immunization costs will be saved. 


The benefits of this effort extend far beyond 
the disease itself. A worldwide culture of 
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prevention will be created. Doctors and nurses 
will have access to vulnerable populations 
otherwise cut off from health services. And the 
infrastructure will be in place to target other killer 
diseases such as AIDS, malaria and tuberculosis. 


What remains to be done? Money must be 
raised. Volunteers have to be recruited. Health 
professionals need to ensure that every child in 
every country has been vaccinated. Then, for the 
next several years, comprehensive worldwide 
monitoring must take place to watch for 
any further signs of the disease. 


The eradication of polio has to happen 
only once in the history of the world. The 
disease is on the verge of extinction. Now 
is the time to finish the job. 


THE POWER AND PROMISE OF VACCINES 


No one is fos fom otea disease unless 
everyone is safe. Vaccines offer the greatest potential 
for improved global health. Existing vaccines have 
become more affordable, and delivery methods 
increasingly successful. At the same time, efforts are 
continuing to make vaccines even safer, simpler and 


available for a wider spectrum of diseases. Aggressive 
programs to > develop vaccines for malaria, tuberculosis 


and AIDS are underway right now. Success will mean 
healthier lives for billions of people, and greater 
opportunities for entire countries. 


THE BILL & MELINDA GATES FOUNDATION IS PROUD TO SUPPORT GLOBAL 


POLIO ERADICATION, LED BY THE WORLD HEALTH ORGANIZATION, ROTARY INTERNATIONAL, 
UNICER CENTERS FOR DISEASE CONTROL AND PREVENTION, AND THE U.N. FOUNDATION. 


For a current report on polio eradication, please visit www.polioupdate.org. 
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Intrigue on 19th Street 


WASHINGTON, BO 


There is more than national pride at stake in the battle to be boss of the IMF 


N A straw poll on March 2nd, the board of 
the International Monetary Fund voted 
on three candidates to run the institution: 
Caio Koch-Weser, a German finance state 
secretary, Eisuke Sakakibara, a former senior 
Japanese finance-ministry official, and Stan- 
ley Fischer, the me’s long-standing number 
two. Although the outcome was not clear as 
The Economist went to press, the 
eventual managing director is likely 
tobe none of the above. 

Confused? You should be. Al- 
though the dark-suited bureaucrats 
who prowl the soulless corridors of 
the imr’s headquarters bear scant re- 
semblance to the debauched splen- 
dour of Constantinople’s courtiers, 
the im is in the midst of a leadership 
battle just as bitter as a court intrigue. 

~ Traditionally, the job goes to a 
European, usually a Frenchman. This 
time, the Germans wanted the post, 
and, in Mr Koch-Weser, they thought 
they had the ideal candidate. A multi- 
lingual Brazilian-born German, who 
has spent his career in the World 
Bank, Mr Koch-Weser looked emi- 
nently qualified. He is not. A career in 
the plodding, poverty-oriented 
World Bank is hardly good prepara- 
tion for tough decisions in financial 
crises. Few people who had dealt 
with the man thought much of him 
(see our Letters page, however). De- 
veloping-country officials were un- 
derwhelmed; as, sotto voce, were 
many other Europeans. And so, even 
more importantly, was Larry Sum- 
mers, America’s Treasury secretary. 
Mr Koch-Weser is widely viewed as 
clever, but lacking judgment and too 
willing to say what he thinks his supe- 
riors want to hear. 

Despite increasingly heavy hints 
that Mr Koch-Weser would not win enough 
support, the Germans were undeterred. Mr 
Koch-Weser was declared the ev’s unani- 
mious candidate this week. This forced the 
Americans to make public their objections. 
“We do not believe he meets the criteria fora 
strong candidate,” said Bill Clinton’s spokes- 
man, bluntly. 
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Officially, the Germans are still fighting, 
but privately other Europeans admit that a 
veto from America makes Mr Koch-Weser’s 
candidacy moribund. Mr Sakakibara, in 
turn, was never a serious runner: the Japa- 
nese government nominated him more to 
lay down a marker for a future claim to such 
jobs. Mr Fischer, however, is a genuine can- 





didate, His technical abilities and experience 
are undisputed (he was the man in charge 
during many recent financial crises). 

He is also turning out to be quite an effec- 
tive politician. Mr Fischer, who was born in 
Zambia and is Jewish, has overwhelming 
support among developing countries. The 
problem is that he is a naturalised American, 







































and, although Mr Summers thinks he:is:ter- 
rific, America’s Treasury is leery of irritating 
the Europeans even more by supporting an 
American candidate. In the Byzantine world 
of international institutions, America's bet 
ter off with a (good) European head of the 
imr than with an American. 

That is why there is now likely to be a 
scrabble for a better European candidate. 
Mario Draghi, a top man in the Italian Trea- 
sury, and Andrew Crockett, a Briton who 
runs the Bank for International Settlement 
in Basle, have long been on the list. Unfortu 
nately, like Mr Koch-Weser, both ‘are top- 
ranking bureaucrats. And ditching theirman 
for somebody with such similar credentia 
might put too much egg on'Germany’s face. 
Thatis why many insiders now expecta seri- 
ous political figureto emerge. : 

Among the possible candidates 
who would fit this bill are Giuliano. 
Amato, Italy’s Treasury minister (and 
a former prime minister); and’ Ken 
neth Clarke, a former British chancel 
lor of the exchequer. But the Italian 
already have the European Commis- 
sion presidency; and a Briton alread 
runs Nato. So the scramble could last 
awhile. Mr Fischer might even end up 
being formally nominated as an in- 
terim managing director for the next 
two years, serving out the rest of the 
nominal term of France’s Michel 
Camdessus, who stepped down a few 
weeks ago. 


Bickering at a price 
To any rational outsider, such poli: 
ticking must seem an absurd way to 
pick the head of the world’s leading 
international financial institution. It 
is, however, a mirror-image of the ten- 
sions that plague the imp. Its boss 
must balance and reflect several com- 
peting interests: those of the institu 
tion itself, those ofits (increasingly vo~ 
cal) developing-country borrowers. 
and those of its rich-country lenders, 
particularly America and Europe. Un 
fortunately, the time wasted by bal 
ancing these competing interests. 
comes at a price: the imr needs strong 
leadership, and new. oe 
Its public image is badly dented. 
From the left it is lambasted as an evil outfit 
that forces austerity programmes on poor 
countries; from the right it is dismissed as a. 
G7 slush fund that encourages countries 
(and lenders) to take risks in the knowledge. 
that they will be bailed out. It also faces the 
Seattle bandwagon: at the Fund’s spring. 
meetings on April 16th, thousands of anti- 
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globalisers plan to descend on Washington. 

The Fund's strategic challenges are 
broader. Although it has changed in recent 
years, there are still big questions about what 
it should be doing. How should it react to fi- 
nancial crises, and what should its role be in 
the poorest countries? There is now a con- 
sensus that the massive bail-outs to shore up 
fixed-exchange-rate regimes (as in Russia or 
Brazil) should not be repeated. But there is lit- 
tle agreement on how much the im should 
lend, for how long and on what terms. 

In America’s Congress, home to many of 
the rmr’s most vocal critics, debate is likely to 
be fuelled by the findings of a congressional 
commission, chaired by Allan Meltzer, an 
academic at Carnegie-Mellon University. 
This report suggests that the ımF should be 
drastically scaled back. It should lend only to 
pre-certified countries facing temporary li- 
quidity shocks, on a short-term basis, at a pe- 
nal interest rate, and without economic con- 
ditions attached. Although such radicalism 
is unlikely to muster much support, Amer- 
ica’s Treasury is also pushing for change. Mr 
Summers wants the Fund to focus on short- 
term crisis management, and to avoid being 
a low-cost source of money for countries 
with ready access to private capital. 

In fact, the mr is not a big source of 
cheap, long-term finance. Recent IMF re- 
search suggests that, given the Fund’s pre- 
ferred-creditor status, the subsidy involved 
in its lending, excluding that to the poorest 
countries, is small. Nonetheless, too many 
countries have had successive loan agree- 
ments with the imp, which often go wrong. 

Clearly, the role of mF lending needs re- 
assessment in a world where private capital 
markets play an increasing role. That in- 


volves rethinking the ways in which the 
Fund lends, as well as the loans’ price and 
maturity. But it also means answering a 
broader question. Should the imr try to be a 
genuine lender of last resort? Or should it 
have a more modest goal of lending limited 
amounts of money, with strings attached? 
The second controversy is over the 
Fund’s future in poor countries. Critics think 
that the imr should get out of such places en- 
tirely. How, they ask, can the Fund have 
long-term involvement in the poorest coun- 
tries and, at the same time, be a short-term 
crisis manager? On the other hand, good 
macroeconomic policy is crucial to develop- 
ment, and the ımr is arguably more compe- 
tent in this regard than the World Bank. 
Steering the Fund, and the diverse inter- 
ests that govern it, through such debates will 
be difficult. At the very least, the new boss 
will need to be a master strategist and di- 
plomat. Whatever passport he turns out to 
hold, the imr’s shareholders will regret their 
Byzantine squabblings if the result is a boss 
who has neither of these qualities. 
= 





The euro 


The quick and 
the dead 


OSSES of traditional, “old economy” 
firms have been complaining of late 
about how their share prices have been un- 
fairly savaged, while those of “new econ- 
omy” upstarts continue to soar. The econ- 
omic managers of the euro area, at the 
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European Central Bank (ecs), must feel sim- 
ilarly miffed. This week the euro fell below 
94 cents at one point, before recovering a bit. 
Traders seem to regard the euro as distinctly 
tired and old, in contrast to America’s vi- 
brant, youthful currency. 

The euro is now 18% lower against the 
dollar than it was when it started life in 1999, 
and 13% down in trade-weighted terms (see 
chart on next page). A weak euro is not nec- 
essarily a problem, for it helps to boost Euro- 
pean growth. But a falling currency does 
push up import prices and hence consumer- 
price inflation. Euro-area inflation has al- 
ready risen to 2% in the12 months to January, 
up from 0.8% a year earlier. In February it 
looks likely to breach the 2% ceiling that the 
ECB has set as its medium-term objective. 

Despite this, the ecs decided to hold in- 
terest rates unchanged, at 3.25%, at its meet- 
ingon March 2nd. One reason is that most of 
the increase in inflation is due to higher oil 
prices; the core inflation rate (excluding vola- 
tile energy prices) is still only 1%. In a few 
months’ time, when the jump in oil prices 
starts to drop out of the year-on-year figures, 
headline inflation should start to fall. More- 
over, most euro economies still have ample 
spare capacity, so the risk of a surge in infla- 
tion is small. 

The fall in the euro has much less effect 
on inflation than does the rise in oil prices. A 
report by Robert Prior Wandesforde, an 
economist at HsBc, a bank, suggests that a 
20% fall in the euro lifts the inflation rate by 
only 0.2% after a year. However, a fall in the 
currency is still equivalent to an easing of 
monetary conditions. He calculates that a 
10% drop in the euro has the same impact on 
growth as a one percentage-point cut in in- 





NEW YORK 


T WAS always going to end in tears. The 
only debate was how long it would take, 
and who would emerge triumphanton top 
of America’s biggest financial institution. 
In the end, the joint leadership of Citigroup 
by Sandy Weill and John Reed lasted less 
than two years after Citibank and Travel- 
ers had merged. And, as had become 
increasingly likely over the past year, the 
winner is Mr Weill. Although Mr Reed says 
that he is happy to head off to a retirement 
full of books, charity work and academic 
seminars, insiders say that he was pushed. 
And his departure became inevitable once 
it became clear that even installing Robert 
Rubin as a peacemaker in the executive 
suite couldn't reduce the tension between 
two of Wall Street's biggest egos. 
Since handing over the day-to-day run- 
ning of Citi to Mr Weill last year, Mr Reed 
has been spending much of his time in Sili- 
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Wily Weill wins again 


con Valley, supposedly working on Citi’s 
long-term strategy. If he still fancies work- 
ing, he may get offers from dot.com compa- 
nies. Otherwise, he can comfort himself 
with the thought that he has taken Citi to 
and from the brink of bankruptcy to part 
of a financial powerhouse with, in Citi- 
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Weill and Reed part company 
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bank, the only truly global brand in retail | 
banking. Although he never reached his | 
goal of 1 billion customers worldwide, he at 
least took the firm into a merger that, if not 
yet a roaring success, is far from a failure— 
more than can be said of most corporate 
marriages. 

As for Mr Weill, he can now concen- 
trate on planning his next mega-merger. 
Planning his retirement is another matter. 
The announcement of Mr Reed’s retire- 
ment was accompanied by a statement | 
that Mr Weill would head a committee to | 
find his own successor to take over in 2002. 
This pledge may have been Mr Reed's price 
for going quietly. But it is hard to imagine 
Mr Weill retiring. When asked about suc- 
cession, he often mentions Alan Green- 
span, still going strong at the Federal Re- 
serve at 73, and points out that he is a 
sprightly 66. And if anybody is named 
heir-apparent, they should watch their 
back. Just ask Jamie Dimon, who, though 
widely tipped as Mr Weill’s successor, was 
abruptly sacked some 15 months ago. 
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terest rates (assuming that long-term rates 
also adjust). If so, the fall in the euro over the 
past year is equivalent to a cut in interest 
rates of almost two percentage points. 
Sooner or later the ecs will want to take back 
some of that easing. 

The euro’s weakness might have been 
more understandable last year when euro- 
land was flagging, but economic recovery 
now seems to be altogether firmer. In France, 
Germany, Spain and the Netherlands, cpp 
increased by annual rates of between 2.9% 
and 4.9% in the fourth quarter of last year. In 
part, this rebound has been helped by stron- 
ger exports, thanks to the cheaper euro. 

So why have currency markets shrugged 
off this stronger growth? Because America is 
growing faster still. In the fourth quarter of 
last year it grew by 6.9%, at an annual rate. 
The Economist's poll of forecasters expects 
America to grow by 4% this year, still ahead 
of Europe's 3.2%. 

Some economists also blame the euro’s 
woes on the conflicting signals given by ecs 
officials, and a general lack of clarity about 
the direction of monetary policy. The ECB 
clearly does have some problems, but it is 
perhaps unfair to argue that the way it sets 
policy is less clear than the Federal Reserve's. 
In recent years, the basis upon which the Fed 
sets interest rates has been far from clear—to 
the Fed itself, as well as to financial markets. 
The difference, of course, is that the new cen- 
tral bank does not have the god-like Alan 
Greenspan, in whom, rightly or wrongly, the 
markets place all their trust. 

Even though the ecs held firm this week, 
most economists still expect the bank to 
raise interest rates over the coming months. 
J.P. Morgan reckons rates will reach 4.5% by 
the end of the year. America’s Fed is widely 
expected to raise interest rates again at its 
meeting on March ist. If the ecs fails to fol- 
low, the euro may well dip lower. 

In the medium term the euro is likely to 
bounce. Most economists think the euro is 
undervalued by perhaps 20%. (But The Econ- 
omist’s Big Mac index says that the euro is 
close to its “correct” value.) In addition, 
America has a large and growing current-ac- 
count deficit, which at some stage foreigners 
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may become less ready to finance. 

However, Larry Hatheway of Warburg 
Dillon Read argues that the euro is unlikely 
to rebound strongly until faith in America’s 
new economy fades, along with the belief 
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that the returns on Amencan assets will al- 
ways outperform those in Europe. The Fed 
now appears more determined to slow 
American growth. Only when it succeeds 
will the euro bounce back. 
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Trade 


A tussle over tax 


America and Europe are stumbling towards a trade war over tax. The World 
Trade Organisation may be among the casualties 


HE World Trade Organisation is rather 

unpopular in America these days. Trade 
unionists and environmentalists are gun- 
ning for it. So are Republican unilateralists. 
Now even businessmen are up in arms 
against it, after the wro upheld a complaint 
by the European Union that “foreign sales 
corporations” (Fscs), tax-avoidance vehicles 
worth perhaps $3.5 billion a year, act as ille- 
gal export subsidies to firms based in Amer- 
ica. George W. Bush, the front-runner for the 
Republican presidential nomination and 
until now a wTo supporter, joined a chorus 
of criticism about its decision. 

The wro sorely needs more American 
friends. Congress is soon expected to vote on 
whether America should stay in the orga- 
nisation. Congress’s approval is also needed 
for China tojoin the wro this year. Andif the 
dispute with the £u over Fscs is not settled 
before October ist, it must amend American 
law tocomply with wro rules. 

Congress is very unlikely to take Amer- 
ica out of the wro. America is the biggest 
beneficiary of open world markets, and it 
has won more cases at the wro than anyone 
else. But a vote for continued American 
membership will be grudging at best; and, 
regardless of the outcome, the acrimonious 
debate will undermine the wto. 

But Congress's vote on bringing China 
into the wro is looking more dicey by the 
week. The Eu’s negotiations with China on 
its entry conditions are deadlocked. The 
Clinton administration and Republican 
congressmen in favour of Chinese entry are 
waiting for each other to take the lead. The 
vice-president, Al Gore, all but invited wa- 
vering Democrats to throw out the current 
deal when he promised the Art-c1o, Amer- 
ica’s largest trade-union group, that, if 
elected president in November, he would 
tack labour and environmental clauses on to 
future trade deals. And China seems to be 
doing its best to enrage Congress by threat- 
ening Taiwan. 

So the furore over Fscs is particularly in- 
opportune. It threatens an escalation in tran- 
salantic trade tensions only months after the 
breakdown of wro talks in Seattle. And the 
row over tax could affect ten times more 
trade than the festering disputes over ba- 
nanas and beef hormones. 





Paradise lost 


Fscs are shell companies in offshore tax 
havens through which American firms 
channel foreign income to avoid tax. They 
benefit some 6,000 Amer.can firms. Among 
them are Boeing, whose Fsc saved it $130m 
in tax in 1998, and General Electric, which 
saved some $150m. They also benefit Ameri- 
can subsidiaries of foreign firms, many of 
them European. In 1998 these included Brit- 
ain’s Bp, 1c1 and Unilever; Germany’s BASF, 
Daimler Benz and Hoechst; and France's Elf- 
Aquitaine and Rh6ne-Poulenc. 

America argues that escs help to offset 
the tax advantages enjoyed by exporters 
based in the eu. Whereas America taxes 
firms’ worldwide income, the £u does not 
tax their foreign income. Since Eu goods ex- 
ports total over $800 billion a year and value- 





One of our correspondents, Andreas Kluth, has 
won the London Chamber of Commerce prize 
for the best article on private investment, in 
this year's Business Journalist of the Year 
awards. 
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added tax (vat) is typically around 20%, this 
benefit to Eu exporters is potentially huge. 
Moreover, many European firms also have 
sales subsidiaries in tax havens. 

America and Europe have been squab- 
bling about tax since the 1960s. They were 
meant to have settled their differences 
through a deal in 1981 at the GATT, the wro’s 
predecessor, that gave the green light to Fscs. 
America argues that this deal makes Fscs 
consistent with wro rules. But wto arbi- 
trators thought this “understanding” irrele- 
vant, since it was not enshrined in the wro’s 
subsidies code agreed in 1994. 

America could yet retaliate, by challeng- 
ing the Eu’s vart rules at the wro. Itmightalso 
refuse to comply with the wTo’s ruling, as 
the eu has in the banana and beef-hormone 
cases that it has lost. But this is unlikely: 
America prides itself on complying with 
wT rulings against it, and its failure todo so 
this time would entitle the £u to slap sanc- 
tions on some $3.5 billion of American im- 
ports. More likely is a fix that meets wro 
rules but harms American exporters little. 

There is another option: a broader politi- 
cal deal with the eu that covers bananas, 
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beef, rscs and other disputes. America and 
the eu deny seeking such a deal. The eu isen- 
joying America’s discomfort; America is loth 
to give ground on bananas and beef follow- 
ing its hard-won legal victories. 

Yet such a deal is not inconceivable. Pas- 
cal Lamy, the £u’s new trade commissioner, 
has little toshow for his first six months in of- 
fice. A deal would burnish his reputation 
and make good on his promise to resolve 
swiftly the banana and beef disputes. His 
American counterpart, Charlene Barshef- 
sky, who was badly weakened by the disas- 
trous Seattle summit that she chaired, may 
want to compromise too. Ironically, this 
would vindicate the strategy of her erstwhile 
foe, Sir Leon Brittan. Sir Leon, who was Mr 
Lamy’s predecessor, launched the wro case 
against rscs partly in retaliation to American 
pressure over bananas and beef. 

The bigger issue is whether the wro can 
cope with continued conflict between its 
two most important members. If, so soon 
after the Seattle debacle, America and the Eu 
are already using the wro as a punchbag 
again, it might eventually split. Then the 
fights would become more bitter still. 
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American financial regulation 


Cui bono? 


NEW YORK 


Regulators are worried that America’s stockmarket is fragmenting 


F AMERICA’S securities industry had a 

flag, it might have to carry the Latin trans- 
lation of “what's in it for me?” Only Frank 
Zarb’s other quip—that his Nasdaq stock- 
market is now bigger than the New York 
Stock Exchange (Nyse), run by the man sit- 
ting next to him, Richard Grasso—got a big- 
ger laugh from the audience at this week’s 
Senate Banking Committee hearing held in 
New York’s World Trade Centre. Certainly, 
the panel, of arguably the seven most power- 
ful men in America’s equity markets—in- 
cluding the bosses of Goldman Sachs, Mor- 
gan Stanley Dean Witter, Merrill Lynch, 
Credit Suisse First Boston and Charles 
Schwab—tried to keep their knockabout 
light-hearted. But out of the public eye their 
different interests are driving a no-holds- 
barred fight that is far from decided. 

The danger, everybody agrees, is that the 
technological modernisation of America’s 
stockmarkets will be mishandled. In Amer- 
ica, more than elsewhere, stockmarket 
change is being driven by a gaggle of elec- 
tronic share-trading systems (known as 
ecNs) such as Island, Archipelago and Insti- 
net. The fear is that these competitors to tra- 
ditional stockmarkets such as the nyse and 
Nasdaq are “fragmenting” share trading into 
smaller, distinct marketplaces that are less 
liquid, less transparent and so less efficient. 
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If the fighting goes on much longer, the 
global supremacy of America’s equity mar- 
kets could be endangered, warned Phil 
Gramm, chairman of the Senate committee. 
There could be a “tragedy of the commons”, 
in which everybody's pursuit of their own 
interests results in the destruction of the 
valuable resource that is the equity market. 

This possibility has so worried the Se- 
curities and Exchange Commission (sec), 
the main regulator, that in late February it 
published a discussion paper including six 
suggestions for tackling fragmentation. This 
release also included discussion of a plan by 
the nyse (under pressure from the sec) to 
scrap rule 390, which stops Nyse member 
firms from trading most shares listed on the 
Big Board except on regulated exchanges. 

At the Senate hearing, Wall Street’s finest 
made itclear that they favoured new regula- 
tions that would “link” all of America’s share 
trading systems, old and new. Hank Paulson 
of Goldman Sachs, which has irked the Nyse 
by investing in several ecns, claimed that 
current regulation has not merely fallen be- 
hind but is “being lapped and gasping for 
breath”. He favours a “virtual central limit 
order book” that would consolidate all bids 
and offers in the different marketplaces, re- 
placing the “inefficient” inter-market trad- 
ing system, which currently provides limited 


linkages between some of them. 

Mr Zarb favours linkages between mar- 
kets, but claims that this would be provided 
by Nasdaq’s proposed Super Montage—a 
big screen that will display the best prices in 
each marketplace—if it gets the sEc’s go- 
ahead. (In fact it would fall short of full 
consolidation, because only some prices in 
each market are to be visible.) 

Regulation to link markets was opposed 
by a curious alliance of Charles Schwab, 
chairman of the eponymous discount bro- 
ker, and Mr Grasso, who argued that it could 
create a “monolith” that might stifle innova- 
tion, and drive trading overseas. An unspo- 
ken reason for Mr Grasso’s opposition to 
links with other markets may have been a 
wish to protect the Nyse from markets with 
better technology than its own, notwith- 
standing plans to launch electronic products 
such as nyse direct and nyse virtual. 

Mr Schwab, a long-time champion of the 
individual investor, prefers to call market 
fragmentation “market democracy”. In his 
view the compulsory linkages of markets 
would hold back technological evolution 
and hurt retail investors. Or, perhaps, his 
profits, many of which are made by execut- 
ing a lotof Nasdaq- and nyse-listed share or- 
ders internally. 

In fact, in the short term, fragmentation 
might be evidence of efficient new markets 
trying to replace inefficient incumbents. In a 
free market, as Alan Greenspan has pointed 
out, fragmentation is likely to be a temporary 
phenomenon. In the long run financial mar- 
kets tend to become natural monopolies, for 
the simple reason that everybody wants to 
trade in the same place. 

Even so, the current situation, according 
to Benn Steil, an economist at the Council on 
Foreign Relations, is inefficient. The prolifer- 
ation of ecns has made it hard work to seek 
out the best prices. Government attempts to 
link markets create their own inefficiencies, 
because they give individual marketplaces 
the ability to tap liquidity they have done 
nothing to create, he says. The “order han- 
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by forcing Nasdaq to integrate their price 
‘quotes, are acase in point. 

Perhaps, rather than trying to force the 
“process by creating new linkages, the sec 





‘dling rules” imposed on Nasdaq by the SEC 
~ in'1997; allowing inefficient ECNs to prosper = 


places. That would result in the triumph of a 
small number of highly liquid markets. Frag- 
mentation will continue only if there is too 
little competition, not too much. 
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-Japanese banking 





Mr Tanigaki’s Augean stables 


TOKYO 


The resignation of Michio Ochi, chairman of Japan’s Financial Recon- 
struction Commission, is a sharp reminder that the worst bits of Japan’s 


financial system still need cleaning up 


ITH so many scandals, bad debts and 
bail-outs behind them, the Japanese 
are wondering whether the worst of their 
banking crisis might be over. Certainly, the 
main parts of the financial system—the na- 
tional banks and the big regional lenders— 
~vare either seeking help or slowly on the 
mend. But this was the easy part. And the bits 
that still need hosing down—Japan’s myriad 
lightly regulated local co-operative banks 
and credit unions—look even nastier. 
Even before this task got properly 
` started, it has claimed its first victim—Mi- 
thio Ochi, the ruling Liberal Democratic 
Party (Lp) politician who, until his res- 
ignation last week, chaired the govern- 
ment’s Financial Reconstruction Com- 
mission (FRC), which is supposed to be 
nursing the financial system back to 
health. Mr Ochi was caught on tape 
suggesting to an audience of local 
--eredit-union and credit-association 





ure at more than 11 times this amount. Kyoto 
Miyako shinkin has since agreed to be taken 
over by a friendly neighbour. 

Ifanything, Japan's credit unions (which 
can make loans only to theirmembers) could 
be in even worse shape. Their trade associa- 
tion declines to say how many reported 
losses last year. Of the 322 unions operating 
in March 1999, however, only 292 remain 
open for business. The finance ministry re- 
quires just 12 of these toemploy an auditor. 

Until now, the unions have been regu- 
lated not by the rsa but by prefectural gov- 
ernments. From April, however, regulatory 











< banks,and stockmarket speculators.Someof 
ers to genuine competition between market- 


them are now thought to be ina: very bad 
way. Strangely, their trade association says it. 
has no right to disclose how many shinren ` 
posted losses last year. 

The problems at Miyagi prefecture’s shin- 
ren, however, shed some light on the strains | 
in the system. Usually, the shinren go to their 
local co-ops if they need help. Miyagi’s shin- 
ren, though, will probably post cumulative 
losses of ¥28 billion this March. Half of this 
will be shouldered by a special ¥59 billion 
fund set up by the industry, with the rest 
bome by Miyagi’s local co-ops. If Miyagi’s 
problems worsen, or others surface, this fund 
will quickly run out. Other weak shinren are 
thought to include those in Akita, Gunma, 
Okayama and Nagasaki prefectures, 

The rsa plans tighter rules which could 
mean that 90% of the shinkin banks and 
credit unions will need to find an auditor, 
most for the first time. Even if their accoun- 
tants sign off on their books, the rsa may not. 
Many mote shinkin banks and credit unions 
seem sure to fold. 

The biggest problem is that, as mutual 
organisations, they cannot issue shares, so 
the government has no easy way of recapita- 
lising them. The Lor has a bill before parlia- 
ment to allow them to sell preferred stock. 
But, encouraged by Mr Ochi's indiscretions, 
opposition parties are likely to make a fuss. 
Even once the bill goes through, Mr Ta- 
nigaki will not relish using this mecha- 
nism. In an election year, the narrower 
interest is obvious: the small businesses 
that own these associations are among 
the Lpp’s core supporters. But Mr Tani- 
gaki needs to show there is a public in- 
terest in bailing out such tiddlers., 





(shinkin) bosses that problems with 
unduly “severe” inspections by the Fi- 
nancial Supervisory Agency (rsa), the un- 
derstaffed front-line regulator that he over- 
sees, be brought direct to his office. 

His successor, Sadakazu Tanigaki, has a 
job on his hands. They may be small, but 
there are thousands of shinkin banks, credit 
unions, and agricultural and fishery co-oper- 
atives (see table). Together, they have made 
loans worth ¥124 trillion ($1.1 trillion). 

How many of these loans have soured is 
anybody’s guess. According to Zenshinren 
Bank, just seven of the 396 shinkin banks re- 
ported losses in March last year. But since 
only 146 of them even have to employ an in- 
dependent certified accountant to audit 
their books, (the rest have fewer than ¥200 
billion-worth of deposits and are therefore 
excused by the rsa), this figure could proba- 
bly bear some scrutiny. 

The rsa, which began inspecting shin- 
kin late last year (a task it hopes to complete 
by March 2001), has already uncovered some 
irregularities. Last year, for instance, Kyoto 
Miyako shinkin declared ¥6. billion of its 
loans to be either bad or very likely to sour. 
After a look at the books, the rsa put the fig- 
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The agricultural co-ops give even 





authority will switch to the rsa, which plans 
on-the-spot inspections from July. With the 
FSA talking about a hit-list of 100 imperilled 
unions, local governments seem suddenly to 
be taking their regulatory responsibilities 
more seriously. Last month the government 
of Hokkaido, the northernmost of Japan’s 
four main islands, ordered the Asahikawa 
Shoko credit union to increase its capital 
after taking a second peek at its books. 

The hardest job will be the clean-up of 
Japan’s agricultural co-operatives. This ossi- 
fied system has three layers: local, prefec- 
tural and national. Local co-ops make loans 
to farms and fisheries. But farmers save more 
than they borrow, so about two-thirds of 
their deposits are passed up to the 47 prefec- 
tural lenders, called shinren. In turn, these 
lend out half their money, and pass the rest 
on to Norinchukin bank, a national lender. 

Norinchukin’s finances seem fairly 
solid. It is the shinren that are the problem. 
With few real customers of their own, they 
were suckered into lending to the worst parts 
of the 1980s bubble economy: property de- 
velopers, the non-bank affiliates of big 


more cause for alarm. The entire system 
falls outside the government's elaborate ap- 
paratus for dealing with Japan's banking cri- 
sis: the bridge-bank scheme, the Resolution 
and Collection Corporation (a bad-debt 
bank) and, most worrying, the Deposit In- 
surance Corporation (pic), which provides 
the safety-net. Although the pic temporarily 
protects depositors fully, the agricultural 
co-op deposit-insurance scheme covers only 
¥1om a head. Several years into. Japan’s 
banking crisis, the Ministry of Agriculture, 
Forestry and Fisheries (which regulates the 
shinren and the local co-ops), is now ponder- 
ing the merits of a change. 

Equally slow are the industry’s own ef- 
forts to consolidate. Although its umbrella 
organisation wanted to cut the number of ag- 
ricultural co-ops to 570 by the end of this 
year, there are still more than 1,500 of them. 
The problem is that shutting them is even 
more politically sensitive than dealing with 
the shinkin and the credit unions. In elec- 
tions, the local organisations campaign ener- 
getically for the Lor. This particular banking 
crisis has some way to run yet. 
cantata os a 
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The future of economics 


In the long run, is the subject dead? 


HE discipline to which this column is 
dedicated is in trouble. It nearly always 
has been. Only for a decade or two after 
1945 did things look promising. That was 
when a revolution in methodology led 
many to believe that economics would at 
last become a proper science, not a literary 
pursuit for gentlemen-scholars. Math- 
ematics, statistics and formal theoretical 
models were the new way forward; better 
forecasts and scientifically proven econ- 
omic policies would be the result. Alas, the 
mathematics stayed but the optimism did 
not. Clarity and certainty, not to mention 
public esteem, still elude the discipline. 
Where has economics gone wrong? A 
symposium in the current issue of Journal 
of Economic Perspectives looks at the fu- 
ture of the subject from different angles, 
and suggests some interesting answers. 
But a first possibility (an obvious one, 
you might think, to practitioners of the dis- 
mal science) was somewhat neglected: 
maybe the discipline has come down with 
nothing more complicated than a bad case 
of diminishing returns. Perhaps as much 
light as will ever be shone on the inex- 
haustibly complex behaviour of economic 
actors has by now been cast, and it is futile 
to hope for more. Of course, it will always 
be possible to gather extra data, looking for 
finer and finer detail—hence the trend to- 
wards specialisation in the universities. 
But this will not, you might argue, render 
the big picture any more faithfully, or bring 
general economic laws any better into fo- 
cus. Indeed it may make the big picture 
harder to see, until the search for general 




















laws is called off altogether. 

A depressing thought. It would be 
much more encouraging to think that eco- 
nomics has been making big mistakes. Mis- 
takes can be corrected, and the onset of di- 
minishing returns pushed back. Two of the 
most interesting papers in the symposium 
argue that the discipline has indeed been 
making more or less the same mistake— 
though, true to form, the authors propose 
very different ways of putting things right. 

David Colander of Middlebury Col- 
lege, in an article that looks back on the 
present from an imagined 2050, blames 
current discontent on the orthodox gen- 
eral-equilibrium model that underlies 
most of today’s economic theory. He fa- 
vours a shift from the current approach, 
which has been called “loose-fitting posi- 
tivism” (propose a model consistent with 
standard assumptions, then test it), to one 
based on “loose-fitting pragmatism” (for- 
get about canonical principles, just search 
for patterns in the data). 

Such an approach, he says, would be 
consistent with “the rise of complexity sci- 
ence within the scientific community gen- 
erally”. Researchers sitting at their comput- 
ers, subjecting data to a withering barrage 
of statistical analysis, would still hope to 
come up with laws of a sort, or regularities 
at any rate. But these “laws” would be re- 
garded as provisional and ever-shifting: in- 
deed, the claim is that changeless underly- 
ing patterns do not exist. Complex systems 

expand and evolve; even at 

the most fundamental level, 

the patterns are temporary. 

But whether this approach 

could still be called “eco- 
nomics” is debatable. 

The second approach is 

much easier to reconcile 

A with traditional methods. 

E/E its most celebrated expo- 

©% nentis Richard Thaler of the 

University of Chicago, who 

has also written a paper for 

the symposium. Mr Thaler 

agrees that the canonical 

principles of orthodox the- 

ory have led economics 

astray, but he believes these 

mistakes can be put right. 

He seeks, in other words, a 

tighter-fitting positivism. 

You improve the fit above 


all, he would argue, by putting a more re- 
alistic account of human cognition at the 
centre of the theory. 

Orthodox theory famously assumes 
that people are rational. In reality, they are | 
not. On the other hand, they are not crazy, 
or crassly incompetent—in other words, | 
their behaviour is not random. If econom- 
ics could try harder to recognise that peo- 
ple try to be rational, but in certain, often 
predictable, ways fail to be, the positivist 
approach would have a better foundation. 
In essence, what Mr Thaler calls for is a 
marriage, or at least much closer cohabita- 
tion, between economics and psychology. 

In fact this liaison has already begun 
(see the article “Rethinking thinking” in our 
issue of December 18th). Lots of papers on 
“bounded rationality” or “nearly rational” 
behaviour are now appearing. One of the 
most fruitful insights from psychology is 
“prospect theory”, which predicts that 
people are more hurt by losses than they 
are uplifted by gains of a corresponding 
size. This is a violation of “rationality”, and 
yet as an alternative canonical principle it 
is theoretically tractable: settled models of 
economic behaviour can be built up from 
this starting-point. 


Debt to society 


In his paper, Mr Thaler looks further ahead 
and suggests new directions for this kindof | 
research. Bounded rationality is already | 
being examined, but much less attention 
has been devoted, for instance, to bounded 
memory. Consider what absent-minded- 
ness implies for the theory of how princi- 
pals (such as shareholders) deal with 
agents (such as managers). A forgetful prin- 
cipal finds it difficult to distinguish be- 
tween success and failure on the part of his 
agent, because bad outcomes are often re- 
garded, after the event, as having been fore- 
seeable (“hindsight bias” is a well-docu- 
mented psychological phenomenon). 
Emotion is yet another tract of relatively 
uncharted economic territory: people of- 
tendo things out of love, or out of spite, and 
not just in pursuit of material self-interest. 

If models are to reveal anything, they 
must be simpler than reality: the challenge 
istosimplify usefully. Mr Thaler’s direction 
offers real hope of models that are truthful 
without being uselessly unwieldy. To go 
the other way, abandoning orthodox scien- 
tific method altogether, may conceivably 
produce better economic forecasts—but 
grinding out statistical patterns sounds alot 
less interesting than thinking about what 
people do and why. And economics owes 
it to the world to be interesting. 
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SCIENCE AND TECHNOLOGY 


The land of disappointments 


TOKYO 


Japan’s high-tech image has recently been tarnished by an embarrassing 
series of mishaps. But the country has plans to bounce back 


T HAS been a bad few months for Japan’s 
& reputation as a powerhouse of engineer- 
ing excellence. Several of the country’s flag- 
ship home-grown technology projects have 
been beset by disaster, resulting in a trail of 
devastation worthy of Godzilla. Problems 
with the famed shinkansen “bullet trains” 
_ have threatened passengers’ lives and 
shocked the travelling public. An accidental 
chain reaction at a uranium-processing 
plant in Tokaimura, which ex- 
posed three workers (one of 
whom has since died) to lethal 
doses of radiation and irradi- 
ated hundreds more with 
smaller amounts, was the 
world’s worst nuclear disaster 
since Chernobyl. Two succes- 
sive failed attempts by the big 
H-11 rocket to put satellites into 
orbit have cast serious doubt 
over Japan’s ability to compete 
in the commercial space- 
launcher business. And, most 
recently, an mMm-5 research 
rocket, supposedly one of the 
country’s most reliable launch 
vehicles, went wrong, causing 
the loss of an x-ray satellite. 
Programmes that were 
once the source of much na- 
tional pride have now become 
the cause of much national 
hand-wringing, prompting 
searching questions within the 
country’s research and de- 
velopment (Rap) establish- 
ment about how Japanese technology is 
managed. Many in business are convinced 
that sharp cuts in finance for industrial rap 
in Japan, in response to cut-throat compe- 
tition in the domestic market, are the source 
of the trouble. Others believe that the pro- 
‘blems go deeper, requiring fundamental 
changes in the way that corporate, govern- 
ment and university laboratories operate. 
<y: Whatever the cause, the string of fiascos 
has provoked an orgy of self-doubt in Japan 
that is reminiscent of the one that afflicted 
America when the Soviet Union beat it into 
space with Sputnik in 1957. Hence a big ques- 
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tion: how can Japan learn from its humilia- 
tion as America did—and come bounding 
back, technologically stronger and smarter 
than ever before? 


The enemy within 

Simple, old-fashioned cost-cutting certainly 
played some part in many of the recent pro- 
blems. In the shinkansen case, large slabs of 
concrete peeled off tunnel walls and 





slammed into the passenger compartments 
of passing bullet-trains. It tumed out that the 
concrete was made using beach-sand that 
was not properly desalinated, rather than 
more expensive quarry-sand, With age, such 
concrete becomes brittle and is easily shaken 
loose by the vibration of a train racing past at 
250kph (as5mph). Japan Railways blames the 
contractors for jerry-building. But others 
point to the way that the company lowered 
its own design and inspection standards to 
save money after it was privatised in the 
1980s and lost its government subsidy. 

The cost-cutting at the jco company’s 


nuclear-fuel plant in Tokaimura was even 
more blatant. The company hired unskilled 
labourers to do many technical jobs, and 
provided little in the way of training. The fac- 
tory workers who unknowingly dumped $i 
times more uranium oxide into a mixing 
tank than they should have done were un- 
der instructions to break safety rules so as to 
save time and money. With its outdated: 
equipment, the firm was also under threat: 
from more competitive fcreign suppliers. 
Japan’s commercial space programme is. 
under similar pressure. Criticised for de- 
veloping launch vehicles that cost twiceas 
much as American or European rockets, the 
National Space Development Agency has 
been trying to streamline operations. In 
haste, the agency made one mistake after an-. 
other, causing the most recent H-11 launch to. 
be delayed three times. When the rocket at 
last blasted off on November 15th, the first- 
stage engine cut out prema: 
turely, forcing the ground crew 
to destroy it for safety reasons. 
It tumed out that the engine 
had not been checked thor- 
oughly beforehand. The tech- 
nicians skipped the work be- 
cause a similar engine had run: 
flawlessly in an earlier launch: 
The failure of the smaller 
m-5 rocket last month seems to’. 
have been caused by a dam- 
aged graphite nozzle in the: 
first-stage engine. This failureis 
especially worrying, because 
the compenent in question 
was supposed to be used inthe 
H-1I’s commercial successor. It 
has been suggested that man- 
agers at Nissan Motor, which 
makes the m-5's first-stage en- 
gine, had their minds on cor- 
porate strategy rather than: 
quality control. The company. 
has been trving to sell its space - 
division as part of an effort to 
repair its ailing fortunes. © 
Itis not just Nissan that hasitsbacktothe 
wall. The whole of manufacturing industry - 
in Japan is going through a period of painfu 
restructuring that may turn out to be to the 
detriment of rap. Firms are being squeezed 
in one direction by the country’s debilitating 
recession, and in the other by regulatory re- 
forms that punish many of the old, wasteful 
ways. Gone are the days when the govern- 
ment doled out licences, technology and 
contracts in an orderly feshion to stop mar- 
ket forces from weeding out the stragglers. 
jco, for example, was a straggler kept alive : 
by Japan’s powerful nuclear lobby and its > 
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| Robomoths 


dogs or horses. Although they can per- 
form amazing feats of strength and dexter- 
ity on their own scale, that scale is so much 
smaller than humanity’s that it is not sur- 
prising they have been overlooked. With 
rare exceptions, such as bees and silk- 
worms, the insect world is a source of pests 
rather than of pets or pack animals. 

In an age of miniaturisation, however, 
a few researchers are wondering if more in- 
sects might be harnessed to the service of 
man. One is John Hildebrand, a neurobiol- 
| gist at the University of Arizona. As part 
of a project run by America’s Defence Ad- 
vanced Research Projects Agency (DARPA), 
he and his colleagues have been working 
with the giant sphinx moth to create a “bio- 
bot”—an animal that can be controlled 
electronically by a human. They have de- 
| signed a radio transmitter small enough to 
| attach toa sphinx moth without impairing 
its ability to fly. The next stage is to add a re- 
ceiver to tell the moth where to go. 

Moths may not be that bright, but Dr 
Hildebrand believes they can be manipu- 
lated in rather the same way as a donkey is 
by dangling a carrot in front of its head. The 
“carrot” he proposes is a sex phero- 
mone—a mixture of chemicals that female 
sphinx moths give off to attract males. It is 
potent stuff. Previous research has shown 
thata few molecules are enough to attract a 
male’s attention, and that, given a favour- 
| able wind, an amorous male can find a 
| mate whois several kilometres away. 

One of the team’s ideas is to fit male 
sphinx moths with small, radio-controlled 
| pheromone dispensers. A moth’s phero- 


| NSECTS are not nearly as biddable as 
| 
| 








mone-detectors are its antennae. It can 
work out where pheromone molecules are 
coming from by comparing the signals 
from each antenna, in the same way that a 
person works out the direction of a sound 
by comparing signals from each ear. A 
moth’s senses could be subverted by puff- 
ing suitable molecules from a dispenser to 
steer it towards a chosen target. 

Thatisa rather crude approach. Dr Hil- 
debrand hopes to be more subtle. He has 
spent much of his career examining how a 
moth’s nervous system responds to the 
pheromone, and he thinks he knows 
enough to steer a moth directly, without 
the need for the chemicals themselves. He 
plans to do it by attaching electrodes to the 
nerves involved and stimulating them ap- 
propriately—turning the moth into a genu- 





Now, where’s my backpack? 


ine, radio-controlled biobot. 

That would be an interesting demon- 
stration of mankind’s powers over nature. 
Could it also be useful? Brian Smith and his 
colleagues at Ohio State University have re- 
cently shown that sphinx moths can be 
manipulated like dogs as well as donkeys. 
Pavlov’s early experiments on reflexes 
trained dogs to salivate at the sound of a 
bell, by ringing one every time they were 
fed with meat. Dr Smith's team has mim- 
icked Pavlov by training moths to stick 
their tongues out in response to a chemical 
called cyclohexanone, which was puffed 
at them while they were fed sugared water. 

The reason that this trick might be use- 
ful—and the reason for DARPA’s inter- 
est—is that cyclohexanone is a volatile 
component of TNT, an explosive often 
used in landmines. By releasing a swarm of 
trained moths over a minefield, and ob- 
serving where they stuck their tongues out, 
it should be possible to locate mines with- 
out risk either to people or to expensive 
mine-detecting machinery. 

It is hard to see if a moth is sticking its 
tongue out at a range of several hundred 
metres. But Dr Smith has thought of a way 
round that. He can sense when a moth is 
blowing a raspberry by attaching a wire to 
the muscle thatcontrols the insect’s tongue, 
and using it to transmit a signal via one of 
Dr Hildebrand’s tiny electronic backpacks. 

If lepidopteran mine detectors work, 
they could be the start of a new industry. 
The rate at which video cameras are being 
miniaturised means that they, too, may 
soon be light enough for insects to carry. 
That would have obvious military applica- 
tions, even if one countermeasure is obvi- 
ous, too: surrounding sensitive installa- 
tions with giant candles, 
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friends at the Ministry of International Trade 
and Industry. 

Lack of money is not the only problem, 
however. As they come to terms with a 
harsher reality, Japanese manufacturers are 
finding that many of the techniques for in- 
novation and production that were honed 
in an era of plenty do not work so well today. 
One of the biggest victims of the change 
looks like being the famed kaizen (step-by- 
step improvement) system that was pio- 
neered by Toyota in the 1970s and has been 
treated as gospel by manufacturers through- 
out Japan ever since. 

This bottom-up process of incremental 
improvement relies on letting workers 
change the way they do things if it leads to 
better results. Managers merely set rough tar- 
gets with minimal instructions. Thanks to 
their disciplined, well-educated workforces, 
Japanese manufacturers have been able to 
use the kaizen approach to boost productiv- 
ity continuously, even as they raise the qual- 
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ity of their goods and reduce costs. 

Such an approach works best on assem- 
bly lines on which a limited range of pro- 
ducts, such as cars, Tv sets or video recorders, 
is produced by the million. But it is notori- 
ously ill-suited to high-tech industries that 
have to tailor each item to a customer's spe- 
cific needs (as in a data-switching centre or 
air-traffic-control system) or in which it is 
crucial that thousands of interrelated com- 
ponents all work correctly together (as in a 
rocket vehicle). 

In most high-tech fields today, the 
know-how needed to make a component, 
sub-assembly or finished product has pro- 
gressed too far and too fast for the average 
worker to be able to propose any useful in- 
novations. The only way to manage such en- 
deavours is by using a top-down approach, 
with thick manuals prepared by specialists 
that spell out in minute detail all the individ- 
ual steps to be taken—along with every con- 
ceivable contingency in case things go horri- 


bly wrong. Because of the Pentagon’s 
pervasive influence, this “systems engineer- 
ing” approach to high technology has found 
areadier home in America than in Japan. 

Enduring as they are, however, Japan’s 
cultural attributes are not set in concrete. 
There is a long tradition of adapting foreign 
ideas for use at home—and then beating the 
world with them. The whole statistical basis 
of quality engineering was imported from 
America in the 1950s. Before that, Japan had a 
reputation for ingenious design but rotten 
manufacturing. The key then, as now, was to 
get the government to stop trying to micro- 
manage everything and to let the researchers 
take the initiative. 

The seeds of such a change have already 
been sown. As a result of three new initia- 
tives, the first tentative steps have been 
taken towards dismantling the “structured 
paternalism” that Japan’s main agencies 
(such as the ministries of telecoms, health, 
trade and industry) have traditionally 
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wielded over their industrial charges. 
The first initiative affects the way that 
public. money for rap is allocated. At 
present, the Science and Technology Coun- 
cil, the government’s top policymaking body 
in the field, is meant to set priorities and to 
co-ordinate research. Iry reality it does little 
more than advise the cabinet and rubber- 
stamp the various ministries’ individual pro- 
posals. Not surprisingly, this makes for con- 
siderable duplication and an inability to fo- 
cus on national priorities. That should 
change next year when the council is 
scrapped in favour of a more independent 
body, which will have a number of full-time 
members, chosen for their technical exper- 
“tise, alongside a 50-strong permanent staff of 
specialists. Best of all, it will have both the 
authority to draw up its own national rap 
plan and the power toimplementit. 
The second organisational change is 
embodied in a bill that was presented to the 
Japanese Diet on February 8th. Unlike in 
America or Britain, legal and bureaucratic 
constraints in Japan have stifled collabora- 
-tion between academia and industry. One 
unfortunate consequence has been a pro- 
pensity among Japanese academics for 

. “ivory tower” research, at the expense of 
more practical work. So the new bill will turn 
university staff, who are now classed as civil 
servants, into independent contractors. That 
will allow them to do consultancy work in 
industry, and to sit on company boards for 
the first time. It will also transform Japan’s 99 
state-run universities and colleges into inde- 
pendent agencies, freeing them to accept re- 
search contracts from industry and use the 
money as they see fit. 

The third piece of the puzzle is legislation 
modelled on America’s Bayh-Dole act of 
1980, which is credited with kick-starting 
America’s recent resurgence in technology. 
This cedes the patent rights that stem from 
work done using taxpayers’ money to the 
participants involved, whether a university 
or a private company. The result, in America 
and elsewhere (the reform has been widely 
copied in Europe), has been a surge in new 
high-tech businesses founded by academics. 

It is too early to say whether Japan will 
be able to turn its recent technological hu- 
miliations to its advantage, as the United 
States did after the launch of Sputnik. In 
many ways, the task for Japan is harder. For 
America, Sputnik was seen as a threat not 
just to national pride, but to national secu- 
rity as well. Under the circumstances, mar- 

; shalling the necessary resources in response 
was relatively simple. Japan’s current loss of 
technological confidence, in contrast, comes 

» not from some external threat, but from fail- 

ures within its own borders. The pace and 
scale with which Japan implements its re- 
forms for managing rap will determine 
whether it will become a technological 
- leader once more. 
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The mathematics of voting 


Democratic 
symmetry 


IFTEEN mathematicians went out to buy 

drink for a party. They decided to buy a 
single beverage in bulk to save money, but 
they wanted to choose which one in as logi- 
cal and fair a way as possible, So each listed 
the three drinks on offer (beer, wine and 
milk).in order of preference. Six preferred 
milk, followed by wine and then beer; five 
liked beer the most, followed by wine and 
then milk; and four were wine-lovers whose 
second choice was beer, followed by milk. 

The question was how to decide the out- 
come from these preferences. One milk- 
lover proposed a plurality vote, in which 
each person casts a single vote for their first 
choice. This would give milk six votes, beer 
five, and wine four, ensuring that his own fa- 
vourite would prevail. Not so fast, said a 
beer-drinker. Given that wine was the least 
popular first choice, why not stage a run-off 
between milk and beer? Since the four 
whose first choice was wine said that they 
preferred beer to milk, this would mean that 
beer would win, by nine votes to six. 

Humbug, said a wine buff. She suggested 
a more elaborate approach: pairwise com- 
parison. Taking all stated preferences into ac- 
count, it was clear that, given a choice be- 
tween wine and beer, a majority (ten of the 
15) would choose wine; given the choice be- 
tween wine and milk, a majority (nine of the 
15) would also choose wine. Although it had 
the smallest number of first choices, in other 
words, wine had the broadest appeal. 

This sorry tale has a serious point: that 
the outcome of an election is a reflection of 
voting procedure as much as voters’ wishes. 
In 70% of three-candidate elections, chang- 
ing the procedure changes the final ranking. 
So the results of real-world elections can 
seem paradoxical, or downright unfair. 

In a paper just published in the journal 
Economic Theory, Donald Saari, a math- 
ematician at Northwestern University in Ev- 
anston, Illinois, claims to have got to the root 
of the problem. It is, he says, all to do with 
symmetry (technically, with something 
called the wreath product of symmetry 
groups). Essentially, says Dr Saari, voting 
paradoxes arise when the system fails to re- 
spect natural cancellations of votes. In a two- 
candidate contest, for example, nobody 
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would deny that the candidate with the 

most first-preference votes should win. One- 

way to explain this is that votes of the form 

AB (ie, candidate A is preferred to candidate 
£) should cancel out votes of the form Ba. If 

this leaves a surplus of As, chen A 

These cancellations i 












pi 
ond and third once, so it is clear that these 
three votes should cancel each other out. 
This ts a form of rotational symmetry, since 
the three votes form a rotating cycle. 

Taking these two symmetries into ac- 
count, it is possible to characterise all para 
doxes for a three-candidate election under 
any voting procedure, DrSaari’s results can 
also be generalised for elections with more 
than three candidates using more compli- 
cated, but closely related: symmetries. It is 
thus possible to evaluate the “fairness” of 
different voting systems. 

Plurality voting, one of the most com- 
mon democratic systems, fails to respect re- 
flectional symmetry. Since it is only each 





voter’s first choice that counts, a voter with 
preference asc fails to cancel out an equal- 
and-opposite voter with preference CBA; iñi- 
stead, the result is one vote for a, and one for. 
c. Asa result, paradoxical results are possible 
under plurality voting. Similarly, pairwise: 
comparison does not respect rotational ` 
symmetry, so itcan lead tc paradoxes too. 

The fairest voting system, says Dr Saari, 
would respect both symmetries. The only 
system that fits the bill is the Borda count, 
proposed by Jean-Charles de Borda in 1770 
toelect members to the Academy of Sciences 
in Paris. In an election with x candidates, 
each voter awards x points to his first choice, | 
x-1 to his second choice, and so on. The re- 
sults are added up and the candidate with: 
the most points wins. 

Admittedly, this is more complex than 
plurality voting and cannot be used with 
current American voting machines (though 
it is used in Australia). Also, if voters are not 
familiar with all candidates, and do not rank 
them all, the unassigned points must be di- 
vided up evenly between the unranked can- 
didates. But for small elections, the system is 
ideal. And our thirsty mathematicians? Hav- 
ing read Dr Saari’s results, they should now 
be merrily quaffing wine. 
one Ren aOR | 
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One way to get rich in Soweto 


JOHANNESBURG 


South Africa’s favourite dance music, kwaito, may sound like American 
gangsta rap. But it is a homegrown voice of township life 


N THE cover photograph, seven young 

black men scowl menacingly at the re- 
cord-buying public. This is “Guz 2001”, the 
latest album by rxzee, one of South Africa’s 
hottest young kwaito groups. On the first 
track, Dr Mageu, a vocalist, does a passable 
impersonation of an AK-47 submachine- 
gun. If South Africa’s biggest musical craze 
sounds rather like American gangsta rap, 
this is no coincidence. Kwaito stars admire 
and emulate transatlantic rap- 
pers. But their music is more than 
imitation. The songs are about 
life in the townships and about 
the experiences of the post- 
apartheid generation. 

Kwaito has the same thud- 
ding beat, the same macho pos- 
turing. Lyrics are often shouted, 
rather than sung. The lives of 
some kwaito musicians can be as 
violent as those of American rap- 
pers. Dr Mageu was shot and in- 
jured by another kwaito musi- 
cian on last new year’s eve. Two 
people were killed and four in- 
jured at a kwaito gig the previous 
summer when security guards 
opened fire on bottle-throwing 
fans, and the fans shot back. In 
the mélée, a kwaito star, Oupa 
Mafokate, committed suicide 
after shooting a fan three times at 
close range outside a toilet. (The 
fan survived.) 

Kwaito’s popularity in South 
Africa depends a lot on the incor- 
poration of local rhythms and basslines, and 
it reflects young black South African culture 
ina way thatnoimported dance track could. 
The lyrics are in local languages: a mixture of 
Zulu, Xhosa, tsotsi taal (gangster slang) and 
others. Kwaito is more popular than rap in 
South Africa. But then young black South Af- 
ricans have less in common with young 
black Americans than many, on both sides 
of the Atlantic, might think. 

Kwaito began in the early 1990s, when 
(legend has it) a township disc jockey spun a 
dance track at the wrong speed. The crowd 
loved it. Soon, several pjs were playing Brit- 
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ish house music and American rap deliber- 
ately slowly. Some added their own lyrics. 
The new sound inspired new dances: the 
sexy “butterfly”, the hip-twisting twaladza. 
Kwaito swiftly became the dance music for 
black South Africans. Talented youngsters in 
baggy clothes were lured into recording stu- 
dios with fat piles of cash, where they 
chopped and sampled old pop songs, added 
their own beats and even strings, mixed, re- 





Family values 


mixed and crowded the programming 
schedules of new radio stations founded to 
accommodate them. 

Older South Africans were horrified. 
Kwaito’s beat was too heavy; it lacked the 
melody of jazz or pop. Brenda Fassie, an 
older pop star, said kwaito artists could not 
sing. Many black South Africans over 30, 
who grew up on protest songs, found 
kwaito’s apolitical materialism disturbing. 
Parents were upset to see their children ido- 
lising what appeared to be bellowing hood- 
lums. But kwaito mellowed. Perhaps be- 
cause life for the average young black South 


African is much more dangerous than it is 
for the average young black American, songs 
glorifying murder do not sell well. 

The threat of violence in South Africa is 
omnipresent. People do not like to be re- 
minded of it. Unlike in America, there are not 
vast numbers of comfortable middle-class 
teenagers willing to buy vicious songs solely 
to upset their parents. Kwaito stars often 
carry guns, but they do not boast about it. 
Their lyrics can certainly scund menacing. In 
Izinja Zam (“My dogs”), tkzee warn South 
African journalists not to spread untruths 
about the band or they wiil call their “dogs” 
(their gang) and: 


We will close youdown 
You won't make it 
Those dirty rags don't have a way out. 


Though nasty, that is not as overtly homi- 
cidal as threats from Ice-T, for example, in 
America to take a shotgun and 
“dust some cops off”. 

Race, surprisingly, is not a big 
issue for most kwaito musicians, 
even though black South Afri- 
cans have suffered more than 
most for their skin colour. A 
kwaito producer, Lance Stehr, 
had a nose job when he was 12 so 
that he could be classified as 
white and go to a well-financed 
school. But apartheid is yester- 
day’s news. In kwaito songs, 
white people are rarely men- 
tioned. Black consciousness, the 
liberation struggle and all the 
subjects that fired up earlier gen- 
erations are similarly ignored. 

Perhaps this is not so surpris- 
ing. The struggle ended in 1994, 
when Nelson Mandela was 
elected president of South Africa. 
Unlike American rappers, young 
black South Africans generally 
feel that their government is on 
their side. Middle-aged, pipe- 
smoking and sometimes corrupt, 
but essentially benign. Politicians, realising 
that a high proportion of potential voters are 
young, try to reach them through kwaito. An 
ANC election poster last vear said: “Kwaito 
today, but without your vote the future is 
jungle.” For older readers, an explanation: 
“jungle” is a type of music, less hip than 
kwaito. It is also a pun on the usually unspo- 
ken fear that the new South Africa might go 
the way of other liberated African states. 

This resonates with township youth, for 
if there is one thing they agree on, it is that 
they would like to be less poor. According to 
Leo Manne, a programme manager at YFM, 
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South Africa’s coolest music radio station: 
“There’s no young person in this country 
who didn’t start the millennium thinking: 
How am | going to get fucking rich?” 

Kwaito stars, many of them recently 
poor, revel in fast cars and sharp clothes. 
They are not, of course, as rich as American 
rappers. Songs in Sesotho sell few copies out- 
side South Africa, and most teenagers there 
prefer not to pay royalties: perhaps half a 
dozen pirate copies are sold for every legiti- 
mate cp. Money is one reason black and 
white South Africans still go to different 
nightclubs. White teenagers pay 100 rand 
($16) to get into a rave in Johannesburg's 
posh northern suburbs, where they take Ec- 
stasy and listen mainly to European music. 
Black teenagers are likelier to pay 10 rand to 
get intoa “bash” ina refurbished warehouse, 
where they can hear kwaito, drink beer and 
perhaps smoke dagga (marijuana). 

In a sense, Kwaito is aspirational. Some 
kwaito artists merely celebrate sumptuous 
parties, designer jewellery and mobile tele- 
phones, but others actually remind young 
people that they must work hard if they 
want to earn these things. Mandoza, a con- 
vict-turned-kwaito star, orders them to 
“wake up from the eggs”. (This is a Zulu ex- 
pression: chickens perform a useful function 
by sitting still all day; humans do not.) M’du, 
a particularly clean-cut kwaito singer, urges 
schoolchildren to do their homework. In the 
new South Africa, educated black young- 
sters have opportunities their parents could 
only imagine, so this is sound advice. But not 
the sort you would expect from a popstar. 

=e 


Artists’ lives 


Indiscretions 


Batruus: A BioGRApHy. By Nicholas Fox 
Weber. Knopf; 644 pages; $40. Weidenfeld & 
Nicolson; £30 


NLIKE many modern artists, Balthus 

has managed to escape the celebrity 
machine. For the past 30 years or so he has 
lived almost as a recluse in Switzerland, 
with his artist-wife, Setsuko, fighting off 
would-be interviewers and biographers. 
“Balthus is a painter about whom nothing 
is known,” a critic in 1968 quoted him as 
saying and that is pretty well how things re- 
mained, despite endless stories and much 
prurient curiosity about this maker of 
beautiful but disturbing art. 

Then in 1990, the frail old man—he was 
born in 1908—met Nicholas Fox Weber, a 
biographer whose previous work includes 
a book on an American artist, Leland Bell. 
Impressed by the visitor's seriousness and 
love of painting, Mr Balthus talked at some 
length to Mr Fox Weber about his life and 
work. Their brief professional acquaintance 
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In the eye of the beholder 


forms the foundation of this biography, 
published last November in America and 
now available in Britain. Far from pleasing 
its subject, the book has provoked the 
painter into a public rage over what he per- 
ceives as a muckraking intrusion, spattered 
with inaccuracies. He is so angry about it, 
he is telling friends, that he wants to sue the 
author and publisher. 

Count Balthasar Klossowski de Rola (to 
give the full name) was born in Paris, the 
son of a Polish art-historian. His mother 
had a long affair with Rainer Maria Rilke, a 
celebrated German poet. It was Rilke who 
first spotted the young Balthus’s talent 
when he saw 40 ink drawings by the 11- 
year-old about the adventures of his cat. 

Without formal training, but armed 
with an introduction to a circle of artists 
that included Pablo Picasso, Henri Matisse 
and Pierre Bonnard, the young painter 
made his name in the 1930s and 1940s with 
a series of unusual portraits and street 
scenes, light-filled landscapes and dreamy 
interiors featuring very young girls in lan- 
guid, suggestive poses—all of them in figu- 
rative style and beautifully worked. 

Mr Fox Weber has written a readable 
and reasonably thorough book that never- 
theless leaves it something of a mystery 
why Balthus’s work is so highly regarded 
and now sells at auction for up to $5m. His 
biography dwells on the painter's starry 
pre-war social life in Paris and on the Lol- 
ita-like sexual element in Balthus’s work 
(Penguin Books used a painting similar to 
the one above, though without the cat, in a 
recent paperback edition of Vladimir Na- 
bokov’s “Lolita”). There are some mildly 
spicy stories of an almost routine sort told 
to reveal artistic temperament that include 
Balthus hanging Joan Miro’s daughter, Do- 


lores, out of a window, a 
faked suicide attempt and 
greeting a model with a dag- 
ger. In addition, Mr Fox We- 
ber portrays his subject as a 
raging snob interested only 
in French aristocrats and 
fellow-luminaries in the art 
world, who invented his 
noble title while at the same 
time denying his mother’s 
Jewish background. 

The hazards of old men 
with younger biographers 
are legend. What seems to 
have gone wrong with 
Messrs Fox Weber and 
Balthus? If similar misun- 
derstandings in other such 
cases are any guide, the 
painter no doubt took the 
writer's enthusiasm for his 
own work as a sign of seri- 
ousness and discernment in 
other departments. Natu- 
rally, he wished to keep 
control over the image of his life that was 
released to the outside world. But, once you 
start talking to all but the most slavish biog- 
rapher, you are no longer wholly in charge. 
Perhaps the painter allowed himself the 
(unworldly?) hope that Mr Fox Weber 
would follow to the letter his injunction to 
deal with the works and ignore the colour- 
ful, allusive anecdotes with which he salted 
their conversations. For his part, Mr Fox 
Weber was obviously intrigued by the 
glimpses he was given of the artist's manip- 
ulative character, provocative reputation 
and glamorous past. No wonder he tried to 
use this material as best he could, turning 
what seems to have started as a serious 
study into something more like high-art 
gossip. Angry as he is, Mr Balthus can take 
some comfort from the fact that this is not 
bestseller material—whether because his 
work is too troublesome for many readers 
or because, in the end, Mr Fox Weber has 
not written a very good book. 

a 








Artists’ reputations 


Brotherhood 
is powerful 


AINTING with “gravitas” or porridge 

seen through fog? You might think it hard 
these days to get a good row going about a 
second-rank British painter of moderate out- 
put who died in 1939. But Germaine Greer, a 
leading feminist writer, and Brian Sewell, an 
artcritic who likes to play the old fogey, went 
ateach other ona cold evening late in Febru- 
ary in a London debate on the unlikely topic 
of Gwen John. To Ms Greer, she represented 
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a “compelling” art, heedless of authority, 
that worked painfully up through self-ex- 
pression towards “the sublime”. For Mr Sew- 
ell, the only reason for the fuss was that her 
“flabby and watery” paintings were being 
“drip-fed into the market” by a savvy dealer. 

John was a Welsh painter working 
mainly in Paris who languished in the 
shadow of her once more highly regarded 
brother, Augustus. A show of paintings by 
the two artists, at the Fine Art Society in Lon- 
don from March 6th-17th, isa chance tocom- 
pare the pair: the brother whoonce declared, 
“Lam just a legend. I am not a real person at 
all”;and the sister who spent much of herca- 
reer poor and alone ina Paris bedsit, partly to 
escape her overbearing brother. 

Upgrading neglected artists is a tricky 
business. When the evidence of the eyesis in 
dispute, it is tempting to focus instead on the 
life. Gwen John’s certainly makes a contrast 
with her brother’s. She was born in 1876, two 
years before him. Their mother died when 
they were small, leaving them to the cold, pu- 
ritanical eye of their solicitor father. Reluc- 
tantly, he let them go off to the Slade School 
of Art in London. With a full red beard and 
gold ear-rings, Augustus was the archetypal 
bohemian. So was his wife Ida, who let his 
mistress, Dorelia, join their household. 
When Ida died in 1907, Dorelia lovingly 
brought up his many children, both the le- 
gitimate and illegitimate. 

Augustus always acknowledged his sis- 
ter’s gift and introduced her to John Quinn, 
an American collector who had organised 
the famous Armoury Show in New York. 
Quinn soon made Gwen an annual allow- 
ance in exchange for paintings. Though he 
sold his Augustus Johns in 1921, he continued 
to support Gwen’s work. She was quiet and 
undemonstrative, though passionate, too. 
She had a long affair with Rodin, bombard- 
ing the then elderly sculptor with dozens of 
letters a week when he tired of her. Until 
Quinn’s intervention, she often worked as 
an artist’s model to support herself. 

In style, she gradually moved from fine 
silky glazes to thin and quickly applied 
chalky brushstrokes. She began to paint 
nuns (she had converted to Catholicism in 
1913), convalescents and young seated 
women as well as comers of her bedsit in a 
striking manner that is abstract, bleached 
and modem. Sparse at it was, both in scale 
and quantity, her work caught the attention 
of Picasso and Braque, who thought her 
work more French than British. 

Oh, the London debate on Gwen John 
and women in art. How did that turn out? 
Having suggested without quite saying so 
that Gwen John’s reputation had less to do 
with art than victimhood, Mr Sewell talked 
about other things. Ms Greer made a lively 
defence of Gwen John’s “painting of renun- 
ciation”, but did not wholly explain why she 
is suddenly getting all this attention. 
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Travels in Cuba 


The odd meal 


NE of the British tour operators that fly 
people to the new, visitor-friendly 
Cuba is adamant on one point. “We do not 
recommend that strict vegetarians travel 
with us to Cuba,” is the stark advice in the 
company brochure. Meat, especially pork, is 
a staple element in the island’s diet, and Cu- 
bans are no more likely to be coaxed from it 
than they are from tobacco (Cubana being 
one of the few international airlines that still 
permit smoking). Yet two recent British visi- 
tors stumbled across a hard-core veggie 
haunt in an improbable, and not easily ac- 
cessible, place. 
The Jardin Botanico Nacional is one of 
Havana’s many well-kept secrets. Most 


MOREOVER 


guide books ignore it, or dismiss it in a sen- 
tence. Itis about 17 km (11 miles) from the cap- 
ital in Calabazar, just south of Parque Lenin 
and across the highway from ExpoCuba, a 
futuristic, somewhat desolate site for trade 
fairs combined with a lively children’s play- 
ground that attracts local families with ac- 
cess to an automobile or the patience to wait 
for a bus. 

In theory there is a rail service linking 
downtown Havana with ExpoCuba and the 
botanic garden, running twice daily, five 
days a week. But the early train had left 70 
minutes before its scheduled departure time 
and, as the next was not promised till after 
lunch, there was no alternative toa taxi. 

Arriving at the garden, the visitors 
haughtily ignored advice to buy a ticket on 
the tractor-drawn wagon that ferries people 
around. Instead, they set off on foot, first to 
the run of conservatories, not glassed in but 





Armchair sailors 


ROME 


66 PQRAVI, bravi, bravi. This success al- 

lows all Italy to enjoy a marvellous 
adventure at the top of world sailing,” 
gushed Giovanna Melandri, the Italian 
minister for cultural heritage and activi- 
ties (who also oversees sport) in the wake 
of the race that put the Italian boat Luna 
Rossa into the final of the America’s Cup, 
and denied a place to an American boat 
for the first time since the competition was 
inaugurated in 1851. But the Italians’ suc- 
cess was short-lived as their boat soon ran 
up against the superior tactics of the New 
Zealand defender of the cup, Black Magic, 
in the final. The surprise was not that the 
Italians lost these early races, however, 
but that they got so far. 

This is not the first time that Italy has 
contested the America’s Cup. A team as- 
sembled by the late Raul Gardini, a flam- 
boyant and ill-fated businessman, 
around the yacht Il Morodi Venezia hada 
crack in San Diego in 1992. It too won 
through to challenge the holder, then 
American, in the final, and lost. But Mr 
Gardini’s achievement did not turn the 
Italians into a nation of great sailors. Luna 
Rossa got so far thanks largely to work by 
designers born in America and New Zea- 
land. Only about one-tenth of Italian boat 
builders’ business comes from sail. Italy's 
boats are better known as floating gin pal- 
aces, sleek vessels with engines that tum 
heads on the Riviera and such places. 
Most Italians drive power boats if they 
put tosea at all—which, despite their 8,000 
km (5,000 miles) of coastline, few of them 








do. Boat ownership is low by European 
standards. And according toa survey pub- 
lished shortly after Luna Rossa’s victory 











Not in the bag 


over the American challenger, America 
One, only the Greeks within the £u are less 
keen on exercise. Almost 40% of adults in 
Italy take no physical exercise at all, as 
against around 10% in Scandinavia. 

Millions of Italians watched the televi- 
sion broadcast of the deciding race be- 
tween Luna Rossa and America One, and 
the final races against Black Magic. Be- 
cause of the 11-hour time difference be- 
tween Italy and Auckland this meant stay- 
ing up well beyond the middle watch to 
see the broadcast live on a state television 
channel. As well as causing bleary eyes, 
Luna Rossa’s success provided another 
excuse for Italians to stay comfortably en- 
sconced in their armchairs. 
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partly covered by a thick, dark mesh. Inside 
and outside, depending on their shade re- 
quirements, was a well-kept and well-la- 
belled collection of succulents and tropical 
plants: scarlet poinsettias as big as Christmas 
trees; hibiscus; bromeliads, coleus and 
bougainvillaea clipped neatly into colourful 
hedges. The rest of the garden was labelled 
only spasmodically. 

The enormous section devoted toCuban 
flora includes many palms and even one or 
two conifers. Having inspected those, the 
visitors decided to make their way to the Jap- 
anese garden, presented by the Japanese 
government in 1989 to mark the 30th anni- 
versary of Cuban revolution. Well over an 
hour later, parched by the midday sun, they 
stumbled across the Japanese garden, hav- 
ing gravely underestimated the scale of the 
garden as a whole. At first they suspected a 
mirage when, alongside their quarry, they 
saw a little open-air eatery, the Bambu, de- 
scribing itself as an eco-restaurant. On the 
self-service counter were dish after tempting 
dish of fresh and cooked vegetables includ- 
ing lettuce, tomatoes, cucumbers, grated car- 
rots and radishes, coleslaw, beetroot, black 
and white beans and boiled rice, as well as 
crunchy bright orange nasturtium petals. 
The starter was white bean and garlic soup, 
the main courses mushroom fricassée and 
pizza, and for dessert there were sweet 
stewed tomatoes. The drinks were pink or 
white grapefruit juice and, afterwards, fen- 
nel-and-mint or oregano tea. At $10 a head, it 
all seemed good value—and local veggies 
clearly agreed: a crowd had gathered when 
the restaurant began serving at one o'clock. 

An hour later, restored, the British cou- 
ple cadged a lift from the tractor transport 
back to the main entrance and ventured into 
ExpoCuba to find the station. Wiser now, 
they waited only half an hour beyond the 
scheduled arrival time of the Havana train 
and settled instead for another taxi. 

a 





British history 


Wasted chance 


UncoverepD Epitions. Edited by Tim 
Coates. The Stationery Office; 11 books; 2,342 
pages in all; £6.99 each 


HIS boxed set of 11 paperbacks from 

Britain’s recently privatised Stationery 
Office looks wonderfully tempting. Each of 
these “Uncovered Editions” contains offi- 
cial records and original documents about 
historical events in the past 100 or so years. 
Anyone who would like a flavour of what 
real historians do will want to tear off the 
wrapper and browse in this attractive sam- 
ple archive. Alas, they will be disappointed. 
For this set, chosen by a former managing 
director of Waterstone's, Tim Coates, is an 
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Double vision 


WO themes run through “Twinspot- 

ting”, Ketaki Sheth’s book of photo- 
graphs of twins of the Patel community in 
Britain and India (Dewi Lewis; £12.99). 
One, inevitably, is the double vision: two 
sets of eyes, often from two identical faces, 
staring out at the world together. To the 
rest of us, different and alone, that togeth- 
emess will always be strange and compel- 
ling. The intimacy and intensity of Ms 
Sheth’s photographs gives her twins an al- 
most mystical power. (She herself is mar- 
ried to a Patel, Aurobind, formerly a de- 





Two for the show 
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signer at The Economist.) 

The stronger theme is of loss of inno- 
cence. Her subjects range in age from such 
delights as Sanchit and Sawan, the twin 
grandsons of a Gujarati businessman, 
brought up by an extended family, in the 
company of servants, two dogs and a pea- 
cock, to Kiran and Kirit, two London shop- 
keepers up against a brick wall. The first 
two (below) look out with defiant curios- 
ity; the second, with quiet resignation. 

The sense of lost Eden also comes 
from the story of the Patels. They were 

farmers from Gujarat 
whom Moghul rulers used 
to sort out village disputes. 
Early in the last century, 
many went to work on the 
railways in East Africa, 
where some started busi- 
nesses. Some came to Brit- 
ain from India, some came 
when the Ugandan and Ke- 
nyan governments threw 
them out in the 1970s. | 

The transition, which | 

usually meant a step down 
socially and economically, 
often proved difficult. One 
of Ms Sheth’s subjects was a 
village chief from Gujarat. 
Now he works in a chemi- 
cals factory in Britain, and 
dreams of the green fields 
of Gujarat. 











opportunity wasted. 

His selection is, at best, eclectic, if not 
bizarre. Familiar subjects like “The Boer 
War: Ladysmith and Mafeking, 1900”, or 
“The Loss of the Titanic, 1912” rub shoulders 
with “Wilfred Blunt’s Egyptian Garden: Fox 
Hunting in Cairo” and “The Strange Story of 
Adolf Beck”. The story of Adolf Beck is not 
only strange, but strangely uninteresting, 
not to say deservedly obscure. The Beck pa- 
perback reproduces 234 pages worth of 
court and official documents relating to the 
life and crimes of a small-time Victorian 
swindler. His story is advertised as a “par- 
ticularly gripping crime thriller’, a claim 
born out neither by the documents nor by 
the book’s cover, a blurry photo of a man 
with his eyes inked out. But what is worse, 
the documents are reproduced almost at 
random, without explanation as to their 
significance, veracity or interest. There are 
no notes, no justification for the selection, 
indeed no commentary of any kind. 

Such omissions may not matter with 
the forgettable Beck. But they are baffling 
and exasperating when it comes to a more 
important Adolf. “War 1939: Dealing with 


Adolf Hitler” is about British and German 
policy in the months leading to war. The 
very first document is a report from Neville 
Henderson, the British ambassador in Ber- 
lin, on the termination of his mission, writ- 
ten soon after war broke out. There is no 
hint that, coming from a controversial am- 
bassador, his views might be partial and 
self-justificatory. If footnotes and commen- 
tary had to be avoided to keep costs down, 
there were lucid, absorbing overviews of 
British policy in the late 1930s by other Brit- 
ish diplomats—Robert Vansittart and Wil- 
liam Strang, for example—that could have 
provided plenty of the necessary context. 
Nor is there much novelty here: most of 
the material is in the form of published re- 
ports. It may sound carping to complain 
about an attempt to make 2,300 pages of 
material accessible to a wider public. But 
these paperbacks have not been made ac- 
cessible enough. They needed brief histori- 
cal introductions, proper references and a 
justification of the selection. Clever gradu- 
ate students used to do this sort of work. 
Without it, the set makes a useful bookend. 
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Joseph Wolfson 


ILL Joseph Wolfson be- 

come an American icon, in 
the manner of James Dean or 
Buddy Holly? His age could be 
against him. Dean was 24 when 
his brief screen career (starring in 
three films) was snuffed out in a 
car accident. Holly was 22 when 
he and other members of his pop 
group were killed when their 
small aircraftcrashed. Youth, sud- 
den death and unfulfilled talent 
are the reliable ingredients of le- 
gend. Mr Wolfson was 50, not old 
by today’s standards, but not 
young. All the same, as a surfing 
star, he was a product of Amer- 
ica’s leisure industry, which has 
youth as its main customer. The 
kids who tried to mimic Dean’s 
cool looks and sang Holly’s songs 
longed to master the big waves as 
Joe Wolfson did. “Here's a 
responsible adult who wants to 
remain a kid,” he said. 

He was a New Yorker whose 
family moved to California when 
he was a child. He never gave up 
playing on the beach. He was 
happy to call himself a beach 
bum, which, far from being a 
term of derision among the cog- 
noscenti, identified him with the 
culture of the Californian sea- 
shore, where life is an endless 
sunny afternoon. “He lives by the 
beach and is ruled by the beach,” 
a friend said. Still, even beach 
bums need to make a living. After 
leaving university Mr Wolfson 
worked for most of his life for Carson City (motto, “Future unlim- 
ited”), a few miles south of Los Angeles, managing recreational ac- 
tivities. Running surfing classes was one of his jobs. Surfboards en- 
dorsed by him sold well. 

Surfing is not just walking on the water, he said. Like the mov- 
ies and music, it has its own literature. Surfers have adopted Byron 
(died aged 36), who never knew the thrill of the board but seems to 
have had an uncanny feeling for the sport: “Once more upon the 
waters! yet once more!/And the waves bound beneath me as a 
steed/That knows his rider.” 





The big spin 

Joe Wolfson’s steed was a board known as a bodyboard, about 
four feet long, rather than the longer and heavier traditional Ha- 
waiian type. Bodyboards, filled with plastic foam, were originally 
designed for children, and you can see them at seasides every- 
where. The story goes that Mr Wolfson was lent one in the early 
1970s and was hooked, and turned bodyboarding into an activity 
for grown-ups. It is now a worldwide sport, with its own maga- 
zines, clubs and language. They still look like slabs of plastic, but a 
custom-built board can cost a lot of dollars. Mr Wolfson’s most 
famous skill was to spin full circle up to half a dozen times as he 


, 








Joseph Wolfson, master of the surf, died 
on February 2ist, aged 50 


came in on a big wave, a manoeu- 
vre logically known as a 360. No 
one, it seems, had done this be- 
fore. It is most easily carried out 
lying flat on the board. Mr Wolf- 
son made the manoeuvre more 
difficult by doing it sitting up. He 
won numerous contests in surf- 
ing centres around the Pacific. To 
his admirers he was Doctor 360. 
He liked the title and made it his 
car registration. 

In 1998 Joseph Wolfson learnt 
that he had cancer. He seemed an 
unlikely victim. He did not smoke 
or drink. He was so fit that he 
could spend up to ten hours in the 
water without feeling ill effects. 
Still, a scan revealed a tumour, 
and it was inoperable. Mr Wolf- 
son made careful preparations to 
end his life before it was taken 
from him. He drew out about 
$100,000 from his savings and dis- 
tributed it to friends in need. 

One sum went to pay for a 
colleague’s eye surgery, and an- 
other to help out with a nephew’s 
university education. Gradually 
he gave away his possessions, in- 
cluding his car. In November 1998 
he wrote a farewell note—“I've 
had a great life, and it’s time to say 
goodbye”—with a cheque for 
$5,000 for a party. He swallowed 
some sleeping tablets, put on his 
wetsuit and entered the sea at 
Manhattan Beach, not far from 
his home. 

He paddled out on his board 
toa buoy about 150 yards offshore, far enough to be in deep water, 
but not so far that he could be taken by a shark. He tied up to the 
buoy and went to sleep, believing that he would not wake up. 
However, about six hours later a lifeguard on the shore saw some- 
thing bobbing in the water and went out to investigate. Mr Wolf- 
son, now comatose and probably close to death, was given a kiss of 
life and recovered. His story was given much attention by newspa- 
pers and television. A movie was talked of, provisionally entitled 
“Full Circle”. 

From being famous in the specialised world of surfing, and a 
local hero with his picture in Uncle Bill’s Pancake House, Joe Wolf- 
son became a national celebrity. In the 15 months that remained of 
his life before he died in a car crash last week he was frequently 
asked in interviews about suicide and he tended to oblige with the 
conventional answer that suicide was bad. 

Among the letters he had received, many were from young 
people he had taught to surf. “If you can ride a 2oft wave, you can 
ride this,” one wrote. Mr Wolfson said that his wish to end his life 
was “the worst message in the world I could send them”. But no 
one knows what was going through his mind when his car unac- 
countably left the road and crashed into a eucalyptus tree. Byron’s 
line, perhaps, “And I have loved thee, ocean.” 
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Value Based Management 


Measuring Corporate Performance 


2-7 April 2000 
15-20 October 2000 
If creating shareholder value is the principle that drives 
your company, INSEAD’s Value Based Management — 
Measuring Corporate Performance programme could 


very well refuel some fresh ideas for you. 


Led by Professor S. David Young, this 1-week pro- 
gramme takes a holistic approach to management 
based on the principle that managers at all levels of 
the organisation must manage their firm’s resources 
with the ultimate objective of creating shareholder 
value, Value Based Management can help managers 
formulate relevant business plans and capital and 
operating budgets, make sound business and invest- 
ment decisions, evaluate actual business performance 
and design effective management compensation pack- 


ages. 
> 


The following major issues are analysed in detail: 

e Creating value for a company’s shareholders 

> Measuring value creation using Economic 
Value Added 

e Linking Economic Value Added to management com- 
pensation 

e Identifying the drivers of shareholder value 

e Managing the strategic planning process 


to deliver superior returns to shareholders 


The programme participants are senior executives 
seeking practical guidance on implementing value 
based management systems, evaluating and compen- 
sating managerial performance and analysing corpo- 
rate growth strategies. Typical candidates are compa- 
ny directors, board members, general managers, cor- 
porate finance specialists and consultants. If you 
would like to learn more about this programme, 


please contact us. 


Vieri 


Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France, 
Tel 33 (0)1 60 72 42 90, fax 33 (0)1 60 74 55 13, E-mail exec.info@insead.fr_ http://www.insead.fr 


O | would like to reserve a place on Value Based Management - Measuring Corporate Performance 
[O Please send me a brochure on Value Based Management - Measuring Corporate Performance 
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Executive Development 
In the City 





City University Business School is a leading 
provider of Executive Development. Our 
expanding portfolio of open programmes 
provides professionals with the tools to meet 
today’s business challenges. 


MASTERING FINANCE SERIES 


Interest-Rate Option Models. R. Rebonato, 
starting 8 May, 10 weekly evening sessions 








Fixed Income Securities and their Derivatives. 
G.Questa, 7-9 June 


Credit Risk Management and Credit 
Derivatives. D. Tambakis, 13-16 June 




















Introduction to Stochastic Yield Curve Models. 
D. Cox, 5-7 July 


Asset Management Performance Measurement 
and Attribution. M. Levis, 11-14 July 


Optimal Risk Management: VaR and 
Beyond. G. Questa, 18-21 July 


Behavioural Finance for Asset Management and 
Trading. M. Levis, 26-28 July 


Financial Econometrics. M. Salmon, 13-15 Sept 





STRATEGY AND MARKETING SERIES 


E-Commerce Management: Strategy, 
Implementation and Exploitation. C. Holtham, | 
N. Courtney, 9-10 May 


Managing the Dynamics of Strategy Design. 
E. Larson, A. Ginsberg, 1-2 June 


Creating Value: Shaping Tomorrow’s Business. 
S Mathur, 8-9 June 


Marketing Financial Services. G. Randall, 
G. Harris, 22-23 June 


Understanding Turbulent Futures. E. Larsen, 
A. Lomi, 29-30 June 








www.city.ac.uk/cubs/ed 


For bookings: 
execdev@city.ac.uk 
Tel: +44 (0)20 7477 8710 


Fax: +44 (0)20 7477 8882 
y City University Business 
London Schoo! 
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CMBQD DURHAM 


The University of Durham MBA comes in three AMBA accredited 

study options -~ Full-Time, Part-Time or Distance Learning. 

Find us @ www.durac.uk/udbs or call +44 191 487 1422. 
iniversity of Durham 


Vial Bi 
Yi BUSINESS SCHOOL 


investing in excellence in teaching and research 
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eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’. That means no time out from your career. 
Log on and you're there. Network as you learn. Interact with respected 
technology leaders and fellow professionals from around the globe. 


Join us at www.isimu.edu, the award-winning, accredited online 
university, Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 







www. isimu.edu 
Denver, Colorado 


Accredited Member DETC 






isim universi 


Become tomorrow's eStrategist 























THE MASTER OF MANAGEMENT 
IN THE NETWORK ECONOMY 


MANAGEMENT IN @THE NETWORK ECONOMY 


IVILINE 


The Master of MINE Program is 
the result of collaboration 
between the Center for Research 
on the Applications of Telematics 
to Organizations and Society 
(CRATOS), Universita Cattolica 
at Piacenza, Italy and the School 
of Information and Management 
Systems (SIMS), University of 
California at Berkeley, USA. 





In the emerging digital economy, 
managing organizations is a totally 
new ballgame, You need to 
understand Information Technology, 
know where it's going, and find ways 
to exploit it for the benefit of your 
enterprise, 





The Universita Cattalica at Piacenza 
offers a new program leading to the 
Master of Management in the 
Network Economy (MINE) degree. 


The aim of this program is to 
produce managers who can score 
higher than their competitors within 
the context of the new economy. 





@ Location: Universita Cattolica del Sacro 
Cuore, Piacenza, Italy 


| @ Language of Instruction: English 
“@ Duration: 16 months 


®@ Starting Date: 
September 18, 2000 

® Applications: 

March t- May 75, 2000 


FUJITSU corner 
SIEMENS 


3://mine.nec.unicatt, it 


FONDAZION E 


LPIACENZA E VIGEVANO 
















O Jineasione 
Coa ad Biyani abd Borinaix Emdek 


Technology Partners: 








a info.mine@pc.unicatt it 





ah 
ON YOUR SCHEDUL 

(Ph.D. Many fields, No classes. 

NO COST evaluation! Send resume, 
6400 UPTOWN BLVD NE - SUITE 398-W 
Dept. 34- ALBUQ., NM 87110 USA 
34@centuryuniversity. edu 

1-800-246-6; 


“THE CINCINNATI MBA 
Unique One year Program in US 
Excellent ROL Begins 14.06.00 
For information: 
graduate@uc.edu 
www.cha.uc.edu/mba 
513.356.7020 
513.556.7006 (fax) 












Teaching French to adults for 29 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 /: hrs a day with 2 meals. 8 levels ; Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 3 April, 8 May and all year 
06230 Villefranche/Mer EC4, France, Tel: (33) 493 0188 44. Fax: (33) 493 76 92 17 
www.inatitutdefrancais.com 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
and secure in their Jobs or Professions. 

Earn your BACHELOR’S, MASTER'S or DOCTORATE degree by utilizing your 
life and work experience. University equivalent credits are given for your 


job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken, 


Our graduates are recognized for their achievements in business and industry, 
We will assist you in completing your degree requirements at your own pace 
through home study. 


Send/fax detailed resume for a BORGO RU 


Pacific Western University 

600 N. Sepulveda Blvd, Dept. 137, Los Angeles, CA 90049, (310) 471-0306 
CALL: (800) 423-3244, ext. 137 UK: 0800-960-413 

Fax: (310) 471-6456 e-mail: admissions @pwu.com 
http://www.ca.pwu.com 



























24,000 
Alumni 
Worldwide 





GRADUATE PROGRAMME IN ECONOMICS 


MEc and PhD 





We invite applicants to our Graduate Programme in Economics. 

The sequence starts with a one-year Master degree (MEc], designed to oler 
a general training in economics and quantitative methods as well as several 
optional courses. 


i continues with a three-year PhD which offers advanced courses and 
seminars and trai us the students in individual research. The emphasis of the 
PhD is on public policy, finance, international economics. 


We offer financial support based on merit. 


OF particular interest to our participants are the activities of the Innocenzo 
Gasparini Institute for Economic Rees IGIER - cofounded in 1990 by 
Bocconi, NBER and CEPR, which hosts Italian and foreign wheter 
offering a unique environment for eend | exchange and joint research. 


For detailed information and application forms please visit our Internet sites ar 
www.uni-bocconi.it/mec 
www.uni-bocconi.it/phd_ec 


or contact: 
Office of Graduate Studies in Economics 

Universita Bocconi 

Via Sartoni, 25 

20136 Milano - Ital 
Tel, +39-02-58 36.3367 
Fax +39-02-5836.33 16 
E-mail: mec@untbocconi it 
Email: phd.ec@untbecconi.it 


TT ill) 












THE ECONOMIST MARCH 4TH 2000 


Faculty of Law 
anal Law Programmes 


enume university town situated noar The Hague, the 
nue and the legal capital of the world (International Court of 


¿Master of Laws: 
LLM. in Criminology 
Gore courses include: Durch Criminal Law and Procedure, Criminological Theories. Penology, 
_Nistimology, Methods and Techniques in Criminological Research, The WODC, (Scie 
Research Institute of the Ministry of Justice), Halt-Buréan, Probation Service, Child Welfare 
Organisations, and Victim Support Organisations. 


LLM. in European Community Law 
re: Basic Course in Community Law, Tax Law, Intellectual Property Law, 
Law, European Integration and Private Intemational Law, External Relations of the 
EC, Competition Law, and European Human Rights Law. 


LL.M. in International Air & Space Law 
se deals with all importam International legal. and policy aspects of aviation and space 
d mebides core courses on Public air law: treaties and institutions, Private air law: 
ypac aties and law-making, Space fawi applications, institutions and 
and Euronenn aerospace law. The overall emphasis of the course will be on the 
between the legal theory and the practice of aviation and space activities proper. 


LLM. in International Business Law 
i, The course includes all key features of international business transactions, including Intemational 
Business Law Land H, International Banking and Finance, International Economics, International 


“fp Fax: Law, Law of the World Trade Organisation, Comparative Competition (Anti-Trust) Law, and 


légal clinics on such topies as Project Finance and Banking Issues, Company and Group 
Relationships, Islamic Banking, International Commercial Arbitration in Indonesia, Privatisation 
in Russia and Kazakstan, and International Mergers and Acquisitions. 


The Ph.d Programme: 
A three to four year research programme under the supervision of a senior faculty meniber, 


For further information please contact: 
“Office of Interiational Law Programmes Faculty of Law Leiden University PO, Box 9521, 2300 
Leiden, The Netherlands” Telephone: 31 (0)71-527-7609/767 1 Telefax: 31 (071-527-7732 
stalls jatiprog @law.Leidentniv.al 


Executive Program for Leaders 
in Development: Managing Political 
and Economic Transitions 


Date: June 12-23 2000 

Participants: Political leaders, senior: 

managers, executives of public affairs organizati 

of non-governmental and development assistance 
from developing, newly industrialized, and transitional 


Focus: Challenges for leaders as their countries move toward 
more participatory politics, more open economics, and more 
integration info an evolving global economy. 


Purpose: To sharpen problem-solving, analytic, and strategic 
action skills needed for major policy and institutional change; 
to gain a broader perspective on the task of leadership. 


Deadline for applications: April 3, 2000 

For brochure and application, please contact: 
Enrollment Servicas, Phone: (617) 496-0484, ext. 136, 
Email: KSG. Execfd@Harvard.edu 

Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


This option pay 


Masters in Mathematical Trading and Finance 


Understand the growing importance of derivatives 
in the key areas of trading, portfolio management 
and risk management. 

Apply your outstanding mathematical and analytical 
abilities to financial theory and practice. 

Either 12 months 

full-time or 24 months part-time. 


nni 
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City University Business School 
London 


Our next Information Session is on Thursday 23 March, please. 
contact the Admissions officer for full details. 


Tel: +44 (0)20 7477 8680 
Fax: +44 (0)20 7477 8885 


E-mail: irmi@city.ac.uk 
www.city.ac.uk/cubs/ 


The University for business and the professions 










There’s negotiation, 
Zentrum tür Europäische lntegrationsforschune | 
ale see Wi ties oe Bonn l and then there’s 
strategic negotiation. 


„Master of European Studies” 
2000/2001 
















Strategic Public Sector Negotiation, May 22-26, 2000 




















A course making you familiar with the development and 
perspectives of European integration, Main topics are: the history of | 
European integration; the institutional system in the EU; EU law; 

foreign policy, and international economic relations, ! 
Taught mainly in English by an international faculty, the program | 


Whether you produce formal agreements or contracts, structure complex 
financial transactions, resolve disputes, or negotiate for authority and 
resources, Harvard's Strategic Public Sector Negotiation offers 
you an opportunity to move to new levels of negotiation expertise. 
Designed for senior executives at the public/private interface, this 
powerful, fast-paced, short program will help you: 










{ 
i preparės for careers in European business, politics or] 

administration. Duration: 16. October 2000 - 31. May 2001, | 
followed by a 2-3 months internship. | 
Applicants must principally hold a German or foreign University | 
degree in Political Science, Economics, or Law, l 
Tuition fees: DM 10,000. Several Scholarships available. | 
Participants will be selected by June 15, 2000. 


7 
| 
| 
l 
| 
| 
| 
| 
| 






© add strategic dimensions to your negotiations 
© strengthen your analytic abilities 

© internalize tactical skills needed to produce 
successful and lasting agreements. 




















| For more information: 




















For brochure and application, please contact: 
Nancy Huntington (617) 495-1142, ext.125 

e-moil: KSG_Execkd@Harvard.edu 

Internet; www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 









PD Dr. Stefan Fröhlich 
ZEL; Walter-Flex-Str. 3, 53113 Bonn, Germany 
4449 / 228/73 18-99 

Fax: +449 / 226/73 179) 
E-mail: st.froehlich@uni-bonn.de 


“act 











| Applications mei be submitted by 1. t. May 2000 


Amsterdam 
Œ Institute of Finance 


Fraa 







In cooperation with the faculty of 


INSEAD | 
Upcoming Courses 2000 | 
| 
| 







Executive Course on 


Evaluating Macroeconomic Strategies 
June 12 - July 1, 2000 









































































Designed for policy makers and analysts from dowand middle income 
countries, Interested candidates, please contact the Macro Strategies Course: 
Williams College Center for Development Economics 

1065 Main Street, Wilkamstown, MAO1267 USA Faxi 559 677-8044 
hupv/iwww.williams.edufcde/ Emailsedemacro@ wilhams.edu 


Financial Innovation in As countries around the world grapple with structural reform, effective 
Corporate Finance (March 27 - 31) f management of transitions requires the design of an overall macroeconomic 
| Valuing Commercial Banks (May 3 - 4) strategy. More than mere collections of policies, such strategies are integrated 
| A | frameworks designed to achieve fundamental policy objectives: sustained 
Real Options (May 5 - 6) | growth, full employment, macroeconomic stability, and improved distribution, 
Portfolio Management This short course draws on the 40-year experience of the Center for 
- Global Asset Allocation (May 10 - 13) | Development Economics to traia participants to evaluate the coherence and 
- Fixed Income Investment (May 15 - 18) | interdependence of macroeconomie strategies, Topes include: 
- Equity Investment (May 22 - 27) l 
~ Real Estate Investment (May 29 - 30) | Foundations of Macro Analysis * Labor market flexibility 
Banking and Risk Management | baa of Publie pons ode i T liberalization 
in Emerging Markets (une 5 - 8) i * roductivity of government KIS tade po icy S 
expenditure Focusing Strategy on Objectives: 
Valuation (June 13 - 14) | + Inflation targeting + Growth, employment, stability, 
Project Finance : (une: 19 - 23) | * Sustainability of the ce tt distribution, well-being 
+ — International competitiveness * Political economy of macro- 
Asset Securitization (une 26 - 28) | . Privatization economic strategy 
Value-at-Risk (June 29 ~ July 1) | 
ł 
| 
i 


Foundations of Finance (une 29 - July 21) 







AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +3 1-20-5200 162/160 - fax: +34-20-5200161 
e-mail: infos inl - internet: www alfon 
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‘GLISH 
GLAND, in JAPAN, in BELGIUM 
GERMAN 


n BELGIUM 





66 HOURS PER WE 
IN THE TARGET LANGUAGE 
Study: 
up to 45 private and/or group lessons 
and pedagogical activities 


x ADULT. } 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
+ JUNIORS from HH to 18 years 
- FRENCH in BELGIUM 
- ENGLISH in ENGLAND, 
in BELGIUM 






FRENCH 
in FRANCE, in BELGIUM 
DUTCH 


in BELGIUM 







Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


SPANISH 


in SPAIN 

























CERAN LINGUA 
International informatio: 
and reservations: 

















Tel: + 32- 87-79 LP. 
Fax: + 32- 87-79 If 8 
E-mail 
Customer @ceran.be 










& Since 1975 










oe a nee 
4 LaR temet 
be t CEES) 584- 3046 http: WAN COran.cor 








A MAXIMI JM OF PROGRESS IN A MINIMUM OF TIME 





NISTI 


liseda 


fi, 15. 28009 Madrid (Spain) 
839 | Fax: +34 914 316 054 
E-mail into @ aliseda.com 








“campus oF offa: pus. 
ST. GEORGE UNIVERSITY 





2 {00 or 001 or OTL) 88-16511- 


0 ESTATE 
COMPUTATIONAL 
~~ FINANCE 


apply now 
for Fall 2000! 
www.cse.ogi. eoucamprin 


U.S. Knowhow 


On-Site Advisory and Consulting for 
foreign Developers, Investors, 
Governments Worldwide. 

www, Redii.org “On-Site Advisory” 
1” Consult Free, Send details to: 
Rabraham@Mediaone, net 





















Bachelor © Master ¢ Ph.D. 


Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 


Accelerated degree programs * Academic ae for work yy 
experience * Students from 112 countries and 36 states in Va! 
the USA * Send 2 page resurme/ C.V. for no cost evaluation, a 


PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: admissions@washinuedu * www.washint.edu 


BUSINESS OPPORTUNITIES 
- TELECOMMUNICATIONS PARTNERS 


SAKON, A U.S, BASED COMPANY WITH 25 YEARS OF SATELLITE COMMUNICATIONS 
EXPERIENCE IS LOOKING FOR HIGH QUALITY PARTNERS AND REGIONAL 
CONSULTANTS/DIRECTORS TO MANAGE THE LICENSING, SALES, AND 
MARKETING OF OUR INNOVATIVE SATELLITE COMMU NICATIONS SE RVICES. 

Sakon is building satellite systems in developing countries like Bahrain, Ethiopia, 
Haiti, India, Ivory Coast, Jamaica, Kenya, Pakistan, Senegal, Vietnam, Yemen 

$ and other areas where fiber is excessively expensive or non-existent, 
; pee COMMUNICATIONS SYSTEM en servos: 







varrier Termination 
intemationsi 


partner has telecommunications and marketing experience ardor ee rae conection’, 
‘For more information call Phil Gibson at 001-978-683-7990 x235 or via e-mail at: pi gibson@ 
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ee ee N O a U 
UNIVERSITY DEGREE 





Distant Education Centre, JAPAN-UK 















jails oxford Gistgeorgeuniversity.edy 
1 http://wwwstgeorgeuniversity.edu 
















DEVELOPMENT 











a ee O 
APPOINTMENTS 






The University of I & : 







Lectureships in Finance 


Director of Studies 


The ISMA Centre is the largest specialised business school in Europe 
in Securities and Investment and is part of the 5-rated Business and 
Management research group in the University of Reading. : 


Lecturers in Finance (two posts) 


We are seeking academically well-qualified candidates in any area ) 
finance with, or close to being awarded, a PhD. Candidates with an 
interest in strategy in investment banking will also be considered. 


Director of Studies 


The rapid expansion of the ISMA Centre has led to the need: 
appoint an academic finance-teacher/academic administrator | 
work with the Academic Director, the Director and the Deputy 
Director in supporting the present activities of the Centre ane 
developing new initiatives for expansion. 


The person appointed would be expected to have an excellent 
academic background in finance, be a capable finance teacher, at 
be able to help develop and execute strategy for the Centre. 


Other Positions 


The Centre is always interested in discussing part or full-tim 
employment possibilities with persons formerly working in tl 
securities industry but currently without an academic research record, 


Remuneration 


There may be an opportunity for appropriately qualifi 
candidates to receive ad hominem payments and in addition, th 
may be opportunities to participate in the professional educati 
programmes managed by the Centre. 


For application forms and further particulars, please contact Elaine _ 
Reid on +44 118 931 6710 or ereid @ ismacentre. one acu 
The Director, Professor Brian Scott-Quinn, would welcome informa 
enquiries on the above number. 











































See our website www.ismacentre.reading.ac.uk 
Closing date for completed applications is 
17th March 2000. 


D Interviews will take place shortly afterwards. 


ENUF a THE BUSINESS SCHOOL 
iS kei FOR FINANCIAL MARKETS 










The Faculty of Social Sciences, Economics and Business at the Johannes. Kepler 

University of Linz, Austria, announces an opening effective October 1) 2000. of the 
position of Professor for the area of Electronic Business Electronie Commerce (EB/EC), 
Initial contract duration is thres rs, The successful applicant shall assume teaching 

and research duties at the Uni ty of Ling. 

The main emphases of the teaching and research activities shall be following: 


Technology development for EBVEC applications ees aep ee: wee 
Management, sociological and/or econontic aspects of EB/EC in an : : Applications are invited for a permanent Lectureship in 
international context ! Accounting (Ref: L071). Candidates with strong research 


Development of methods and tools Tor designing, implementing and : records in any area of accounting will be considered. 


using EB/EC applications cag 7 2 : 
Apolima misi be acl 1o datumet el? eek ai Dani Applications are also invited for a Tutorial Fellow in 
ants must be able to document their scientific activities in one or, preferably more i . : 

e areas (postdoctoral thesis or equivalent proof of qualification) and have | nin Accounting (Ref: L072), Candidates who are in the process 
ed practical experience in relevant projects. Readiness to conduct esl. of completing a PhD are encouraged to apply, as are those 
t ETA ne is A cia with other colleges and departments of the | we currently working in related fields who are committed to 

f ANZ aK Pregu. i * s A : 
y ioe alas developing a research and teaching career in accounting. 

“The University of Linz is striving to increase the percentage of women among its scientific | ne : ent 5 

personnel and thus emphatically invites qualified women to apply for this position, : For an application pack, either phone 020 7955 6183 
¿Your application needs to reach the Dean of the Faculty of Social Scicaves, Economics í or email to Recruitment@lse.ac.uk quoting the relevant 


and Business of the Johannes Kepler University of Linz, Altenbergerstrasse 69, | reference number. 

AAO Linz, Austria, by April 15, 2000. In addition, applicants are requested to | : r as cay - A 

Submit their curriculum vitae and a list of scientific publications in electronic form to ; The closing date for applications is 3rd April 2000. 

-pomberger @sweunidinz.ac.at J , The London School of Economics and Political Science is committed to equal 
i : opportunities and excellence in teaching and research 





CHIEF ECONOMIST 


London or Sheffield 








Salary £70,000 - £90,000 although more might be available for an exceptional candidate 


DIEE's responsibility for education, training and employment lies at the heart of the Government’s agenda. We seek 
someone to ensure that the Department's strategic and policy thinking is informed by high quality economic advice. 
The postholder will lead the Department's Analytical Services (including Economists, Operational Research 
Scientists, Research Officers and Statisticians), maximising their contribution to the Department's policies, and will 
also be Head of Profession for all economists in DfEE. 


We will look to you to make a distinctive professional and personal contribution to the Department's policy advice 
and to the delivery of Ministers’ policies: 


è You will ensure that all the Department's strategic thinking and policy development is informed by high 
quality economic analysis and advice 


è You will play a lead role in enhancing DfEE’s profile as a Department with a significant influence on 
economic trends, and in presenting the economic arguments for the Department's policies 


@ You will lead the Department's Analytical Services and their contribution to the Department's policies and 
will be responsible for a combined budget of about £18.4m. 


You will need the leadership and management skills to inspire and motivate specialist staff; the ability to 
communicate persuasively with a wide range of professional and lay colleagues and audiences; and the political 
sensitivity and professional integrity to provide relevant and impartial advice. You will have an established reputation 
as a Senior Economist. 


This is a full-time permanent post, based in London or Sheffield. A Sheffield-based postholder would need to spend 
a substantial proportion of their time in London. We would also be happy to receive applications from candidates 
interested in filling this post on secondment from their current employer for a minimum period of 2 years. 





For further information and an application form, please send a postcard with your name, address, a daytime 
telephone number and quoting vacancy reference 'CHECON' to: 


The Senior Civil Service Unit, DIEE, Room 306, Caxton House, 6-12 Tothill Street, London SW1H 9NA, or you can 
email the information to us at ses.unit@dfee.gov.uk or telephone 0207 273 5788 (24 hour answerphone). 


if you have any queries please telephone 0207 273 5789. 
The closing date for receipt of applications is 24 March 2000. We aim to issue invitations 


for interview mid April and to hold interviews mid May. ae Moy 

` PAN 

z Ofe/s 4 `X 
DfEE is an equal opportunities employer WE can Department for 


S 
ye INVESTOR IN FEOPLE Education and Employment 
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ERR oiL EMERGENCY RESPONSE: 
-THE INTERNATIONAL ENERGY AGENCY, PARIS 




















seeks highly motivated member for a one-year 
project with its oil emergency response team. 








Requirements are 2-3 years of experience with 
the international oil industry and academic 
qualifications in economics, business studies, 
operations research or other relevant disciplines, 
preferably with a computer science module. 
Fluent English and some French are required. 
Other languages would be a major advantage. 
Nationals of all OECD Member countries may 
apply. Tax-free salary shall be commensurate 
with qualifications and experience. 
















Send cover letter and C.V. to Mrs. Hunter, IEA, 9, 
rue de la Fédération, 75739 Paris Cedex 15, 
FRANCE, or via email to beth.hunter@iea.org, by 
29 March 2000. 


CONSULTANTS IN INTERNATIONAL PROJECTS 


Sema Group sae, Spanish leading international consulting firm, 
providing technical assistance in developing countries, is seeking 
consultants to work on international projects in: Central and Latin 
America, Central & Eastern Europe, CIS, Mediterranean countries, 
Asia and Africa. 


To support its growing activity, Sema Group invites qualified 
‘consultants to submit their CVs for specific projects as well as for 
our database of experts for future projects. 


Areas of expertise required: 


- Banking/Financial Services - Health 


~ SME development ~ Public Administration 


~ Tourism - Institutional Building 


Z Privatisation/Restructuring - Industry (all-sectors) 


~ Human Resources Development - IT expertise in any of the above 


- Marketing 


Applicants should have more than ten years experience in their 
| professional field and should be fluent in English and Russian, 
French, Spanish, Arabic. Previous experience with projects funded 
by EC, WB, IDB, EBRD, etc is preferred. Nationals from 
beneficiary countries are welcome, 
Please. send detailed CV to the following e-mail address 
| ana.latnik@sema.es or by mail to Sema Group, International 
Consulting Division, Albarracín 25, 28037 Madrid-Spain on a 
diskette in Word for Windows format. 
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The University of Hong Kong is on 
international comprehensive researc) eS in 
Asia-Pacific region, with. more than 100 departments 3 
sub-divisions of studies-and learning. There + 
enrolment of more than 15,000 students 
postgraduate level). Research students come ; 
than 40 countries. The medium of instruction is English. 
The University is committed to its vision of globalisation, 
together with excellence in scholarship and research. 


Professor: Chair of Real 


Estate and Construction 


Applications are invited for the post of Chair of Real Estate. 
and Construction in the Faculty of Architecture | 
(RF-1999/2000-100) from 1 January 2001, following the 
retirement of Professor Anthony Walker. Appointment will 
initially be made on a five-year fixed-term. basis, with a 
possibility of renewal. 


The Department seeks to meet the academic. challenges of 
the subject from. an interdisciplinary base, with a prime 
objective being to cross traditional disciplinary boundaries 
in finding solutions to problems associated with land, real 
estate and construction. The work of the Department. 
covers the four specialisms directly associated with real 
estate and construction: general practice surveying, 
quantity surveying, building surveying and planning and 
development. The appointee will be expected to. provide. 
academic leadership in both teaching and research in the 
Department of Real Estate and Construction. The 
Department is a world leader in surveying education at 
both undergraduate and postgraduate levels with a strong 
research ethos. It has strong international links together © 
with close ties to leading institutions in the PRC and the 
appointee would be expected to reinforce these. 


Candidates should have an established international 
reputation in both academia and industry and whilst 
professional links (ie The Hong Kong Institute of Surveyors 
and the Royal Institution of Surveyors in the UK) are ~ 
inportant, professional qualifications are not necessarily a 
pre-requisite. 

The University reserves the right not to fill the post or to 

fill the post by invitation or to make an appointment at a 
lower level. 


Annual salary [attracting 15% (taxable) terminal gratuity] 
will be within the professorial range of HK$1.2M+ (approx. 
£96,000; sterling equivalent: as. at 21 February 2000) with | 
starting salary depending on qualifications and experience. © 
At current rates, salaries tax will not exceed 15% of gross 
income. Attractive benefits package will be offered to the 
successful candidate (comprising senior staff passages; . 
leave, medical and dental benefits, an allowance for 
children’s education in Hong Kong and a financial subsidy 
under the Home Financing Scheme for reimbursing either” 
the actual rental payment or the actual mortgage. 
repayment up to the relevant maximum entitlement). 


Further particulars and application forms can be obtained’ 
on WWW at http://www.hku.hk/apptunit/; or from the 
Appointments Unit (Senior), Registry, 
The University of Hong Kong, Hong Kong 
(Fax (852) 2540 6735 or 2559 2058; E-mail: 
apptunit@reg.hku.hk). Closes 14 April 2000. 


The University is an equal opportunity employer and enjoys 
a smoke-free environment 




































































Dynamic Sales Professionals 


Exceptional OTE Package 
Locations Worldwide 


Could you capitalise on your overseas experience? 


Meyado is Europe's premier 
provider of investment advice to 
internationally minded people 
living and working abroad. They 

rely on our investment Consultants 
to manage their finances 
-effectively. Our ambitious plans for 

l the next millennium start now with 
the expansion of our Sales Force 
world-wide. 


Living and. working in your chosen 
city world-wide, you will be expected 
to work in the English language. This 
should be the last career move you 
ever make... 


Do you believe you have the 

commitment and the drive to build an 
exciting new career with. us? Will you 
be stimulated by the demands and the 





benefits of a serious, results orientated 
You are an acknowledged high package? 
achiever with at least 7 years 
‘experience, proven sales success 
and you are aiming for a long term 
career with excellent promotion 
prospects. 


Then please send your CV and a 
covering letter to: 


Human Resources, 
Manager, Meyado 
International Limited, 
The Warren, Grove 
Farm, Church Road, 
Stoke Hammond, 
Milton Keynes, MK17 


Meyado International Limit 9BP, United Kingdom 


Alternatively, please 
fax applications on 
+44 1525 270 788, 
or e-mail them to 
careers@meyado.com 


You will have already built up 
the skills and credibility to 
deal with clients at the 
highest levels. Meyado 
will provide you with 
comprehensive 
training and ongoing 
support to equip you 
with the tools 
necessary for success 
“as an International 
investment Consultant, 


Helping people... 
. Achieving Goals 


Frankfurt © Madrid © Lisbon + Stockholm © Prague * Sao Paolo « Buenos Aires a Santiago 








Project Managers 


Latin America; Central, Southern and 
East Asia; Mediterranean; Caribbean; and Africa 


We are an international consulting company currently seeking project 
managers to lead assignments concerned with: 

@ Investment, competition and regulatory policy 

@ International trade policy and WTO accession/support 

@ Economic management and strategy 

@ Privatisation 

@ Financial sector development 

@ Public finance and fiscal policy 

@ Health and pharmaceutical sector reform 

@ Enterprise development, SMEs and micro finance 

@ Utilities 

@ Public sector reform 

@ Education 
Candidates must have at least 15 years experience, 5 years of which 
should be as project managers on complex and multi-disciplinary overseas 
assignments. Candidates should be able to operate at the forefront of 
their academic discipline and have a proven track record of providing 
successful policy advice at the highest level of government. Fluency in 
Spanish, Russian, French and/or Arabic would be an advantage. 


Please send details to Box 4101 The Economist, 25 St James Street 
London SW1A 1HG, or email to worldexperts@mailroom.com 


Associate Professor of International Management 


The basis of your position 
The faculty has established a new specialisation within Business Studies: 
International Management. Your contribution will be a driving forte in this 
new specialisation, The Business Studies perspective is one of integration and 
we therefore expect you to have a broad interest in business administration, 
with a theoretical as well as a practical orientation. You will heip to shape 
an educational programme that challenges and motivates students, that 
stimulates their interest in the academic study of business administration 
problems, and that responds to the real demands of professional management 
practice, We are looking for a colleague who can help us to take the next 
step in the specialist field of International Management - as an inspiring 
academic within the faculty, as an experienced course designer and education 
practitioner, and also as a pioneer in our research programme. 


Profile and responsibilities 
You will work as a professional in a multidisciplinary environment that 
emphasises an integral perspective and a generalist approach. Your thorough 
knowledge of the field will be evident from your record of promotion, 
international publications and very wide experience, Modern multidisciplinary 
insights and experience in comparative management in the international context 
will constitute an important stimulus for education and research. There will 
be a particular focus on financial systems and economic constellations, 
organisational strategies and cultures, social and political systems, and the 
way in which international management interacts with these. You will be 
responsible for coordinating development and innovation in the educational 
programme for the International Management, which naturally includes the 
supervision of final-year and doctoral students. The faculty programme will 


More information: www.kun.nt/fow 


require you to take a development-oriented approach to research 

within the area of comparative management. The international comparative 
perspective is central to both the education and research elements of your 
work, You will have acquired management and teaching qualifications as well 
as the ability to secure second and third sources of funding for research, 


Salary indication and further information 
This is a full-time appointment to a tenured position. The salary offered 
- depending on your background and experience - is a maximum of 
NLG 10,371 gross per month, If you would like further information on 
the position, please contact Professor J.A.C.M. Doorewaard by phone on 
0031 24 361 2332 (direct line) or 0031 24 361 1835 (secretariat), or by 
e-mail; H.Doorewaardi@bw.kun.nl. For a detailed position description, 
phone Ms N.M. Merkus on 0031 24 361 1926. 


May we welcome you aboard soon as a colleague? 
Send a letter of application, together with a cw, summary of publications 
and documented portfolio of education activities within three weeks to: 
University of Niimegen, Faculty of Policy Sciences, P&O Faculty Office, 
PO Box 9108, 6500 HK Nijmegen. Quote Vacancy No. 03.05.00 on your letter 
and envelope. The Faculty of Policy Sciences endeavours to achieve a 
proportional representation of men and women at all position levels, 
Female candidates are therefore explicitly invited to apply. 


Faculty of 
Policy Sciences Suae 
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THE BIGGEST B SINESS CHALLENGES MATCHED BY THE BRIGHTEST PEO 


~ In every area of ness, in every part of Europe, we focus our energ 
«x technology, produc ratagiss and strong working sition an We cat 
Wwe develop. 


ki mien rected : The management experience you gain with us 
you are, 


THE POSITION 
N y 


Economics or ai erin ga 
knowledge of applied eco 

and some practical ¢ 
pes lling and basi ies tistics You njo 


Hau computer a 
nd Penning environments as well as wi 
Headquarters management systems ; 


You are a team playery with 
pinta skills. oe re 
analysis, pric 
As you willhadminists : 
from external providers, m Can thi are also open to 
corresponding inte tabase ipervi and adapt quickly to fast 
the software developments, you will act as our environments. As ai 
interface with external data providers, research you will be able to 
“agencies and IT service providers: i ers 


European languages includi 
required, 


¿if you are interested im a-career in Marketing Statistics and you think you fitthe profile outlined above, 
please Email your me and: a covering letter td: aF a REF PM/STAT - www. emdsnet. com, 


PHILIP MORRIS EU REGION | THE SPIRIT OF SUCCESS 
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Macro-Economist covering Latin America €}IDEAglobal.com 


i “ F | ye Well-respecied macro-economic research hoise seeks energetic economist to cover Latin Am erican 





~ D a 


markets out of its New York office. Preferred candidate will bave a Masters in Economies and 
experience applying macro-economic analysis to financial market instruments, though we wi 
consider candidates from market/research desks at governmental institutions. Duties to include 
originating macro research and applying it to Latam FX, Debt & Equity markets in a real-time 
environment. Attractive salary plus stock opters available to the right candidate, 

Please fax resumes, FAO Research Director, to New York on 212 571 4334 or email: 
recruitment @ideaglobal.com. 


i . i stitute of Business Administration, Karachi 

Due to its continued growth and success, the New York International soa, ee ation Karachi 
h of Pai ber is seeking experienced Financial Advisors or vitae ay 

Branch: oF PaineWehber 1s seeking. experiane OFFERING BBA (Hons), MBA, PhD. & MANAGING 














Private Bankers who specialize in servicing international investors to join tere En DIR : 
its team. As one of the world’s preeminent full-service securities firms, DEVELOPMENT PROGRAMS 
PaineWebber is committed to using its formidable resources and financial at its Morning and Evening Campuses 
expertise on behalf of its clients around the globe. PaineWebber’s 
International Private Accounts Group offers a wide range of products and 
services such as International Resource Management Accounts, the 
PaineWebber International Bank, Offshore Trust Services, Mutual Funds, 
Alternative Investments, and Insurance Products. 












REQUIRES A 


DIRECTOR 


For details please contact 


Successful candidates must have an established track record of attracting 
and retaining high net-worth international clients. A clear understanding 
of Offshore investment products and issues affecting this unique segment 
of the financial services industry is essential, 


INTERNATIONAL FINANCIAL ADVISOR 


PaineWebber | 


Please forward your resume in confidence to: 
PaineWebber, Attn: Ali Homayounfar, 

Branch Manager, New York International Branch, 
4285 Avenue of the Americas, 19th Floor, NY, NY 10019. 
Tel: 212-649-7562, Fax: 212-713-9462. 

Email: ali.homayounfar@painewebber.com EOE. 









SECTRETARY TO GOVERNOR SINDH 
AT GOVERNOR HOUSE, KARACHI, PAKISTAN 





e ES ESAT 


LAST DATE FOR RECEIPT OF APPLICATIONS 
10TH OF MARCH 2000 


PHONE NOS. +92-21-9201212, +92-21-9201201 
FAX. +92-21-9201226 
Email: ve @ku.its.super.net.pk 


_gploce anette aa eo iT LRRD TENORIO REISS 





www.immaculate-solutions.com/iba 














= 
The International University in Germany seeks to Marine Resources Programme Manager | 
fill the position of an Associate or Full Professor in | 


f Namibia & Southern Africa 
Accounting 


for its Business School. Employment is to commence 





| The Danish consulting company RAMBØLL is leading a European consortium 
| of companies which has been short fisted to tender for the following EU funded 
| project: SADC Regional Monitoring, Control and Surveillance of Fishing 





in Fall, 2000. Activities. The overall objective of the programme is the improved management 

| of marine resources of the SADC coastal member states, The programme will 
The successful candidate has a Ph.D. in accounting or a l be managed from a PMU based in Windhoek, Namibia, operating within five 
related field and a strong research record. The International countries over an initial period of three years. 


University is the first university in Germany to offer all 

programs in English. It focusses on Information Technology 
and Business Administration and their interfaces in research 
and teaching. The new colleague is expected to teach both 


The consortium is seeking nominations for the post of Programme Manager. 
Because of the nature of the funding of the project, only EU nationals or citizens 
of ACP member state countries can be considered. Requirements include: 


p y | a Excellent project/programme management skills, with a proven international 

A fs] r t i 

undergraduate and graduate courses, and to participate in | track record (minimum 15 years) of managing marine resource related 
| 


the further development of the International University's development projects, ideally with some experience from the SADC region. 


Business School. a Excellent analytical, communication and people skills, with a proven ability 
to manage a multi-disciplinary and multi-national team of specialists, and 
ideally with a knowledge of EDF project procedures. 

a Educated to degree, and preferably postgraduate, level in a combination of 
fisheries, natural resource management, environmental economics and/or 
business administration, 

s Fluency in English and ideally a working knowledge of Portuguese. 

a Some background in institutional development, capacity building and HRD. 


Applications including a detailed CV, publication list, and 
other relevant material should be sent to: 





The President of the 

International University in Germany 
Prof. Dr. Heide Ziegler 

Carnpus 3, 76646 Bruchsal, Germany 





The envisaged start date for this project is late 2000, Enquiries, including a 
comprehensive CV, should be made to Simon Diffey, Senior Consultant, by 
March 17" at the latest, by fax 444° 1279467216 or e-mail: 


fishtech @compuserve.com: ri rere 
[rameu] 


The International University. in Germany is an equal 
| opportunity employer. 
| canbe four about the International University in Germany 
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can be found at www bude www.ramboll.com 
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rope /M.EBast / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
aries Fax: Email: 
USA/Canada +1202 4781698 — cpamerica @careerpath.co.uk 
Europe +44 20 75048280 »@careerpath.co.uk 
sia/M.East/Aus +66 2 2674688 sia@ bkk Joxinfo.co.th 


International Consultancy Opportunities 


-F Associate Consultants for International Economic W ‘5Fise 
‘} & Regional Development ies a 


| Economic development consultants are required to work on an 
associate basis for assignments world-wide. The work will encompass 
both public and private sector development including technical 
assistance to SMEs, finance, restructuring, training and tourism as 
well as institution building, regional development and European 
integration projects. Requirement is ongoing. 
. Letters of application together with CV and daily rate to: 
Martin Ward, 
WM Enterprise, 
31-34 Waterloo Street, Birmingham B2 5TJ, UK. 
Fax: +44 121 236 2698. Email: tracyl@wm-enterprise.co.uk. 


FSA 


Financial Services Authority 


Analyse what 
will emerge 
from emerging 
markets 


CONOMIST MARCH 4TH 2000 


ECONOMICS PROGRAM 
Lectureships in Economics (2 posts) _ 
£17,238 - £30,065 p.a. Ref: ADP0402/E 


Applications are invited from outstanding candidates for two five year 
fixed term Lectureships in Economics. You must have demonstrated 
commitment to teaching, research and. publication, showing evidence ¢ 
ability to publish in leading journals. 


The Programmet main research areas.are in European integration, 
health economics, social economics and regional/developrient stud: 
You will be expected te: teach acréss the range of core economics; : 
together with your own subject specialisms. Iris expected that you will 
be willing to playa full role in the development of future research and: 
teaching strategies within che areas of interest of the Economics 
Programme. 

Informal enquiries to Dr; Mark Baimbridge; Director of the Economics 
Programme (tel: 01274 234792, email: m.j.baimbridge@bradford.ac.uk) 
Closing date : 11th April 2000. oS 


UNIVERSITY OF 


m BRADFORD 


Confronting Inequality: ri 


Economist ` 

Banks and Building Societies Division 
If you're an experienced Economist who would like to 
apply your expertise in a’ highly topical and fas»moving 
area, we could have just the opportunity at.the FSA - the 
UK's integrated financial regulatory authority. 


Asa key member of our Emerging Markets Economics 
Unit, you'll closely monitor a group of emerging market... 
countries to analyse political, economic and financial: 
developments there and the potential impact on 
institutions supervised by the FSA. 


You'll then go on to brief.and advise line supervisors 
on the risks involved. 


The role offers you the chance to develop your 
understanding of the interaction between financial 
regulation and broader economic factors; as well/as to 
build contacts with fellow analysts.in the financial, 
government and academic spheres. It also provides 
excellent opportunities for overseas travel, 


To qualify, you must combine a strong background in 
Economics with considerable financial sector and 
regulatory experience. Your excellent communication 
and teamworking skills must be supported by the 
flexibility to produce substantial pieces of analytical 
work under the pressure of tight deadlines. 


If the challenge inspires you, please call 020 7259 6204 
for an application form quoting reference GS850, 


Closing date for rece:pt of applications: 17th March 2000 





APPOINTMENTS _ 


















PLANNING & TRANSPORTATION 


43,000 parking spaces. 1,000,000 visitors. 


You do the sums. 
Statistical Analyst £22,800 - £25,000 + up to 15% PRP 








The Parking Service generates £84 million in gross annual state-of-the-art knowledge of statistical forecasting, trends 
income for Westminster. You'll identify and assess the impact — and outcornes. 

of changes to policy and legislation, so we can work Benefits include: a interest free season ticket loan @ generous 
proactively to adjust our services, Through market analysis, annual leave æ free swimming facilities m staff discount card 
you'll predict future trends, while developing new projects m excellent pension scheme. 

relate i specific area of expertise, This area | is one of For an application form, please telephone 01325 745749 

the largest revenue sources in the City, so you'll be key in our quoting ref: B/OOAWCPT/013/E. 

decision making processes. Closing date: 24 March 2000. 

With a degree -or an equivalent level of experience - you'll The Council operates a No Smoking at Work Policy. 


bring mastery of data and statistical analysis, as well as An Equal Opportunities Employer. 





BARTLETT MERTON Age City of Westminster 


RECRUITMENT wan LTEN S 
































international WEST AND NORTH AFRICA DEPARTMENT (WNAD) 


Depantinentfet ENVIRONMENTAL ADVISER 
D F D TI BASED: LONDON 


|:Development’s (DFID) WNAD QUALIFICATIONS AND EXPERIENCE 


A postgraduate qualification (or equivalent) i in environmental 
science is essential along with a minimum of 6 years’ practical 
experience in the application of environmental management 
procedures. Conducting environmental work in developing 
countries should constitute at least 4 years of your experience 
and a combination of “green” and “brown” environmental skills 
isirequired. Furthermore, your excellent inter-personal skills and 
self-motivation will enable you to work effectively in multi- 
; iplinary teams, influence senior personnel and manage 

* consultants. 
TERMS OF APPOINTMENT 


Salary will be in the range £39,800 - £45,800 per annum 

pendent upon qualifications and experience. This also 
ludes.an element in lieu of superannuation. This appointment 
ad. on a 3 year fixed-term basis, and although based in 
ay will be expected to undertake extensive travel to 


; Candidates should either be nationals of Member States of the 
, European Economic Area (EEA), or Commonwealth citizens who 





The Department for International DFID works in partnership with but we also work in middle income 
Development (DFID) is the UK's governments, international and national countries, and in Central and Eastern 
goverimeni Jepartment responsible for non-governmental organisations, the Europe. 
promoterg opment and the a 2 n š ' 3 
F a 8 H i 4 private secfor and institutions such as the DFID is committed to a policy of Equal 
reduction of poverty. DFID is committed World Bank, UN agencies and the 
he * ih gree 4 pp = è Opportunities and encourag ss 
to the internationa greed target of e f 
; European Commission. Most of our lications from members of the ethnic 
halving the proportion "of people living in ; A i : n applications trom members ¢ i the e 
assistance is concentrated on the poorest X 
extreme poverty b 15. > : fet minorities. 
3 countries in Asia and sub-Saharan Africa, 
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BUSINESS & PERSONAL 





“Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and. 
trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: stuart Stobie USA: BILL Andrews GIBRALTAR: Diane Dentith 

RS 214177 Tel: +1 757363 9469 Tel: +350 76173 Tel: +1 649 946 5050.: 
Pax: + 797 363 9668 Fax: +350 70158 Fax: +) 644 G46 5052 
usaGUsovereigngroup, cont gibggsovereigngroup corm TE i con te oversighgroup con 


TZA Paul Winder 










u, K: amos Denton — 




















DELAWARE (USA) 










IMMIGRATE TO CANADA s 2ND PASSPORTS, DRIVER'S i 
5 sr oes a LICENCES, DEGREES, BANK 









“We Can Help” 









AICs, CAMOUFLAGE PASSPORT : 
GMC 

g Fax +3120-5241407 ; 
3511 Siveside Rd, FROS-EC © OE USA 19810 Email: TAS @ coMpuserve CONT 


i ie a G aata Ek Mhi hiai a Eeay A hup//wwew.global-money.com 


+ SWITZERLANI 
Lake Geneva & Alps 


Attractive pro , overlooking views, 1 to 
5 bedrooms, from SFr 250000. Sale to Non- 


Sviss ats authored. Leading company n i [he ultimate authority on the world’s best hotels 


so monna Scr omea | AI e aa hideawayreport.com 


Tel. +441 22/734 15 40, Fax 734 12 20 
4*"*LONDON'® GS COMPANIES 


www. revac.net 
a Quality serviced apartments offering best value | * Ready made companies 


OFFSHORE @/OrrsHore BANK] 
for money. Our apartments offer great savings * Fall corporate administration 


Companies from $250 For Sale US $1,000,000 | pg comes to hotels. Fully serviced, private w * Trade services (U/C, shipnih 
Class A License - Est. 1994 (File #629) | sing davon” "> “SEPP eoma T eee 


aw firm of Sumjen & Peterson 
brii samen COE 


































































BADY MA * Banking/Accounting services 
b e sT EORR For further information, please contact: Centrally located in Kensington area. a 7 Pan a Ban ess ieee aut servic è 
NOMINEE SERVICE CARIBECO USA LTD. a Tourist Board Approved a Contact Stella Ho for immediate services. 
f Gary A. Ferraro, President Ashburn Garden Apartments 
BANK INTRODUCTIONS inden Apartmen! & company brochure 
| Fax:561-447-8244 W 3 Ashburn Gardens E NACS LTD 
OFFSHORE CREDIT CARDS SEPA ED ANAIARI 









a South Kensington, London SW7 4DG, UK a 


£ www.ashburngardens.co.uk 
Provisions in LLS, ig ion Jaw may make y a info@ashburngardens.co.uk a 


ooh eter eee `Y Tel: ++44 207 370 2663 


Room 1108, Albion Plaza, 2-6 Granville: 

Road, TST, Kowloon, Hong Kong 
E-mail acs@inacs.com Ak 

Tel @S2) 2724 1223 

Fax: 852) 2722 4373 


Funds GE) Express 


‘Tel: +353-1-6790600 Fax:+353-1-6790475 
Ridge House, t Conyngham Road, 
Dublin 8, Ireland 


E-mait: FundsExpres: jubi.ie 
Cyprus: 
Tul:+357-2752415 Fax:+357-2766722 


Established since 1980 


APPOINTMENTS 













> Fax: ++44 207 370 6743 
hist of qua ifications for review ly: SeanaBuenea a 


Law Offices ve 
2201 de & 












Humboldt University of Berlin 
Department of Economics and Management Science 


Professor of Economics -C 4 


The person appointed will be expected to contribute to undergraduate and 
graduate teaching and will be charged in particular for teaching and research in 
economic history. 





The department of economics holds a special research unit in Simulation and 
Quantification of Economic Processes as well as two post-graduate programs, one 
in Applied Microeconomics and one in Distributed Information Systems. 


The applicants must fulfil the requirements for the appointment as a professor according 
to §100 of the Berlin higher education statutes. Accordingly outstanding academic 
achievement can be treated under certain conditions as equivalent to the Habilitation. 


The Humboldt University aims to increase the presence of women in teaching and 
research and welcomes explicitly the application of qualified female scientists. Severely 
disabled applicants shall be given the preference in case of equal qualification. 








Applications with the usual enclosures shall be sent with indication of the box 
number PR/001/00 within 4 weeks to the Humboldt-University Berlin, Faculty of 
Economics and Business Administration, Dean Professor Dr. Helmut Litkepohi, 
Spandauer Str 1, 10178 Berlin. 


Call: 201.287.8400 Fa 


OTH: 


AWW, F 
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Crossair of Switzerland, Europe's largest regional airline, offers more thon 28 daily departures 
from the the UK and Ireland to Switzerland. in addition, Crossair also offers more than 100 desti: 


nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your 
local travel agent or Crossair +44 845 607 3000. www.crossair.com 9. Te Gualiflyer Group 


TENDERS —__ 






crossair, 















panoiinmicnt se 











Department for 
International 
Development 


The Social Development Department of the UK Department for 
International Development (DFID) wishes to contract with one or 
more organisations or consortia to act as Resource Coordinating 
Centre(s), or RCC(s), for Social Development Expertise. As the UK 
Government Department responsible for all aspects of 
international development policy, DFID’s principal aim is to 
contribute to the elimination of poverty in poorer countries and to 
enable poor people to achieve sustained improvement in their 
living standards. 

THE NEED 

The main tasks of the RCC() will be: 





RESOURCE COORDINATING CENTRE(S) 
FOR SOCIAL DEVELOPMENT EXPERTISE: 


EXPRESSION OF INTEREST 


specialists (from UK, Europe and partner countries). The RCC(s) 

will seek to identify and to develop additional personnel, DFID is 

committed to capacity development in partner countries and will 

welcome proposals which offer the prospect of such 

development. 

SELECTION CRITERIA 

DFID will short-list potential tenderers on the basis of four main 

criteria: 

a. demonstrated skills, experience and capability to manage such a 
RCC so as to fulfil the range of tasks in a user friendly way (with 


appropriate logistic and administrative back up) 
b. demonstrated ability to access the necessary range of social 
development expertise, process skills, and research experience 
c. proven expertise to project manage advisory and consultancy 
work (including quality assurance) in line with DFID procedures 
d. demonstrated willingness and aptitude to form a significant 
node in the UK, European and world social development 
community. 
it is unlikely that any single organisation will have the necessary 
range of aptitudes and experience. DFID wants one single point 
of initial contact; but this could be arranged in a number of ways 
(including a lead organisation with sub contractors or a 
consortium with a central management unit). At this stage DFID 


a. to provide consultancy and advisory services to DFID through 
contributing to: operational social development work; cutting 
edge knowledge and policy “think tank” work; and DFID‘s policy 
dialogue role in the international community 

b. to contribute to capacity development for DFID staff and others 

c. to act as one significant node in the networks linking DFID with 
the whole range of social development expertise in the UK, 
Europe and worldwide. 

The types of expertise, advice, support and other services required 

cannot be precisely defined at this stage. The need is for flexibility 

to respond to unpredictable demands; which in any case are likely 
to change over the course of the contract. The RCC() will 
maintain a group of core specialists who can become well 
acquainted with DFID’s evolving policies and management will short-list those organisations which show a significant 
processes. These will be supplemented by a much wider group of capability to contribute as part of a larger grouping, 


Expressions of Interest (three copies) of no more than 2,500 words should give evidence of ability to respond to the above 
requirements. They should be clearly marked for the attention of Marie Blue, Room AH364, for International 
Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA, UK. Fax: (01355) 843327, Tel: (01355) 843486 or 

E mail in Word 7 compatible format M-Blue@dfid.gov.uk They must arrive no later than 5 pm on 23 March 2000. Briefing notes for 
potential bidders are available on the web at www.dfld.gov.uk/public/news/ja23mar00.html or by contacting Marie Blue at the 
above coordinates. Those short-listed will be invited to a briefing meeting in central London on the afternoon of 7 April 2000. 
The expressions of interest of all those attending will be circulated at the briefing meeting to help organisations without all the 
necessary capabilities to form strong partnerships. 














but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


The Department for international 
Development (DFID) is the UK’s 
government department he for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 








Fulfilling Britain’s commitment to pEi 2 world poverty 





BUSINESS & PERSONAL 


GUT THE COST OF YOUR N EW AUTHORS 


STAY IN LONDON 
| PUBLISH YOUR WORK 


Comfortable seit<contained serviced studio Nats 
in Knightsbridge near Hartods, fully equipped 
kitohen-dinetie, bathroom, phons, satellite T.V. 
ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 


central heating, elevator, maid service, resident 
managen Bult 1-2 persons, Brochure by AirMail: 

918. 347 REGENT ST LONDON WIR 7VB UK 
veww minervepress.couk 


PUBLICATIONS 




























family’s history 





Debrett’s ancestry goes back over 
200 years. Now lekus trace yours! 
SEND FOR OUR FREE INFORMATION PACK 
E: Anteasiry Research Lid. Dept EN, PO: Bax 7, 






20 7436 3201 


X +4420 7436 3203 





Knightsbridge Service Apartments 
45 Ennismore Gardens, Landon SW7 1AQ, 
TEL: 0171 584 4123. Fax: 0171 584 9058. 
into@keflate.demon.co.uk 
we. keflats demon.co.uk 







A Alrestord, Hants, A DEN, Tek (0719862 722876 
Farigis 734040 tio dinew.debrettancashy. temon, co.uk 








Www.euracom.co. 
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“BUSINESS & PERSONAL 








Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient [CSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 









CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servicans Lda. international Company Services (UK) Lid 
Tek +1 450 6797452, Fax: +1 450 679 4263 Tel: +351 21314 2030 Fax: +351213142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 

Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 






USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR, CARLOS QUERALTO 







International Company Services (USA) Inc international Company Services (USA) Inc international Company Services 8.A. 
Tek +1 310 5508712 Fax: +1310 205 7973 Tel: +1 954.943 1498 Fax: +19549431499 Tel: +598 2 902 1165 Fax: #598 2 902 1191 
Email: usawest@ICSL.com Email: usa@ICSL.com Emaih uy@ICSh.com 







BAHAMAS FOR LESS $599 . li 
8 DAYS/7 NIGHTS Worldtariff 
SANDYPORT BEACHES RESORT 


Beautiful RCI sd Gold Crown resort, 

























Let our exclusive group of former Visa Officers, with over 35 rg 
experience, provide expert assistance and guidance to your immigration] | 
process. Applications professionally and identially prepared. Our 
money-back guarantee is your assurance of success. Fast internet and email 
service. Specialists for skilled workers, businessmen and investors, 


OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
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Wy WING YDOTT. COATS ANY 
Fax: (242) 327-8665 Tel: (242) 










ONE STOP 
(ORTH AMERICAN BUSINESS INTERE 
Guarantee-Backed Loans/Project ash Maint AC iC 
Tax-Free Companies For Holding i 


ADA 
i ara A BC Canada VSZ 4C2 
eh 1604) 675-6961 see 
SdH Pax Line (od) 843-7028 oy ic 
cay GOT 

ration © iuris 

incorpo than 100 jur 
mor 


Taking Company 
Formation into the 
21st Century 


a a a a E E E 


The Company Store Group |W Ready made & own choice of name 
International is one of the (os available in UK & worldwide, 


I Free advi brochure. 
longest established ree panes 


professional firms E We guarantee the 

specialising in . ie 

this field. COMPANY STORE GROUP confidentiality, 

YOU CAN'T à cal E Full nominee 
services, domicilation, 

BUY CHEAPER - bank introductions, 

WE WILL MATCH ANY | mail, tel, fax, e-mail and 


associated services, 
OTHER QUOTE. 


FOR OUR 110 PAGE COLOUR BROCHURE CONT, 
CW Forster (Director) ; g 


Wr. ACCEPTED 
WORLD WIDE i 

PO Box 55, Ramsey, ist 

Great Britain, M99 JEE 

TEL: +44 1624 815544 

FAX: +44 1624 817080 2 
E-mail: economist@ocra.com 26 Offices Worldwide 














All major credit cards accepted, 


E 
ba 


| 
| 
| 
| 
| 
| 
| 
| 
| 
l 
| 
| 


——— WWW.OCra.com —— 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 


TENDERS _ COURSES 


®WorldBid 


INTERNATIONAL TRADE LEADS 
© Buy 


t 
UNIFORMS 








THE COMPANY STORE GROUP 


TRENT ODEO UH REO EME O Rea OHH AND HOE REeT ESE 


26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: eng@companystoreworldwide.com 
Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 














The Consult 
Dept E 






ants Institute 


p aii 





View details at: 
www.woridbid.com 


Princess Anne, M 
Fax mei 
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~ ECONOMIC IN DICATORS 


OUTPUT, DEMAND AND JOBS America’ s annualised 60 GDP povik ratein the fourth quarter 
of 1999 was revised up to a whopping 6.9%. Growth in the euro area is also perking üp: in the 








4.9% in the Netherlands. Japanese industrial output jumped by 7.2% in the year to January. 
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PRICES AND WAGES Euro-area consumer-price inflation rose to 2.0%, the ecs’s medium- 
term ceiling, in the year to January. Japanese consumer prices fell in January and were 0.9% 
lower than a year earlier. Germany’s12-month inflation rose to 1.8% in February, its highest since 
December 1997. Japanese workers got a pay rise of 2.5% in the year to January. 





% change at annual rate The Economist poll 


fourth quarter, gor grew by annual rates of 2.9% in Germany, 3.6% in France, 4.0% in Spain and | 
y y. P 





| COMMODITY PRICE INDEX 

il London robusta coffee prices 
| slumped toa seven-year low this week and 
| could drop further as excess supplies pile 
| up. Prices have also fallen in the tighter ara- 
| bica market. Vietnam, the world’s biggest 
arago robusta producer, is harvesting a record 
| 8.3m 60kg bags. Output in Côte d'Ivoire will 
| be nearly sm bags. Producers are now look- 
| ing for ways to prop up prices. The Viet- | 
| 

| 

| 

| 

| 

| 

| 

| 





namese government may provide $71m to | 

help its exporters stockpile beans. The Asso- | 
| ciation of Coffee Producing Countries | 
hopes to introduce yet another scheme to | 
limit exports. Brazil, a leading acre mem- | 
ber, is paying for growers to stockpile 5m 
bags. But the acec has limited funds, anda 
voluntary scheme failed in 1998-99 when 
Brazil overshipped. Guatemala and Mex- 
ico, which are not members of the ACPC, 
may not support export controls. 
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E NORWAY The orco expects that Norwe- 

































shore industries. “Mainland” Gor, which 
excludes oil, gas and shipping, is forecast to 
be broadly flat for the second year running. 
Although public and private consumption 
should grow, investment by offshore and 
mainland industries isexpected tobe weak. 


dian Gop growth, which slowed toonly06% | [Epp i 
in 1999, will pick up to 3.3% this year. How- | | % increase on a year earlier -6l l 
ever, growth will be chiefly confined to off- Norway o 
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The orep thinks that mainland cpe will A on a aar Sarili 


grow by 1.6%, almost as much as the econ- 
omy.as a whole, in 2001. But wage pressure 
may hobble the recovery. Norway has the 
third-highest employment rate and one of 
the lowest unemployment rates of OECD 
countries, Parts of the labour market have 
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been tight, even though the mainland econ- 
omy has been weak. 











116 








THE ECONOMIST MARCH 4TH 2000 


FINANCIAL INDICATORS 


‘*Natrow. M1 except Britain MO, broad: M2 or M3 except Britain M4 Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 


MONEY AND INTEREST RATES Euro-area broad-money supply growth slowed to 5.0% in 
the 12 months to January. At 6.16%, yields on 30-year American Treasury bonds are abnormally 





„lower than ten-year yields (6.38%). Ten-year yields are becoming the new market benchmark. 


„Money supply" interest rates % p.a. (Mar 1st 2000) 
% rise on yearago over- 3-mth money market banks 2-year _ 10-year gov't corporate 
narrow broad prime gov't bonds latest’ yearago bonds 
































Trance 5,53, Germany 5.40, Italy 5.75. Benchmarks: Japan No. RE Ti 82, US 30-year 6. 16. “Germany f for prir 





Handelsbanken, Warburg Dillan Read, WEE Group, Wespa P Primark Oatastreart Rates cannot be construed as banks otters. 








| STOCKMARKETS Even as Nasdaq tech stocks soared, the Dow slipped byo. 8%. Europe’ sstock- | 
markets, however, were buoyed by new-economy ebullience: Frankfurt, Paris, Milan, Madrid _ 


and Stockholm hit new all-time highs. Farther afield, so did Sydney. 

















































































































Market indices % change on 
| an BOO “one one record Dec 3ist 1999 
{ Mar ist high low week year high inlocal in$ 
ee: oak currency terms 
Australia (All Ordinaries) 3,192.6 3,192.6 3,030.1 
Austria (ATX) 1,084.0 1,2361 1,0505 ‘ta 
Belgium (Bel 20) 2,756.0 3,3404 27213 
Britain (FTSE 100) 6,364.9 6,930.2 6,005.2 
Canada (Toronto Composite) 24116 94635 81142 
Denmark (Copenhagen SE) 8161 8374 755) 
France (SBF 250) _ 4,037.0 4,037.0 3,5128 
Germany (Xetra DAX) 7,7279 7,738.7 6,474.9 
italy (BC) 2.1326 2,1326 1,666.4 
Japan {Nikkei 225) 20,081.7 20,081.7 18,1683 
<: (Topix) OO O02852 17548 1,5990 
Netherlands (EOE) 6686 6754 6124 +2 
Spain (Madrid SE) o 50215 11308 9528 + 20 
Sweden (Affarsvariden Gen) 6,656.6 66566 51763 + 68 
Switzerland (Swiss Market) 6,959.1 7,570.1 - 19 
` United States (DJIA) 10,1379 11,7230 - 09 
; (S&P 500) 1,379.2 1,4693 + 14 
Europe (FTSE Eurotop 300)" 1,594.1 1,594.1 + 33 
Euro-11 (FTSE Ebloc 100)* “1.4613 1,4613 tal +d 
World (MSCI)? 1,3590 1,422.2 pum EEE 3 
| World bond market (Salomon)? 4284 4400 4247 < 04 








TRADE, EXCHANGE RATE 








“in euro euro terms. Morgan Stanley Capital international index includes individual markets listed above plus eight others, in dollar terms, 
salomon Brothers World Government Bond Index, total return, in dollar term. 











The euro plunged briefly to a new all-time low of 93.9 cents. Its trade-weighted value fel by | 
2.9% over the week. The yen soared by 4.7%; sterling rose by 1.2%. The euro area’s visible-trade surplus was $61.2 billion in 1999; its current-ac- 
count surplus was $45.8 billion. Australia’s visible-trade deficit widened to $10 billion in the 12 months to January. 








| W SAVING French households are expected 
to become the thriftiest among the rich 
| countries. The orco forecasts that they will 

save 14.9% of their after-tax income in 2000, 
| more than the 12.2% squirreled away by the 
| Japanese. In contrast, thë o expects 
| Americans tosave only 2.3% of their income 
| this year, down from 7.8% in 1990. One rea- 
| son is that Americans am feeling much 
wealthier, thanks to higher share prices, 
and so they feel less need te save. The saving 
rate has also plunged in Italy, Canada, Aus- 
tralia, the Netherlands and Portugal. 



















































































| Trade balance*, $bn_ Current account _Exchange rate Currency units Budget 

| latest latest 12 Sbn “The Economist pc poll balance 

| month months latest 12 mths % of GOP, forecast % of GDP 

| 1999 2000 1999 
Australia < 0.77 jan ~ 22.0 QB cee 806 O26 082 o 07 
Austria = “0. 14 Now’ - 0. 

| Belgium + 0.95 Nov? 
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“Australia, ntar, France, Canada, Japan and United States ir imports fob, exports fob. All others cifflob. 11990100, Bank of 


SNot seasonally atliusted. * "New series. 
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EMERGING-MARKET INDICATORS © 





m GETTING OLDER Rich countries have 
much older populations than poorer ones; 
and they are getting older still. Japan will be 
the greyest of all by 2010, when almost 22% 
of the population will be aged 65 or more, 
up from 16% in 1998. This will put a huge 
strain on the Japanese public-pension sys- 
tem. Other rich countries with generous 
pay-as-you-go pension schemes also face 
trouble. By 2010, more than one in five Ger- 
mans and Italians will be 65 years or older. 
In America, even though the shoring up of 
Social Security (the public-pension pro- 
gramme)is a hot political issue, the popula- 
tion is younger. Only 13% of Americans will 
be aged 65 or more by 2010. Developing 
countries have younger populations still. In 
Brazil, for instance, only 5% of the popula- 
tion was aged 65 or more in 1998, and that 
will rise to only 7% by 2010. 




















ECONOMY Officially at least, China’s economy is going strong:Gpp was up by 6.8%in the year | 
to the fourth quarter. Malaysia’s Gpr rose by 10.6% over the same period, and South Africa’s | 
grew by 2.1%. Colombia is in trouble: industrial production was down by 13.1% in the 12 months | 
to December. South Korean industrial output grew by 28.1% in the 12 months to January. 
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South Africa + f 3 0 

Turkey + 68,9 jan 3.5 Now - 0.4 Nov 2 Nov 

Czech Republic + 3.4 Jan 2.2 jan ~- O4 g 12.7 Now 12.4 
Hungary + 0 wm 22 oee 21 Dee 114 m 90 
Poland +104 an 147 an 12.0 an 245 de 26.4 
Russia E + 28.9 Jan 4322 Nov +159 Qi 85 de 78 


FINANCIAL MARKETS 
of stock manipulation at B.W. Resource, a gaming company. Higher oil prices hit Seoul, which 
fell by 5.9%. Financial shares led the market down in Bangkok, which fell by 4.5%. Istanbul 
jumped by nearly 30% on hopes of lower inflation. 

























ae Currency units interest rates = Stockmarkets = % changeon — 
Pers perg short-term » Mar 1st Dec 31 | 
Mar 1st yearago Mar ist % p.a. | 
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Egypt 3.42 342 550 
Greece 534 869 
Israet DoT 650 793 8746 O O 
South Africa 631 625 101 0081094 m d9 il 
Turkey 562,240 357,340 902,283 34.008 17,1993 
| Czech Republic 355 57.0 











46.2 


*Proay, because of lack of interbank market. Unflation-adjusted. #New series. §In dollar terms 











Primark Datastream, HU; Reuters; Warburg Dillon Read, LE Morgan; Hong Kang 
nes; Bank Leumi Le-grael: Standard Bank Group; Garand Bank; Deutsche Bank, 


Sources: National statisti 
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3 Russian Economie Trends 
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A new way of thinking about life sciences: 
From prevention to therapy through vaccinatio 


As one of the world’s leading life scier 
‘ 
companies, Aventis is fully committed to the development of new preventive vaccines against numerous infectious diseases wl 


still claim the lives of millions. Using our expertise in immunology, we are also developing innovative therapeutic vaccines 


will give doctors new ways to treat cancer and other chronic or life-threatening diseases such as gastric ulcers and HIV infection. 


many, ridding the world of disease is a dream. At Aventis, it is the goal we work towards every day 





Pd 





Aventis SA, Strasbourg, www.aventis.com 








Actually, the good 
news is great minds 
don't think alike. 
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With 


opinions. With our substantial global resources, we're able to bring different 
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Winning formula 


Sir—-A few points about your art- 
icle on Formula One (“The for- 
mula that drives’ Formula One”, 
February 26th), First, even the 
European Commission now un- 
derstands that n different For- 
mula One teams cannot all make 
independent television contracts 
for the same tace. Second, the 
teams get 47% of the gross Tv rev- 
enues. This is before costs that in- 
clude, for example, acquiring 
nearly 150 tonnes of expensive TV 
equipment and transporting it to 
each event together with more 
than 300 personnel. Third, the Fé- 
dération Internationale de l'Auto- 
mobile does not forbid teams 
from competing in other races, 
This is something they agree with 
each other. In any event, an offer 
was made to delete this clause, as 
well as the discount for networks 
not showing other. races, but this 
did not satisfy the commission. 

Those who claim that modem 
Formula One is boring forget that 
in the 19508 often the only ques- 
tion was which Mercedes would 
win and by how many laps. For- 
~ mula One has never been as close 
or competitive as it is today— 
hence the huge (and growing) 
world tv audience. 


Max MOSLEY 

President 

London FIA 

Fie E A A Il 
ril drink to that 


high alcohol taxes and the mo- 
nopoly held by the Systembolaget 
shops have led to low consump- 


tion of alcohol and thus better 
health than in most other Euro- 
pean countries (“Sweden bottles 
up”, February 26th). Most Swedes 
appreciate Systembolagets sense 
of social responsibility, along 
with its good service. Later this 
year we will start accepting credit 
cards; the Swedish alcohol act has 
hitherto not allowed: people to 
buy alcohol on credit: 
BJORN RYDBERG 
Information Manager 


Stockholm Systembolaget 
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Pakistan undermined 


Sir—I was surprised to see you 
endorse the view that Nawaz Sha- 
rif was removed (“Getting to 
know Pakistan’s dictator”, Febru- 
ary 19th) because he had “un- 
dermined nearly every Pakistani 
institution and was about to do 
the same to the army.” If remov- 
ing an army chief, as the prime 
minister was constitutionally and 
legally empowered to do, consti- 
tutes undermining the army, 
would-be military dictators ev- 
erywhere will be filled with cheer. 

As for institutional collapse, it 
did not begin with Mr Sharif and 
will not end with him. If any- 
thing, the blame for the shambles 
can equally easily be laid at the 
arniy’s door. None of Pakistan’s 
institutions, with the weight of 
the army’s heavy boot on their 
necks, has ever had a chance to 
enjoy anything other than 
stunted growth and development. 

You also mention Javed Jab- 
bar's plans to permit private radio 
and tv stations. You incorrectly 
describe Mr Jabbar as the chief 
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executives media adviser~he is 
actually a political adviser—and 
you fail to mention that he and 
his family are in the media busi- 
ness, and that Mr Jabbar, who is a 
veteran of interim governments 
past, has long sought a radio or tv 
station of his own. 

It is disappointing to see The 
Economist confusing possible en- 
lightened despotism, which we in 
Pakistan might not mind at all, 
with the more-of-the-same des- 
potic self-interest that we know 
all too well. 
Mardan, 
Pakistan 


SHER Att KHAN 





Fox trots ahead 


Sir~In your article on Mexico's 
forthcoming election (“Fox’s Pepsi 
challenge”, February 19th) you 
seem to conclude what the Insti- 
tutional Revolutionary Party (pri) 
would like all Mexicans to be- 
lieve—that they are invincible. In 
fact, victory by Vicente Fox is no 
longer in the realm of fiction and 
does not require all opposition 
parties to form a common front. 
A recent poll showed Mr Fox 
ahead by eight percentage points. 
Other polls show him in a dead 
heat with the pri’s Francisco La- 
bastida. Many analysts and the 
pri are in for a big surprise in 
July’s election when the aura of 
invincibility crashes down. 
ALVARO 


New York LOPEZ ZERMENO 


Nuclear Iran 


Sir—You rightly conclude that 
Iran's election should bode well 
for the eventual normalisation of 









sort to acquiring components for 
nuclear-reactor systems through 
various means from many 
sources worldwide. This process 
could result in a piecemeal as- 
semblage of potentially incom- 
patible parts of dubious reliability 
in an untested reactor of ques- 
tionable technology with no op- 
erational track record. 

The solution to Iran’s search 
for the means to nuclear deter- 
rence lies in a comprehensive re- 
gional approach based on univer- 
sal principles of non- 
proliferation, safeguards and 
international inspections. By try- 
ing to isolate Iran, America is 
making it a dumping ground for 
different models of unsafe reac- 
tors, This would subject the Mid- 
dle East to the risk of a Cherno- 
byl-type catastrophe. 

NAJMEDIN MESHKATI 


University of 
Los Angeles Southern California 
Secs aes baat ec theca tata i 
Squaring the triangle 


Sir--Dennis Woodman and Tony 
Allwright (Letters, February 12th) 
refer to Bagehot and political tri- 
angles. In fact, the hypotenuse is a 
line between two angles, so what 
is wrong with a fourth person be- 
ing the hypotenuse between two 
of the three people who are pre- 
sumably at the points of the tri- 
angle? The question then arises, 
which of the three is right and 
which two are acute (although, 
surprisingly, none is obtuse)? 

Hong Kong Kerru WATSON 


Sir—Bagehot should be congratu- 
lated for discerning the curvilt- 
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Phone +44 (0)1223 460600; Fax: +44 (0)1223 460866; i 


Email: susan@analysys.com 


t 


OFFICE OF FAIR TRADING 


Anal 


PRICEWATERHOUSE(COPERS 





Department of Trade and Industry 


EXECUTIVE SEARCH & SELECTION: 


DIRECTOR GENERAL OF FAIR TRADING 


ONION 


The Office of Fair Trading (OFT) is at the centre of enforcing 
UK competition policy and protecting consumers. The OFT is 
also changing as it takes on new responsibilities and powers 
as a result of the Competition Act, which came into force on 
Ist March, 


We now seek candidates for the role of Director General, 
which becomes vacant in the autumn, to lead the OFT through 
a period of increasing independence and accountability. 


You will have proven executive management skills and 
experience of leading a multi-disciplined team in a fast 
changing environment. You will have a strong intellect and 
analytical skills, have an open participatory approach to 
decision making, be an excellent communicator and be of 
unquestioned integrity. You should also have a thorough grasp 
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TO £170,000 


of competitive commercial markets and consumer issues and’ 
an appreciation of the nature of regulation. 


For further information; ` visit our. website 
www.pwcglobal.com/executive/uk where an information pack 
can be downloaded. Alternatively, call our 24 hour line on. 
020 7804 2500, quoting reference AH3066/E to be sent the same 
information. Closing date for receipt of applications is 3rd April 
2000. If you would like a confidential telephone discussion pri 

to applying, call Alannah Hunt on 020 7804 2399. i 


PricewaterhouseCoopers 

Executive Search & Selection 

Plumtree Court 

London EC4A 4HT 

e-mail: alannah.hunt@uk.pwcglobal.com 





EXECUTIVE FOCUS 






The Rotterdam School of Management/Facutteit Bedrijfskunde is part of Erasmus University Rotterdam, The School's overall miss 
is to be a leading international business school, acquiring, disseminating, transferring and applying knowledge, triggered by the fin 
needs of international business. In addition to the pre-experience full-time MSc programs in Business Administration, we offer a p 
experience part-time MSc program, a European (CEMS) MSc program and a PhD program in General Management. We participat 
the MBA and MBA/MBI programs of the Rotterdam School of Management/Erasmus Graduate School of Business. Together with 
Rotterdam School of Managemen’Erasmus Graduate School of Business and the Rotterdam School of Economics a full range of executive educatio 


delivered. Our research programs are mainly situated within the Erasmus Research Institute of Management (ERIM), which is officially accredited by 


` 


ity Rotterdam. The Netherlands. 


Royal Netherlands Academy of Arts and Sciences (KNAW). The ERASM Business Support Center (EBSC) and several centers of expertise serve as a v 


D 
3 cle for applied research and business support. The School is the only Dutch member of leading international networks, the Community of Europ 
> Management Schools (CEMS) and the Program of International Management (PIM), and several program consortia with other leading business scho 
z The School has approximately 4000 students and 300 faculty and staff. The School is accredited through the EQUIS Quality Label (EQUIS) of 
D European Foundation of Management Development (EF MD). The School is rapidly expanding its teaching and research programs and activities, t 
a in quantity and diversity. In September 2000, we will launch the new English language international MSc program in Business Administration , 
im the part-time Global Electronic Commerce Masters Program. New programs, including the Global Electronic Commerce Masters and new execu 
a development activities, are being launched by the School and its partners. In addition, our research school, ERIM, is growing rapidly. 
Ny In view of this expansion, we are looking for international academics in the following fields: 
fy) 


Full Professor in Information Management 


wireless technology). For information, apply to Prof. Dr. Ir. Jovan Nur 


aca f . 2000/02/01 
(v nay SVETS Te 0102/0) phone +31 10408 22 01 or e-mail J.Nunen@fbk.eur.nl 





Topics covered by this chair include information and communication 





Director of the Center for Virtual Learning / Full Professor 
(vacancy reference no. 2000/02/0 





strategy, information management, information system development, 
information infrastructures, and the organizational consequences of 
ICT in business. For information, apply to Prof. Dr. Ir. Jo van Nunen, The « hallenge for the chair is to create a new center for virt 
phone +31 10 408 22 01 or e-mail J.Nunen@fbk.eur.nl learning. Topics covered by this chair in Knowledge Management. 
Management Learning include models of management learning, m 


Full Professor in Network Services and Infrastructures d u 
modal delivery concepts of management learning, the role of ICT: 


(vacancy reference no. 2000/02/02) 





in particular internet in management learning, virtual and dista 


Topics covered by this chair are business aspects (E-business, E-markets learning, and information rich environments of management learni 
and business modularity) as well as technology aspects (computer net- For further information, apply to Prof. Dr. Paul Verhaeg 
work architectures, internet technology, multimedia tec hnology, and phone +31 10408 19 01 or e-mail P.Verhaegen@tbk.eur.nl 
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ull Professor in Organizational Behavior 
(vacancy reference no. 2000/02/04) 






Reations are invited from scholars of international reputation in any 
al science discipline relevant to the development of teaching and 






arch in organizational change, organizational learning and human 





üre Management. For information, apply to Prof. Dr. Barbara Krug, 
jhone +31 10 408 27 36 or e-mail B. Krug@tbk eurn 


ull Professor i in Cross-Cultural Management: 
(vacancy reference no. 2000/02/05) 






a@ns-are invited from scholars of international. reputation in 
mparative business environment, internationalization of 


ines, International human resource management and cross- cultural 











dies. For further information, apply to Prof. Dr. Barbara Krug, phone 
43 10408 27 36 or e-mail B.Krag@fbk.eur.ol 





ull Professor in Marketing with Specialization in 
consumer Behavior and Marketing Communication 
(vacancy reference no. 2000/02/06) 





“dis a background in the behavioral foundations of consumer 
i ough expertise of consumer information and choice proces- 
s, and the psychological meaning of products and brands. Marketing 
mi nication including integrated communication and online (Web) 
communication also belong to the domain of this chair, For further 
Prof: Dr. Ir, Berend Wierenga, phone +31 10408 19 69 


or in Marketing with Specialization in Marketing 
danagement (vacancy reference no. 2000/02/07) 






isupport. F or further information 
iphone +31 10408 19 69 or e-ma 


‘ull Professor in international Business 
(vacancy reference no. 2000/02/08) 








‘oma strategic perspective, knowledge integration across national boundaries 
ind the development and implementation of internationalization strategies. 


For further information apply to Prof. Dr. Ing. Frans van den Bosch, 
phone +31 10408 19 55 or e-mail F Bosch@fbk.eur.nl 


‘ull Professor in Corporate Finance 
(vacancy reference no. 2000/02/09} 











Topics covered by this chair include corporate finance and/or financial 
‘management with an emphasis on financial markets and risk management. 
Candidates are’expected to be expert in the field of financial instruments 
and financial markets, as well as in modern risk management techniques 
ir implementation in (international) corporations. For further 
information apply to Prof. Dr. Kees Koedijk, phone +31 10 408 27 48 or 
e-mail C.Koedijk@tbk.eur.nl 





further information, please visit www.fbk.eur.al/VACANCIES/ 
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Full Professor in Operations Management and Technology 
(vacancy reference rio, 2000/02/10) 


Topics covered by this chair include operational management aspec 
of production and service organizations (strategy. planning, control-and. 
execution), as well as technology impacts on value creation. process 
For further information: apply to Prof. Dr. René. de. Koster, 
phone +31 10408.19 92. ore-mail R. Koster@fbk.eur.nl : 


Director of the Expert Center International Business Ethics i l ' 
Full Professor (vacancy reference no. 2000/02/11) 










Candidates should be able to combine interdisciplinary academic research in 
the area of business ethics and. corporate citizenship. The position is partis” 
cularly aimed at setting up an Expert Center International Business Ethics, 
for which candidates should also be able to manage and generate sufficient 
external funding. For further information, apply to Prof. Dr. Rob van Tulder, 
phone +31 10408 19 94 or email R.Tulder@tbk.eur.ol 


The following requirements are essential for all Full Professor 
positions: 
© A PhD in one of the relevant fields © Outstanding publication record 










* An international orientation and the capacity to teach in English © Post 
graduate teaching experience + Methodological and factual expertise,.in 

















order to supervisi postgraduate research * chal int ional network 


encour 






n addition to the above Professorships, the School also has 
or Associate and Assistant Professorships in the above and other 
sciplines of Management and Business Administration. 


aformation on all vacancies can be found on our web site. 





For general information on the Rotterdam School of Management/ Faculteit 
Bedrijfskunde, please contact Drs. Carla Fluhr, phone +31 10408 28 Ole or 
e-mail C.Fluhr@fbk.eur.nl 



















Individuals interested in one of the positions are welcome to send a letter 
of application and curriculum vitae, mentioning the vacancy reference 






number, to: 
Rotterdam School of Management/Faculteit Bedrijfskunde, ; 
Erasmus University Rotterdam, Attn. Margaret Patijn MA MHR, FB-33, 
P.O. Box. 1738, 3000 DR Rotterdam, The Netherlands. 
E-mail M.Patijn@fbk.eural 










Closing date for applications: 24 March 2000 





2 afrry 


ERASMUS UNIVERSITEIT ROTTERDAM: 





International 
Consultants 


MASDAR 


OPPORTUNITIES IN AFRICA 


We have an immediate requirement for the following 
positions: 


SOUTH AFRICA: 


Natural Resources Policy Development and Strategic 
Planning Specialist 

Agricultural / Environmental Projects Restructuring 
Specialist 

Environmental Management and Policy Specialist 


The above are very senior positions requiring at least 15 
years developing country experience, at least some of 
which must be in Southern Africa. Duration 2 - 3 years 
NIGERIA: 

* Institutional Change Management Specialist 


Details of these and other job opportunities can be found on 
our website: www.masdar.com 





Economists — ‘focus son 
Utilities and 
Regulation 


Bright, innovative and young — that’s us. ECA was formed 
has a rapidly growing international réptitation working in exci 
the reform of markets and sae DEIA of competion. ‘Our fos 


Bright, innovative and who cares about your age that 
yourself the highest standards and rise to a difficult challeng: 


quantitative pee ee A “ese to 
firm isan advantage, a sense of humour 


ECA is looking for consultants. 
Rewards flexible and fully ne 

Send your CV and job. expectation: 
and others) to Ray Tomki 

email to: recruit@eca-uk.com 


Economic Consulting 
Associates. Ltd 
41 Lonsdale Road... 


London, NW6 ORA; 
Email your CV to jenny @ masdar.com ; 


Our address is MASDAR House, No. 1 Reading Road, 
Eversley, Hampshire, RG27 ORP, tel: 0118 9730750, 
fax: 0118 9730002. 


Director 


CABINET Performance and Innovation Unit 


OFFICE 


Up to £70,000 (more may be available for an exceptional candidate) London 
The Performance and Innovation Unit in Cabinet Office was launched by the Prime Minister in 1998 to provide him with a project based 
capacity to identify and address major strategic challenges and public policy problems; evaluate the performance of existing policies, 
programmes and delivery mechanisms; and promote innovative solutions that improve the effectiveness of policy, the quality of services and 
the responsiveness to users’ needs. 


Your role as Director will be to: To fulfil this demanding role, yon will have: 

* bring personal and professional skills to bear to ensure delivery + strong strategic and leadership skills, including Board level 
of high quality outputs by shaping and guiding cross- boundary experience; 
project studies; effective management abilities, including change management 
provide strategic leadership and high quality management of experience; 
around 50 staff from a variety of backgrounds; excellent analytical skills, coupled with an orientation to action; 
provide effective representation of the PIU, both its role within awareness of and sensitivity to the wider policy environment; 
Government and its project outputs, within Whitehall, in cnn é y . : 
Parlianient andoutede: strong representational and presentational skills. 

This is a 3 year fixed term appointment with the possibility of extension or conversion to a permanent appointment. Relocation expenses may 

be available. 


The post is open to EC national, members af the Commonwealth and European Economic Area members. Candidates from the Commonwealth 
must be free from any restrictions to reside and take up employment in the UK. 


For an information pack, please call Alison Cannarozzo on 0171 210 0312, or e-mail rtu@cabinet-office.x.gsi.gov.uk 


The closing date for applications is 31 March 2000. Cabinet Office is an equal opportunities employer 
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Established in 1966 and headquartered in Manila, Philippines, the overarching goal of the ADB is to reduce poverty and 
improve the quality of life of all people in the Asian and Pacific region. Our staff come from over 40 member countries of 
the ADB. We are seeking a highly-skilled professional for the position of Chief, Office of Environment and So 
Development as our current Chief will be retiring in August 2000. 


CHIEF 
OFFICE OF ENVIRONMENT AND SOCIAL DEVELOPMENT | 


Reporting to the President, the position is primarily responsible for (i) promoting environmentally and socially sustainab 
“development in the Asia-Pacific region and developing countries by ensuring the incorporation of environment, so 

dimensions, and associated processes in ADB's projects: (il) providing technical support to operational departments i 

reducing poverty .and promoting sustainable development in the region; and (ili) identifying new directions, me 

gies, and approaches that would improve the incorporation of environmental and social aspects in projects. 


The successful candidate should have (i) high academic achievement in the broader field of development studies with. 
substantial knowledge and experience in dealing with environmental and social development in the developing countries 
of Asia; (ji) be able to provide leadership in advising and in promoting ADB's corporate image; and (ii) be able to draw. 
upon a wide network of partners to exchange knowledge and mobilize financing for new environment and pove 
reduction through pro-poor growth and social development. Experience working with multilateral financing institutions 
preferred. Women are actively encouraged to apply. 


The ADB offers an internationally. competitive salary paid in US dollars. Salaries and benefits are generally free 
except for citizens of some countries, primarily the USA and the Philippines, whose incomes are taxed by their respective 
| governments. Applicants should be nationals of one of the ADB's member countries. The successful candidate will t 
- expected to commience in September 2000. For further information about the ADB, please visit www.adb.org and loo! 

for Employment Opportunities under Business Center. 


e 


http 


Send CV and cover letter by fax or mail quoting Ref. No. 00-12 by 18 March 2000 to: 


HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (63-2) 636-2660 E-mail: jobs @adb.org 
Only shortlisted candidates will be notified. 


Asian Development Bank 


THE AFRICAN, 
Rank ATION 


VACANCIES. ANNOUNCEMENT 


The African Capacity Building Foundation (ACBF) is an international organisation sponsored by the World Bank, the UNDP, the ADB and a Humber 
of Atrican and non-African countries. ACBF’s mission is to build capacity in development policy analysis and management in Africa, inc luding 
support to capacity building in the public sector, the private sector, and civil society and in interface areas of the later, 


POUR LE. ONEA TION 
DES CAPAcITES ENAPRIQUE, 


J AFi seeking seasoned African nationals to fill the following vacant positions: 


_ A) Administrative and Human Resources Officer 
“The officer is responsible for the basic administrative functions and 
“personnel management/human resources development duties. 


Credentials 

* Post graduate degree in Administration, Human Resources 
Development, Law or any other relevant field, complemented by at least 
5 years of relevant professional experience, preferably in an international 
environment, 

* Computer literacy, good oral and written communication skills. 
Excellent organizational and managerial skills. Fluency in English and a 
goad working knowledge of French. 


The Foundation offers competitive salaries and benefits. 


B) Program Officer (3 Positions) 

The program officer iseresponsible for basic functions related: tothe 
capacity building pragremimme/project cycle: She/he will contribut 
professional development in the Foundation through research and. 
publication activities. j 


Credentials nii 
A Ph.D. degree in ecantmics, public or business administration or other 
relevant social sciences from a recognized. university and related we 
experience of at least 5 years, preferably ir an internation 
environment. ; 

* Good knowledge of private sector development, civil soc 
empowerment, gender. governance, economic reform, pover 
alleviation, environmental and development cooperation issues. 
Excellent written and oral communication skills and computer literacy, 
Fluency in English and a good working knowledge of French, or V ice 
versa, 


Applications, quoting the reference number ZH/SLC/7 including curriculum vitae and at least three references should be received at the addre 
below by March 27, 2000. Only short-listed candidates will be contacted. Women are encouraged to apply. 


The Executive Secretary The African Capacity Building Foundation P.O. Box 1562 HARARE, Zimbabwe 


Fax: (263-4) 702 915 E-mail: root@acbt.co. zw 
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Antitrust/Competition Attorneys and Economists 


-Deloitte Touche Tohmatsu is one of the world’s leading professional. services firms, 

delivering world-class assurance and advisory, tax, and consulting services. More than 
90,000 people in over 130 countries serve nearly one-fifth of the world’s largest companies 
äs well as large national enterprises, public institutions, governments, and successful fast- 
growing companies. 


Deloitte Emerging Markets, the specialized development consulting arm of Deloitte Touche 
| Tohmatsu, seeks Antitrust/Competition Attorneys and Economists to work on two 
existing projects in Eastern Europe. We are also recruiting for future projects in Central/ 
“Easter Europe, the Former Soviet Union, and Asia. 


Successful candidates will have demonstrated experience in the following areas: 


Developing and implementing antitrust/competition regimes in emerging economies 
Applying standards, analytical tools, and methodologies for evaluation of mergers and 
anti-competitive practices 

Designing enforcement strategies and litigating antitrust/competition cases 
Developing and implementing regulations, guidelines, and agency internal procedures 


“Qualifications include: 


* 5+ years of experience working inan antitrust/competition regulatory agency 
* Advanced degree in economics and/or law 
+ Familiarity with US antitrust and EU competition regimes, philosophies, and procedures 


Please email resumes (as a Word or text attachment) to emergmarkets@dttus.com 
“referencing the email subject as “E-ACL" and indicating your preference for short- and/or 
-longterm assignments. ‘Multiple other senior level consulting opportunities exist and we 
invite you: to- visit. our ‘website, http:/Avww.deloitte.comv/emergingmarkets for more 
formation, EOE M/F/D/V 


© United Nations Environment Programme 


Apd bamad pad! pakoa a ARIEI 
PRORIRAMIME GEN NATNR LINS PUA ENVHIOUNEMENT + PAOKRAMA DE LAR NACIONES LINIOAS PARA Et MEDO AMBIENTE 


GLOBAL ENVIRONMENT FACILITY COORDINATION OFFICE (GEF) 


TITLE: SENIOR PROGRAMME OFFICER (P-5)* 
BUTY STATION: NAIROBI, KENYA 

VACANCY: ANNOUNCEMENT NO: NA-00-20 
DURATION: TWO YEARS (RENEWABLE) 


DEADLINE FOR APPLICATIONS: 3 APRIL 2000 


The United Nations Environment Programme (UNEP) is seeking to recruit a Senior 
Programme Officer for its Global Environment Facility Coordinating Office, located in 
Nairobi. Kenya. The GEF is a financial mechanism that provides funds. to developing countries and 
countries with economies in transition for projects and activities in the fields of Climate Change, 
Biological Diversity, ‘International Waters and Protection of the Ozone Layer, UNEP"s primary role 
fies in catalysing the development of scientific and technical analyses, advancing environmental 
management and providing guidance in global intemational environment agreements, UNEP’s GEF 
Coordinating Office provides overall managerial, administrative, technical and communivations 
“support for UNEP’s GEF work programme. 
Duties; The successful applicant will provide scientific, managerial and technical expertise related 
tothe GEF in the focal area of climate change- This will include mitigation of greenhouse gas 
(GHG) emissions due to energy use, He/she will be responsible for development and management 
of UNEP/GEF portfolio in the Climate Change focal area 
‘Qualifications: Advanced university degree, preferably Ph.D, in natural or physical sciences. In 
‘particular, specialization in issues like energy, air pollution, atmospheric phy and chemistry 
‘climate change and ozone depiction is desirable. Thirteen to fifteen years of relevant professional 
working experience from acknowledged organizations, institutions or companies experience in an 
international organization an asset- Fluency in English required, working knowledge of other 
| United Nations languages an asset. 
‘An internationally competitive salary and benefits at standard UN rates will. be offered. 
Applications: Applicants are requested to.send a detailed C.V. including date of birth, nationality 
educational qualifications, summary of professional skills, relevant work experience and languages 
apoken or to complete a United Nations Personal History Form (P- 11), available at UN Offices, 
‘The applications may be sent or faxed before 3 April 2060 to the Chief, Recruitment Section, 
‘| -Human Resource Management Serviced, United Nations Office at Nairobi (UNON). P.O. Box 
(67578, Nairobi, Kenya. Fax: (254-2) 5242.1 2/624 | 34/622615/622624, 


IN ALL CORRESPONDENCE OR INQUIRIES PLEASE QUOTE 
VACANCY ANNOUNCEMENT NO. NA-00-20 


PERSONNEL 
DECISIONS 


PRPERNATOONAL 


Personnel Decisions International (PDI) is a leading global consultaricy specialising in 
Human Resources and Executive /Management. Development. Utilising aur strong 
foundation in organisational psychology, we help organisationssdefing, measure. and 
develop the capabilities their people need for success. Our highly professional consulting 
teams provide innovative human capital consulting solutions in global companies, 


Our rapidly growing firm has offices around the world and we are expanding: strongly 

To strengthen our operations in the Bendluy’ area, France, Germany, 
Scandinavia, Switzerland, the United Kingdom and Eastern Europe, wè are interested in 
hearing from Consultants and Account Managers with strong experience in Human 
Resources and/or Organisation Development as well as business knowledge: for the 
positions described below. 


Senior Consultants and Consultants, To quality for consideration you will Have’ an 
advanced university degree in Organisational Psychology or a related field, An MBA 
is an asset. You will have a consulting background that includes 5:10 years 
experience in managing, clients and projects and developing business: You w: ill also 
have excellent written and oral communications skills, as well as strong motivation 
and initiative. 


Regional Account Managers, Yo quality for consideration in this role you will have 
a bachelor’s deg and 5-10 years experience of consultative selling in HR and 
Management services. You will have in-depth knowledge of a specifie market. Your 
strong ability to be articulate and your high energy level have helped you gain 
access to senior management levels. Additionally, you have excellent 
communication skills and have worked effectively in a team, 


Accountants and Business Specialists. For consideration of this position you need 
to be a qualified accountant who can bring local knowledge and severi 
experience of working in a small volume, high value service company en 

where you have had complete responsibility in the financial area, Posts are currently 
available in Brussels and London. 


For all these positions, fluency in English is a must and one or more other European 
language is highly desirable. Travel is expected for consultant and account manager 
positions. Please specify the position and locations for which you wish to apply. 

Interested applicants are welcome to submit a curriculum vitae electronically: to 


applications@pdi-corp.com, or mail them to Tamara Peters, Managing Director, Personnel 
Decisions International Gulledelle 96, 1200 Brussels, Belgian, 


For further information about our company please visit our website at hrtp:/www.pdi- 
COrp. cont, 





THE INSTITUTE OF INTERNATIONAL FINANCE, 
INC., WASHINGTON, DC 


The Institute of International Finance is the global. association of 
financial institutions. Its 303 members comprise commercial banks, 
investment banks, export credit agencies, mutual funds, insurance 
companies, and other firms active in emerging capital markets, The 
institute conducts analyses of economic and financial developments, 
policies, and prospects in 50 emerging market economies, It presently 
seeks an experienced economist to work on Africa/Middle East 
countries. 


Successful candidates will be familiar with monetary theory, 
international trade and finance, and open economy macroeconomics. 
They will have gained experience either in a private organization such 
as a commercial or investment bank or asset management company, or 
in a public body such as an international financial institution, central 
bank or finance ministry, Knowledge of developing countries and 
emerging markets finance would be an advantage, as well as Arabic 
language skills. A graduate degree in economics, computer literacy, 
ability to write clearly in English, and willingness to travel are essential. 


The Institute is located in Washington, DC, and non-US citizens must 
be permanent residents or eligible for H-1B visa status. Remuneration 
is competitive. 


Apply with curriculum vitae and writing samples to: Reger N. Eddy, 
Executive Administrator of International Finance, inc, 2000 
Pennsylvania Avenue, NW, Suite 8500, Washington, DC 20006-1812, 
USA, Applications must be received by March 31, 2000 for consideration. 


For more information on the HF please refer to our 
website at.www.iif.com 
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EXECUTIVE FOCUS 
INTERNATIONAL SEABED AUTHORITY 






WEBMASTER P-3 





CHIEF, OFFICE F 2 INISTRATION & MANAGEMENT P-5 

















Under the supervision of the Information Technology Manager, ‘the ine 

various activities, which incluce, but that are not limited to the following: 

a) Maintenance and Administration of the ISA web sites (nternet Intaneti. Provide vechinieal advice 
for the effective disseminadtiin of information. He/she will serve as a liaison with technical staff, 

b) Desktop publishing. Desigr and publishing of Legal, Scientific and Technical documents related to 
the seabed, proceedings from workshops and conferences documems ; 

c) Graphics design, The incumbent will be in charge of all the graphics design. of the Authority, 

d) Development of archives an electronic media, 

g) Development of guidelines and procedure manuals of the IT anit. 

f) Training of ISA personnel, 


The incumbent is also expected to perform other duties as assigned. 





responsible: for planning, coordinating, directing and integrating 
the ‘work of: ‘the sul inate Supervisors who operate the Organization's budget, internal 
oversight and finance Aivities, the recruitment and administration of staff and 
consultants, the. acquisition ‘of goods and services, building management, security, travel 
and transportation, communications, office automation and library services. 












































He/she will also be required to deal with interrelationships and interactions within the 
financial, personal and general administrative structure and to ensure that the 
Organization’s business conforms to regulations, 


“QUALIFICATIONS: 











An advanced university degree in business administration or equivalent professional 
qualification/certification, minimum of 15 years of professional, general administrative, 

financial and budgetary experience, of which at least 5 years must have been at the 
international level. 



















A Masters degree in Compute Science or related discipline with a minimum, of 8 years experience 
graphie design and publishing in a scientific or technical environment, with emphasis on ni 
resources, using modem information technology, Atleast two years in Web design and Admini 
with emphasis on Internet Mapping. Experience in Microsoft NT BackOffice environment, a RDB 
and a GIS, i 




















Excellent knowledge of English with a working knowledge of Spanish or French. 
` The annual net (tax-free) salary starts from US$68,800 (single) and US$73,900 (with 


dependents} plus fringe benefits package including home leave, education grant, pension 
fund, health plan etc, 






Experience on international organizations would be an advantage, 













Fluency in English, both written and spoken. Working knowledge of French or Spanish, ` 











The annual net (tax-free) salary starts from US$42,730 without dependents, Ussas 


dependents plus fringe benefits package including home leave, education grant, pensioni font, 
plan ete. 








|. External applicants are requested to send a detailed curriculum vitae including date of 
birth, nationality, educational qualifications, a summary of skills or expertise, a 
: Summary of relevant work experience and languages spoken, Applications should be 
o; International Seabed Authority, Office of Administration and Management, 14- 
20 Port Royal Street, Kingston, Jamaica. Fax No: (876) 9220195, 

















External applicants are requested to send a detailed curriculum vitae including, 
nationality, educational qualifications, a summary of skills of expertise, a summary of. 
experience and languages. spoken, Applications should be sent to: International Seabed 
Office of Administration and Management, 14-20 Port Royal Street, Kingston: Jamaica. F: 

9220195, i 










MARINE BIOLOGIST (P-4) 


The Incumbent will be responsible for: The incumbent will be responsible for: 
* Controlling and monitoring the financial performance of the Organization's programmes or . Assisting the organs and subsidiary bodies of the Authority: 
projects; f in obtaining the views af recognized experts on the protection of the marine environment fro 
%, Exercising allotment or expenditure control; activities in the Area fir the. formation of that part of the mining ew de in particular, exploration; 
T RRA ; x * in determining, in cooperation with organizations active in environmental impact of activities it: 
* Preparing, reviewing and consolidating budget proposals; the Area: 
- M-cMonitoring and assessing administrative transactions applying auditing principles and techniques; * to adopt rules, regubitions and procedures. for the protection and preservation of the mating 
+: Preparing internal reports and recommendations; environment during exploration, taking into acconnt all relevant factors including assessment of 
°* Formulating budget or financial plans, provide management with forecasts and histories of the environmental implications of exploration activities, and those relating to ‘the Submission `i 
performance, and consulting with managers on current and fiture funding activities; required of applicants for'approval of plans of work for exploration, 
* Providing management with information on the financial aspects of programmes to facilitate * nthe establishmont and implementation of a monitoring programme to cbuerve, measure, oval 
X WaN À iiad : n and analyze by scientifiz methods, the risk or effect of pollution of the marine énvironment 
management decision-making; resulting from activities in the Area: 

* Preparing allotment advices and monitoring implementation of the budget, recommending * to continue the functions of the Preparatory Commission in celation to its decision oh n the 
féprogramming and conducting necessary consultations; implementation of Resolimion TL as follows: 

* Blaborating or formulating financial reports and administrative transactions, with particular K Periodic reports: follow-up on reporting by certified States on their-activities in the Area, 
attention to apparent anomalies or unusual trends: developing and implementing systems to A His ision of data: follow-up on the provisions of data by registered pioneer investors, and : 
facilitate this analysis: ` elinguishment of areas: Follow-up in the rolinguishment arcas and assist the Sysem Analy 
facti 2 A yas n ARRE , various tasks relating to the establishment of the System of databases: 

* Initiating action for correction of situations where anomalies occur, Analyzing and preparing reports on the results of research relating +o the: environmental impae 

* Preparing reports and relevant observations or recommendations for the Organization's activities during exploration 
xHanagement; * Preparing substantive repons and other documents to facilitate the decision maling by the ‘org 

4. Preparing replies to external audit observations. and subsidiary bodies of the Authority, 

Assisting in the organizing of conferences expert group meetings, seminars and workshop on ipi 

T x m of interest to the Authority. 


, i ; QUALIFICATIONS: 
A university degree. in Business Administration; minimum of 5 years of professional experience at the 
national level and over 2 years at the international level in the field of budgeting and auditing: An advanced university degree in Marine Biology, minimum of 5 to 7 years of relevant professi 


BUDGET & INTERNAL OVERSIGHT OFFICER P-4 
































* 





computer literacy is essential. experience al the national level and 2 to 3 years at the international level: computer literacy is essential, 
LANGUAGES: $ 
LANGUAGES: 
Exceltem knowledge of either English or French with a working knowledge of the other: 
Excellent knowledge of English with a working knowledge of Spanish or French. ce Ta 
REMUNERATION: 
REMUNERATION: The annual net (tax-free) salary starts from USS%52,500 (single) and USSS6,350 wiih dependents) oe 





The annual net (tax-free) salary starts from US$52,500 (single) and US$56,350 (with dependents) plus fringe benofits package including home leave, education grant, pension find health plan ete. 


fringe benefits package including home leave, education grant, pension fund, health plan etc. 








External applicants are requested to send a detailed curriculum vitae inchiding date of birth, nationality, 
educational qualifications, a summary of skills or expertise, a summaryof relevant wotk experience ‘and 
languages spoken Applications should be sent to: International Seabed Authority, Office oi 
Administration and Management, 14-20 Port Royal Street, Kingston, Jamaica. Fax No: (876) 
9220195.. 7 









External applicants are requested to send a detailed curriculum vitae including date of birth, 
nationality, educational qualifications, a summary of skills or expertise, a summary of relevant work 
experience and languages spoken. 
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Chief Executive 
Council of European Professional Informatics Societies 


Frankfurt 


The Council of European Professional Informatics Societies (CEPIS) is seeking 
to recruit a highly qualified Chief Executive. Thirty national informatics 
societies, from 25 countries, are members of CEPIS. Individual membership is 
in excess of 150,000. 


The position of Chief Executive is very challenging and offers opportunities to 
play a key role in the development of a strong European IT profession, which 
is fundamental to the Information Society. 


The job is pan-European in nature and involves forming close relationships 

with national members of CEPIS and with international organisations. It is 

important that CEPIS strategies and plans deliver clear benefits at a. national 
devel. The position has a commercial focus and the individual appointed will be 

expected to generate revenues to fund future growth. The individual will be 

employed by VDE (Verband Der Elektrotechnik Electronik 
| Informationstechnik) on behalf of CEPIS, in Frankfurt. 


“Skills Required 
“The individual appointed to the position is likely to have the following skills, 
“He/she will: 

© Have a thorough understanding of the IT profession and. is likely to have 
worked as an FT professional. 
Have been a project manager and implemented IT or similar systems. 
Have experience of business development and working towards targets. The 
individual will be a “self starter” and will not require close management. 
Have held financial and management responsibility. : 
Be an excellent verbal and written communicator in English and at least one 
other European language. 
Be a good team player, recognising the different cultures across Europe. 
He/she will have excellent interpersonal skills. 


The initial salary is e. 70,000+ euros. 


Please send applications to: CEPIS, 7 Mansfield Mews, London WLM 9FJ by 
| Friday 31st March. Telephone /FAX +44 207 637 5607. Or EMail applications 
to secretary@cepis.org Further information on: http: ///www.cepis.org 


ee of th 
High Representative 


SENIOR SPOKESPERSON FOR THE 
HIGH REPRESENTATIVE 
Public Affairs Department 


“Location; OHR Sarajevo 
Grade: International 
A vacancy currently exists in the Public Affairs Department for a suitably qualified and 
experienced Senior Spokesperson, 


GENERAL RESPONSIBILITIES, 

The successful candidate will lead and manage the Press Offices at OHR Sarajevo and all OHR 

Regional Offices. A crucial aspect of this job is the development, maintenance and management 

of relations with international and local media. The Senior Spokesperson will continue to develop 
» the communication strategy in support of the Dayton. Peace Agreement, and devisé and manage 

relevant Public Information Campaigns in support of the peace implementation process. 


“The Senior Spokesperson will also manage and coordinate the monitoring of local and 
international media to focus the overall Public Affairs Department effort, and provide political 
intelligence for the High Representative. Other duties include speech writing for the High 
Representative and management of the Public Affairs Department budget. 


‘QUALIFICATIONS: 
Minimum of 5 years senior PA or journalistic experience; 
Proven ability to motivate and lead a team of over 20 professional staff: 
First class knowledge of the regional political situation anda firm grasp of international politics: 
Experience of working in the international community a distinct advantage; 
Thorough understanding of the Dayton Peace process; 
Fluency in verbal and written English essential; 
Knowledge of local languages an advantage. 


Any personnel with the above qualifications should provide (in English) a CV with a one page 
cover letter and references to the following: 


` Head of Human Resources (address below) OHR Barajevo Please quote Reference. No. 405/00 
Closing date for applications: 27th March 2000. Ne telephone enquiries please. 


OBR Human Resources Department, Emerika Bluma, 1 71000 Sarajevo 
‘Yel:+387 71 447 275 Fax: +387 71 447-420 application @ohrint 


POSITION ANNOUNCEMENT 


PROGRAM MANAGER 


The MoKaight Posadation 
Collaborative Crop Research Program 


‘The McKnight Fondation. ir private philanthropic on Jot in Minnesota, established the Caliahorative Crop 
search Program in 1993 46 support reseureh sted to improving food y nan nutit is the 
oping countries of Axia, Afric a Thep S ESER kihe 
sf studies with agricakural i en Os ot ped countries, 
Through these collaborations, the Foundation in fership in selected 
developing countries and strengthening their ayriguitora research capacity 


PURPOSE OF POSITION 


‘The person in this position will provide hands-ot management lor a global portfolio of research and training projects 
rebated to food security in developing countries, He or she will report to the chair of the progrien Oversight Commitee, 
comprised of leuding agricultural scientists, 


PRINCIPAL DUTIES AND RESPONSHULE 


* Facilitate productive working relationships among project partners, including the seghtistion af workplans and 
budgets. 
y excellence in the progetn, 
ips” scientific progress und developing their evaluation sus 
Gas partnerships, 
ive. substantive, and productive rfationshifs sonang parmerships, the oversight comeiued, and the 


Conduct annual site viskis 10 atl preji 
Menor relationships within progr 
Assist in preparation of oversigt committer 


QUALIFICATIONS AND EXPERIENCE 
Extensive intern: filter ental experience consistant with pr amen, inhaling 
programmatic, Iein: x, I maag M eAperience in 
Willingness and ability to engage in extensive intermuional tavel i developing vount 
Broval interdisciplinaey know 
Fhiency in written and spoken 
Goal orientation: committed te S 
Ability 10 work with peeph is andl in many culiares, 
Ability to troubleshoot and solve a variety of prabkims, 


mnuftitingical Cuency desiti. 


APPLICATION PROCESS, 


CEVO 
o The MoKaight Foundatioi Coltshocative Crop Research Program, University af Wisconsin, ORO Russett 
fos, 1040) Linden Drive, Madison, WI 53706 LISA, Review af applications will hegity May 15, 2000, 
EEO/AA Compliant 


EXCITING AND CHALLENGING OPPORTUNITIES TO WORK IN A 
PREMIER REGIONAL ENTERPRISE SUPPORT PROGRAMME. 
ENTERPRISE AFRICA- RAF/96/014 


Enterprise Africa (EA), a UNDP regional programme devoted to supporting growth-oriented 
entrepreneurs in the small and medium enterprise (SME) Sector in Africa, invites qualified 
candidates for the posts of INFORMATION TECHONOLOGY SPECIALIST to be based at 
the EA Regional Office in Accra, Ghana. 





The responsibilities will include the following: 

$ To manage the EA Resource/Network Centre which will be a regional hub for 
information exchange, business linkages and electronic transactions, linking the E 
Regional Office to all the national programmes operating under the umbrella of the EA 
Regional Programme. 
To liaise with and assist national programmes to establish and maintain 
interconnectivity with the EA Resource/Network Centre. 
To build the capacity of national programmes to provide IT support for their client 
companies. 
To supervise and coordinate a new E-Commerce initiative for African SMEs. 
To establish and maintain an effective system for tracking the operational performance 
of the national programmes as well as their impact on beneficiaries, 
To manage the Management information System of the BA Regional Office. 
To collate and analyze information from various sources as input in EA publications and 
promotional materials. 


Qualifications: A post-graduate degree in computer science or related field. At least ten (105 
years of postqualification experience in an ITsdriven work environment, Sound knowledge and 
practical experience in the management of complex databases and various forms of electronic 
interconnectivity. Ability to coordinate and manage a wide range of activities in the field of 
information management. Experience in dealing with international donor institutions with respect 
to project-related activities. Proficiency in the English and French languages jsa basic 
requirement. 


The position is for one-year renewable contract, starting May 1, 2000. Interested candidates 
invited to submit a cover letter and curriculum vitae by April 7, at the following address: 
Division for Africa j 

United Nations Office for Project Services U N OPS 
Ref: RAF/96/014-EA -Specialist 

Chrysler Building, 405 Lexington Avenue 

New York, NY 10174, USA. 


Only. short-listed candidates will be contacted. 
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EXECUTIVE FOCUS 


Opportunity for a Consultant with 
Economics Experience 


Based Central London £ Attractive 


The Henley Centre, part of the WPP Group, is a consumer consultancy, Our 
work involves the development of consumer insight and its application to our 
clients’ businesses, Consultancy projects span a number of areas including 
identifying market opportunities; channel strategy, consumer loyalty and 
relationships with brands; and evaluating return or. market investment. 


The Henley Centre is seeking a consultant who will not only work on client 
projects but will also contribute to The Henley. Centre's UK Economic 
Forecasts and our flagship Planning for Consumer Change service. 

The successful candidate will be required to help develop. forecasts for the UK 
economy. This will include an interpretation of the implications of economic 
change for consumers and spending patterns through your contribution to The 
Henley Centre's knowledge base. In addition, you will play.a key role on client 
projects where you will get the opportunity to use. your quantitative skills to 
analyse market opportunities for clients. You will also be expected to apply your 
general grasp of consumer and business issues to identify chent opportunities. 
To quality for this exceptional opportunity you will have 3-4 years relevant 
experience probably gained in a consultancy or in a planning or marketing role. 
You will have a good understanding of the UK economy, strong analytical skills 
and ideally you will be familiar with statistical modelling techniques, such as 
regression analysis. You should also possess excellent written and oral 
communication skills, be a good team player and be used to working to tight 
deadlines. A keen interest in consumer trends and economic developments will 
be very important. You should hold a good honours degree, which preferably 
includes an economics component. 

In return you can expect an attractive salary and benefits package in addition to 
working in a stimulating and intellectually challenging environment, 


‘To apply for this position please send your CV to Leonie Mark, 
The Henley Centre, 9 Bridewell Place, London ECAV SAY; 
E-mail: Imark @henleycentre.com. Facsimile; 01713532809, 


Leeds University Business School 


DEAN 


The University is seeking to appoint the Dean of Leeds University 
Business School consequent to the elevation. of the incumbent Dean to 
the Peerage as Lord Woolmer of Leeds, 

The Business School, which is rapidly expanding and especially 
ambitious, provides leading edge research and teaching across the 
full range of Management and Business disciplines. LUBS is pursuing 
a strategy of focused excellence in research so as to provide work 
of truly international calibre whilst delivering top quality, innovative 
and contemporary teaching at all levels. The School recently moved 
into new international: quality accommodation adjacent to the main 
University campus, 

Applicants must enjoy a strong academic reputation in a Business 
related discipline.and be able to demonstrate skills and experience in 
senior management with particular regard to leadership, vision and 
“strategic planning and development. 

Interested individuals may obtain full written particulars (including how 
to apply) from the University’s appointed Consultants, Saxton Bampfylde 
Hever pic, by telephoning +44 (0)20 8466 4126 (24 hours) not later 
than Friday 24 March 2000 quoting reference GZHA/E 

The closing date for applications will be Friday 31 March 2000. 


The University of Leeds is an Equal Opportunities employer. 


SARC) 


ADVERTISED RECRUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLOE KEVER BAG 





THE ECONOMIST MARCH HTH 2000 


THE WORLD HEALTH 
ORGANIZATION 


ADMINISTRATION | 


RESPONSIBIEITIES: 


planning, Manitoring and eestor. 
services in the kee Reger 


Administra tion, Supplies and Confer 
Finance, Administration and: Health Doe 
Services; 


Advisory responsibility for legal matters, managerial 
and organizational development issues in EURO, 


QUALIFICATIONS: 


. Graduation from a university of recognized standing | 
with specialized training in public or business 
administration, economics, law or other fields related to. 
management: 


Ability to promote human relations in an international 
environment, 


Excellent skills in modern management methods; 
Sense of leadership and responsibility; . 
Computer literacy; 


Extensive experience in Senior, progressively responsible 


positions in the management of a large public or privat 
organization; ; 


Working experience in, and/or a detailed knowledge of 
the UN system or equivalent; 


Significant international experience across arange of 
disciplines; 

Excellent knowledge of English with good working 
knowledge of either French, German or Russian; 


Applications from women are encouraged. 


Salary, including cost of living allowance, will be in the 
range of USD66,615 to USD72,068, net of tax, dependent 
upon status, together with an attractive package of other 
international allowances and benefits. 


Applicants are requested to submit a Personal History Form, 
which is available on the Web site at: 

http:/ / www.who.int/per/ vacancies, or a detailed 
curriculum vitae. 

The application/CV should reach the following office by 24 24 
March 2000, quoting reference “VN No. P/EU i 00/2”. ; 


Human Resources Services, World Health Organization, : 
CH-1211 Geneva 27, Switzerland 
(WHO Facsimile No. + 41 22 791 48 17). 


Only candidates under serious consideration will be 
contacted for interview and test. 


WHO has a smoke-free environment. 
















Proman is a leading international consulting firm based in Luxembourg. 








To fill a vacant long-term position in an ongoing EC funded integrated rural 
development project in the Philippines (1997-2004), implemented in 
consortium with Terra Consulting (Finland); we are urgently seeking a 








Senior Finance and Administration Specialist - MIS/M&E 

















The successful candidate will be an EU national and senior specialist in 
project administration or Monitoring and Evaluation, with appropriate 
qualifications in agricultural economics, business management or public 
administration, He/she will have at least 10 years of experience in 
developing countries, particularly in the design and management of 
monitoring and evaluation and Management Information Systems for 
integrated rural development projects. Project management and/or 
financial management experience are also required. Experience in the 
region and with EC funded programmes and projects are key assets, 
Applications should be forwarded latest by 31 March 2000 together with 
your most recent curriculum vitae preferably by E-mail to: 
office@proman.lu or by facsimile to +352.25.46.81. 




















To support the growing expansion of our business we are in addition 
currently seeking specialists in the following fields: 

Education, Human Resources Development, Training 

Enterprise development 

Monitoring and Evaluation 
Candidates should be EU nationals and have more than 8 years 
experience, preferably in EC funded projects and programmes, (MEDA, 
PHARE, TACIS, OBNOVA). Please send a detailed CV by E-mail to: 
cv@proman.lu or write to; PROMAN, 30 rue Marie-Adelaide; L-2128 
Luxembourg (att. Torn Bultereys, Managing Director) 















Newspaper 
Sales Manager 


Frankfurt, Germany 


The Economist is one of the world’s leading international newspapers, 
specialising in business/finance, current affairs and new technologies. 
Founded in 1843 it has a strong reputation for its independence of ideas 
and defence of free trade. 











Reporting to the European Circulation Director and working closely with the 
sales, distribution and marketing teams, you will be responsible for 
developing sales and promoting the Newspaper in Germany and central 
Europe, dealing with both direct clients and press distributors. 

You will need a minimum of 2 years’ sales experience preferably in the 
newsstand sector, and to be fluent in both German and English. Your 
experience and skills must include written presentations, telesales and face- 
to-face presenting at all levels. 


Piease apply in writing with a concise résumé, including current salary 
details and quoting ref. ENL/CCFEF, to Adam Ellis, The Economist Group, 
Recruitment Office, 15 Regent Street, London SWLY 4LR, United Kingdom. 
Email: adamellis@econormist.com Fax: 44 (0)20 7839 2338. 


The | 
Economist 


THE ECONOMIST GROUP 





Deputy Director, 
Information Systems Department 


Geneva, Switzerland 


The International Federation of Red Cross and Red Crescent Societies 
is a humanitarian organisation working to improve the lives of vulnerable 
people in more than 176 countries. Its main activities are disaster relief 
and preparedness, health programmes and promoting humanitarian values. 
It also encourages co-operation between. member societies. 


In view of a number of major projects underway, the International 
Federation is seeking to fill the above post. You will be expected to 
play a pivotal role in the development and implementation of the ’ 
organisation's future information systems strategy. In collaboration 
with the Director and the five ISD Heads of Service, you will be the 
focus for planning and monitoring the ongoing budget for the 
department and may be required to co-ordinate and/or manage 
special information systems projects. 

To succeed in this position you will need a degree in computer science 
or information systems (or equivalent. experience). Additional advanced. 
training/education in collateral areas (eg strategic planning, financial 
management systems, telecomms management) would be an asset. 

We also require at least eight years’ appropriate experience, preferably 
in an international setting. 

You should send your curriculum vitae quoting vacancy number: 
DepdirlSD00 no later than 31st March to Officer, Recruitment & Human 
Resources Planning, International Federation of Red Cross and Red 
Crescent Societies, PO Box 372, CH-1211 Geneva 19, Fax: 00 41 22 730 
4958, Email address: vacancies@ifrc.org or visit our web site at 
www.ifre.org 


The International Federation seeks to be an equal opportunity employer. 


International Federation of Red Cross 
and Red Crescent Societies 



















‘A 


INSTITUTE FOR 
OEMOERACY AND 
RLES TOR ALL 
ASSiGTAHG E 


ann | 
i 
i 


The International Institute for Democracy and Electoral 
Assistance promotes and advances sustainable democracy 
and strives to improve and consolidate electoral practices 
world wide. International IDEA is an intergovernmental 
organisation founded in 1995 with 19 member states and 
5 international NGOs as associate members. Independent 
of specific national interests, we provide a forum for 
interaction and experience-sharing among a wide variety 
of global actors involved in democracy promotion. 
International IDEA is based in Stockholm, Sweden and 
currently employs 60 staff from 30 countries. 

Applications are now sought for the following positions: 


1 Executive Officer 
1 Librarian 


Our web site: http:/www.idea.int offers the full job 
details. 

Copies of Vacancy Notices may be obtained from Ms 
Cleve 

Telephone +46 8 698 37 00, Fax +46 8 20 24 22 


Deadline 31 March 2000 
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FEDERAL REPUBLIC OF NIGERIA 
YEAR 2000 LICENSING ROUND 


The Federal Government of Nigeria is pleased to announce the availability of 
concessions for the Year 2000 Licensing Round. 
ONSHORE AND OFFSHORE NIGER DELTA 


Port 
Hroni 


Tenders are invited by the Federal Government of Nigeria for the allocation of open acreage in 


Nigerian Sedimentary Basins commencing 1st of March 2000. Applications will be received from 
the 16th of June to the 30th of June 2000 at 5.00 pm. 


Acreage is available in the following areas as shown above: 

- Niger Delta Onshore 4 Blocks: OPL'S 135, 236, 304 & 452 

- Niger Delta Continental Shelf 7 Blocks: OPL'S 233, 227, 229, 239, 240, 241 & 467 

- Niger Delta Deep/ Ultra Deep Offshore 11 Blocks: OPL'S 214, 242, 243, 244, 249, 250, 318 
320, 322, 324 & 326 

Details on how to apply. basic data . fiscal and general contractual terms can be obtained from: 

the Department of Petroleum Resources at: 

No. 7 Kofo Abayomi Street, or No. 49 Hella Sellasie St., 

Victoria Island, Asokoro District, 

Lagos, Nigeria. Abuja, Nigeria. 

This information can also be obtained at Nigerian Embassies in London, Paris and Washington 

from the Ist to the 21st of March 2000. 

Information can also be obtained at www.nigeria-licenseround.com 








You have a huge portfolio in markets 
around the globe. 

And when you need to move in a hurry, 
you want a world of buyers and sellers ready 
to trade — now. 

You want Instinet. 

One broker who gives you access to 
some of the deepest pools of liquidity in 
over 40 markets — trading electronically 
with thousands of institutions as well as 
through 17 exchanges worldwide. 


One broker who has the technology to 
handle even the largest, most complex cross- 
border orders — and handle the follow-up 
automatically. 

One broker who's neutral. 

Who doesn’t trade against you or reveal 
your strategy — so that the best price can 
be yours. 

For complete information, call our inter- 
national freephone number +800 INSTINET 
(+800 4678 4638) or visit www.instinet.com 


As an agency broker Instinet does not come between its clients and the best price We do not commit capital, make markets or make profits on 
spreads. ©1999 Instinct Corporation, all rights reserved. INSTINET and the INSTINET marque are registered service marks and “Instinct” is the mar 
keting name for Instinct Corporation, member NASD, and Instinet UK. Limited. regutated in the tK by the SPA 


E Instinet 


A REUTERS Company 


Nothing comes between you 
and the best price.” 
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New America, same old poli 


ND then there were two. Super Tuesday 
“Mkhas left America with a choice between 
_ Al-Gore and George Bush. In the end, Mr Gore 
~-won the Democratic nomination easily, see- 
_ ing off Bill Bradley, a well-funded but slightly 
worthy former senator. In contrast, Mr Bush, 
“who only a few months ago was coasting to- 
< wards the Republican nomination, has been 
_ put through the wringer by John McCain. The 
Republican. battle ended in bitterness, re- 
crimination and a good deal of electoral 
_ slime, most of it thrown by Mr Bush. 
_ Mr Bush is the more bloodied and mud- 
“died of the two. But neither he nor Mr Gore, 
each of whom started the race as a moderate 
_ with some reputation for personal decency, has emerged 
< with dignity. Mr Gore twisted Mr Bradley's record on health 
care just as maliciously as Mr Bush twisted Mr McCain’s on 
breast-cancer research. Both men also veered to the extremes. 
Mr Gore’s pandering to unions on “fair trade” was less offen- 
sive than Mr Bush’s decision to speak at an anti-Catholic uni- 
versity, but may be harder to recant. 

Some claim that such posturing is a necessary evil; once in 
office, either man would be more pragmatic. That leap of faith 
may turn out to be justified (though Mr Gore’s extraordinary 

book on the environment represents a huge and troubling 
question-mark). On the basis of the nominees’ conduct so far 
on the campaign trail, only two things can clearly be ad- 
vanced in their favour. The first is that both men—each a 
scion of a political dynasty—have shown that they really 
want to be president. The second is that they are good repre- 
sentatives of their respective parties. 

Mr Gore’s loyalty has been unswerving. If there is any 
point of Democratic orthodoxy that the vice-president has 

sought to overturn, his protest has been inaudible to the hu- 
man ear. Mr Bush once seemed a reformer. A self-proclaimed 
“compassionate conservative”, he trumpeted education re- 
-form, reached out to minorities and scolded the Republicans 
in Congress for trying to balance the budget on the backs of 
the poor. The primary campaign has seen him scamper back 
to the hinterland of his party. Like Mr Gore, he has won the 
nomination by showing that he is a regular party animal. 

And that, for the United States, is where the problem lies. 
This has always been a restless place—a “permanently unfin- 
ished country”. But right now the changes seem particularly 

“great. Put aside the argument about how much technology 
and globalisation are changing economics; they are certainly 
changing business, and beginning to change society. Who 
would have guessed even a year ago that America Online, a 
company only 15 years old, would be able to take over the 
country’s biggest entertainment empire, Time Warner? 

The country is also undergoing its greatest demographic 
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change for a century. In 
three Americans will 
In an age when human 
these “new Americans” (w 
our sutvey, after page 
try’s future. 
Neither the Dem 
cans have come to terms 
Indeed, there is a worrying corr ë- 
tween the places where the New America is 
being forged (be it Silicon Valley or the bar: 
rios of Los Angeles) and a high level of apa 
thy about conventional party politics. Both 
parties are beholden to special interests, from 
the fundamentalist Christian right to the pub- 
lic-sector unions, that seem to come from pre-history. : 
In Silicon Valley, people are already talking about party — 
politics going the same way as the dinosaurs: Jefferson's yeo 
man farmer will be reborn, this time with a laptop, ready to 
vote in instant electronic plebiscites. That seems a little far off. 
Politics tends to lag behind commerce. Still, parties need t 
adapt—just as they did, somewhat belatedly, to the industria 
revolution. The gains from adapting first could be enormous. 
The Republican coalition put together by William McKinley - 
in 1896, anchored on what was then the new economy, | 
helped keep the party in power for most of the next 30 years. 








Talk to the independents 


Mr Gore, Palm Pilot on belt, now brags about the Internet, the 
Spanish-speaking Mr Bush about his record with Latinos. But 
both are hamstrung by their parties and by their financiers, 
Mr Gore's talk of education reform is severely limited by the 
Democrats’ huge reliance on the Neanderthal teachers’ un- 
ions. Mr Bush’s chances of depicting the Republicans as a _ 
more inclusive party are mocked by the tous in his back . 
pocket to “the agents of intolerance” on the religious right. The 
new ideas in the campaign have come from the outsiders, Mr 
Bradley and especially Mr McCain. 

Across the country, Mr McCain galvanised people into 
politics; in California, Republican Party registration climbed 
for the first time in a decade. It is still unclear why the oldest 
man running for president was the one who most clearly un- 
derstood the future. But one hint is surely the priority he gave 
to reforming America’s corrupt campaign-finance system, the 
epicentre of “same old politics”. This is an issue that neithe 
Mr Gore nor Mr Bush can approach with a clear conscience: - 

It is the McCain voters—-independents, Democrats who 
have no truck with big government, Republicans who abhor 
their party’s moral posturing—who are now crucial to the re- 
sult of the election. Whoever best manages to close the gulf 
between his party and this new America will win. 





LEADERS 


Chile’s unfinished democracy 


General Pinochet’s return shows how much the country needs constitutional change 


T WAS not quite the most miraculous recovery since Laza- 

rus. But when General Augusto Pinochet arose from his 
wheelchair to greet his army friends at Santiago airport on 
March 3rd, he was sprightly enough to embarrass two gov- 
ernments. The episode seemed to cast a momentary doubt 
over Britain’s decision to release him from almost 17 months’ 
detention, on the ground that the elderly general was too ill 
for extradition or trial. But the bigger irritation was to Ricardo 
Lagos, the moderate socialist who is due to take over as 
Chile’s president on March uth. 

The full-dress welcome organised by the army for a man 
who owed his freedom not to a finding of innocence but to 
an act of mercy (a quality rare in his own regime) was defiant. 
The message was clear: now that they have him back, Chile’s 
armed forces do not intend to allow the man who was their 
commander until 1998 to face any further indignities, such as 
a trial for torture, kidnapping or murder. 

Will he? A judge has asked Chile’s Appeals Court to lift 
the immunity he enjoys as a senator-for-life, to allow him to 
face trial over the disappearance of 19 political prisoners after 
the 1973 coup against the Allende government. He faces 70 
other legal actions. But the general is also protected by an am- 
nesty of 1978. Whether that covers disappearances is unclear. 
The judge says it does not: until the army reveals how the 
missing prisoners were killed (and where they are buried), 
they are victims of the continuing crime of kidnap, he argues. 

The outgoing government claimed loudly that General 
Pinochet could be tried in Chile. Opinion polls suggest that a 
majority of Chileans want that, but doubt it will happen. Mr 
Lagos says the matter is one for the courts, not the gov- 
ernment (see page 49). A tacit deal is likely: if the general stays 
quietly at home, and does not try to reclaim his Senate seat, 
the government will not press the courts to lift his immunity. 

Such pragmatism stems from the way the dictatorship 
ended in 1988-89. General Pinochet ceded power after losing a 





plebiscite. He bequeathed a booming economy, and he re- 
tained the support of a powerful minority of Chileans, who 
believed he had saved the country from chaos and commu- 
nism. As a result, he could impose a restricted democracy, in 
which the armed forces retain much political power and un- 
elected senators help the conservative opposition to block 
constitutional change. Even should he wish to, Mr Lagos 
could not dismiss the army commanders who organised the 
general’s welcome-home party. 

This constitutional settlement is outdated. But Mr Lagos 
must move carefully. He won election by only a narrow mar- 
gin against a conservative rival. The economy is only just 
emerging from recession; for many voters jobs and wages are 
the main issues. Yet a prosperous, self-confident Chile also 
needs justice, democracy and the rule of law. 


Unreconciled still 


Like his predecessors, Mr Lagos has said he will try to per- 
suade the opposition to agree to change the constitution’s un- 
democratic clauses. If he fails, he says he will put them to a 
plebiscite. He would be right to do so: the constitution itself 
stems from three plebiscites organised by the dictatorship. 

But should he also do more to ensure that General Pino- 
chet faces trial? Many Chileans argue that the deal struck in 
1988-89 should not be overturned. Many others disagree. That 
deal was made with the dictatorship still in command, and 
the democrats acting under duress. Although Mr Lagos and 
his fellow socialists have long since recanted the extremism of 
the Allende period, the armed forces have never admitted, let 
alone apologised for, the reign of terror they inflicted on un- 
armed opponents in the aftermath of the coup. As long as 
they fail to do so, and to reveal the fate of the disappeared, 
Chile will remain unreconciled. Until this changes, the case 
for trying General Pinochet is strong, even if this means 
putting the amnesty issue to a referendum too. 





Europe’s banking blues 


The proposed merger of Germany’s Deutsche and Dresdner banks is 
a reflection of weaknesses not strengths in European banking 


F IN doubt, join up. That seems to be the prevailing philoso- 

phy in the marbled halls of Europe’s banks. Deutsche 
Bank’s planned takeover of its Frankfurt rival, Dresdner Bank, 
to form the biggest bank in Europe, is only the latest in a 
string of huge recent deals that have certainly made invest- 
ment-banking advisers happy. In France, Banque Nationale 
de Paris has acquired Paribas. In Britain, Royal Bank of Scot- 
land is taking over National Westminster Bank. In Scandina- 
via, MeritaNordbanken, itself a Finnish-Swedish creation, this 
week announced plans to buy Denmark’s Unidanmark. Over 


20 





the past two years there have been similar marriages of giants 
in Switzerland, Spain, the Benelux countries and Italy. 

Most of the link-ups have been proclaimed with similar 
promises: costs are to be cut, economies of scale reaped, Euro- 
pean champions created to take on the Americans. But the 
truth is that the deals have usually been defensive, done out 
of fear not ambition. Europe’s commercial banks have been 
making too little money in retail banking, seeing too much 
corporate business migrate to rival securities houses, and los- 
ing too many investment-banking battles with American 
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firms. Yet although several mergers, including Deutsche’s with 
Dresdner, may be sensible in their own terms, they will not 
solve these underlying problems (see pages 82-84). 

The reason that Deutsche Bank has found retail banking 
at home unrewarding is not that it is too small. It is that the 
market is dominated by state-owned savings banks and sub- 
sidised Landesbanks. Now a new threat is emerging in the 
form of Internet banking which, by dispensing with costly 
branches and staff, promises to offer customers even cheaper 
financial services (see page 92). Nor will promised cost-cutting 
be easy to deliver: Germany's rigid labour laws and strong 
trade unions make it too hard and too expensive to shed sur- 
plus workers. 

Greater size may be more helpful in corporate and invest- 
ment banking. But it will not stop companies taking advan- 
tage of the huge expansion in European securities markets 
that the single currency is fostering. Nor will putting together 
two European investment-banking businesses make it easier 
for Deutsche to break into the “bulge bracket” of Wall Street's 
biggest firms. It may have to look for yet another New York 
acquisition to put alongside its earlier purchase of Bankers 
Trust—although any plausible target could prove both expen- 
sive and difficult to digest. 


A message to Berlin 


Even so, the German government is disposed, just as other 
European governments have been, to welcome their new na- 
tional banking champion. Europe’s governments are certainly 
right to believe that banking needs consolidation—there are, 
for instance, twice as many bank branches per head in Eu- 
rope as in America. But if newly created European champions 


LEADERS 


are to thrive, the politicians will also have to stop obstructing 
three other reforms. 

One is to level the retail banks’ playing-feld by eliminat- 
ing both explicit and implicit subsidies to state-owned com- 
petitors. Yet far from doing this, the German government has 
for years been bitterly fighting against the European Commis- 
sion’s attempt to scrap state subsidies to the Landesbanks. The 
government, like most others in Europe, is also resisting pres- 
sures to relax rigid labour-market laws that are hobbling not 
just would-be banking champions but most of European in- 
dustry, which is in the throes of a long-overdue restructuring. 

The third big necessary change is to accept more cross- 
border mergers. It is an open secret that, before turning to the 
domestic courtship of Dresdner, Deutsche Bank tried to buy 
in France and Italy, only to be rebuffed by nationalistically 
minded governments. So far only Scandinavia and the Bene- 
lux countries have seen significant cross-border bank merg- 
ers. Yet even as the single currency leads inexorably to a genu- 
ine single capital market in Europe, the logic of having 
continent-wide banks to match is coming to seem irresistible. 

The example of the United States, whose big banks are 
spreading across the country, points the same way. So does 
the economics of the euro. One problem with a single cur- 
rency is that an external shock can hit some countries or re- 
gions harder than others. If banks are concentrated regionally 
or nationally too, such a shock is far more dangerous, because 
they are at much greater risk of going under—as experience in 
Texas and New England has shown. Spreading bank assets 
continent-wide is thus desirable not only for would-be bank- 
ing champions but also for the euro. Even the proudest of 
European governments should welcome that. 











Smiley Spain 


Much of the credit should go to Jose Maria Aznar and his ruling People’s Party 


INCE the death of dour General Franco in 1975, Spain has 

been a stirring success story and it will surely continue to 
be so, whoever wins the general election on March 12th. One 
aspect of the success is that, perhaps for the first time, few 
Spaniards truly tremble at the prospect of a victory by their 
political opponents. It is a safe bet that neither Jose Maria Az- 
nar’s ruling centre-right People’s Party nor decent Joaquin Al- 
munia’s Socialists on the centre-left would squander the gains 
of the past 25 years (see pages 23-25). 

It was the Socialists under Felipe Gonzalez who really got 
Spain going in the 1980s, before their 14-year reign eventually 
dissolved in a morass of corruption (involving, among other 
things, government-linked death-squads). It was Mr Gonzalez 
who took Spain into Nato and the European Union, and who 
set about freeing the economy and selling off the state. He 
spruced up his party, dragged it to the middle ground and did 
much to heal the wounds of history. 

Mr Aznar has done just as well. He too has been sensitive 
to history. He has continued to liberalise, while maintaining a 
remarkable degree of social peace. He has piloted his country 
into Europe’s single currency. And he has reduced Spain’s aw- 
ful unemployment rate from 23% when he took office to (a 
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still painful) 15%: as many jobs have been created in Spain un- 
der Mr Aznar as in the rest of the £u. The average Spaniard is 
still appreciably poorer than the average European, but the 
gap is closing steadily. 

Mr Aznar, who was a provincial taxman before he en- 
tered politics, lacks the fizz and personality of Mr Gonzalez, 
and he can be ruthless. But he is pretty straight. And he sets 
about the job with a seriousness and single-mindedness that 
have suited the moment. Four years ago, when Mr Aznar was 
bidding for power, the left sought to paint his lot as crypto- 
Francoists who would slash welfare, hurt pensioners, puff up 
the rich, strengthen the hand of the Castilian centre at the ex- 
pense of Spain’s twitchy regions, kill off failing state busi- 
nesses wholesale, and provoke confrontation with trade 
unionists on the barricades. None of this has happened. 


A decent record 


Heading only a minority government, Mr Aznar has co- 
operated warily with moderate Catalan nationalists to keep 
his party in power. He has gone to great lengths to build a 
consensus for his reforms. Indeed, if anything, he has been 
too cautious over such issues as welfare, labour law and the 
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tax system. If he wins again, he should be more daring. 

Mr Aznar’s main failure has been his inability to solve the 
Basque problem. Admittedly, this is not easy. Over the years, 
the Basques, Catalans and others on Spain's rim have been 
given a large measure of autonomy; there is not much more to 
give. Yet some Basques are still not satisfied; indeed, a minor- 
ity are prepared to pursue the goal of outright independence, 
against the wishes of the majority, by murder. It is difficult for 
any democrat to deal with such people. Still, Mr Aznar may 
have been too inflexible during a ceasefire by the terrorists. He 
has refused to grant a referendum on what Basque national- 
ists call self-determination, which they would lose if it meant 
full independence. The constitution, he says, decrees that the 
Spanish state must remain unitary—and that is that. 

Moreover, Mr Aznar has let the moderate Basque nation- 
alists, who are essential partners in any settlement, move 
closer to the terrorists, to whom he refuses to talk unless they 
first disavow violence completely. If he wins, he should qui- 
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etly acknowledge that the terrorists do, unfortunately, stand 
for a sizeable minority of Basques (perhaps between a sixth 
and a seventh of the total, though their boycott of this week- 
end’s election means it will be impossible to assess their true 
electoral strength); that they cannot be dealt with purely by 
military means; and that the moderate nationalists must 
again be solicited as crucial interlocutors. 

But in most other respects, Spain under Mr Aznar is riding 
high. It is a confident, modern-minded country that fights its 
corner in the European Union with vigour and effectiveness. 
Politically stable, economically prosperous, it is gaining re- 
spect in the world. Odd, then, that Mr Aznar is not assured of 
another term. History, it seems, determines that Spain’s heart 
still beats on the left. An electoral pact between the Socialists 
and the Communists, mortal enemies in Mr Gonzalez’s time, 
may help to broaden the appeal of the left. The left may even 
win, though most opinion polls doubt it. That would be a 
pity, though not a disaster. Mr Aznar deserves another term. 





A downright liberty 


Jack Straw, Britain’s home secretary, plans to restrict the right to trial 


by jury. The idea is ill-conceived and unjust 


RIAL by jury has long been a cornerstone of British jus- 

tice, and an irritation to those in power. So it is proving 
again. Whenever proposals to restrict the right to jury trial 
have been mooted over the past decade, they were shelved, 
not least because of fierce opposition from leaders of the La- 
bour Party. Tony Blair declared that “fundamental rights to 
justice cannot be driven by administrative convenience.” Jack 
Straw, as shadow home secretary, argued such restrictions 
would be “not only wrong but short-sighted.” Now Mr Straw, 
as Britain’s current home secretary and with Mr Blair’s strong 
support, is ramming through Parliament the very restrictions 
which Labour so eloquently opposed before taking office. 

This week Mr Straw faced down a rebellion within La- 
bour’s own ranks to win a vote in the House of Commons. 
Nevertheless his bill, which would cut the number of jury 
trials in England and Wales by up to a third, faces defeat in 
the House of Lords. The Lords roundly rejected similar pro- 
posals last month. If they do the same again, the government 
may force the bill through despite their vote. 

Why this Jekyll-and-Hyde u-turn? Mr Straw says that he 
has taken a closer look at the issue and is convinced that 
many defendants are opting for jury trial only to “play the 
system”, delaying their punishment, wasting taxpayers’ 
money and causing distress to victims and witnesses. By 
eliminating the right to a jury trial for a large class of middle- 
ranking offences such as assault and theft, he claims, more 
than £120m can be saved and justice speeded up. 


The case for the defence 


Cutting costs and delays in the courts are laudable aims, but 
Mr Straw’s bill is likely to do neither. To answer the concerns 
of England’s Lord Chief Justice, Mr Straw has had to agree to 
allow those denied a jury trial to appeal against the decision. 
This is likely to cause as much, if not more, delay and expense 
as granting a jury trial at once to those who want one. 
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Even if there are any gains, these have to be balanced 
against the blow to justice and public faith in the criminal- 
justice system which denial of jury trials would represent. 
Most of those who choose a jury trial believe they will not re- 
ceive a fair hearing before a magistrate, and this is especially 
true of ethnic minorities. Most magistrates are white; over 
90% of the defendants that come before them plead guilty. For 
a defendant with the unusual plea of innocent, a trial before a 
jury of ordinary citizens can make more sense. 

There is little evidence that the right to a jury trial is being 
widely abused. Of more than 400,000 defendants a year with 
the right to choose a jury trial, only 18,500 do so and this num- 
ber has halved in the past 10 years. Many of these defendants 
do later plead guilty before their trial begins, as Mr Straw 
complains, but half of them do so after the charges against 
them have been reduced. Some defendants may be “playing” 
the system, but the right has been a check against sloppy 
work by police and prosecutors, who often overcharge de- 
fendants (especially from ethnic minorities, according to the 
Home Office’s own research). If Mr Straw gets his way, miscar- 
riages of justice, not cost savings, are the most likely result. 

Mr Straw’s determination to push ahead with his restric- 
tions to jury trial is the latest example of the Labour gov- 
ernment’s depressing impatience with the civil rights of 
individual citizens. These are being brushed aside in a series 
of measures, from a feeble Freedom of Information bill to a 
bill awarding sweeping powers to police to intercept Internet 
traffic, which also came before the Commons this week. For a 
government which introduced Britain’s first bill of rights by 
incorporating the European Convention on Human Rights 
into British law, this is not only disappointing, but alarming. 
As Mr Blair and his colleagues have settled into power, their 
illiberal instincts have clearly prevailed over their earlier, and 
better, intentions. Now the question is: how far will they go? 
= 
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SPAIN’S ELECTION 


A new Golden Age 


MADRID 


As Spaniards go to the polls on March 12th, they have a lot to smile about. 
Their country has hugely changed for the better 


OSE MARIA AZNAR, Spain’s prime minis- 

ter for the past four years, is a man whoex- 

udes confidence. True, he can also be sul- 
len, terse and awkward. He is not great on 
television, and does not smile much. But as 
he relaxes into his interview with The Econo- 
mist, with a huge cigar and a dry wit, it is 
clear he has grown on the job. He 
seems to know where he is going. 
As he rightly says, comparing his 
buzzing modem times to the im- 
mediate post-Franco years, “Spain 
is another country.” 

He does well to emphasise 
that, for the old Spain isstill lodged 
in many people’s minds. In the 
three centuries that preceded 
Franco’s rule, the country endured 
a wretchedly downhill ride. There 
was national humiliation, mili- 
tary defeat across the globe, inva- 
sion, pestilence, gross inequality, 
factionalism, civil war. Only a gen- 
eration ago, Spain was inward- 
looking, bleakly authoritarian, 
barely on the fringe of Europe. 
Though Madrid might be sophisti- 
cated, in the villages just outside 
the children often had no shoes. 
While the Costas were Europe’s 
playground, the largely unvisited 
interior was a strikingly backward 
place. 

Now Spain is vibrantly demo- 
cratic, ever more liberal in econ- 
omic and social habits, richer in 
material goods and more open in 
its thinking. It is solidly European, 
yet at the same time is emerging, 
once more, as an influence in the 
world. In the idiom of people who have shed 
the anti-democracies of the Slav left or the 
Latin right, Spain has become “normal’’— 
without ever, for a minute, being drab. 

Take, as one example, communications. 
Spain’s long isolation had much to do with 
its geography: its separation by high moun- 
tains from the rest of Europe and the exhaus- 
tion of travel over the high, sun-bleached 
central plains. Now get up early in Madrid 
and you can take the ave (as in Maria, 
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though the initials signify high speed), one of 
the fastest and smoothest trains in Europe, 
and have breakfast in Seville, some 480 km 
(300 miles) away, just over two hours later. 
There, not far from Moroccoas the crow flies, 
amid the most glorious architecture min- 
gling Islam and Christianity, you can mix 





business with pleasure before gliding back to 
the capital for dinner. By 2004, say Spain’s 
transport chiefs, you should be able to go by 
train or car to any part of Spain, a country 
well over twice the size of Britain, within 
four hours. 

If you cannot get there in person, most 
go-ahead Spaniards these days seem to be 
connecting with each other on their mobile 
telephones (courtesy of one of three compet- 
ing companies, soon to be four). The number 


of mobiles, according to Pyramid Research, 
has rocketed from ım to nm in just five years; 
an economics minister puts the latest figure 
at 16m, one of the highes: rates per gabbling 
head in the world. 

In more vital ways too, Spain is buzzing. 
The economy has grown steadily, by nearlya 
fifth in the past four years. Last year’s in- 
crease, 3.7%, was the fastest in the £u; the lat- 
est guess is that the figure this year could be 
even higher. The unemployment rate, the 
biggest blot on Spain’s record, has fallen 
from 23% when Mr Aznar took office in 1996 
to15% today; the number who register for the 
dole has dropped to around 10%. And if you 
look at male unemployment alone, since an 
unusually high number of women who are 
minding homes register for the dole, the fig- 
ure could be as low as 6%. 

Even in the poor southern re- 
gion of Andalusia, where unem- 
ployment has long been highest, 
an ever-larger number of North 
Africans are pouring in (many of 
them illegally) to take the sort of 
rough, low-paid jobs that Span- 
iards no longer want. In the past 
four years employment in Spain 
has grown by nearly 13%, three 
times the average for the whole of 
the £u. 

In the main, Spanish business- 
men feel good The prime interest 
rate still stands at 3.25%, against as 
much as 15% in the early 1990s. 
Spanish shares are soaring, too. 
The Madrid stockmarket now 
ranks fifth in Europe by value of 
shares traded, after London, 
Frankfurt, Paris and Stockholm. 

Just one small cloud lies on the 
horizon. Inflation has lately crept 
upa bit, to more than 2.3% last year 
(and 2.9%, at ar. annual rate, in Jan- 
uary), slightly above what the 
European Central Bank pre- 
scribes, and the highest figure for 
three years. Cristobal Montoro, 
the economics minister, believes 
that the figure will soon fall back 
to 2%. Others, less sanguine, sus- 
pect that the Spanish economy may be over- 
heating (see page 60). 

Whatever the truth may be, the man 
who has led Spain to this point is feeling 
pleased with the state of his country, and 
with himself. Mr Aznar, formerly an austere 
tax-inspector in Valladolid, has always been 
underestimated, and his centre-right Peo- 
ple’s Party (pp) held in suspicion. Many of the 
doubts have now been laid to rest. 

When it comes to politics, Spain’s heart 
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has instinctively beaten towards the left ever 
since Franco died. The Socialist administra- 
tion of Mr Gonzalez, though it foundered in 
a stench of corruption and scandal, was still 
credited with bringing Spain, under a glam- 
orous leader, into the modern world. Mr Az- 
nar only just won the last general election in 
1996; many Spaniards, in the middle as well 
as on the left, still feared that rule by the pp, 
descending as it does from a party founded 
by one of Franco’s ministers, would prove 
harsh, heartless, and perhaps not even genu- 
inely wedded to democracy. 


Laying Franco’s ghost 

The Socialists rattled many voters by telling 
them that the right would attack the health, 
welfare and pensions systems, would con- 
front the trade unions, and would provoke 
the regional parties into outright hostility by 
displaying a centralising arrogance towards 
Catalans and Basques. In addition, many 
economic reformers suspected that, despite 
the pp’s lip-service to liberalism, the party 
would not resist the temptation to consider 
the economy, in an old-fashioned dirigiste 
way, as a corporation to be run by a cabal. 
Others on the anti-clerical left, again harking 
back to the bad old days, feared that Mr Az- 
nar would find himself in hock, on social 
matters, to the conservative wing of the 
Catholic church. 

In the event, nothing of the kind has hap- 
pened. Mr Aznar has provoked no violent 
battles in the streets, no trade-union or stu- 
dent barricades. His methods have been 
stealth and consensus. Subsidies have gradu- 
ally been withdrawn from ailing industries. 
The steel industry has been sold, and is be- 
coming competitive again. The shipyards in 
Cadiz have been closed down, but without 
the prolonged strikes that the Socialists faced 
earlier, in similar circumstances. 

In general, on economic matters, he has 
taken up where the Socialists left off, while 
nudging reform into a slightly faster gear. He 
has gone on privatising, bringing down in- 
come taxes (from 56% to 48% at the top, less 
drastically lower down the scale) and loos- 
ened the labour laws. On practically all 
fronts, Mr Aznar has moved cautiously crab- 
wise. “Travelling fast doesn’t always mean 
arriving earlier,” he says. 

One Madrid historian sums him up with 
approval. “He has been the first Spanish 
leader on the right who has been neither adi- 
rigiste nor beholden to the church. But he 
had to take it easy.” On social issues, Mr Az- 
nar has been careful not toannoy more secu- 
lar-minded Spaniards—to the disappoint- 
ment of many bishops, who want him to be 
more outspoken, for instance, against the So- 
cialists’ pledge to legislate for abortion virtu- 
ally on demand. They have also urged Mr 
Aznar, in vain, to make a place for religious, 
rather than just ethical, teaching in the 
national curriculum. 

Three ideological strands make up the 
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pp—the moderate reforming centre, the 
Thatcherite economic liberals and the pro- 
clerical conservatives, with roots going back 
to Franco, who look for succour from the 
Opus Dei movement. Of these, the centre is 
the one to which Mr Aznar feels closest, 
though he styles himself a liberal, and is a de- 
vout Catholic who sends his children toa Je- 
suit school. 

Most strikingly, Mr Aznar has taken 
enormous care not to break the delicate con- 
sensus that has kept politics stable through- 
out the post-Franco era. Indeed, he goes out 
of his way to play down the pp’s right- 
wingery, refusing even to accept the label 
“centre right”. “We are a party of the reform- 
ing centre,” he says, echoing his friend Tony 
Blair. He acknowledges the good things his 
Socialist predecessor did. The modernisa- 
tion of Spain has been “a collective success”. 

In many respects the pr now looks as go- 
ahead as the Socialists, once the acknowl- 
edged bearers of modernity to Spain. Mr Az- 
nar’s ministers are younger than their Social- 
ist shadows, though they tend to be young 
fogeys in pin-striped suits with surnames 
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from Franco's time. Pollsters suggest that 
more of Spain’s younger voters are likely to 
vote for Mr Aznar. 

If re-elected, he says he wants toopen the 
economy up still further. He intends to push 
on with tax reforms, bringing income tax 
down more, helping small and medium- 
sized businesses more, and tackling social se- 
curity. But tranquilidad (“calmness”) is still 
his watchword. “We mustn't risk throwing it 
all away” through vicious confrontation, he 
says. 

Purer liberals feel Mr Aznar has been 
needlessly timid. A number of big utilities 
and services, such as national gas and the 
railways, are still to be privatised; a number 
of privatised companies that are virtual 
monopolies, such as electricity, need break- 
ing up. Wage flexibility is still hampered by 
centralised bargaining: Mr Aznar was loth to 
tackle the unions on that one. Likewise, over- 
time payments are kept high across the 
board. Moving workers from one place to 
another is expensive, and the cost of firing 
them, though now reduced for future re- 
cruits, is still much higher than in most parts 
of Europe. The sale of land, especially in ur- 
ban areas, remains excessively regulated. 

Corruption and cronyism are still wide- 
spread, too, especially in regional and local 
governments. At the top, the Socialist oppo- 
sition is making much of the enormous earn- 
ings, in salaries and share options, which 
friends of Mr Aznar and the pr have made 
during the last few years of privatisation (Az- 
narizacion, some call it). The favourite target 
of the critics is Juan Villalonga, a pal of Mr 
Aznar from his schooldays, whom he made 
head of Telefonica when it was state-owned, 
and whois now one of the richest men in the 
land. The old back-scratching, insiderish 
habit of seeking to be enchufado (“plugged 
in”) with people in power, is as alive as ever 
in Mr Aznar’s new Spain. 

Yet the Socialist electoral campaign has 
been pretty tepid, harping chiefly on the in- 
equalities of wealth resulting from the boom 
and on the windfalls accruing to fatcats like 
Mr Villalonga. A more widely felt, and legiti- 
mate, fear is that the rise of the giants—com- 
panies such as Telefonica and Repsol, a pri- 
vatised oil company—has led to a 
too-concentrated core of economic, political 
and media power. Telefonica and its subsid- 
iaries now account for more than a quarter 
of the value of the entire stockmarket; an- 
other ten companies make up nearly half of 
it. Hence the need for more competition. 

The one area where Mr Aznar might be 
vulnerable toa charge of failure is in his han- 
dling of the regions. As a minority govern- 
ment, he has co-operated with the regional- 
ists, in particular the moderate Catalans 
under their old war-horse, Jordi Pujol, who 
have propped up the rr government in par- 
liament in Madrid without forming a co- 
alition. He has clearly not decided what the 
balance between the regions and the centre 
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should be and, in his weak political position, 
he has hardly been able todo so. 

On the trickiest regional issue, Basque 
separatism, he has played the card of na- 
tional unity. He has stressed that Spain, un- 
der its constitution, must remain one coun- 
try, and has refused to grant the Basques a 
referendum on “self-determination”. The 
autonomy they have, he implies, is enough. 
Until the mood in the Basque country 
turned sour last December, he had managed 
to get along, though not warmly, with the 
mainstream (non-violent) Basque national- 
ists. But he will not speak to the eva terrorists 
until they renounce violence. 

It is true that the Basques have very wide 
autonomy: more than any other region in 
Spain, particularly in tax matters. They are 
busily reviving their language and culture, 
even though most people in the area speak 
only Spanish. They have their own parlia- 
ment and police (alongside a paramilitary 
force controlled from Madrid). And they 
have prospered even more than the rest of 
Spain. Many Basques—a far higher propor- 
tion, for example, than Catholics in North- 
ern Ireland—are comfort- 
able with a dual allegiance, 
and most do not hanker 
after full independence. Yet 
the situation is probably 
more fluid than Mr Az- 
nar—or most Spaniards— 
care to admit. 

Mr Aznar is not certain 
to win Sunday's election. Al- 
though he leads in the opin- 
ion polls by 4-5%, voters 
have still not warmed to 
him. The Socialists have a 
solid, decent leader in Joa- 
quin Almunia, and have 
made an electoral pact with 
the Communists which, 
they hope, will appeal to a 
broader group of left-wing 
voters. But the Socialists 
have no huge policy differ- 
ences with the pr, and even 
the Communists have shifted closer to the 
centre. The left inveighs, ritually, against in- 
equality and cronyism, and would be less in- 
clined even than Mr Aznar to tackle the 
hardest reforms, such as pensions and 
health care. But Spanish politics is now es- 
sentially centrist. No party wants to rock the 
boat of Spain’s economic success. 


Catching up with Europe 
That success, of course, is a work in progress. 
Spain remains poor by comparison with its 
neighbours in Europe, bar Portugal. Span- 
iards are only 83% as rich per person as the 
average Eu citizen, though the gap is closing. 
This lesser standing rankles, as it has ever 
since Spain slipped from its days of glory. 
Spaniards are edgily aware that a fair chunk 
of their prosperity, perhaps as much as 3% of 
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annual Gpr, has come from the £u’s special 
funds to help the Union's poorer countries 
and regions, as well as from subsidies under 
the common agricultural policy. 

Spain has always had its pride, and this 
now manifests itself in two ways in Europe. 
First, it fights to preserve as many of those 
budgetary privileges and handouts as it can. 
Its diplomats act with “ruthless efficiency” 
(as one admiring non-Spanish Brussels- 
watcher describes it) to defend what they 
happily, in various spheres, call their “na- 
tional interests”. They know that they will 
have to be standing on their own feet at the 
latest by 2006, when a new eu budget will ca- 
ter for much poorer countries due to join the 
club, mostly from Central Europe. 

The advent of those countries, in itself, 
will mark Spain out as a richer and older 
member of the club. But it already constantly 
compares itself with other big European 
countries, particularly France. The old saw 
that Spaniards “have a superiority complex 
in Latin America and an inferiority complex 
in Europe” rings less true. “We are miles 
ahead of France in reducing the weight of the 





state,” says one businessman. “We have 
done as much privatising in three years as 
Britain did in 13,” says Mr Montoro, the eco- 
nomics minister. And although Italy may be 
richer than Spain, officials in Madrid look 
askance at Italy’s administration, both econ- 
omic and political. 

One scene exemplifies this prickly Span- 
ish pride. In the approach to Europe's econ- 
omic and monetary union, the Italian prime 
minister, then Romano Prodi, suggested a 
delay to Spain, to give comparatively weak 
currencies such as the lira and peseta a bit 
more time to adapt. Mr Aznar gave his Italian 
counterpart witheringly short shrift, and 
now delights in his victory. “Four years ago, 
no one believed that we could be in the first 
wave,” he says. “But we did it.” Not only that, 
but Spanish businessmen are enthusiastic 
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about Europe’s commoncurrency. 

Aggressive in Eurove, Spaniards are 
showing a calmer sort of pride on the world 
scene. The greater Spain’s economic muscle, 
the more it can punch its weight in foreign 
councils, including Nato and beyond. Its 
influence is helped by the status of Spanish 
as a world language, though even Spaniards 
cannot avoid the dominance of English. 

Spain is keen, too, to play a bigger partin 
global defence. Although it has been spend- 
ing only a derisory 1.4% of its Gpp on its 
armed forces, it is one of the few countries in 
the eu to have begun increasing its contribu- 
tion. It has set about the expensive task of 
converting its army from one manned 
mainly by conscripts to a fully professional 
force. And it is zealously playing its part in 
such places as Kosovo and Bosnia. 


The new world 


At foreign summits, Mr Aznar, one of only 
three centre-right prime ministers in the en- 
tire 15-strong Union (along with Austria's 
chancellor and Ireland's taoiseach), is lis- 
tened to by his counterparts with increasing 
attentior. His role during the 
Finns’ six-month presidency 
of the £u, which ended in 
December, was widely ad- 
mired. “Nowadays we have 
more respect and weight in 
the world,” says Abel Ma- 
tutes, the foreign minister. 
“To some extent our democ- 
racy and economics have 
become a model for coun- 
tries in Latin America,” says 
another diplomat. When 
summits of Spanish-speak- 
ing countries take place, 
Spain can now take centre- 
stage by virtue of good po- 
litical and economic exam- 
ple, as well as history. 
Spaniards are also ven- 
turing out into the world 
again, and in force. While in- 
ward investment has been 
strong, with some $12 billion flowing into the 
country last year, Spaniards are also becom- 
ing a lot more acquisitive abroad. Last year, 
direct investments overseas more than dou- 
bled; Spain is now heavily outgunning the 
United States, until recently the biggest shot, 
in Latin America. After a spasm of tough talk 
against Fidel Castro’s Cuba, Mr Aznar’s 
Spain has set itself up, through increasing 
trade and investment, to rival the United 
States there when communism collapses. 
Some Spaniards even suggest that Spain, 
perhaps with India, could be invited to join 
the G7 group of rich countries. “We are on 
track to do so,” says Mr Aznar. Wishful 
thinking, perhaps. But if that happened, 
Spain would be back where it has always felt 
it belonged: among the great powers. 
t- re S 
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Inbound tourism 
Hailing the high rollers 


"A one-language and one-heritage country is 
weak and vulnerable. Thus my son, I 
command you to comfort newcomers with 
kindness and respect so they will stay with 
you rather than live elsewhere." 

St. Stephen’s exhortation to his son is as 
relevant this year as it was when it was 
uttered. Particularly for Péter Kraft, the 
Buenos Aires-born, repatriated Hungarian 
installed a year ago as deputy state secretary 
in charge of tourism at the Ministry of 
Economic Affairs. 

As Hungary celebrates the millennium of 
St. Stephen's coronation as the nation’s first 
Christian king, the country receives over 28m 
foreign visitors annually, nearly three per 
resident. Lodging establishments report nearly 
2.5m foreign arrivals and nearly 10m foreign 
guest-nights a year. 

But Mr Kraft, a polyglot Harvard MBA 
who established American Express' 
Hungarian operation 10 years ago and at age 
46 gave up a lucrative position with ING 
Bank to accept his current post "to contribute 
to the country's development," is applying all 
his business acumen to further St. Stephen's 
desire with a modern twist. "If you provide 
quality services, you will get quality tourism," 
he says, "and for the country that translates 
into a lot of money." 

Indeed the sector brought in $3.3 billion 
in 1999, accounting for 10.6% of GDP and 
producing a $2.2 billion payments surplus. 
Yet while Hungary has huge border-crossing 
traffic, a relatively small portion of this is 
high-spending tourism. Only 19% come for 
holiday and 4% for conferences, the areas 
that generate the most revenues and which 
Mr Kraft hopes to grow over the next decade 
to 30-35% and 8-10%, respectively. 

How? “Hungary offers good value for the 
money," Mr Kraft reasons, "so it was not by 
accident that Budapest was selected by 
Fortune Magazine and Arthur Andersen as 
the third best European city in which to do 
business." According to the Economist 


Intelligence Unit, a sister company of The 
Economist, the Hungarian capital is one of 
the least expensive major cities of 
Europe-only half as costly as Vienna. 

Hosting 500 representatives of the tourism 
industry in Parliament last October, Prime 
Minister Viktor Orban, declared the sector a 
priority and challenged its leaders to double 
revenues from inbound tourism. Mr Kraft, 
whose track record is documented by awards 
from both American Express and the 
Hungarian government for achievements in 
the sector, answered the call by targeting a 
five-to-seven-year period for reaching that 
goal. 


The business of tourism 
Tourism's share of economic activity in Hungary 


($ in billions) 





1999 2010 

Inbound receipts $3.3 $7.7 
Percentage of GDP 10.6% 12.1% 
rce: World Travel & Tourism Counc 
Inbound per head receipts 
(in DM) 222 
: 122 
| 96 
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He has designed a program based on three 
pillars: infrastructure investment, 
enhancement of marketing for prioritised 
areas and improvement of tourist information 
services available in the country. 

Currently at least $600m of hotel 
construction and renovation is in progress, 
which will result in an additional 3,200 four- 
and five-star hotel rooms (38% of the current 
number in the category), mostly in Budapest. 

Under development in the capital are the 
five-star French-owned Hotel Meridien, the 
five-star Corinthia Hotel Royal, led by the 
Pisani family of Malta, and the four-star West 


End Hilton, led by TriGranit, a joint venture 
of TrizecHahn and local firm Polus 
Investments. And a project led by Gresco 
Investments will turn the Secessionist 
landmark Gresham Palace into a Four 
Seasons, to be Budapest's only deluxe hotel. 

Tourism infrastructure outside Budapest is 
being expanded, too. The five-star Polus 
Palace Termál hotel is being developed in Göd 
just North of Budapest on the Danube. And 
one four-star hotel is under development in 
each of the thermal-spa town of Héviz, the 
historic Székesfehérvar and the cultural and 
gastronomic centre, Szeged. 

In terms of castles and manor houses, 44 
are now booking guests, including Baumag 
Holding’s stellar $15m renovation of the 
Karolyi castle in Paradsasvar in the Matra 
mountains of the north-east-the first five-star 
hotel in the countryside. 

"If you consider the moderate level of real 
estate prices, such investments make a lot of 
sense as tourism demand will rise once 
Hungary becomes a full EU member in three 
to four years," says Mr Kraft. 

Conference tourism will be boosted when 
the Hotel Inter-Continental Budapest 
completes its 800-square-meter conference 
centre with nine smaller conference rooms 
developed over an additional 600 square 
meters, which was done in addition to the 
hotel's own refurbishment. 

With the prime minister's backing, the 
state is doing its share, doubling Mr Kraft's 
staff, operating budget and the central 
budget's contribution to the ministry's 
strategic tourism fund, the main purpose of 
which is to finance the foreign representation 
network of Hungary Tourism Corp., the 
ministry's marketing unit. Two foreign 
representation bureaux will be opened this 
year in addition to the 17 already in 
operation, one each in Madrid and Tel-Aviv. 
The increase in the strategic fund will also 
allow the near doubling of allowances for the 
network's marketing activities, the second 
pillar of his program. 

Mr Kraft aims to support and market 
events that differentiate the country, such as 
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the Formula-1 auto race at Hungaroring, now 
a major stop on the circuit. He has also 
targeted the annual cultural festival at Lake 
Balaton and the critically acclaimed musical 
programs in the Spring Festival, which will 
highlight concerts this year to observe the 
250th anniversary of Johann Sebastian Bach’s 
death. The festival will feature such artists as 
Tamas Vasary, Pinchas Zukerman and Zoltan 
Kocsis in addition to opera, operetta, dance, 
folk music and even dixiland, from mid- 
March to early April. Also prioritised is 
countryside tourism, such as water and 
thermal-spa facilities, wine tourism and 
equestrian opportunities, notes Mr Kraft, 
citing EU policies favouring rural development 
and resource decentralisation. 

In the wake of a marketing study in the 
US, a campaign has been launched there and 
similar efforts are being carried out in Great 
Britain and Ireland. Earlier campaigns are 
continuing in the German-language regions of 
Europe as well as in the Nordic countries. 
Visitors from EU countries, who already 
account for the bulk of inbound tourists, will 
doubtless expand further in numbers upon 
Hungarian accession. 

The ministry is also doubling its support 
for universities, colleges and trade schools that 
offer professional training relevant to tourism 
and setting aside funds for new projects. Plus, 
to improve the availability and quality of 
information available to tourists in Hungary, 
the third pillar of the Kraft program, the 
ministry now is taking applications for 
expanding and improving its Tourinform 
network of information centres, 

Initial results for 2000 are positive. 
"Income generated by foreign tourism rose 
12% in January from the 1999 level to the 
equivalent of nearly $180m, the best in six 
years," says Mr Kraft. "We are convinced the 
trend will continue for the whole year." 

St. Stephen no doubt would be pleased. 


Westel 900 GSM 
Leading the mobile culture 


Driven by the rapid introduction of value 
added services and the launch of a fourth 
service provider last December, Hungary's 
mobile telecom market is booming. 
Penetration of 18% today is projected to 
reach 25% (the current EU average) by year- 
end. The meaning of these statistics is most 
appreciated by those who needed to 
communicate in Hungary before the launch of 
mobile services in 1994 and when it could 
take years to have a fixed line installed. 
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"The quality of mobile telephony in 
Hungary exceeds EU levels," declares András 
Sugár, CEO of Westel 900 GSM, the country's 
leading mobile service provider. "Our 
infrastructure is newer and we have 
introduced all the latest innovations." 

Perhaps no company symbolises Hungary's 
transformation and new quality, customer- 
orientated approach better than Westel, which 
launched its 900 MHz service in 1993 and 
will add an 1800 frequency in December to 
match the one recently begun in Hungary by 
Vodefone. 


Mobile mania 
Westel 900 GSM subscribers 


1998 1999 


Source: Westel $90 GSM 





The entrance of such a competitor might 
unnerve some executives. Mr Sugar 
approached it objectively. "We took the 
Vodefone launch very seriously and examined 
every aspect of our business, from our rate 
structure to the detail of our shop assistants’ 
dress," he says. The result? "We are growing 
faster than ever and will reach one million 
subscribers by mid-March,” he beams. This 
gives Westel, which offers more than 50 value 
added services, a 55% market share, more 
than its three competitors combined. 

In addition to basic voice services available 
through subscription or pre-paid cards, Westel 
has developed (in-house) the world's first 
customer information and billing system. 
From February Ist, a wireless application 
protocol (WAP) service has allowed properly 
equipped users internet access to Westel's 
financial and economic news service and other 
WAP pages. Banking transactions, ticket 
ordering and faster data transmission via 
GPRS technology are planned. The company 
also offers an international voice-over- 
internet-protocol (VoIP) service, launched in 
December 1999. And Westel has entered into 
an agreement with Ericsson to develop 
Europe's first GSM Pro service, which will 
add dispatch and group communication 
services to its offerings from April. Co- 
operating with the Technical University of 
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Budapest, Westel has developed an 
application that enables users to listen to e- 
mails, one of the few such services in Europe. 

Westel's overarching emphasis on quality 
and innovation differentiated it from the 
start. Its quality assurance programs as well 
as awards read like a directory of corporate 
accomplishment: implementation of the 
Baldridge quality system in 1994, certified 
for ISO 9001 compliance in 1995, winner of 
the Hungarian National Quality Award in 
1996, winner of Mobile Communications 
magazine's "Innovative Service of the Year" 
award in 1997, winner of the European 
Marshall Award (which recognises perfor- 
mance and skills of the most successful 
Central and East European companies) in 
1998 and winner of the Innovation Award of 
the Ministry of Telecommunications in 1999, 

One might argue that quality would be 
easy to achieve in light of the know-how 
provided through US West's (now 
MediaOne) original 49% strategic stake in 
Westel, which was recently acquired by 
national telecom group Matáv, itself 
controlled by a consortium of Deutsche 
Telecom and SBC-Ameritech. While Westel 
did adopt best practice from its owners, its 
management is almost entirely Hungarian. 
"Local knowledge is required for 
implementation," says Mr Sugar. 
“Communication is crucial. Hungarians will 
listen and follow if they understand the 
business logic and see that it makes sense. 
You feel the whole company behind you." 

With one of the highest ratios of 
operating income per subscriber in Europe 
despite offering affordable rates, Westel's 
efficiency is undeniable. Yer such 
performance may be hard to maintain and 
Mr Sugar acknowledges that continued 
profitable growth is the firm's greatest 
challenge. But he is quick to highlight 
Hungary's relatively high penetration of 
mobile phones compared to PCs, which 
bodes well for the mobile internet services 
he plans to offer. 

The president of both the American 
Chamber of Commerce in Hungary and the 
Hungarian chapter of the Prince of Wales 
Business Leader's Forum, Mr Sugar has 
accomplished a truly unique management 
feat: the development of a large, highly- 
profitable, domestically-focused service 
operation having a culture that both incorp- 
orates Hungarian values and achieves results 
at or above western levels. And while the 
field will get more crowded, few seem more 
ready and able to do battle than Mr Sugar. 
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WHEN THE TOUGH GET GOING. 
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contact your local Network Partner. It can be tough out there. But with 
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| Presidential pair 


In the Super Tuesday prima- 

| ries and caucuses in the Un- 

| ited States, George W. Bush 
swept to victory on the Re- 
publican side. He beat his 
chief rival, Senator John 

| McCain, in all but four states, 
including delegate-rich Califor- 
nia and New York. On the 
Democratic side, Al Gore 
trounced Bill Bradley by three 
to one in some places, and 
beat Mr Bush in a non-bind- 
ing “beauty contest” in Cali- 
fornia. Mr Bradley withdrew 
from the race and threw his 
support behind Mr Gore. 


Top-secret details of the allied 
bombing campaign against 
Yugoslavia last year were al- 
leged to have been leaked to 
the Serbs by a spy at NATO 
headquarters, according to an 
American military report. 
NATO denied that security had 
been compromised. 
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A Chilean judge asked the 
Santiago Appeals Court to lift 
the parliamentary immunity 
of General Augusto Pino- 
chet so that he could be put 
| on trial. After seeming 
sprightly at an army ceremony 
to welcome him back to Chile 
after almost 17 months in de- 
tention in Britain, the general 
spent several days resting. He 
was not expected to attend the 
inauguration of Ricardo Lagos, 
Chile's new socialist president. 


Guatemala expelled the am- 
bassador from Belize over a 
border dispute. Nicaragua 
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and Honduras reached agree- 
ment aimed at patching up 
their own frontier squabbles. 


Citizens and tourists in Rio de 
Janeiro, in Brazil, celebrated 
the annual carnival despite a 
foul-smelling sewage spill. 


Peace progress 


The sluggish Arab-Israeli 
peace process began to stir. 
The Palestinian track was re- 
opened after meetings be- 
tween Israel’s Ehud Barak and 
the Palestinians’ Yasser Arafat, 
including one in Egypt. Israel's 
cabinet confirmed Mr Barak’s 
commitment to withdraw Is- 
raeli troops from south Leba- 
non by July. 


As floods in southern Africa 
began to subside, an emer- 
gency operation was launched 
to bring food, water and med- 
ical supplies to hundreds of 
thousands of homeless people 
threatened with cholera and 
malaria. New floods in Mada- 
gascar left some 500,000 peo- 
ple without homes. 


Fires continued to sweep 
through south-western Ethio- 
pia, destroying large areas, in- 
cluding parts of the Bale 
mountains wildlife park. 





Squatters, led by ex-fighters 
from Zimbabwe's war of in- 
dependence, invaded white- 
owned farms, hitting this 
year’s tobacco crop. Many 
people assumed the invasion 
was government-inspired. 


President Hafez Assad of 
Syria decided to change his 
cabinet, the first major shuffle 





THE ECONOMIST MARCH 11TH 2000 








{AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM _ 


POLITICS THIS WEEK 


since 1992. The new prime | 
minister is Muhammad Mus- 
tafa Miro, governor of Aleppo. | 


| election, ruled himself out of 


No snub for Pakistan 


Bill Clinton will, after all, visit 
Pakistan as well as India and 
Bangladesh in the week of 
March 19th. He will discuss 
with Pakistan’s military leader, 
General Pervez Musharraf, the 
prospects of a return to civil- 
ian democratic rule. 


Hu Changquing, a former dep- 
uty-governor of China’s 
Jiangxi province, was exe- 
cuted for taking more than 
$650,000 in bribes. He was re- 
ported to be the most senior 
official to be executed since 
the Communists took power 
in 1949. 


At the start of the dry season, 
forest fires again raged in the 
Indonesian island of Sumatra, 
raising fears in Singapore and 
Malaysia of a repeat of the 
smog that engulfed much of 
South-East Asia in 1997. 


Kosovo flares up 


The head of the uN operation 
in Kosovo, Bernard Kouch- 
ner, gave warning that extrem- 
ists in the province were gain- 
ing the upper hand, after 
clashes in the northern town 
of Mitrovica left 40 people in- 
jured, including 16 French 
peacekeepers. Ethnic Albani- 
ans had fired on, and thrown 
grenades at, a group of Serbs. 


Germany's Christian Demo- 
crats were left with ever fewer 





| after Volker Rühe, who had 





| Russian forces claimed they 


candidates for their leadership 


fared poorly in a recent state 





the race. It looked likely that 
the job would fall to Angela 
Merkel, the party’s general 
secretary, who comes from ex- 
communist East Germany. 











In the strongest challenge yet 
to Tony Blair's leadership of 
Britain's Labour Party, Ken Liv- 
ingstone, a left-wing maverick 
MP, said he would run as an 
independent candidate for 
mayor of London after all. 


The separatist terrorist group 
ETA admitted responsibility 
for two recent bomb attacks in 
the Basque region of Spain. 


America’s secretary of state, 
Madeleine Albright, visited the 
Czech Republic during a 
tour of Europe. The Czech 
president, Vaclav Havel, re- 
peated his plea for the Czech- 
born American citizen to suc- 
ceed him as head of state. No, 
thanks, she said. 


had cornered rebels in the 
breakaway republic of 
Chechnya and killed hun- 
dreds. Russia also admitted 
that it had suffered large num- 
bers of casualties in recent 
fighting. 





The prime minister of Greece, 
Costas Simitis, formally sub- 
mitted the country’s applica- 
tion to join Europe’s single 
currency. 
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BUSINESS THIS WEEK 


German empire 


| Deutsche Bank and 


| Dresdner Bank announced 


| a merger that will create the 

| world’s second largest bank 

| with assets of $1.2 trillion, but 
| at the cost of as many as 

| 16,000 jobs. Allianz, a Ger- 


man insurance company that 
holds shares in both banks, 
will take a 49% stake in the 
combined retail-banking unit, 


| marking the start of a banc- 


assurance strategy; it will also 


| acquire Deutsche’s mutual- 
| fund business. The new Deut- 
| sche will focus on investment 


banking instead. 


European banking continued 
to consolidate on: a lesser scale. 
MeritaNordbanken, a Nor- 
dic banking group, agreed to 
acquire Unidanmark, a 
Danish bank, for around €6 
billion ($5.7 billion) to create 
the region’s largest bank. 


Banco Bilbao Vizcaya Ar- 
gentaria, a Spanish bank, 
joined in the fun by announc- 
ing a merger between its on- 
line banking business, Uno-E, 
and First-E, a Dublin-based 


“| counterpart, with the eventual 


aim of creating a global In- 


| ternet bank. sBva also an- 
| nounced that it was discussing 
| a merger with Bancomer of 


Mexico to create that country’s 


| largest bank. 


| To complete Mexico's return 


to respectability, the credit rat- 
ing on its foreign-currency 


| debt was lifted by Moody’s, 


an international rating agency, 


| to investment grade. 


Lazard Fréres, an invest- 
ment bank, completed the 

merger of its three separate 
operations in London, Paris 
and New York. 


| Lay your bets 


| Arthur Levitt, chairman of 
| America’s Securities and Ex- 
| change Commission, warmed 


investors that stockmarkets: 





. The European Commis- 


can go down as well as up 
and cautioned against a “ca- 
sino mentality”, as the tech- 
heavy Nasdaq. index topped 
5,000 for the first time. Internet 
start-up companies came in 
for particular criticism; he 
asked if some dot.coms were 
“worth 1,000 times nothing”. 
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Traditional companies took 
another beating. Procter & 
Gamble, the world’s leading 
consumer-products company, 
issued a profits warning caus- 
ing its share price to drop 30%, 
dragging down rivals such as 
Kimberly-Clark, Colgate and 
Unilever. The Dow Jones In- 
dustrial Average fell by 3.7%. 





Arthur. Andersen became 
the latest of the big five to re- 
spond to regulatory rulings on 
employee shareholdings in 
companies audited by accoun- 
tancy firms. It has decided to 
strengthen internal controls, 
rather than split off its consul- 
tancy arm. It will also widen 
the distribution of profits to 
workers to stem an exodus to 
internet start-up companies. 


DaimlerChrysler is discuss- 
ing an alliance with Mitsub- 
ishi Motors which could 
lead to DaimlerChrysler taking 
a stake in the debt-laden Japa- 
nese car company. A stake of 
33.4% would cost around $1.2 
billion and give Daimler- 
Chrysler a controlling interest, 
although Mitsubishi may wish 
to remain independent; a 
combined company would be 
the world’s third-largest. 


sion hinted that it might 





block a British government re- 
gional-aid package worth 
£15am ($241m) to keep open 
BMWw-owned Rover’s Long- 
bridge car plant. The commis- 
sion also seemed ready to 
block a merger between Volvo 
and Scania, a Swedish lorry 
maker. 


End of the line 


Iridium, a satellite-phone 
company that has been op- 
erating under American bank- 
ruptcy protection for six 
months, saw Craig McCaw, a 
potential saviour, walk away 
after he had considered a re- 
financing of the beleaguered 
firm. Iridium’s creditors.can 
now look forward to a night 
sky illuminated by the com- 
pany's 66 satellites burning up 
as they fall back to earth. 


Deutsche Telekom was said 
to have made separate offers 
to acquire Qwest Commu- 
nications, an American long- 
distance telecoms company, 
and USWest, a regional 
American phone operator and 
Qwest’s merger partner, in 
deals worth a total of more 
than $100 billion. Earlier us- 
west had signalled its inten- 
tion to block any deal that 
would threaten the terms of 
its merger with Qwest. Deut- 
sche Telekom wants Qwest as 
an entry into America’s tele- 
coms market and for its long- 
distance capacity. 





Advanced Micro Devices, 
an American chip maker, 
launched what it says is the 
fastest microprocessor on the 
market, operating at 1 giga- 
hertz, 25% faster than the best 
on offer from Intel, the world’s 











largest chip maker. intel plans 
to market a similarly rapid 
chip later in the year, but such 
leading computer makers as 
Compaq and Gateway have 
already agreed to use AMD's 
component. 


In Britain bidding started for 
five licences to operate the 
next generation of mobile 
telephones, which will allow 
wireless Internet access. The 
Spanish government also 
plans to award similar licences 
to telecoms operators. Over 
the next 18 months the rest of 
Europe will follow suit. 


Highly productive 


| US producti it 
| % change on 
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American productivity 
grew at an annual rate of 6.4% 
in the fourth quarter of 1999, 
its fastest growth since 1992. 
Productivity for the whole of 
1999 was up by 3%. The news 


| may still not stop the Federal 


Reserve from raising interest 
rates later this month. 


Germany nominated Horst 
Kohler, president of the Euro- 
pean Bank of Reconstruction 
and Development, as a candi- 
date to head the IMF. Ger- 
many’s first choice, Caio Koch- 
Weser, pulled out after he was 
rejected by America. The 
White House declined to com- 
ment on Germany’s second- 
choice candidate. 


Oil hit another high, with 
berichmark Brent crude fu- 
tures for April breaking 
through $30 a barrel for the 
first time since before the Gulf 
war in 1991, and then fell back 
sharply. 























































-the face at the top will change 


JHE main significance of 
-Taiwan’s presidential 
election on March 18th is that 
the winner will not be Lee 
Teng-hui. The 77-year-old in- 
cumbent became president 
after the death of Chiang 
«Ching-kuo, the son of Chiang 
< Kaishek, who had led the 
‘Chinese nationalist forces to 
“the island of Taiwan in 1949 
_. after their defeat by Mao Ze- 
dong’s Communists. Mr Lee 
won two presidential elec- 
tions, one under a rigged sys- 
tem. inherited from the 
Chiangs and one under a 
democratic system he himself 
introduced. By giving the Tai- 
wanese the right to determine 
their own destiny, Mr Lee 
created a new sort of Taiwan 
and a whole lot of trouble 
with the mainland. 
The end of Mr Lee’s era 
will bring toa close a period of 
extraordinarily broad con- 
sensus in Taiwan. At the start 
~-Of both his terms of office, Mr Lee had con- 
vened a national conference of represen- 
tatives of all political parties, as well as aca- 
demics and lawyers, to chart the direction of 
constitutional change and political reform. 
The politics that follows Mr Lee is likely to be 
far more fractious. 

. Start with Taiwan’s democratisation. Al- 
though the larger goals were widely sup- 
ported and are now mostly accomplished, 
those that remain are controversial, none 
more so than the dismantling of the appa- 
ratus through which the ruling Kuomintang 
=. (km) has long exerted its power. The KMT 

“needs to be separated from its $20 billion 
business empire (see page 79), which it has 
used ruthlessly to fill party coffers, launder 
kickbacks and buy votes. Even if that hap- 
pens, however, it is unlikely to produce 
much bipartisan consensus. 

The kmT’s candidate may not win. He is 
o the partys current vice-president, Lien 
- Chan, whose vast government experience is 
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legacy of Taiwan's Lee 


ı Taiwan elects a new president to replace Lee Teng-hui, much more than 


compromised by the chilly disposition of a 
mandarin born to privilege. Many down-to- 
earth Taiwanese simply do not like him. 

Mr Lien has two main rivals. The first is 
Chen Shui-bian, who is standing for the 
Democratic Progressives, the main opposi- 
tion party. A former mayor of Taipei, he is by 
far his party’s most popular figure. But Mr 
Chen has two weaknesses: his relative youth 
(at 49, he is said by some to lack the maturity 
that the Taiwanese like to see in a leader), and 
his past advocacy of Taiwan’s independence 
from China. Mr Chen has since toned down 
his pro-independence views and now says 
he just wants a continuation of the status 
quo, perhaps with more Chinese trade. The 
Communist leadership in Beijing, however, 
hates Mr Chen the most. 

Mr Lien’s second rival is James Soong. He 
was a KMT leading light for nearly two de- 
cades until his ambition grew beyond the 
limits that Mr Lee, who is also the ruling 
party’s chairman, had set for it. Mr Soong has 


case is pending. - 


launched an independen 


şi 


-Mr Soong has ł 
party, then he is only one of 
many. Such. voters:are’ ut 
likely to forsake Mr Soong fi 
Mr Lien, preferring Mr Che 
instead. The kmr is now t 
ing..to campaign as if 
Soong did not exists 


Talkor invade 


Although the candid 
have presented. polici 
everything from wome 
rights to the environment, 
lations with China dom 
the election, This was. ix 
itable, given China’s bellico: 
threat last month to attack 
Taiwan if it delayed too. long 
the start of negotiations on 
reunification, Few Taiwanese 
are keen on such talks, how- 
ever. Most would rather be 
left alone, preferring China to 
modernise and change before | 
any negotiations begin. Nevertheless, all 
three candidates have adopted.a softer ap- 
proach to China than has Mr Lee. 

Whoever wins the presidency will in: 
herit a political landscape that will remain, 
at least for some time, dominated by the 
kot. This is because it controls the legisla- 
ture. The consequence for the three main 
candidates is the same: none will beas strong 
politically as Mr Lee was. 

The problem is most obvious for Mr 
Chen, who wants the ka1t’s assets to bein: 
vestigated and those that are found to have 
been acquired illegally to be confiscated. Yet 
axmr-controlled legislature would never let 
Mr Chen do anything that would seriously 
affect the interests of the party. 

The xmt’s Mr Lien may, ironically, be 
just as constrained. As his campaign has- 
gathered speed, he has seemed to grow ever _ 
farther from the political legacy of Mr Lee. 
Mr Lien is far more sympathetic to the idea of 
unification than his mentor. Yet Mr Lee may. 
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BEUING 


ITHall the comforting regularity of a 

favourite ritual, China’s parliament, 
the National People’s Congress (NPc), met 
on March sth to begin its once-a-year ses- 
sion. The 3,000 delegates sat listening to 
speeches from top government officials 
who harped on familiar themes, described 
familiar problems and, for the most part, 
offered familiar but vague solutions. There 
was a bit of extra spice as police did their 
best to head off quiet demonstrations by a 
few followers of the banned Falun Gong 
meditation movement. 

However, this year’s session did serve 
as an opportunity for Chinese leaders to 
continue taking rhetorical pot-shots at Tai- 
wan, which holds a presidential election 
on March 18th, just three days after the Nec 
winds up its business. Last month, the 
mainland government warned Taiwan 
thatits patience on reunification was wear- 
ing thin, Several speakers weighed 
in at the npc. President Jiang Ze- 
min, General Zhang Wannian, 
speaking for the army, and the 
prime minister, Zhu Rongji, all 
chimed in, warning of the doom 
that would greet any Taiwanese 
move towards independence, or in- 
deed if Taiwan continued foot- 
dragging on reunification talks. 

Backing up the bluster was a 
steep rise in defence spending. 
Though much military spending is 
not revealed, the official figure for 
2000 will rise by 12.7%, to $14.6 bil- 








Almost more of the same from China 


lion. The military budget has had similar 
annual rises for the past decade, and west- 
em analysts say it will need them for an- 
other decade before China can realistically 
hope to put much fear into Taiwan by 
threatening to invade. 

Strong language on the never-ending 
battle against corruption was likewise 
backed up with action. Mr Zhu bluntly ad- 
mitted that the government had failed to 
end corruption, and he promised that all 
major cases would be prosecuted, “no 
matter which department or who is in- 
volved”. Exhibit one was Cheng Kejie, the 
NPC’s own vice-chairman, who instead of 
attending this year’s session was being in- 
vestigated for taking bribes. Exhibit two 
was Hu Changqing who, convicted of us- 
ing his position as deputy governor of 
Jiangxi Province to earn $650,000 in bribes, 
was executed on March 8th. 





Jiang fingers a small island 





well remain as Kmr chairman until August 
2001, and therefore stay in a position from 
which he would wield considerable power. 

As for independent Mr Soong, his pro- 
blem is a mixture of MrChen’s and Mr Lien’s. 
Like Mr Chen, he will lack control of the leg- 
islature. But to consolidate his power he may 
have to mounta bid to take control of his old 
party. For that he will need the support of 
many KMT members and alsoa lotof money. 
It is not the sort of manoeuvre that is likely to 
succeed if at the same time he is threatening 
toshake up the ruling party. 

All this suggests that the kmrt’s ever-in- 
creasing corruption remains unchallenged. 
The talk in Taiwan is of “black money”, by 
which people mean the nexus of political 
power, state funds and organised crime that 
rules the island. Some legislative committees 
have become dominated by former gang- 
sters who use their clout over government 
departments and state-owned businesses to 
line their own pockets or those of their 
friends. Having earned high praise for avoid- 
ing the financial whirlwind which tore 
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Mr Zhu’s message continues to go | 
down well among ordinary Chinese, who 
are fed up with corruption and who sus- 
pect that it often goes unpunished, espe- 
cially at the upper levels of officialdom. Al- 
though Mr Zhu seems to remain the best 
liked and most respected member of the 
leadership, it has lately become obvious 
that the masses are no longer ready to give 
him the uncritical benefit of the doubt. | 

It was with a good deal of excitement, | 
and some promise too, that the nec two 
years ago installed Mr Zhu as prime minis- 
ter. His blunt talk and assertive, can-do 
manner struck people as being fresh and | 
different. His appointment inspired hope | 
that some of China’s most stubborn pro- | 
blems, notably corruption and the reform 
of state-owned enterprises, were about to 
be tackled by someone with backbone 
enough toget results. 

The trouble is that China’s economic 
growth rate has slowed dramatically. Last 
year GDP grew by about 7%, which is not 
high by China’s standards, especially as 
the figure is probably inflated. Even | 
though it means the country man- | 
aged to fend off the worst effects of | 
the Asian financial whirlwind that | 

| 


struck two years ago, both the slow- 
down and China’s own incalcula- 
bly huge inertia have worked 
against Mr Zhu. He has fallen far 
short of the ambitious goals and 
timetables he set himself two years 
ago. It was prudent, perhaps, that 
for the first time in China’s Com- 
munist era the government at this 
year’s Nec declined to set a precise 
target for economic growth. 





through the region devastating many econo- 
mies two years ago, Taiwan now risks incu- 
bating the kind of crony capitalism, influ- 
ence peddling and misdirected financing 
that laid low its neighbours. 

The combination of a weak president, 
the slowing of reform and the growing influ- 


Indonesia 


ence of black money does not bode well, es- 
pecially in the light of China’s military mod- 
ernisation (see above). The departure of Mr 
Lee marks the end of a period of democratic 
reform in the face of mounting hostility from 
across the Taiwan Strait. It may yet mark the 
end of Taiwan’s golden age. 

eee 


Now Aceh takes a beating 


BANDA ACEH 


Are Indonesia’s security forces trying to orchestrate violence in Aceh, just as 


they did in East Timor? 


ILK is paid back with poison, they say 

in Aceh, Indonesia’s most westerly 
province, from where an abundance of nat- 
ural resources provide succour to the rest of 
the country. Soldiers set fire to shops and 
houses this week in their latest attempt to 
crush Aceh’s separatist guerrillas and pre- 


vent the province from breaking away. Crit- 
ics fear the aim is to cloak the region with a 
security blanket under which torture and 
killings can be carried out with impunity. 
According to some reports, several hundred 
people have been killed so far this year. 

The security forces are smarting from 
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President Abdurrahman Wa- 
hid’s refusal last November to 
order martial law. Instead, he 
agreed only to a crackdown, 
which is supposed to flush the 
rebels out of their hiding-places, 
often in small villages. Civilians 
are not meant to be among the 
army’s targets. 

Ordinary Acehnese tell a dif- 
ferent story. They talk of soldiers, 
often with their faces daubed in 
warpaint, marching into vil- 
lages, menacing locals and sin- 
gling out innocent people for 
punishment or killing. Random 
identity checks and detentions 
have become a daily hazard. 
Nurdin Rahman, who repre- 1 
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sents an aid group, says that, al- 
though the rebels are far from blameless, it is 
the police and the army whoare responsible 
for most of the atrocities. 

Human-rights workers say the scale of 
the outrages, including rapes and abduc- 
tions, has not been seen before, noteven dur- 
ing the nine-year operation which earlier 
tried to crush the rebels of the Free Aceh 
movement. That operation earned the secu- 
rity forces the hatred of many Acehnese. 
Since it ended, in 1998, the fighting has spread 
as more has been revealed about the horrors 
of the past. All of Aceh is now being affected 
by the unrest. 

The security forces are trying to prevent 
news of their behaviour filtering out. On 
March 6th, Amnesty International said that, 
as in East Timor last year, “anyone who re- 
ports on the human-rights situation is being 
targeted and driven away to ensure that 
there are no witnesses to the excesses of the 
security forces.” 

The police say the new campaign is 
working. Others doubt it will be any more 
successful than the previous one, and will at 
best force the rebels to regroup. “There is 
only one way now. Wahid must withdraw 
all soldiers and police from Aceh now and 
Free Aceh must lay down their arms,” says 
Mohammad Nazar, a young graduate cam- 
paigning for a vote on self-determination in 
Aceh, similar to that held in East Timor. 

Such calls will fall on deaf ears. Although 
Mr Wahid seemed to support such a referen- 
dum soon after he became president in Oc- 
tober, he has since ruled it out. Now police 
have taken down most of the posters de- 
manding a referendum, except in areas 
where their removal might provoke a riot. 
Last November, several hundred thousand 
people took to the streets of the provincial 
capital, Banda Aceh, to demand a vote. As in 
East Timor, the result would probably be 
clearly for independence. 

Aceh remains the most delicate problem 
facing Mr Wahid’s awkward coalition gov- 
ernment. Despite plans to provide the prov- 
inces with greater autonomy, a lasting sol- 
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ution looks distant. The Acehnese, mostly 
devout Muslims, played a crucial role in In- 
donesia’s own struggle for independence. 
Leading politicians, such as Amien Rais, the 
speaker of the country’s highest legislature, 
say its loss would be tantamount to the end 
of Indonesia as a nation. The loss of Aceh’s 
natural wealth would certainly be a major 
blow to the capital, Jakarta, which sits on the 
populous but resource-barren island of Java. 

Those leading the call for a referendum, 
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however, are mostly younger Acehnese who 
have no memory of Indonesia's 1945-49 war 
of independence against the Dutch. They 
know only home-grown repression and 
exploitation. Under Mr Wahid’s predeces- 
sor, Suharto, Aceh’s natural gas was siph- 
oned off and did little to help the province, 
where people are poorer than on Java. De- 
cades-old demands for the Islamic legal code 
to be strictly applied in Aceh have also been 
ignored, partly because the idea worries 
many other Indonesians, the majority of 
whom are Muslim but net pious. 

Neither the rebels nor the government 
has yet found enough common ground to 
start useful talks. Several attempts have been 
made to open up a dialogue with the “exiled 
head of state”, Hasan di Tiro. But these have 
failed, and anyway many separatists mis- 
trust him. He is elderly, lives far away in Swe- 
den and isan unlikely leader. 

The armed forces have threatened to 
fight to the last man to keep Aceh part of In- 
donesia. In Jakarta, President Wahid may at 
last have the security forces under civilian 
control, but in the provinces they still seem 
to be running wild. In Aceh that means that, 
as the brutality continues, so the risk of dis- 
integration will grow in South-East Asia’s 
largest country. 

= — —_s 








North Korea’s price of friendship 


SEOUL 


NE way or another, other countries 
are trying to thaw out relations with 
North Korea. This week it was revealed 
that a North Korean delegation has been 
on a secret fact-finding mission to Can- 
ada. Japan said it was resuming food aid, 
which was stopped two years ago after the 
North fired a missile across Japanese terri- 
tory. Japan also hopes to establish di- 
plomatic ties with the North for the first 
time. Italy, which in January became the 
first member of the G7 industrial nations 
to establish relations, will shortly send its 
foreign minister on an unprecedented trip 
to Pyongyang, North Korea’s capital. 
Meanwhile in South Korea, the gov- 
emment’s friendship policy continues at 
a more homely level. It wants to bring to- 
gether members of families separated by 
the division of the peninsula in 1953 after 
the Korean war. One southerner in five is 
thought to have a relation in the North. 
Some have already made contact with 
family members in the North, but it is an 
expensive process. To help those who can- 
not afford it, South Korea said last week 
that it would provide up to 3m won 
($2,700) to families seeking a reunion, dou- 
ble the previous grant. 
But even this may not tempt many 






































southerners to try for a reunion. It is also 
complicated. After registering with the 
unification ministry in Seoul, you have to 
find a mediator, often an ethnic Korean 
living in China who has contacts in the 
North. In the past two years, some 10,600 
people have tried, but fewer than 1,000 
have ended up with any news. The few re- 
unions that do take place, usually in 
China, cost at least $3,060, with much of 
that going to middlemen. North Korea has 
so far allowed only six southerners to visit 
the North to meet family members. 

Just contacting a relazion over the bor- 
der may prove to be a limited pleasure. 
The northemer may request money and 
gifts, ranging from food to a bicycle. Those 
who respond may get further demands, 
for a car, even a lorry. A refusal can result 
ina sharp letter for the selfish capitalist. 

Southerners questioned by the Dong 
Ah Institute, a research firm, said they 
were worried that any relations contacted 
might find themselves ir. trouble with the 
authorities. If they failed to extort money, 
they might end up in a labour camp. 
North Korea could, of course, make cross- 
border reunion a simple matter by agree- 
ing to doa deal with the South. But for the 
moment friendship has a high price. 
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ASIA 
Malaysia 


A prince of a 
problem 


KUALA LUMPUR 


T IS a question in desperate need of an an- 

swer. What everyone in Malaysia wants to 
know, including the prime minister, Ma- 
hathir Mohamad, is whether Tengku 
(Prince) Razaleigh Hamzah will mount a 
challenge for one of the top two posts in the 
ruling United Malays National Organisation 
(UMNO). The prince may respect the stern 
advice of UMNO’s supreme council that Dr 
Mahathir and his deputy, Abdullah Badawi, 
should be elected unopposed as party presi- 
dent and vice-president respectively. These 
are powerful positions. Whoever rules 
UMNO rules Malaysia; it has long been that 
way. But on March gth the prince hinted he 
would ignore the advice. 

The possibility of his making a challenge 
to the leadership has already stirred up the 
ruling party. A number of senior ministers 
and state premiers have proposed that 
Tengku Razaleigh should be nominated for 
one of the party's three junior vice-presiden- 
cies, rather than threatening what a state of- 
ficial calls “another internal crisis”. 

What this means is that, unlike the result 
of last November's general election, in which 
everyone knew Dr Mahathir's coalition 
would be returned to power, the outcome of 
the umno party polls in May will be less pre- 
dictable. The uncertainty is intensified be- 
cause UMNO lost many voters last Novem- 
ber in the traditional Malay heartlands to 
pas, the Islamist opposition party, even 
though the coalition umno dominates won 
its traditional two-thirds majority. ras now 
controls two states, Kelantan, which is 
Tengku Razaleigh’s home state, and Tereng- 
ganu. The reason UMNO lost so much sup- 
port is widely put down to Malaysians’ dis- 
gust at the persecution of Dr Mahathir’s 
former deputy, Anwar Ibrahim, who has 
been jailed for abuse of power and is at 
present standing trial for sodomy. 

The umno party polls are now being 
seen by both local and foreign pundits as the 
most significant since 1987. In that year, Dr 
Mahathir was challenged for the party presi- 
dency by Tengku Razaleigh. The prince lost 
narrowly and was banished to the political 
wilderness. He was brought back into the 
fold, it was thought, to help umno win Ke- 
lantan. Although Tengku Razaleigh won his 
own seat, he failed to deliver the state. 

The euphoria of the election victory last 
year was quickly overwhelmed by what one 
party insider describes as a climate of “ner- 
vousness” and discontent with the leader- 
ship. The hope that the umno conference 
and polls would help boost morale seems to 
have been dashed by Dr Mahathir’s insis- 
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tence on “party unity” and therefore nochal- 
lenges to the leadership. 

Yet a former deputy prime minister, 
Musa Hitam, does not seem to agree. He told 
the Star newspaper that unchallenged lead- 


ers “might get this false feeling that they are 
infallible, that they can do no wrong”. The 
party’s younger members believe UMNo’s 
future is now at stake, especially with many 
young professionals turning to ras. The 
youth wing of umno has already withered. 
Yet still the government clamps down. 
Since its circulation soared, PAs’s party's 
newspaper, Harakah, has had its licence re- 
vised to restrictits publication to only twicea 
month from twice weekly. Astro, a satellite- 
television service, is also being got at. In a 
new twist to Dr Mahathir’s previous attacks 
on western cultural imperialism, it has faced 
a campaign accusing it of dispensing the 
“yellow culture” of regional Chinese broad- 
casters—a reference to some Hong Kong sta- 
tions. The light entertainment provided by 
an Indian Tamil service, Vaanavil, has also 
been criticised for its “song-and-dance” val- 
ues. Even more sinister is a campaign by the 
premier of the southern state of Malacca to 
end the contracts of opposition-supporting 
professionals, such as doctors and lawyers. 
Not the stuff of a self-confident democracy. 
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NSCONCED in a luxury hotel in Ma- 

nila late last year to attend a big meet- 
ing of other South-East Asian leaders, the 
Sultan of Brunei, Hassanal Bolkiah, and 
his entourage kept the staff busy, as befit- 
ting any head of state. Particularly busy 
were the bellhops hauling large quantities 
of shopping up to the presidential suite. 
Life it seems, remains good for the family 
that has ruled the tiny oil-rich sultanate 
for 600 years. 

Perhaps not as good as it was. On 
March 5th, a notice which appeared at 
Brunei’s High Court announced that the 
sultan was suing his youngest brother, 
Prince Jefri Bolkiah, and 71 others for the 
misuse of public money. Prince Jefri’s as- 
sets were also frozen, although it was not 
clear whether that included the 2,000 cars, 
17 aircraft and a luxury yacht called Tits, 
which he is also said toown. 

The money is alleged to have been im- 
properly withdrawn from the Brunei In- 
vestment Agency, which invests income 


Brunei's brawling brothers 


from the sultanate’s vast oil and gas riches 
for the day they run out. Prince Jefri was 
the head of this agency and finance minis- 
ter until he fell out with his brother. This 
followed the collapse in 1998 of Amedeo, a 
conglomerate run by Prince Jefri, with 
debts put at around $6 billion. Prince Je- 
fri’s people say he will defend the action. 

That the feud has come out into the 
open is not the only remarkable event in 
this secretive country. Last month, the 
Brunei Economic Council said the econ- 
omy was unsustainable. It is apparently 
becoming less easy to support Brunei's 
300,000 people, most of whom work for 
the government, simply on revenues from 
oil and gas. Unemployment is rising and 
many school-leavers are unable to get 
jobs, The economic council has recom- 
mended a series of reforms, such as pri- 
vatisation, an end to subsidies and more 
competition in the oil and gas industry. 
Even Brunei, it seems, has to acknowledge 
that Asia’s playboy days are over. 
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“IMD was our springboard 
and it still maintains 
our momentum” 









Hans van der Velde 4 

President & CEO Visa International EU £ 
Alumnus of 

Seminar for Senior Executives, 1991 
(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 









Matti Alahuhta 

President Nokia Mobile Phones 
Alumnus of 

Managing Corporate Resources, 1989 
Orchestrating Winning Performance, 1995 







Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile 


Phones have a lot in common. 


They both have international careers that benefited from attending a senior general 


management program at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 


Both these top executives are convinced about the high return on the investments they have made in executive 


education. 


If you want to capitalize on your leadership potential and give your company a leading edge you should 


carefully consider attending one of IMD's senior executive development programs, some of which are shown below. 


Breakthrough Program 
for Senior Executives 
Corporate growth and personal effectiveness 
2-week general management program for 
international managers at executive committee, 

group or divisional level who aim to lift the 

business to new levels of value creation 

Starting dates: June 5 or October 9, 2000 


International Program 

for Board Members 

Boards in Transition 

3-day forum for new and experienced members 
of main boards. Examines the growing pressures 
to change the functioning of boards, their role, 
operation and composition. 

Starting date: May 3, 2000 


Program 

for Executive Development 

Preparing fast-moving managers for the next big step 
10-week comprehensive general management program 
for upper middie managers. Can be extended into 

an Executive MBA. 

Starting dates: July 14 or October 9, 2000 


STRERATION SE 


Real World. Real Learning’ 


Managing 
Corporate Resources 


Driving business unit success and shaping corporate futures 


3-week general management program, 
incorporating company projects, 

for experienced executives who formulate 

or implement business unit strategy. 

Starting dates: May 8 or October 30, 2000 


Orchestrating 

Winning Performance 

Global business forum for the 3rd millennium 

6-day theme-based program for individual managers 
and teams. Offers personal selections 

of subjects from multiple electives. 

Starting date: June 28, 2000 


Please contact Ms. E.C. Pebody at the International Institute for Management Development, Lausanne, Switzerland 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Wabsite: http://www.imd.ch 


ta MAGIC porx 


Ms. Pebody would also be pleased to inform you about IMD's Executive MBA program. 
For information about our full-time MBA program, contact 
Tel: +41 21/618 02 98 Fax: +41 21/618 0615 E-mail: mbainfo@imd.ch 


The opportunity: Europe. 
The investment: Newton. 


e Restructuring, consolidation, attractive 
valuations. Continental Europe remains an 
attractive investment theme for 2000. 


e The Newton Universal Growth Fund 
Continental European Equity Fund has an 
award-winning performance record. Return 
over 3 and 5 years as at ist December 1999 ona 


bid to bid basis is as follows:* 


Newton Universal Growth Fund Continental 
European Equity Fund 


Three Years 100.73% 








Five Years 218.53% 


66 We believe that Europe offers some of the 
world’s most promising opportunities for 
enhanced returns through 2000 and that the 
Newton Continental European Fund continues 
to be well placed against this background.99 


For more information contact Rachael 
Glover Wright in Jersey: 


Tel (+44) 1534 285707 
Fax (+44) 1534 285751 


or Connie Fung in Hong Kong on: 


Tel (+852) 2824 8423 
Fax (+852) 2824 8076 
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“We have a single aim at Newton: to increase the real wealth of all of our clients.” 





UNITED STATES 


Super Tuesday, Ash Wednesday 


WASHINGTON, DC, AUSTIN AND LOS ANGELES 


This week’s result has left Al Gore and George W. Bush firmly in control of 
their own parties; but it also raises fundamental questions about the future of 


the centre in American politics 


UPER Tuesday was also Mardi Gras, 

traditionally a day of mindless celebra- 
tion before a long period of repentance. 
George W. Bush and Al Gore have much to 
celebrate, but also much to regret. 

By winning every state, mostly by huge 
margins (see table on next page), Mr Gore 
knocked Bill Bradley out of the race and put 
himself in unquestioned command of the 
Democratic Party. He also finished first in the 
crucial beauty contest part of California’s 
primary (a general-election-like match in 
which everyone could take part and all can- 
didates, Democrat and Republican, were on 
the same ballot). 

Mr Bush did not quite do that much, He 
has failed to respond adequately to John 
McCain's central message—that America’s 
political system needs to be purged of the 
corrupting influence of money. But Mr Bush 
has won 617 of the 1,034 delegates needed to 
win the Republican nomination—and he 
should pick up 300 more next week when 
Texas and most of the remaining southern 
states vote. 

To stay in the race, John McCain needed 
to win at least 250 delegates on Super Tues- 


Bush is back... 5 
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day—a target that required victory in New 
York, four of the five New England states, 
and a close result in at least one other big 
state, such as Ohio. He fell far short, winning 
fewer than 150 delegates. Outside New Eng- 
land, Mr Bush won every state, often by wide 
margins even in “open primaries” (where in- 
dependents and Democrats could vote) and 
he finished ahead of Mr McCain in Califor- 
nia’s beauty contest. 

The trouble is that in winning over their 
parties Messrs Bush and Gore have not done 
much more than allay their own partisans’ 
fears about their limitations. Neither has yet 
shown much ability to attract independents 
or members of the other party. 

Mr Gore has certainly transformed his 
appeal to Democrats. Last September, Bill 
Bradley was pulling ahead both in opinion 
polls in New York and New Hampshire and 
in the more important race to raise money. 
Mr Gore was struggling with a campaign 
staff that was fractious and bloated and a 
campaign manner that was stilted and con- 
descending. “Nothing is wrong with Al 
Gore”, said Senator Daniel Patrick Moyni- 
han, “except that he can’t be elected.” 


. and I’m waiting for him 


Even before Super Tuesday, Mr Moyni- 
han had changed his mind. Meeting the 
challenge from Mr Bradley has helped Mr 
Gore emerge from Bill Clinton’s shadow and 
made him a more tenacious campaigner and 
more aggressive debater. 

What it has not done is broaden his ap- 
peal beyond the core constituencies of the 
Democratic Party—the unions, minorities 
and trial lawyers. Indeed, it seems to have 
driven him further towards them than he 
used to be. Mr Gore is supposed to be a New 
Democrat. His campaign in fact has been 
more Old Democrat than it needed to be. 

In the excitement generated by the Re- 
publican race, much shameless vice-presi- 
dential pandering has gone unnoticed: sup- 
porting strikers at Boeing; promising in 
Harlem to reinstate a_racial-preference 
scheme which discriminates in favour of mi- 
nority-owned broadcasting companies; 
claiming (falsely) that Mr Bradley's health 
care reforms would hurt blacks and Hispan- 
ics; and promising “revolutionary improve- 
ments in our public schools” which turn out 
toconsist of yet more promises to build new 
schools and hire yet more teachers, rather 
than increase accountability. 

This dependence on interest groups 
shows up in the voting. Roughly two-thirds 
of those who voted for Mr Gore this week 
came from union households. These groups 
cannot be the basis for a general-election 
strategy. Only about one worker in seven isa 
union member. In 1998, the Democrats won 
the governor's race in California by 20 
points. In the beauty contest this week, Mr 
Gore beat Mr Bush by only seven, and the 
combined total of the two main Republican 
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candidates was larger than Mr Gore's 
and Mr Bradley's. Indeed, the Repub- 
licans have been much more success- 
ful than the Democrats in attracting 
voters from the other side. 

That should give Mr Bush hope. 
But, in terms of the general election, 
the Republican primaries have beena 
tale of successive missed opportuni- 
ties to define himself in a way likely to 
attract those non-Republicans. 

Ever since he announced his bid 
for the presidency, Mr Bush has been 
forced to confront one hostile percep- 
tion after another: that he took co- 
caine; that he expects to inherit the 
presidency; that he is prepared to do 
anything to win (the opposite charge, 
of course); that he is not serious 
enough for high office; and most re- 
cently, that he is a captive of the reli- 
gious right. One by one, he has con- 
fronted these charges, though with 
diminishing success. 

The cocaine charge went away of its own 
accord. Most Americans accepted that it was 
either irrelevant or false. The idea that he was 
coasting towards a coronation damaged Mr 
Bush in New Hampshire; but he has since al- 
layed fears of complacency through a no- 
holds-barred advertising assault (whatever 
else, using your rival’s sister's struggle with 
breast cancer as a weapon of attack shows a 
determination to win). Now the savagery of 
the attacks from Mr Bush's allies on the 
right—combined with Mr Bush’s notorious 
visit to Bob Jones University—have given Mr 
Gore the ideal chance to paint the Texan gov- 
emor as a captive of intolerant evangelicals. 

Yet that charge, too, may not stick. Mr 
Bush is transparently nota religious bigot. He 
has a track record of attracting support from 
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At least he showed up this time 


Latinos in Texas—hardly the hallmark of the 
intolerant right. And he was able, having run 
to Mr McCain’s right in South Carolina, to 
run to his left in New York, charging the sena- 
tor not just with failing to support breast- 
cancer research but of being uninterested in 
education and the environment. 

As for the other common accusation 
against him—that Mr Bush lacks the judg- 
ment and intelligence to be president—that 
too should be shirkable. In 1980, Ronald Rea- 
gan did not fully allay similar fears until the 
presidential contest began in earnest in Sep- 
tember. Mr Bush, who like Mr Reagan has an 
experienced team of advisors, has time tode- 
velop a reputation for sufficient depth. 

The real challenge for Mr Bush is that in 
his struggle to allay one charge after another, 
he has landed himself with a much harder 


burden in November: that he has be- 
come a composite of unpopular boil- 
erplate Republican positions. Bill 
Bennett has nicely characterised the 
battle between Mr McCain and Mr 
Bush as a race between a man who 
cannot make friends, and one who 
cannot make enemies. Mr Bush has 
been all things to all Republicans. 

One moment, he is the Com- 
passionate Conservative, stressing the 
importance of “faith-based organisa- 
tions” in social policy. The next, he is 
the Reformer with Results, bragging 
about education policy and a pa- 
tient’s bill of rights that he signed in 
Texas. A minute later, he is promising 
vast tax cuts. And then he is off to Bob 
Jones University, parading his anti- 
abortion beliefs. 

In seeking to make sense of this 
mish-mash, Mr Bush has begun to fall 
back on the familiar formulae that 
have been tested to destruction in the past 
few years of Republican decline. In his vic- 
tory speech in Austin this week—which out- 
lined the probable plan of campaign against 
Al Gore—he talked about bringing back 
honour and dignity to the White House, re- 
building the armed forces, education reform, 
and tax cuts. These are all worthy aims. But 
they are the very same themes that took Bob 
Dole to defeat in 1992. 

Last year, Mr Bush promised for a while 
to be a fresh face, to shake the Republican 
Party up. But in defending himself against a 
man who wanted toshake it up more, he has 
ended up a captive not of the religious right, 
but of Republican orthodoxy. That may be 
better, but it will not win an election. 

The primary contest has thus seen the 
triumph of two scions of the party establish- 

















| Bradley Gored, Bush fired and McCain fried 

Super Tuesday results 
Democrats "EA Republicans 
Bradley Gore Bush McCain 
Number of Share of Share of Number of Share of Share of 
delegates popular Delegate popular delegates Delegate popular Delegate 

State at stake count vote, % count vote, % at stake count vote, % count vote, % 
California 367 59 18 (9)* 308 81 (35)* 162 162 60 (28)* 0 35 (23)* 
Connecticut 54 24 42 30 55 25 0 46 25 49 
Georgia 77 13 16 64 84 54 54 67 0 28 
Hawaiit 33 tba tba tba tba - - -= - -= 
Idahot 18 6 35 12 61 - - - - aiy 
Maine 23 10 41 13 54 14 14 51 0 44 | 
Maryland 68 21 28 47 67 31 31 56 0 36 
Massachusetts 93 36 38 57 60 37 0 32 37 65 
Minnesotat = - - = - 34 21 62 6 17 
Missouri 75 21 34 42 65 35 35 58 0 35 
New York 243 85 34 158 65 101 66 51 26 43 

| North Dakotat 14 3 22 11 78 - - - - - 

| Ohio 146 34 25 112 74 69 63 58 0 37 
Rhode Island 22 9 4) 13 57 14 0 36 14 60 
Vermont 15 6 44 9 55 12 0 36 12 61 
Washingtont o tba tba tba tba 37+ 7 58 5 38 
Sources: Associated Press ABC *Californian non-partisan primary results "Caucus #25 to be announced 
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with Bank of Scotland’s 2 Year Bond. At a rate of 7% *AER/Gross, 


Tel +44 1624 644040 
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we offer an attractive return for your money: And with our competitive 
range of bond products, there's absolutely no risk to your capital 


or your interest, So you know exactly what you're going to get back. e-mail offshore_enquiries @bankofscotland.co.uk 
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Business isn't business-as-usual anymore. 


When you attend a general management program at Kellogg, you become part of one of the world's best 
institutions for managerial studies. Our courses are constantly evolving to keep pace with the ever-changing 
challenges you face. And unlike other schools, you'll learn from the leading thinkers and educators in today's 
business world. Our programs are taught by senior Kellogg faculty; learned professionals who are at the very top 
of their disciplines. Our integrated approach to learning will give you the edge you need and the skills for your 
expanding leadership and managerial role. 


Advanced Executive Program June 18 to July 14, 2000 


Designed specifically for general managers and senior functional executives who soon will have general management 
responsibility. Participants come from a wide variety of industries and countries and have 15 to 25 years of broad 
management experience. The program emphasizes general management skills with a strong focus on strategy development 
in a highly competitive, uncertain global environment. Change management and leadership are also emphasized. 


SCT AAT Ta d eT ici April 30 to May 19; July 16 to Aug. 4; or Oct. 1 to 20, 2000 


Offers executives a broad perspective on the functions of management and a fuller understanding of the concepts and 
tools required for higher-level responsibilities. Participants should have 10 or more years of experience with the potential 
for senior-level management in either staff or line positions. It is also an ideal program for entrepreneurs and owners of 
small companies. 


For more information, visit our Web site at www.kellogg.nwu.edu 
e-mail us at ExecEd@nwu.edu 


fax us at 847-491-4323 or 
call us at 847-467-7000 Today! 


‘aie ite School of Management Kellogg Executive Education Programs 


Symbol of Achievement 


The Chartered Financial Analyst (CFA’) designation. 
A measure of excellence among investment practitioners. 
Proof of a career-long commitment to the highest standards 
of professionalism and ethics. By earning the right to use 
the coveted CFA initials, charterholders join an elite corps of 
leaders in the investment community. All dedicated to 
professional competence and service — for the benefit of 
their clients and their employers alike. 


The Association for Investment Management and Research 
sponsors the CFA program, along with professional development 
services for over 38,000 members in over 90 countries 
around the globe. All designed to promote integrity and 
knowledge among investment professionals worldwide. 


GSAIMR’ 


SETTING A HIGHER STANDARD 


For more information and a free brochure, call 1 804-951-5499 or visit www.aimr.org. 








ments, wedded to their party’s traditional 
< positions. Neither is clearly the better candi- 
date: Mr Gore has greater experience and is a 
better debater. He benefits from the strength 
of the economy (assuming it continues), 
from popular satisfaction with the adminis- 
tration’s policies and from a relatively united 
“party. Mr Bush can pose as a Washington 
outsider (always an advantage), and is un- 
tainted by President Clinton’s personal 
shortcomings. Both have appealed more to 
loyal soldiers in their own ranks than to in- 
dependents. What will be a close and grimly 
fought battle will, as usual, turn on who is 
more successful at appealing to the centre. 
But there is something unusual about the 
centre of politics this year. Galvanised by 
“open primary” election laws, Americans 
< have been going to the polls in unprece- 
dented numbers. In California, the tumout 
= was nearly 7m, 40% higher than in 1996. In 
Michigan in 1996, 500,000 people showed up 
to-vote in the Republican primary. This year, 
1.2m did. Turnout doubled in South Caro- 
lina. After years of declining interest in elec- 
| tions, more Americans may be getting re-en- 
-gaged in public life, at least for the moment. 
‘What is striking about this increase is 











that itcontains within it evidence that anew 
centre is emerging in American politics, dif- 
ferent from the independents and floating 
voters of the past. In the 1980s and early 
19908, independents tended to be blue-collar 
workers, socially conservative and heavily 
unionised. The new centre is different. 

Where the Reagan Democrats were 
somewhat prudish, the new group is toler- 
ant. A recent poll by Mark Penn, a Demo- 
cratic. pollster, found that self-defined inde- 
pendents are right of centre on all policy 
issues except social ones: they oppose con- 
servative views on school prayer and abor- 
tion, and favour more ethnic diversity. 
Where the supporters of Ross Perot were 
unionised workers in industrial jobs, “wired 
workers” comprise as much as a quarter of 
the vote in some states—the first sign of the 
political influence of the Internet economy. 

The big questions are whether the estab- 
lished parties can appeal to this new centre 
in the general election and, if not, what will 
happen to it. The parties themselves think 
they can capture the new voters. As the prim- 
ary season has worn on, Mr Bush increased 
his share of the independent vote, from 19% 
in New Hampshire to 41% in California. 







the race has been won bythe twocandidates 
who did least to appeal to the independents. 
And the parties have never chosen their can- 
didates so early in a contested election sea- 
son, which will make it harder for new vot- 
_ers—indeed for anyone—4o sustain interes 
Perhaps most important, much of th 
electorate has been galvanised by one man, 
John McCain. The emergence of the new. 
centre did not depend on him, But his de- 
mands for reform of America’s money-pol 
tics appealed strongly to these voters. So un- 
less he runs as: Mr Bush’s vice president or 
{still less: likely) as an independent, many of 
thenew voters may stay homein November, 
But that does not necessarily mean 
will disappear from politics altogeth 
took Ronald Reagan two attempts to rema 
the Republican Party in the 1970s: It took Wi 
liam McKinley and Teddy Roosevelt tw 
presidencies to do the same durin i 
dustrial revolution. The first attempt t 
peal to the new centre may have faile Bu 
there will be another. 


















Winners and losers 

“He was grinning so broadly I thought he 
might eat the camera.” 

Slate’s David Plotz on George W. Bush 

“He won. Llost.” 

| Bill Bradley 


kk 
Optimistic chorus of the week 
“We get knocked down, but we get up 
again.” 
From “Tubthumping”, a song chosen at 
McCain “victory” party in Los Angeles 
kak 
Politics.com 
Arizona Democrats made history by be- 
coming the first Americans to vote over the 
Internet ina legally binding election. 
kek 
Politics.con 
In a series of advertisements in New York 
state, Bush supporters lambasted John 











McCain for voting against breast-cancer 
research and not caring about the environ- 
ment. Mr Bush’s own state, Texas, has one 
of the worst records in the country on both 
counts. Mr McCain, whose sister had 
breast cancer, voted against the research 
money only because it had been smuggled 
into a military spending bill. 

wok 
Bushism of the week 
A Canadian comic, Rick Mercer, posing as 
a reporter, informed George Bush that the 
Canadian prime minister, “Jean Poutine”, 
had endorsed him. “I appreciate his strong 
statement,” said Mr Bush, “he understands 
I believe in free trade.” Canada’s prime 
minister is Jean Chrétien; Poutine is apop- 
ular fast food in Quebec, involving gravy 
and cheese curd; foreign prime ministers 
do not tend toendorse American presiden- 
tial candidates. 

wok 
Magnanimous gesture of the week 
Jerry Falwell, whom John McCain de- 
nounced as an “agent of intolerance”, said 
that “Senator McCain would make a great 
presidential running mate” for Mr Bush. 

woe 
Morning in America 
“We're doing real good. We're eating every 
day”. 
Roy Sensabaugh, a retired soldier, on why 
he voted for Al Gore. Associated Press 
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versity, announced that th Pe 
end its ban on inter-racial dating (provide 
the cross-daters get their parents’ writte: 
permission). George W. Bush was criticisec 
for failing to condemn the rule when 
spoke at the South Carolina university. . 
ENN, March 3rd 





Romantic opportunity of the week (2) . 
“Gore isa babe”: spotted ata rally in Boston 
at the weekend, where, according to Asso- 
ciated Press, the vice-president sported a. 
pullover that “showed off the fruits of his 
sit-ups”. According to Amy Margolius; 
owner of the poster, “He is a babe. Hesa: 
smart and a handsome man. He’s basically. 
everything you want a man to be.” 
wk 

Romantic limitation ofthe week 

By 61% to 39%, Californians voted for Pro- 
position 22, which limits legal marriage to 
only “a man and a woman”. o] 


















4 


ia ni iaa aa 





UNITED STATES 
Affirmative action in Florida 


But look under the other Bush 


AUSTIN, TEXAS, AND TALLAHASSEE, FLORIDA 


NSIDE Florida’s legislature, he was praised 

as a visionary reformer. Outside, he was 
called a “crucifier” and a “bigot”. As Gover- 
nor Jeb Bush delivered Florida’s annual 
state-of-the-state address on March 7th, 
11,000 angry protesters on the steps of the 
Capitol in Tallahassee denounced his One 
Florida Initiative, a plan to end affirmative 
action—racial preference for non-Asian mi- 
norities—in admitting students to the state’s 
public universities. Jesse Jackson and Kweisi 
Mfume of the National Association for the 
Advancement of Coloured People were 
among those who spoke to a crowd holding 
signs reading “End Racism Now” and “Pha- 
raoh Bush: Let My People Go”. 

Their protests are unlikely to change 
things, since One Florida has already been 
approved by the state’s Board of Regents. In 
place of racial preference, the top 20% of each 
high-school graduating class in Florida will 
automatically be admitted to a state univer- 
sity. The plan’s proponents say this will set a 
more equitable standard for admission and 
at the same time increase racial diversity in 
the universities. Critics have attacked One 
Florida as a “Jeb Crow” law, claiming that 
without affirmative action 
the proportion of non- 
whites will plummet. 

If the critics look to the 
other state run by a Bush, 
Jeb’s brother George W. 
they will see that the evi- 
dence suggests otherwise. 
In 1997, after a federal court 
had outlawed race-based 
selection for its public uni- 
versities, Texas introduced 
a scheme guaranteeing uni- 
versity places to the top 10% 
of every high-school class. 
Although this was criticised 
by both the right and the 
left, it has returned the rate 
of non-white enrolment to 
what it had been before the 
court’s ruling. 

At Texas’s best state 
universities, the number of 
black freshmen is now 23% 


_ higher than the figure in 1996, and the pro- 


portion of blacks in all state universities, a 
tenth, isalmost the same as the proportion of 
blacks in Texas as a whole. The 10% rule has 
brought in recruits from high schools in rural 
and other poor areas where the percentage 
of those going to university has always been 
very low. 

But getting into university is one thing, 
graduating from it is another. The critics of 
the 10% plan say it will dumb down the uni- 
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Student, revolting 


versity system. Since the “Talented 10” are ad- 
mitted without any standardised tests being 
taken into consideration, it is argued, en- 
trants from less rigorous high schools will 
not be able to keep up with those from better 
ones, There are so far no reliable drop-out 
data; but, ominously, the University of Texas 
is spending millions of dollars on remedial 
programmes to help students at the greatest 
risk of dropping out. 


End insight 
Although some opponents of affirmative ac- 
tion criticise the Texas and Florida projects as 
mere half-measures, others are delighted 
that a step has been taken in what they con- 
sider the right direction. Abigail Thernstrom, 
a fellow at the Manhattan Institute and a 
critic of racial preference, says that the two 
states have started to tackle the central pro- 
blem: how to end unpopular racial quotas 
while preserving racial diversity at America’s 
universities. She is still worried, though, that 
Florida’s 20% from each high school, com- 
pared with Texas's 10%, may be going too far: 
by guaranteeing university admission to a 
fifth of every high-school class, you could 
= end up damaging academic 
standards. 

Unlike Texas (and Cali- 
fornia, which recently put 
into place a 4% law), Florida 
is not taking this action be- 
cause either the courts or 
the voters have required it 
to. But a ballot initiative on 
the subject is being consid- 
ered, and Mr Bush may 
have wanted to offer his 
One Florida plan as a pre- 
emptive strike. This, he says, 
is a “third way” in the affir- 
mative-action row. 

His idea won cautious 
praise from leaders of Flor- 
ida’s minorities when it was 
introduced last November. 
But Mr Bush bungled the 
public-relations campaign 
by refusing to meet promi- 
nent black officials to dis- 
cuss the plan. This led to sit-ins and student 
protests and then the angry rally in Tallahas- 
see on March 7th. 

Many of those at the rally said they were 
there because they thought Mr Bush was be- 
ing imperiously insensitive to the concerns 
of Florida’s minorities. But the protesters 
know that affirmative action is under fire on 
both the legal and the political fronts, and 
they have little power to halt the attack. 
= 











The logging industry 


At war in the 
northern woods 


COOK, MINNESOTA 


N LOCAL mythology, the vast woods of 
northern Minnesota were once patrolled 
by a huge lumberjack named Paul Bunyan. 
He was ten times taller than the tallest trees. 
He left lakes in his footprints. He com- 
manded a crew of giant loggers, all named 
Elmer, who sharpened their axes by holding 
them against large stones rolling down hills. 
He had a huge pet blue ox called Babe, and 
could cut down an acre of trees with a single 
swing of his axe. Now, for more prosaic rea- 
sons, the lumberjack lifestyle that created 
the myth of Paul Bunyan is slowly dying out. 
Blame, in part, the environmentalists, 
who have spent the past several years trying 
to save forests from the careless hand of 
man. Because they can do little to stop log- 
ging on private property, they have focused 
their attention on public lands. Members of 
one such group, the Forest Guardians based 
in Santa Fe, New Mexico, say they want to 
preserve wilderness and water quality for 
future generations. They also argue that tim- 
ber logged on public lands is too cheap, and 
that this in turn discourages consumers from 
using recycled alternatives to freshly har- 
vested wood. Eventually, they want the 
price of timber to rise to reflect the cost of ex- 
tracting it from the wilderness. For these and 
other reasons, the Guardians and similar 
groups have appealed against hundreds of 
timber sales made across the country by the 
United States Forest Service. 

Two years ago, independent loggers be- 
gan tosee the effect of those appeals. Back in 
1986, the Forest Service approved an annual 
harvest from the Superior National Forest, 
along the Canadian border, of 97m board- 
feet. But then the environmental groups be- 
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gan tostep up their protests. Since the Forest 
Service had neither the staff nor the re- 
sources to cope with the growing number of 
appeals while also overseeing the sale of tim- 
ber on public land, it put the sales on hold 
until the appeals could be heard. In 1998, log- 
.. pers in the Superior National Forest har- 
-Vested a mere 57.2m board-feet. 
Minnesota’s lumberjacks have done bet- 
teron private land. Logging has increased by 
. 60%in the state since the 1980s, when the tim- 
ber industry moved its operations over from 





the Pacific north-west in order to avoid con- 
tinual warfare over old-growth forests and 
spotted owls, Minnesota’s most-harvested 
wood, aspen, has long cells and strong fibres, 
ideal for high-grade paper of the sort used for 
magazines and copy machines. Timber is 
now northern Minnesota’s lifeblood, an in- 
dustry worth $7 billion a year. Demand for 


wood is high, and, despite the “paperless? 


Internet, demand for paper products contin- 
ues to grow. 
Nonetheless, independent loggers have 


MYRTLE BEACH AND COLUMBIA, SOUTH CAROLINA 


ALK into a bar in South Carolina 
and you may think you have stum- 
bled upon an alcoholic Lilliput. The bar 
offers.a multicoloured array of drinks, but 
they are allin miniature, the little bottles 
they serve on airliners. Full-sized bottles 
-. | have not been available in South Carolina 
abe ince 1976;and, despite a bid tochange the 
rules; it looks like staying that way. 
~~ Back in the 19708, drinkers thought the 
“mini-bottle law a step in the right direc- 
<: ton; Previously, South Carolina’s bars and 
| --restaurants were barred from serving al- 
cohol of any kind; if you wanted to drink, 
you-had to “brown-bag” in your own 
stuff. Several states reckoned that allow- 
bars. and restaurants to sell single- 
? k bottles wasa sensible way of easing 
¿that rigidity while still keeping a rein on 
drunkenness. Now South Carolina is the 
last state with a mini-bottles-only rule. ` 
a Doubts set in when drink manufac- 
| turers switched to the metric system. That 
expanded the mini-bottles to 1.7 ounces 
apiece, instead of the old 1.5 size or the 1.25 
ounces per drink you generally get. in 
“free-pour” states. Unsuspecting tourists 
(and tourism, earning $6.5 billion a year, is 
South Carolina’s leading industry) were 
often swallowing more than they knew. 
South Carolina has a lot of traffic acci- 
| dents, even though its drunk-driving rate 
is not particularly high; and most bars and 
restaurants felt it was all getting a bit risky. 
They also found the range of drinks they 
could offer was diminishing, as the small- 
bottle-stuff manufacturers concentrated 
| onthelimited assortment wanted by their 
| chief customers, the big airlines. 

The Hospitality Association of South 
Carolina, whose members have perhaps 
the biggest economic stake in the issue, is 
trying to get the law changed. It is joined 
by local chambers of commerce in tourist 
areas like Myrtle Beach. Oddly, the pro-re- 
form coalition includes Mothers Against 
Drunk Driving, the South Carolina Baptist 
Convention, the Palmetto Family Council 
and the Christian Coalition. 
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Carolina Liquor Wholesalers Association, 


[Your health! (in small doses only) 


Even so, the chances of repeal are 
thought to be no better than 50-50. Drinks 
makers, such as Seagrams, and the South 


want to keep things as they are. They say 
that the proposed change could weaken 
state control over the distribution, qual- 
ity-control and taxation of alcoholic pro- 
ducts. Some dissident bars and restau- 
rants. also worry about this. And the 
officials who run alcohol- and drug-abuse 
programmes, who reap most of the reve- 
nue from current alcohol taxes, want tobe | 
sure their cashflow will be unaffected be- | 
fore they decide to back a repeal. 
Then there are the procedural hurdles. | 
Back in the 1970s the people supporting | 
the mini-bottles-only rule got it embed- | 
ded in the state constitution, any amend- | 
ment to which requires a two-thirds vote | 
by both houses of the state legislature, as | 
well as approval by a majority of South | 
Carolina's voters in a referendum. To add | 
to this inanity, this process can be at- | 
tempted only in even-numbered years. | 
j 

t 

| 

| 

| 

| 

f 

| 

| 





The advocates of repeal believe that 
they can pass most of these tests. The 
toughest obstacle, they say, will be in the 
state Senate, because a handful of sena- 
tors can grind to a halt bills they do not 


like. It could be several months before the 


issue begins to resolve itself. One of the op- 
timists, Thomas Sponseller, the president 


of the state's Hospitality Association, says 


that “80% of all laws pass during the last 
week of the session.” The reformers may 


need a stiff drink as that week ap- 


proaches. 


_plaint. Loggers are also taking on a great dea 










seen their margins plummet in recent years. 
Timber mills are using shorter-term co 
tracts for timber sales. Most loggers harvest 
when the land is frozen, but a run of mile 
winters has melted the logging roads and 
made it impossible to harvest the wood. 
without scarring the land—which, in turn, 
gives environmentalists more cause for com- 







of debt to buy more efficient equipment. To 
pay off the debt, they need aconsistent cas 
flow. But there’s the rub: they have to wait fo 
the Forest Service to sort out the. appeals. 
against public sales of timber. Waiting c 
them monéy, Meanwhile,somé timber mills 
are importing cheaper wood, with some 
the qualities of aspen, from Canada: 

The -timbermen’s. frustration reached 
boiling point last October, when members 
of the Associated Contract Loggers took the 
advice of a` Twin: Cities lawyer, Stephe 
Young, and filed suit against environmental- 
ists and the Forest Service. They claimed that 
the Forest Service was too busy considering 
énvironmentalists’ appeals to push through 
sales of timber, and that the delay cost them | 
money. They sought compensation for up to 
$600,000in lostincome, and asked the Fore 
Service to ignore future appeals from env: 
ronmentalists unless their pleas reflected: 
compelling national interest. 

They then went further. Mr Young 


-plained that the Forest Service had be 


manage its lands according to the tene 
movement called Deep Ecology, wh 
pouses a set of beliefs drawn from variot 
philosophies and eastern religions. “Dee 
Ecology”, wrote Mr Young, “wants peopl 
have a come-to-nature experience instead of 
a come-to-Jesus,.-Allah or -Buddha experi- 
ence.as the core of their faith in this life,” Lest 
that sound too attractive, he said he wanted 
to unmask Deep Ecologists for what he say: 
they are: remnants of the communist le 
bent on creating a police state. Judge James 
Rosenbaum, unmoved, dismissed the case, 
calling it “unseemly and baseless”. 
Undaunted;.the contract loggers voted. 
to press on, despite being smirked atas back 
woods dupes led astray by a slick big-city. . 
lawyer, and despite the foolishness of pre- 
senting. all environmental. protests against 
logging practices.as part of a New Age con 
spiracy. Their. persistence, as well.as: th 
spuriousness of the lawsuit, reflects the des: 
peration that loggers feel. 
Over coffee in a little café in the town of 
Cook, Minnesota, Larry Jones, the executive 
director of the Associated Contract Loggers, 
is philosophical. Mr Jones says loggers don't 
mind following whatever guidelines: they: 
have to. They may indeed need to find other 
ways to work in the woods. But, until then, 
they want the government to-proceed as it 
once agreed todo: allow the cut at the stipu- 
lated level, and stop stalling every time the 
environmentalists ask it to. 



































The danger of dynastic politics 


UPER TUESDAY saw more than just the triumph of the two 

establishment candidates. It saw the triumph of the ultimate 
establishment principle: dynasticism. Dynasties are in retreat in 
most of the rest of the world. The Nehrusno longer rule India. Brit- 
ain is retiring its hereditary peers. Indonesia has kissed the Suhar- 
tos goodbye. But in the country that was born of a revolution 
against George 11 the next presidential election will be fought be- 
tween George n and Alberti. 

Al Gore’s father was a long-serving Senator who bullied his lo- 
cal paper, the Tennessean, into splashing the news of:his son’s 
birth on the front page. The crown prince then spent his childhood 
in Washington, pc, shuttling between his family’s suite at the Fair- 
fax Hotel and his prep school, St Al- 
ban’s, passing his current official 
residence on the way. George W. 
Bush is even grander, the son of a 
president, the grandson of a sena- 
tor and the relative, one way or an- 
other, of 15 presidents. 

Dynastic politics is hardly a 
new development in America, of 
course. The sixth president, John 
Quincy Adams, was the son of the 
second, John Adams; the 23rd pres- 
ident, Benjamin Harrison, was the 
grandson of the ninth, William. 
The Roosevelts and Kennedys are 
only the most successful of a flo- 
tilla of political dynasties that in- 
clude the Rockefellers, Tafts, Longs 
and Browns. Nor is the dynastic 
principle sweeping all before it. The 
two most important political fig- 
ures of the past two decades, Ron- 
ald Reagan and Bill Clinton, are 
both self-made men. 

That said, the dynastic principle looks as healthy today as it 
ever has, perhaps healthier. The 2000 contest will be the first all- 
dynastic race in American history and the first all-Ivy-League race 
since 1912, says Stephen Hess of the Brookings Institution. Mr Bush 
could be the first presidential son to end up in the White House 
since 1824 (and the first one ever to do so as a member as the same 
party as his dad). Newcomers are trying to start dynasties of their 
own. Hillary Clinton seeks to trade on her husband’s good name 
(if that is the word for it) to become a senator for New York. Eliza- 
beth Dole could make a bid to be Mr Bush's vice-president. 

This is only the tip of the dynastic iceberg. Senior political of- 
fices that have passed, albeit with interruptions, from father toson 
include a senate seat for Indiana and the mayoralty of Chicago. 
Rodney Frelinghuysen, a New Jersey congressman, is the sixth 
generation of his family to serve-in Congress. Members of the 
Udall family hold House seats in both Colorado and New Mexico. 
(“Vote for the Udall nearest you,” jokes one of them.) The rising 
stars of the Democratic Party include Kathleen Kennedy Town- 
send, Patrick Kennedy and Andrew Cuomo, the son of a former 
governor of New York and the husband of a Kennedy. 

The dynastic principle is proving itself more than a match for 
the new politics of race and gender. Jesse Jackson junior is the con- 
gressman for some of the grittiest bits of his father’s old stomping 
ground, Chicago; two of the most prominent Latino members of 
the House, Charles Gonzalez and Lucille Roybal-Allard, are the 
offspring of former congressmen. It is so common for wives to in- 





herit political perches from their husbands when they die—as 
Mary Bono did when Sonny died in 1998~-that there is an aca- 
demic study of the phenomenon entitled “Over My Dead Body”. 

Politics has simply discovered what soap-powder manufac- 
turers have known for years: the value ofa brand. People who have 
earned fame in their own right--such as J.C. Watts and Bill Bradley 
in sports and Bob Kerrey and John McCain in combat--are now 
much sought after. But a family name carries much the same ring. 
And Washington princelings, no less than their Windsor equiva- 
lents, can also draw on early training and powerful connections. 

As a child, Mr Gore chatted with his father about monetary 
policy rather than baseball, attended hearings of the transport bill 
that created the interstate highway 
system and, on one occasion, sat on 
Vice-President Nixon's lap while he 
presided over the Senate. Mr Bush 
learned how to fight dirty from one 
of his father’s less respectable 
friends, Lee Atwater; he also inher- 
ited much of his father’s political 
machine, including his chief strate- 
gist, Karl Rove. 

Itis hardly unusual for children 
to follow their parents into the fam- 
ily business. And it is a little churl- 
ish to complain that rich kids are 
going into politics rather than frit- 
tering away their family fortunes, 
particularly given the dearth of tal- 
entin the public sector. 

There is no question that the 
dauphins have to prove themselves 
in hand-to-hand combat. Dynas- 
ties that lack the stomach for the 
fight quickly disappear from the 
political stage. (One of America’s 
great autobiographies, “The Education of Henry Adams”, is a 
meditation on this loss of appetite and influence.) Al Gore was 
thoroughly humiliated when he ran for his party's nomination in 
1988, and has suffered plenty more humiliations in his eight years 
as Bill Clinton’s understudy. Mr Bush has been bloodied by John 
McCain, just as his father was bloodied by Bob Dole in 1988. Many 
a great feudal name was founded on a great crime and maintained 
from generation to generation only by exquisite acts of treachery 
and sycophancy. Messrs Bush and Gore have preserved that tradi- 
tion by proving that they are willing to do whatever it takes, how- 
ever despicable or duplicitous, to win office. 

Yet it is hard not to worry about the continuing power of 
America’s dynasties. Neither George 1 nor Albert 11 is a natural 
politician, in the way that Ronald Reagan and Bill Clinton clearly 
were, Neither has, as yet, found a compelling political vision, be- 
yond furthering the interests of the party machine and pleasing 
their fathers. And both can be a little smug. Jim Hightower’s quip 
about George senior—“he was born on third base and thinks he hit 
a triple”—is even truer of his son and his opponent. 

Americans are worryingly detached from the political process, 
voting in much lower numbers, proportionately, than people in 
most other democracies. They may become more detached still if 
the highest offices are monopolised by a charmed circle of fam- 
ilies. And voters could become not just detached but disgusted if 
those families succeed in preserving their position because they 
are willing to descend further into the mud than anyone else. 
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... Agilent Technologies 
Innovating the HP Way 


Agilent Technologies is a subsidiary of Hewlett-Packard Company. www.agilent.com 


It’s the largest financial deal you've orchestrated to date. 


The kind with nine zeros. 


Closing it will take a multilocation video conference with your global investors. 


Not to mention a 2Gb multimedia presentation to managers 


in six countries, in real time. 


It will take genius on your part. 


It will take a faster, more reliable optical network on ours. 


That’s why Marconi is delivering the next generation network. 


Helping people achieve their moments in the sun. 


With this kind of power at your fingertips, now’s the time to ask— 


When will your finest hou f be? 





ervice 


solutions 


www. marcon!.com 





his could be your finest hour. 
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You've been greeted and seated. After take-off, 
you can choose a drink to he Ip you settle 
into the flight. A S-course gourmet meal 

awaits you, accompanied by a choice of 
award-winning wines. Meanwhile, with 
your own personal video system 
bringing you up to 18 video 
and 22 audio channels of 
entertainment, you 
could be forgiven 
tor thinking, 
“why can't 
life always 
be this 


good?” 


GOOD TO YOURSELF. FLY EMIRATES 
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A wary socialist, the 


general and Chile’s future 


SANTIAGO 


Chile’s new socialist president takes office with a narrow mandate, an 
economy only just coming out of recession and a deadlock on constitutional 
reform. And then there is General Pinochet 


VERY time Chile’s democracy tries tolook 

to the future, the country’s past seems to 
come back to haunt it. On March nth, when 
Ricardo Lagos, a 62-year-old former profes- 
sor, is sworn in before Congress as Chile’s 
new president, a taboo will have been bro- 
ken: though Mr Lagos will be the third con- 
secutive president from the centre-left co- 
alition (called the Concertacion), he will be 
the first socialist to govern the country since 
Salvador Allende was overthrown by Gen- 
eral Augusto Pinochet's 1973 coup. Yet much 
as Mr Lagos, like many Chileans, may wish 
to concentrate on other issues, such as reviv- 
ing the economy and pushing ahead with 
social and constitutional reform, he cannot 
escape the unsettled legacy of General Pino- 
chet and his dictatorship. 

People close to the general, who returned 
to Chile on March 3rd after 17 months in de- 
tention in Britain, have said that he is un- 
likely to attend Mr Lagos’s inauguration al- 
though, as a senator-for-life, he is entitled to. 
His perky performance at the welcoming 
ceremony organised by the armed forces 
was an embarrassment to the outgoing gov- 
ernment of President Eduardo Frei, which 
had campaigned for his release on health 
grounds. It was a reminder of the general’s 
talent for political meddling. But he will be 
under pressure, from conservatives as well 
as the government, to retire from politics. 
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Even so, the Pinochet issue will not nec- 
essarily fade away. He now faces some 70 
private prosecutions in Chile's courts relat- 
ing to atrocities during his 1973-89 dictator- 
ship. Mr Lagos has said that his “duty” as 
president will be “to create conditions” in 
which General Pinochet could be tried in 
Chile. But he also insists that it is up to the 
courts whether this happens. 

On March 7th, the state prosecutor's of- 
fice announced that it would become a party 
in the furthest-advanced of the lawsuits, in- 
volving the “Caravan of Death”, a group of 
army officers who travelled the country exe- 
cuting prisoners after the coup. The state’s ac- 
tion reduces the chances of the case being 
transferred to a military court. A day earlier, 
the investigating judge in 
the case had applied to the 
Appeals Court to strip the 
general of the immunity 
from prosecution he enjoys 
as a senator-for-life. Even if 
the court agrees, there are 
many further legal obsta- 
cles in the way ofa trial. 

Whatever the courts 
decide, there will be tricky 
political implications for 
Mr Lagos. A trial would 
place the government's re- 
lations with the armed 


Chile’s GDP, 
earlier 


1994 95 9% 97 
| Source: EIU 
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forces under strain. But if the cases are dis- 
missed, Mr Lagos’s left-wing supporters are 
likely to suspect a political deal, and to blame 
the government. 

To make matters worse for Mr Lagos, he 
won the presidency by an unexpectedly 
narrow margin: he was forced into a run-off 
in January by a strong conservative candi- 
date, Joaquin Lavin. He now faces two ur- 
gent political tasks. The first is to make good 
his promises to do more for Chile’s poor. The 
previous two governments tinkered only 
gently with the successful market economy 
left by the dictatorship. Mr Lagos has prom- 
ised to use government spending more vig- 
orously to improve access to health care, 
education and housing, rather than trusting 
that the benefits of growth will trickle down. 
“The market is the right place for allocating 
resources, but it shouldn't be the model on 
which society is built,” savs Mr Lagos. 

Yet at the same time, Mr Lagos has sig- 
nalled his commitment to maintaining 
Chile’s traditional prudent macroeconomic 
policies. His choice of economic team, led by 
Nicolas Eyzaguirre, the new finance minister 
and a former imrF director, has pleased the 
markets. Mr Lagos has ruled outa tax reform, 
and promises to bring the public accounts 
back into balance by 2001, 
after a deficit of 1.5% of GDP 
last year, as part of an effort 
to boost domestic savings 
10| t026%of Gpp, up from their 
present level of under 23%. 

Managing the economy 
6| will indeed require care. 
After a decade of enviable 
growth, Chile last year 
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Central America’s border order 


N RECENT years, many of the niggling 

border disputes that long plagued South 
America have been settled, as countries 
embraced democracy and co-operation. 
Notso, sadly, in Central America, where an 
outbreak of sabre-rattling and nationalist 
posturing has threatened to halt a drive to 
promote togetherness. This week, how- 
ever, peace broke out: one squabble has 
come to an agreement of sorts, and another 
will go to outside mediation. 

The first involves Nicaragua and Hon- 
duras. Twice last month patrol boats fired 
on each other in the Gulf of Fonseca, itself 
the scene of clashes over fishing rights in 
the 1980s. But the main cause of tension is 
on the other side of the isthmus: it concerns 
130,000 square km (50,000 square miles) of 
the Caribbean, and two tiny islets. Nicara- 
gua says the sea border should project 
north-eastwards from the land frontier; 
Honduras wants it to turn due east. 

Honduras sparked the fuss in Novem- 
ber by ratifying a 1986 treaty with Colom- 
bia, as part of a wider effort to fix its bor- 
ders. Nicaragua’s response was to slap a 
35% tariff on imports from both countries. 
On March 7th, under the auspices of the 
Organisation of American States (oas), the 








employment dropped to 8.4% by January, 
down froma peak of 11.5% last August. Mr La- 
gos hopes for growth of 6% this year. He 
needs it. Sustained high growth will be es- 


„sential if he is to increase social spending. 


Chile’s conservative businessmen are 
likely to give cautious backing to Mr Lagos’s 
government. Not so long ago, he was feared 
by many of them as a wolf in sheep’s cloth- 
ing. Today, many give himand his market so- 
cialism the benefit of the doubt. “Lagos was a 
wolf, but he has evolved into a very clever 
animal,” says Fernando Leniz, a business- 
man and former Pinochet minister. 

It is less clear whether Mr Lagos will get 
similar co-operation from his conservative 
opponents in his plans for constitutional re- 
form, which he argues are essential if Chile is 
to complete its protracted transition into a 
fully fledged democracy. One of his prior- 
ities, he says, is to eliminate the nine non- 
elected senators, four of them appointed by 
the armed forces, who have deprived both 
previous Concertacion governments of the 
three-fifths majority in the Senate required 
for constitutional change. Mr Frei’s attempts 
to change the constitution were thwarted by 
the opposition. If that happens again, says 
Mr Lagos, he will call a plebiscite on the issue. 

But the new president will face other 
hurdles. Municipal elections are due in Oc- 
tober, anda parliamentary one in December 
2001. A reviving economy should help the 
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two countries struck a deal: they will 
jointly patrol the two coasts, withdraw 
their forces to their positions of August and 
keep their armies at least 23km from the 
land frontier. 

The deal is a stopgap until the Interna- 
tional Court of Justice rules on the dispute, 
which is likely to take years and cost lots in 
lawyers’ fees. Richer countries could help 
with the court costs, suggests Luigi Einaudi, 
the oas’s special representative in the dis- 
pute. 

The oas has more work ahead. This 


week Nicaragua joined Costa Rica in ask- 
ing it to help in their long-standing squab- 
ble over the use of the San Juan river. The 
oas may also have to deal with a more vo- 
latile quarrel between Guatemala and Be- 
lize. In 1991, Guatemala dropped a claim to 
a large chunk of Belize, but not to a stretch 
in the south. This week Guatemala ex- 
pelled Belize’s ambassador for aiding the 
escape of three Belizean soldiers arrested 
last month. Talks between the countries 
should have been held on February 2sth, 
but were postponed—perhaps “torpe- 
doed”, said Belize’s prime minister, Said 
Musa—by the arrests. 

Petty though all this posturing is, it 












Concertacion in these elections, but its nar- 
row victory in January was a warning to it 
that voters are wearying of its rule, especially 
after six years of the dour Mr Frei. Christian 
Democracy, the most-organised of the co- 
alition’s parties, has been weakened by in- 
ternal squabbling. Mr Lagos has promised a 
government that is closer to voters, telling 
ministers that he wants to see them out and 
about, not shut up in their offices. But he 
himself sometimes seems cold and bored 
with voters. He will need to unbend if the 
Concertacion’s electoral fortunes are to 
brighten. He has much work ahead. 
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Venezuela 


Barracks growls 


CARACAS 


UGO CHAVEZ, Venezuela’s elected 

president, first grabbed the attention of 
his countrymen in 1992, when as a paratroop 
lieutenant-colonel he tried to stage a coup 
against a democratic government. Could Mr 
Chavez himself be ousted by a coup? 

Such talk seems both wildly prema- 
ture—the president is hugely popular—and 
anachronistic. But that has not stopped sev- 
eral Venezuelans from musing out loud 
about the possibility. The latest to do so was 


does damage. The six 
main aid donors help- 
ing the region to re- 
cover from Hurricane 
Mitch in 1998 are con- 
cerned that the border 
disputes may harm 
their work. Central 
America’s leaders had 
made strides towards 
trade, regional co-opera- 
tion and common institu- 
tions. With luck, they will 
now remember that, and 
stop behaving like leaders 
of banana republics. 
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Francisco Visconti, a retired air-force general, 
who took partin a second attempted coupin 
1992. He is part of a group of former officers 
who are now disillusioned with Mr Chavez. 
They accuse him of betraying their “revolu- 
tion” against Venezuela’s traditional politi- 
cal parties, and want him to ditch his alleg- 
edly corrupt civilian allies. Lamenting the 
“costs” of democracy, General Visconti this 
month said he favoured “accelerating” the 
revolution by force of arms. 

But General Visconti and his friends lack 
the command of troops. More worrying for 
Mr Chavez are warnings from a different 
group of former officers, who opposed the 
1992 coups.This month a squad of retired 
generals, colonel and admirals set up an out- 
fit called the Institutional Military Front 
(em). Their leaders include General Fer- 
nando Ochoa, who was defence minister 
when Mr Chavez’s coup was quashed. They 
claim, perhaps rightly, to represent a silent 
majority of active service officers who can- 
not legally speak out. And they have pre- 
sented a litany of complaints against Mr 
Chavez. 

Their main beef is that by politicising the 
armed forces, the president is endangering 
their unity. Mr Chavez, they point out, 
makes political speeches at military ceremo- 
nies and wears combat fatigues at political 
rallies. He persists in wearing his uniform, 
“forgetting”, they say, that his supremacy 
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over senior officers comes from his election 
to the presidency, not from his army rank. In 
addition, they grumble that Mr Chavez has 
turned the armed forces into a permanent 
branch of the social services. The fim also 
objects to Mr Chavez's order to reinstate the 
rebel officers expelled as traitors in 1992. 

Mr Chavez has given the soldiers a far 
bigger role in government than they enjoyed 
even during the military dictatorship of 
General Marcos Perez Jimenez in the 1950s. 
The naming last month of retired officers as 
deputy ministers of information and infra- 
structure added to an already large number 
of military men in senior government jobs. 

Mr Chavez’s new constitution fuses the 
armed services into a single force under a 
unified command. It also calls for their “ac- 
tive participation in national development”, 
instead of their previous “apolitical, obedi- 
ent and non-deliberative” role. Soldiers will 
now be able to vote—and perhaps be voted 
for. Mr Chavez, who recently declared that 
the difference between soldiers and civilians 
was no more significant than that between 
doctors and lawyers, says he wants to have 
serving officers among his candidates in the 
general election due in May. 

All of this shows how much more at 
home Mr Chavez still feels with the hierar- 
chical certainties of the army than with the 
messy compromises of democratic politics. 
Civilians who conspired with him before 
the 1992 attempt say that he distrusted them, 
and is intolerant of dissent. According to 
Douglas Bravo, a former guerrilla leader, Mr 
Chavez once told him: “Civilians get in the 
way. When we're in power, we'll call you.” 
Such dismissive attitudes are causing cracks 
in MrChavez’s civilian coalition. 

Mr Chavez may well feel that his popu- 
larity and rapport with Venezuelans at large 
render him invulnerable. But this degree of 
support will not last for ever. Sooner or later, 
he will find himself beholden to an army 
with some scores to settle. “The armed force 
is not the property of the president but the 
patrimony of the people,” General Ismael 
Hurtado, the new, “institutionalist” defence 
minister, noted recently. Mr Chavez has 
been warned. 
= = 





Mexico 


Free to be bad 


MEXICO CITY 


methods of control were more subtle, 

but Mexico's media long bore more than 

a passing resemblance to those of Soviet Rus- 
sia. The television covered only the good 
news, the newspapers were full of eight-col- 
umn screeds reporting inconsequential re- 
marks by minor officials, and the radio was 
saturated with government jingles. No won- 
der that for the past seven decades the Insti- 
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The shadow over the press 


tutional Revolutionary Party (pri) rarely had 
trouble winning elections or, when it did, in 
getting away with fraud. 

But Mexicoclaims to bea real democracy 
now, and the opposition has a genuine, if 
slim, chance of winning the presidential 
election on July 2nd. The media's election 
coverage will be scrutinised as never before. 
At first sight, the media, too, are much 
changed: they are more pluralist, free and in- 
dependent than ever before. Yet vestiges of 
the old ways remain. 

The secret of the pri’s control over the 
media is that it has preferred co-option to re- 
pression. Yet that makes the control far 
harder to shake off. Newspapers enjoyed 
subsidised paper, kindly tax treatment and 
floods of well-paid government advertising; 
Televisa, a private media conglomerate, was 
granted a lucrative near-monopoly over tele- 
vision in return for political loyalty. Journal- 
ists, poorly paid by their employers, de- 
pended on large bribes from the 
government departments they covered. 

Self-censorship was the norm. When it 
failed, the regime resorted to dirtier meth- 
ods: advertising could be withdrawn, audi- 
tors could swoop unexpectedly, and officials 
stirred up disputes within newspapers to 
force out inconvenient editors. On rare occa- 
sions, journalists were harassed, and even 
murdered, at official instigation. 

Since the mid-1980s, officialdom’s grip 
has gradually weakened, and the media 
have become bolder. Papers such as El Fin- 
anciero, a Mexico city business daily, and El 
Norte, a Monterrey paper (and later its met- 
ropolitan sister, Reforma), succeeded in at- 
tracting enough private-sector advertising to 
win editorial independence. 

But Mexico’s newspaper market is still 
marked by its history: with many small pa- 
pers, none has much influence among the 
mass of voters. The biggest daily, El Univer- 
sal, claims a circulation of just 153,000 in a 
country of 100m people. Many papers de- 
pend on articles paid for by the government. 

Television remains far less diverse than 
the press. rv Azteca, a state firm privatised in 
1993, has just over a quarter of the audience, 
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but the field is still domin- 
ated by Televisa. Between 
them, these two control 
most of the local television 
stations, which would be 
forbidden under American 
antitrust rules, and which 
prevents any serious com- 
petitor arising. 

In the 1994 presidential 
election, says Sergio 
Aguayo, a political scientist 
who monitors media cover- 
age, “it was a scandal how 
biased [the television sta- 
tions] were in favour of the 
pri.” That is changing. After 
analysing television and ra- 
dio coverage in January and February, the 
independent election authority found that 
broadcasters were much fairer than in the 
past, though they still gave more, and more 
favourable, coverage to the pri candidate 
than to his opponents. Televisa this week an- 
nounced that it would give all the presiden- 
tial candidates free air time. 

Archaic lawsstill restrictmedia freedom: 
tv Azteca was fined for calling for the res- 
ignation of government officials, after one of 
its performers was murdered last year. And 
media owners and editors still get telephone 
calls from officials. But they take less and less 
notice. What little government control re- 
mains is exercised more “by inertia” than by 
direct pressure, says Raymundo Riva Pala- 
cio, editor of Milenio Diario, a newspaper 
launched at the start of the year. 

Moreover, Mexico's libel law is very 
weak. This rightly encourages media free- 
dom, but in Mexico freedom too often deteri- 
orates into irresponsibility. That, however, is 
not Mexican journalism’s only fault. News- 
papers, especially, still suffer from “declara- 
tionitis”, or the notion that news is whatever 
somebody important says, even if he has 
said nothing new. Thus, for instance, El Fin- 
anciero’s main headline often tells its read- 
ers that Mexico’s banks are weak, the peso is 
strong, or an economic crisis is unlikely. 
There is an obsession with official data too: 
read or listen to a report on the arrest of a 
criminal and you will probably learn the li- 
cence number of the police car that picked 
him up, the names and badge numbers of 
the arresting officers, and the exact time that 
he was taken into custody. 

Yet, since the press has spent decades re- 
printing such data unquestioningly, cross- 
checking facts and figures is a relatively new 
practice: one bank robbery was recently re- 
ported in five different papers with five dif- 
ferent figures for the amount stolen. Codes 
of ethics have only recently been adopted, 
and whether they are being followed is un- 
certain. Mexico’s media are well on the road 
to freedom; the road to quality may prove to 
be much longer. 
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Middle East peacemaking 
reawakens 


JERUSALEM 


Ehud Barak has restarted the talks with the Palestinians. But Syria and 
Lebanon remain the Israeli prime minister’s top concern 


EACEMAKING between the Arabs and 

Israel, sickly of late, received two shots of 
adrenalin this week. On March sth, the Is- 
raeli cabinet decided unanimously that the 
army would withdraw from south Lebanon 
in July. And on March 8th, Ehud Barak and 
Yasser Arafat decided to end a month of bit- 
ter recriminations and get the stalled Israeli- 
Palestinian track moving once more. The two 
leaders beamed optimism when they met 
again on March 9th, this time in Egypt with 
President Hosni Mubarak, who has been 
assiduous in getting them back together. Ne- 
gotiations on the “permanent status” agree- 
ment, suspended last month, are to resume 
in ten days in the United States. 

By then, Israel will have completed a sec- 
ond interim withdrawal from the West 
Bank, opened a long-overdue second route 
between Gaza and the West Bank, and re- 
leased another batch of Palestinian prison- 
ers. By May. the two sides are supposed to 
have reached a framework agreement set- 
ting down the broad outlines of their even- 
tual deal. In June, Israel is to make its third 
and last interim withdrawal. By September 
13th, the two sides will, with a lot of luck, 
have concluded the final accord. 

Crises and their resolution, deadlines 
and their deferment, have been the stuff of 
Israeli-Palestinian diplomacy since 1993. But 
Mr Mubarak was echoing the Israeli intelli- 
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gence services’ own assessments when he 
warned Mr Barak by telephone last weekend 
that Mr Arafat’s position might be seriously 
endangered by the rising undercurrents of 
disaffection in the Palestinian territories. The 
discovery last week of a Hamas squad from 
Gaza holed up inside Israel, plotting acts of 
carnage, senta shiver through most Israelis. 

Moreover, everyone is aware that Amer- 
ica’s involvement in Middle East diplomacy 
willinexorably wane as the presidential elec- 
tion draws nearer. Bill Clinton needs to see 
progress very soon if he is tosustain the hope 
of peace on his watch. To this end, Mr Barak 
and Mr Arafat have both made concessions, 
under the indefatigable prodding of the 
American diplomat, Dennis Ross. 

Several Israeli ministers are claiming 
credit for the new movement on the Pal- 
estinian track. But people who purport to 
know the prime minister's thinking insist 
that Mr Barak is still concentrating on the 
north, still determined to bringa peace treaty 
with Syria and its client, Lebanon, to a victo- 
rious referendum vote before he clinches the 
final deal with the Palestinians. The resumed 
talks with Mr Arafat’s men will therefore be 
in the nature of a holding operation for the 
next two or three months, these sources 
maintain, while the negotiation with Syria, 
which never ceased despite its formal sus- 
pension, resolves itself one way or the other. 


It is in the context of Mr Barak’s grand 
Syrian design that the cabinet’s decision this 
week to withdraw from Lebanon should be 
understood. The decision is enormously 
popular—and Mr Barak can well use such 
popularity. He is seriously down on his do- 
mestic political luck of late. At the very least, 
the decision to pull out of south Lebanon 
will keep him and his government safely 
afloat until the July deadline. The prognosis 
after that is less sanguine, especially if there 
is no deal with Syria and the pull-back is car- 
ried out unilaterally. Lebanese and Syrian 
spokesmen gave warning this week that 
frustration on that front could quickly lead 
to cross-border attacks, and Israel said its re- 
taliation to any provocation would be huge. 

Mr Barak’s latest political blow came on 
March 6th when Yitzhak Mordechai, the 
minister of transport and leader of the Cen- 
tre Party, was charged by a young woman on 
his staff with sexual assault and harassment. 
Mr Mordechai, like Mr Barak a former army 
general, has been forced to take leave while 
the police investigate. The Centre Party had 
anyhow been coming apartat the seams, but 
Mr Barak is also having little joy from his two 
main coalition partners, the Sephardic- 
Orthodox Shas party and the leftist-secular 
Meretz party, which are at each other's 
throats over state finance for Shas schools. 

No less badly timed, from Mr Barak’s 
perspective, was a report in a leading Israeli 
newspaper, Haaretz, on March 6th that the 
cia believes that Syria’s President Hafez As- 
sad could be suffering from intermittent de- 
mentia. “Who are we making peace with?” 
howled the Likud opposition. 

Last week Shas (which holds 17 of the 
Knesset’s 120 seats) voted against the govern- 
menton the preliminary reading of an oppo- 
sition bill which would, in effect, neutralise 
the votes of Israeli Arabs in this referendum. 
Labour Party spokesmen condemned the 
bill as racist. But two other coalition partners 
also voted with the opposition, dealing the 
prime minister an ominous defeat. 

This is where the withdrawal from Leba- 
non could be particularly useful to Mr Barak. 
If he can lump it together with a Golan with- 
drawal in a package deal, it would undoubt- 
edly boost the government's prospects in the 
referendum. Hence the opposition’s charge 
this week that Mr Barak was cynically hold- 
ing the army in south Lebanon hostage to Mr 
Assad’s whims. If withdrawal is the policy, 
says Ariel Sharon, Likud’s leader, then with- 
draw at once. His call is not without its own 
measure of cynicism. It was Mr Sharon, asde- 
fence minister in 1982, who marched Israel 
into Lebanon in the first place. 
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Algeria 


The return of uneasy tranquillity 


ALGIERS 


Revenge, not political reconciliation, is on people’s minds 


IGH in the snow-capped 

Babor mountains, the 
last of some 1,200 members of 
the Islamic Salvation Army 
(ais) boarded minibuses to 
drive down to the coast at Jijel. 
A lone gunman, and a huddle 
of Barbary monkeys, kept 
watch. Perhaps it was the 
prospect of sleeping in a bed 
not a burrow for the first 
night in eight years that 
made the surrendering re- 
bels look remarkably jovial. 
As they arrived in the val- 
leys, they were cheered and 
embraced; their emir, Me- 
dani Mezrag, had been head of the local tribe 
and remains a local hero. But his fief, which 
had once raised taxes across much of the 
province, and was designed to act as a 
launch-pad for a would-be Islamic Algeria, 
came toan end this winter. 

Dissolving the ars has not stopped the 
killing. The Ars was Algeria’s largest rebel 
force, but for the past two years it has hon- 
oured a ceasefire. The two other main fac- 
tions—the Armed Islamic Group (Gra) and 
Khassan Khattab’s Group for Preaching and 
Combat (Gsec)—fight on. Next winter, Al- 
gerians may be skiing in the Babor moun- 
tains, but probably not in the snow-caps of 
Kabylie, where the Gspc holds sway, or far- 
ther west towards the Moroccan border, 
which is Gia territory. 

However, the violence has certainly di- 
minished. Since President Abdelaziz Boute- 
flika’s unconvincing election a year ago, offi- 
cials, members of parliament and journalists 
have been slowly emerging into the open. 
Even diplomats are now venturing out of 
their bunkers for a Saturday’s putting on the 
reopened Algiers golf course. 

The ais ex-rebels argue that they got the 
best deal they could. In January, Mr Mezrag 
won a pardon for his fighters in return for 
their total disbanding and disarmament. 
Men hitherto branded as terrorists are now 
preparing to resume their posts at schools, 
hospitals and universities. One of them, Ai- 
sasa Lahlilah, a professor of religious litera- 
ture at the Islamic University of Constantine, 
fled to the mountains in 1992. There he wrote 
novels, translated Wordsworth and, say Al- 
gerian officials, issued fatwas on who should 
be killed in the valleys. Now he plans to go 
back to his university. “To build a common 
future,” he says, “you have to forget the past.” 

Mr Bouteflika and the Algerian army 
also have cause for satisfaction. By securing a 
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with its political wing, the 
Islamic Salvation Front 
(Fis), the authorities have 
split the Islamist move- 
ment. Local newspapers 
suggest that ais leaders 
may be allowed to form a political party so 
long as it excludes the leaders of the still out- 
lawed ris. Ali Jeddi, the most senior Fis 
leader not under arrest or inexile,accuses Mr 
Mezrag of self-interest and of betraying the 
movement for which he took up arms. 

After the deal, newspapers declared that 
“tranquillity returns”. But, for many Algeri- 
ans, it is not peace. Outside the cities, sand- 
bags and checkpoints still halt traffic every 
five miles, at least until dark when soldiers 
tend to retreat to their barracks. Drivers 
count journeys out of Algiers not in kilo- 
metres, but in massacre sites. To reduce the 
risk of ambushes and fake checkpoints, the 
army has cut down ancient eucalyptus for- 
ests to their stumps, and burnt undergrowth 
to a cinder. Vociferous Algerians, sharing 
taxis, turn silent when a fog descends. 

Last September, Mr Bouteflika held a ref- 
erendum to win approval for his “civil con- 
cord”, an amnesty for rebels untainted by 
killings, bombings and rapes. But the am- 
nesty’s terms seem to be widening, quite 
apart from the separate pardon for all ats re- 
bels. “The fighters just say they were wood- 
cutters, water-carriers or cooks,” says a law- 
yer on the Probation Commission, charged 
with investigating the rebels’ past. “And 
there’s not a great deal we can do.” 

For tens of thousands of Algerians, jus- 
tice has not been done. To stem the growing 
criticism, the authorities are preventing vic- 
tims’ associations from taking their protests 
to the streets. Press coverage of victims has 
now given way to exclusives with their kill- 
ers. “They're treating murderers like virs,” 
says a publisher whose nine-year-old son 
was shot dead at school. 

Ata recent rally, hundreds of protesters 
defied the security forces to march on the 
Senate bearing banners declaring that “Me- 
dani Mezrag is a terrorist, Bouteflika his ac- 





complice”. The victims’ associations, and 
their friends from the estimated 200,000 
paramilitary vigilantes, known as “patriots”, 
say threateningly that if the state shies from 
meting out justice, they will do so. Patriots 
discuss the merits of pursuing those ex-G1A 
fighters who had hoped that shaving their 
beards would spare them identification. The 
government has stripped the rebels of their 
guns, but has provided no programme for 
their rehabilitation into communities fre- 
quently bent on revenge. 

At the other end of the political spec- 
trum, Fis leaders in Algeria say the deal does 
nothing for the 18,000 Fis activists they claim 
are missing. Mr Bouteflika, they say, has re- 
leased only a fraction of the 5,000 Islamist 
prisoners he promised last June would be 
freed. Senior aus fighters claim they have a 
written agreement which provides for the re- 
lease of Fis activists, including the party's 
leaders, Abassi Madani and Ali Belhadj. 
They say a bilateral commission is being set 
up to monitor its implementation. Abdel- 
kader Boukhamkham, a former Fis activist 
who helped negotiate the accord, even says 
its terms are tantamount to reconciliation 
between the state and the Islamists. 

But Mr Bouteflika speaks only of civil, 
not political, rights for the forgiven rebels. 
For those hoping for a political resolution of 
Algeria’s woes, reconciliation remains a dis- 
tant prospect. Despite the talk of peace, there 
is no lifting of the state of emergency, no end 
to restrictions on political activity, no sugges- 
tion of the army’s return to barracks. What 
hopes the ris may have harboured were 
dashed last November. The killing of Abdel- 
kader Hachani, the third-ranking member of 
the ris, during a dental check-up grimly put 
paid to the joke that the one place an Arab 
could open his mouth was at the dentist’s. 
ls | 





Zimbabwe 
Official invasion 


HARARE 


HE invasion of Zimbabwe's large, white- 

owned farms by black squatters has be- 
come almost a yearly occurrence. But this 
latest round is decidedly different, in scale, 
motive and potential consequences. 

More than 250 properties (compared 
with 20 or 30 farms in previous incidents) are 
now being occupied by squatters who claim 
the land as rightfully theirs. And, unlike the 
earlier occupations, the invaders have 
caused substantial damage to property and 
crops, and have threatened the white own- 
ers. Tobacco farms, which account for nearly 
40% of Zimbabwe's export earnings, have 
been hit. Total losses to date are estimated at 
Z$400m ($um). Police have watched pas- 
sively as numerous laws have been broken. 
Noone has been seriously injured so far, but 
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INTERNATIONAL 


several people have been beaten. 

Just who is behind these invasions? 
Clearly, an official hand is there. Many of the 
squatters arrived in government-registered 
vehicles which also provide them with food 
and supplies. They are directed by men in 
flashy suits and sunglasses, who call Harare, 
the capital, on their mobile phones for in- 
structions about what to do next. Several of 
these gentlemen have been identified as 
agents of the Central Intelligence Organisa- 
tion. And President Robert Mugabe himself 
has said he will not order any action against 
the squatters, unless violence erupts. 

Coming weeks before a parliamentary 
election in April (no firm date has yet been 
announced), the farm invasions seem de- 
signed to drum up support for Mr Mugabe’s 
flagging zANU-pF party in the rural areas 
where nearly 70% of the population lives. As 
well as demanding that the farms be turned 
over to them, the squatters seek out suppor- 
ters of the opposition Movement for Demo- 
cratic Change (mpc) in order to intimidate 
them. Black workers found wearing mpc 





Accosting a compliant police force 


t-shirts have been beaten; squatter leaders 
say they will “re-educate” them. 

White farmers are accused of organising 
the vote against Mr Mugabe in the referen- 
dum last month. After the humiliating rejec- 
tion of his draft constitution, Mr Mugabe 


said he would accept the voters’ decision. 
But, desperate to regain rural support, he has 
now introduced a constitutional amend- 
ment that authorises the government to 
seize white-owned farms. This is the same 
clause, word for word, that was in the re- 
jected draft. Written by Mr Mugabe himself, 
the clause says that Britain is obliged to pay 
for the land that Rhodesian colonists stole 
from the Africans. If Britain does not pay, 
then the Zimbabwean government can con- 
fiscate the land without compensation. 
Land is Mr Mugabe's trump card. He is 
betting on the hope that the sight of blacks 
building huts on white farms will persuade 
peasant farmers to vote for his ZANU-PF 
party. It is a risky wager. The farm invasions 
have further damaged Zimbabwe's battered 
economy. And by ordering the police to 
stand by and do nothing while so many laws 
are broken, the government has weakened 
respect for law and order. Mr Mugabe may 
get his parliamentary majority in April, but 
the cost to Zimbabwe will be high. 








After the deluge 


OZAMBICANS who escaped death 
y drowning, now face cholera, ma- 
laria, hunger and, by terrible irony, thirst. 
But Mozambique’s worst floods in 50 years 
were at least caught by the cameras, and 
this brought the plight of desperate people 
trapped on trees to the world’s attention. 
Last year natural disasters killed an es- 
timated 100,000 people. This was the high- 
est figure since 1991, when a single cyclone 
in Bangladesh was reckoned 


environment.Clearing forests for firewood 
and farming helps erode topsoil; digging ir- 
rigation ditches and straightening rivers 
help speed the flow of water. Dams give 
some control, but when opened, or 
breached, bring violent torrents. Mozam- 
bique’s catastrophe worsened when locks 
in neighbouring countries were opened to 
prevent dams from bursting. 

Moreover, the world is growing 


+ 


term costs of such tragedies. For Mozam- 
bique, the outside response has been re- 
markably generous, if a little late, 
compared with other disasters: over $100m 
has been pledged, and there is talk of 
scrapping a portion of the country’s $8 bil- 
lion debt. Donations are already four times 
greater than they were for Venezuela or In- 
dia last year. The African country won 
sympathy for its struggle to put together a 
working democracy and an expanding 
economy after its long civil war. It also 
benefits from sharing a border with South 
Africa, from where helicop- 
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every year. 

Flood damage is expected to increase. 
Fora start, more people are livingin vulner- 
able areas. Half the world lives on or near a 
coast, with 10m people at constant risk 
from the sea. Most of them are very poor. 
Last December, heavy rain in Venezeula 
hit the ranchos, slums in low- 
lying coastal areas and shanty towns 
perched on hillsides vulnerable to mud- 
slides. But inland is dangerous too: China’s 
1998 floods killed people who had moved 
to fertile land in the Yangzi river's over- 
crowded flood-prone valley. 

The poor settle where they can and, 
once settled, they (and others) change the 





warmer, and the sea is rising. Tides rose by 
20cm (eightinches) in the past century, and 
some scientists say that they may rise twice 
as much in this one. According to a UN re- 
port, half the population of poor countries, 
especially people living near the coast, will 
be vulnerable to floods and storms over 
the next 30 years. People in Orissa, in east- 
em India, can testify to the horror: last No- 
vember, when a cyclone dropped the sea 
on them, floods claimed over 10,000 lives, 
400,000 animals, 250,000 houses and 
200,000 hectares (500,000 acres) of crops. 
However ready donors are with imme- 
diate help, they can never meet the long- 


gional aid is vital. South Af- 
rica has been especially generous, but even 
the poorest neighbours have contributed. 

There are also measures that countries 
under threat can take for themselves. In 
Bangladesh, villagers build raised earth 
mounds the size of football pitches, on 
which trees are planted and food and wa- 
ter is stored: in an emergency, they and 
their animals can retreat to this man-made 
higher ground. And in China, thousands of 
hectares of hills have been rehabilitated 
with small earth dams, to slow down run- 
ning water. But everywhere, there is a need 
for early warnings, education about disas- 
ters, and insurance for the very poor. 
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EUROPE 


The Union expects Europe’s 
voters to Tit its political space 


© (BRUSSELS 


And woe betide those, such as Jörg Haider’s supporters in Austria, who don’t 


want to 


FAST month they launched a hastily con- 
acocted campaign of diplomatic sanctions 
: against Austria. Now the other 14 govern- 
ments.of the European Union find them- 
_ selves stuck witha policy that may be defen- 
sible i in some ways, but is risky and 
nientin others. 
n usiasm for the: sanctions varies 
“among the 14. But all view the coalition that 
took office in Vienna on February ath asdis- 
-tasteful in some degree, because it includes 
the far-right Freedom Party, brought to 
: prominence by Jorg Haider. None wants to 
- break ranks publicly and risk being singled 
out as the Freedomites’ friend. 
is not, formally, an action by the zu. 
uuntry is freezing bilateral political 
vith Austria. But all continue nor- 
ings within the ru’s institutions, 
where they are obliged by law to treat Aus- 
tria as an equal partner. 

This distinction between £u and bilat- 

eral matters has practical merit. It has én- 
abled ev business tocontinue so far with rel- 
atively few signs of strain. But it is not 
sustainable indefinitely. The special nature 
of the Union, in which countries pool much 
of their sovereignty, demands trust and 
closeness among governments in all their 
dealings, not only those linked strictly to eu 
business. If 14 EU governments gang up 
against a 15th, then it is a Union affair of the 
highest order. 

Indeed, it is only the special bond of £u 
membership that gives the sanctions any 
sense at all. Britain’s Tony Blair can accept an 
invitation to the opera from Vladimir Putin, 
Russia’s war-mongering acting president; 
but he would be obliged to decline similar 
hospitality if offered by Wolfgang Schüssel, 
the new Austrian chancellor, who has never 

~hurta fly. The logic is that Austria, as a mem- 
ber of the £u, should be held toa higher stan- 
dard of behaviour. 

That is the argument made for the sanc- 
tions. But they are also inconvenient, even 
dangerous, in several ways. If the Chinese 
wall between eu and non-eu affairs col- 
lapsed under the bilateral strains, there 
would be a tempting range of Union busi- 

“ness that Austria could hold hostage. It could 













THE ECONOMIST MARCH HTH 2000 


block the new treaty, providing for much- 
needed institutional reforms, which is due at 
the end of this year. It could block plans to 
admit a dozen or more countries in the de- 
cade ahead, most of them from Central and 
Eastern Europe. 

This is, potentially, an awful tangle. And 
the background to it is more complicated 
than EU governments often claim. One rea- 
son for making an example of Austria is that 
far-right parties are nipping at the heels of 
mainstream ones in other Union countries, 
notably in Belgium. By invoking eu solidar- 
ity as a weapon against the far right in Aus- 
tria, ruling parties in other countries may re- 
inforce their own position. 

History also intrudes. The Union was 
founded to counter German nationalism by 
offering European integration as a substitute. 
Although Germany is blameless. now, the 
Freedom Party is being punished for conjur- 
ing up long-banished Germanic demons. 

Sooner or later, the Austrian problem 
will have to be “solved”. There might be a 
change in the ruling coalition to exclude the 
Freedom Party, as the 14 want. There might 
be an accommodation over time if the Free- 
domites behave themselves. 

But questions of principle will endure. 
The 14 have set a precedent for drastic inter- 
ference in a member's domestic politics. 
They have asserted their right to frustrate the 
outcome of a national election, when they 
feel the voters have made a choice which 
falls outside an acceptable range of Euro- 
pean political values. They have raised by 
implication the question of what makes a 
party “acceptable”, and it will not be an easy 
one to answer. How is it, for instance, that 
communists can be accepted in Union gov- 
ermments if full weight is to be given to his- 
torical baggage? 

Some language in the ev treaties does 
touch on political values already. The Union 
is said to be founded on “the principles of 
liberty, law, democracy, respect for human 
rights and fundamental freedoms”. Since 
last year, any government guilty of “serious 
and persistent” breaches of these principles 
may have its voting rights suspended. 

But, in the case of Austria, the 14 are 


intervene without wait- 


claiming the right ¢ 


single economic space. 

are lurching, if pre: 

sially, in what many Et 

logical direction. Increasingly, the 

about the future of the ev is going tob 
political harmonisation as well as econo 
harmonisation, tough though the harmon 
ing process. may in- practice turn out to 
Enlargement, the biggest current project, i 
bring in countries. where e democracy È is 


brusquely. ie raS BU projects are 
for a common foreign policy and a common 
defence capacity. These will collapse if the 
are significant ideological differences among 
the participating governments: 

The issue is really one of means. Ho 
best can ideological convergence be a 
sured? Clearly, sanctions are not the tight an 
swer. They may work only when big coun- 
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EUROPE 


tries want to bully a small country, and with 
damage all round. 

One partial answer might be the much 
wider use of majority voting in setting EU 
laws and policies. The European Commis- 
sion wants governments to agree to this at a 
constitutional conference this year, and put 
it in a new treaty. Then, if one country dis- 
agrees about policy, others can overrule it. 

Another answer could lie with a big role 
for the eu’s new “charter of fundamental 
rights”, also being drafted this year, which 
will collate the rights and responsiblities of 
Eu citizens in a single short document. It may 
not gain the immediate force of law. But if it 
is well done it will have political force, and it 
will influence European law over time. Gov- 
emments will find that more and more of 
what they do, and not only in economic and 
commercial policy, is subject to correction 
by the European Court of Justice. 

All this helps to answer the question of 
whether the Eu is indeed moving closer to 
political union. Yes, itis. Of course, its leaders 
are quick to add, national governments are 
still needed. But please, dear voters of Aus- 
tria, not of the wrong sort. 

n s 





Germany 


Kinder, Küche, 
CDU? 


BERUN 


OR now, there is only one serious candi- 

date left in the running for the leadership 
of the Christian Democratic Union (cpu). 
After the withdrawal on March 5th of Volker 
Rühe, a former defence minister, Angela 
Merkel, the party’s general secretary, has be- 
come the hot favourite among the rank and 
file to take over next month. Butin theeyes of 
the Christian Democratic leadership and of 
its conservative Bavarian sister party, the 
Christian Social Union (csu), Mrs Merkel 
suffers from a grave drawback: notonly does 
she come from the former communist east, 
but she is also a woman, 

Women occupy an ambiguous position 
in Germany. On the one hand, Germany has 
one of the highest proportions (31%) of 
women in parliament anywhere outside 
Scandinavia. The lower house, the Bundes- 
tag, has had two female speakers. And over a 
third of today’s cabinet ministers, and nearly 
half the junior ministers, are women. 

Outside politics, the world’s first female 
bishop was a German. A woman heads Ger- 
many’s Constitutional Court. One third of 
new German firms are being set up by 
women. Tough women like Rosa Luxem- 
burg,co-founder of the German Communist 
Party, or even Ulrike Meinhof, a leader of the 
terrorist Baader-Meinhof gang, stride 
through German history. Asked recently 
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Merkel listens for shattering glass 


which sex they expect todominate in the 21st 
century, a quarter thought women would, 
and only 19% of Germans said they thought 
that men would continue to be top dogs. 

Yet, at the same time, women represent a 
mere 6% of higher management in German 
business, 6% of top university professors, 
and less than 10% of senior civil-service jobs. 
No woman has ever served as federal chan- 
cellor, nor headed a mainstream post-war 
party. Only one of Germany’s 16 Lander 
(states), and just a handful of big towns, are 
today governed by a woman. More German 
girls than boys are now entering university, 
but few goon to take higher degrees. Women 
account for only a third of doctoral students. 

What explains this contradictory pic- 
ture? In other areas, Germany has pioneered 
progressive movements: the Greens, for in- 
stance, flourished more vigorously there 
than elsewhere. As early as 1967, the (male) 
head of Germany’s Constitutional Court 
stirred matters up by declaring that women 
and men should share the burden of defend- 
ing the country because “they also share po- 
litical responsibility at the polls”—though 
the proposition was rejected out of hand. A 
strident German feminist movement, echo- 
ing the American one, grew in the 1970s. 

Yet this itself provoked a conservative 
backlash in the 1980s and 1990s. Throughout 
Helmut Kohl’s 16-year reign, a woman's 
proper sphere of interest was once again of- 
ten considered to be Kinder, Kiiche and, to a 
much lesser extent, Kirche (children, kitchen 
and church). Despite Germany's falling birth 
rate—now one of the lowest in Europe—the 
proportion of women with a paid job rose 
only slowly, from 47% at the end of the 1960s 
to 56% in western Germany today. That com- 
pares with 74% in Denmark and Sweden and 
67% in Britain. 

One familiar explanation is that young 
women push hard at first to forge a career, 
but then bump upagainsta glass ceiling kept 
in place by a combination of antique male 
attitudes and the complication of organising 





child care. Western Germany has never 
come close to matching the state-financed 
all-day provision that was available for chil- 
dren from birth in the former communist 
East Germany—and where almost all 
women had jobs. Maternity provision in the 
united Germany is relatively generous: it can 
last up to three years. Children aged between 
three and six are guaranteed a place in a kin- 
dergarten. But these usually operate for only 
half the day, just as most schools are open in 
the mornings only. Many women find it too 
difficult to try tocombine careers and family. 
Indeed, the female employment rate in east- 
ern Germany has dropped from 80% in 1990 
to73% today. 

Most parties have tried to secure a more 
equal sexual balance by introducing quotas 
for party posts and electoral candidates. Asa 
result, women’s representation in the federal 
parliament has jumped over the past de- 
cade; women now occupy a third or more of. 
the ministerial jobs in six state governments. 
But the cpu and the csu remain true to their 
conservative philosophy. Only 18% of both 
parties’ federal deputies are female, com- 
pared with 35% of the governing Social Dem- 
ocrats’ and 57% of the Greens’. 

Times, and attitudes, are changing, how- 
ever. Since the election 18 months ago, many 
emblems of German identity have been 
challenged—not least the upstanding repu- 
tation of the cpu’s former leader, Mr Kohl. 
The Bundestag now sits in Berlin in a build- 
ing with a glass dome. Mrs Merkel may yet 
break through another, rather different, po- 
litical glass ceiling. 
= 





The euro economy 
Flaming fringes 


ORKING parents everywhere fret 

about their nanny losing the children. 
But in Ireland they also worry about their 
children losing the nanny. The desperate 
shortage of domestic help, which leads to the 
poaching of nannies, is a telling sign that the 
Celtic tiger, whose economy has grown in 
leaps and bounds over the past decade, is 
over-reaching itself. 

Time, then, for a rise in interest rates to 
slow growth and keep inflation in check? 
Unfortunately not. Ireland and the other 
booming economies on the fringes of the 
euro area, such as Spain and Finland, are no 
longer free to hit the monetary brakes. Their 
interest rates are now set by the European 
Central Bank (ecs) in Frankfurt to suit the 
needs of the euro area as a whole. So the 
party on the periphery looks set to rage on, 
because Europe’s central bankers are not 
about to take away the punchbowlas long as 
the far bigger economies of France,Germany 
and Italy are growing more slowly. 

Admittedly, economic growth has 
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perked up across the euro area recently. 
Year-on-year Gpr growth in the fourth quar- 
ter of 1999 in Germany was 2.3%; in France, 
3.2%, But the core of the euro economy can 
grow briskly without sparking inflation for 
some time yet because it still has plenty of 
slack. So the ece does not have a pressing 
need to jack up interest rates from their cur- 
rent level. of 344%—though it may nudge 
them higher on. March. 16th to support the 
euro, which has sagged to well below parity 
against the dollar recently. But the recoveries 
in France and Germany, which are now 
sucking in more imports, are yet another 
stimulus to the peripheral economies. 

These look increasingly overstretched. In 
Ireland, whose economy has swollen by an 
average of 9% a year since 1994, nannies are 
not the only staff in short supply. With un- 
employment down to 5%, East Europeans 
are being recruited to do the menial jobs that 
the Irish now sniff at. There are shortages of 
skilled workers too. The roads are snarled up 
with flashy new cars. And house prices con- 
tinue to soar by over 20% a year. This boom 
in asset prices is starting to feed through to 
other prices. The annual rate of inflation has 
more than doubled since July last year, to 
4.4% in January, compared with 2% in the 
euroareaasa whole. — 

As they prepare to go to the polls on 
March 12th (see pages 23-25), the Spanish are 
also in fiesta mood. Year-on-year GDP 
growth in the fourth quarter of 1999 reached 
4%. The stockmarket is at record highs. The 
announcement this week that two Spanish 
firms (Bava, a bank, and Telefonica, a tele- 
coms company) are to buy First-e, a Euro- 
pean Internet bank, toset upan onlineglobal 
bank, epitomises Spain’s new gung-ho cul- 
ture. Yet there are worries. The stockmarket is 
looking frothy, consumers are piling on debt, 
and annual inflation has doubled in a year, 
to2.9% in January. 

Finland too is basking in its recent suc- 
cess. Its economy grew by 3.5% last year; in- 
dustrial production in the year to December 
rose by 16%. The stockmarket has more than 
trebled since a year ago; Nokia, the world’s 
biggest mobile-phone maker, is now the 
most valuable company in Europe. House 
prices: were up.22% in the year to February. 
Consumer-price inflation has started to rise, 
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PARIS 


N Ascruffy cybercafé nestling between 

the Parisian landmarks of Les Halles 
and the Pompidou Centre, and rever- 
berating with North African rap music, 
French youngsters are surfing their way 
round the world. But many of the pages 
flashing up on their screens are not writ- 
ten in French. This is, after all, a cyber- 
| world dominated by English, in which 
French is used by only 1.2% of the world’s 
websites and even fewer of all interna- 
tional online forums. 

More than any other medium of re- 
cent years, the Internet is challenging 
France's attempts tocontrol and protect its 
culture. Its pride in its culture is fierce. No 
other country—save Spain—has a body 
quite like the Académie Francaise, dedi- 
cating itself for the past 365 years to the de- 
fence of the national language. No other 
country has quite the same belief in lin- 
guistic solidarity: witness its ministerial 
department of la francophonie which 
spreads the word in over 50 countries 
(some of them not French-speaking) from 
Canada to Vietnam. No other country 
makes quite the same fuss in world-trade 
talks over culture, demanding the right to 
keep minimum quotas of French-lan- 
guage pop music or films. 

The Internet tests this instinct in two 
ways. The first is the weight of the English 
language on the web. In some ways, the 
French have not helped themselves. They 
were slow to “get” the Internet. A govern- 
ment decision in the early 1980s to leap- 
frog France along the information super- 
highway landed the country with France 
| Telecom’s Minitel system—wonderful for 
| looking up telephone numbers or book- 
ing train tickets, but incapable of match- 
ing the Internet's flexibility and range. The 
popularity of Minitel, however, stunted 
the growth of the personal computer. By 
1998, only a fifth of French households 
had a computer, compared with two- 
fifths in America; and only 2% of house- 
holds were connected to the Internet. 


| Le cyber challenge 
| 








albeit from a low base. 

It need not all end in tears. The periph- 
eral economies can afford to grow faster, and 
endure slightly higher inflation, than the 
euro area’s core. They are poorer than France 
and Germany, so they have some catching 
up to do. And, even allowing for their lower 
productivity, Spanish workers are much 
cheaper than their German counterparts. In- 
deed, one of the advantages of being in the 
eurois that their economies will nolonger be 
vulnerable to a currency collapse should in- 
vestors become spooked by an increase in 
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Those figures are now surging. The 
French Association of Internet Service. | 
Providers calculates that, in January 1998, 
only 540,000 French residents were con- 
nected to the net, and for a collective total... 
of 4m hours. By January this year, the con- 
nections had swollen to just over 3m. Sur- 
fers spenta total of 25.3m hoursonline. 

But will these internauts, as the cul- 
turally correct call them, surf la toile in 
French, or the web in English? The answer, 
despite the proliferation of French-lan- 
guage websites, will probably be both. For. | 
all the Académie's efforts to promote 
French translations of the new Internet 
vocabulary—la messagerie électronique 
for e-mail, for instance—most French sur- 
fers think it cool to sprinkle American 
geek-talk into their conversation. 

The second challenge is the defiantly 
anarchic nature of the net, which, unlike 
Minitel, does not lend itself to the sort of 
cultural policing that the French have 
used in the past to fend off the American ` 
cultural invasion. The official idea now is 
to promote the spread of French sites on 
the net in order to advance the cause of 
“cultural diversity and democracy”. But >}. 
keeping control will be hard. A few years 
ago, when French judges banned a book 
about President Francois Mitterrand’s last 
illness, an enterprising cybercafé in the 
eastern town of Besancon simply put iton 
the net. 


































































inflation or a widening trade deficit. 

But the danger is that the fringe econo- 
mies will overheat, causing inflation to take: 
off. For sure, a mix of deregulation and fiercer 
competition within the single market should 
dampen price pressures. Moreover, govern: 
ments could raise taxes or curb their spend- 
ing to cool their economies. But, so far, they 
show little inclination to do so. Consumers, 
businessmen and investors are increasingly 
acting as if the good times will never end. 
Don’t bet on it. 
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Turkey 


Staying on? 


ANKARA 


OU might think that Suleyman Demirel, 

the portly, rather clomping 75-year-old 
who occupies the presidency of Turkey, 
would soon be leaving the job. Until the 
other day, Mr Demirel seemed bound to re- 
tire in May, when his term of office ends. The 
Turkish constitution says that presidents can 
be elected by parliament for only one seven- 
year term. It also says that the president, in 
domestic affairs at least, should keep his feet 
out of the mud of politics. Yet Mr Demirel, 
who was prime minister a record seven 
times before winning the presidency in 1993, 
has repeatedly waded in. He may even have 
prevented the country’s fourth military 
coup in less than 40 years when he per- 
suaded modern Turkey’s first Islamist-led 
government to leave office voluntarily in 
1997 rather than risk doing so at gunpoint. 

For all that, Mr Demirel may still be there 
after May. Himself twice ejected from the 
prime ministership by the army, he has as 
president been a skilful arbiter between the 
politicians and the ever-meddlesome gener- 
als, His firmly pro-western policy abroad, ex- 
tending from the Caucasus to the Balkans, 
has helped to keep Turkey as a place that 
both narto and the European Union have to 
take seriously. Just as important, many Turks 
fear that choosing a new president could set 
off an inter-party fight bad enough to derail 
Turkey’ new economic-recovery pro- 
gramme, which is backed by the 1mF. Worse 
still, itis whispered, the new president might 
prove to be some power-hungry ex-general. 

For all these reasons, Bulent Ecevit, the 
left-of-centre prime minister, says it is imper- 
ative for Turkey's stability that his former ri- 
val should remain where he is. Mr Ecevit is 
lobbying parliament to amend the constitu- 
tion so that Mr Demirel can stay on for a sec- 
ond, and renewable, five-year term. 

On the face of it, changing the constitu- 
tion so that the man called Baba (“Daddy”) 
can remain in power looks odd in a country 
that purports to be a western-style democ- 
racy and an aspiring member of the £u. The 
president's critics claim he has looked the 
other way while members of his family have 
hauled in money by dubious means. They 
also dislike his support for the military-in- 
spired crackdown on too openly pious and 
politically active Muslims, and his hawkish 
views on the country’s beleaguered Kurds. 
Even his keenest supporters were shocked 
by Mr Demirel’s recent assertion, when 
questioned about the existence of state- 
sponsored death-squads, that “sometimes 
the state deviates from routine”, and his dis- 
missive comment that the arrest of three 
Kurdish mayors on February 19th was no 
business of the Eu’s. 
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Daddy Demirel, Grandpa Ataturk 





Mr Demirel’s advantages are that the 
generals seem happy for him to stay on, and 
that he has no obvious challenger. Mesut Yil- 
maz, the churlish leader of the centre-right 
Motherland Party, part of Mr Ecevit’s co- 
alition, apparently shelved his presidential 
ambitions when the prime minister threat- 
ened obliquely to ditch his group in favour of 
its bitter rival, the True Path party. Nobody 
else seems to be making a serious bid for the 
highest post in the land. This is less surpris- 
ing than it looks. After a generation in which 
the generals have kept a stern eye on politics, 
today’s Turkish politicians are not a particu- 
larly impressive or assertive lot. 

Still, Mr Demirel has to muster 367 votes 
in the 550-member legislature for the con- 
stitutional amendment to be approved— 
and the voting is secret. So, in a bid to win 
over the mildly Islamist Virtue Party (succes- 
sor to the party shoved out of governmentin 
1997), whose votes he needs, the wily Mr Ec- 
evitis holding out what could prove to be an 
attractive deal. The constitutional amend- 
ment, he says, should be part of a broader re- 
form, involving the deletion of two other ar- 
ticles of the constitution: one that makes it 
possible for political parties to be banned, 
and another that keeps parliamentarians’ 
salaries at parity with those of poorly paid 
bureaucrats. 

The first could save Virtue, which is 
threatened with banning after thinly sup- 
ported accusations that it wants to put Tur- 
key under Islamist rule. It would also rescue 
the country’s largest pro-Kurdish party, Ha- 
dep, which is vaguely accused of being a 
front for the now apparently moribund 
Kurdish guerrilla army. That is why the 
shrilly anti-Islamist chief prosecutor, Vural 
Savas, who would like to ban both of them, 
wants to keep the article in place. 

The second offer, the proposal to hand 
out more money to Turkey’s often corrupt 


politicians, has provoked an outcry. Yet a 
growing number of Turks are beginning to 
think that, if keeping their Baba on as presi- 
dent would mean that he has toallowa more 
thorough-going democracy, the payout 
could be well worth it. 





Chechnya 


Valleys of death 


MOSCOW 


T HAS been a famous victory. Russian 

forces have stormed the last Chechen 
stronghold in the mountains. Russian police 
unitsarehuntingdown the rebel leaders. The 
army is already packing up to go home. For- 
eign criticism of the treatment of Chechen 
detainees is both unfounded and unfair. 

That is what the Russian people hear 
from state-run television, and they like it. 
Support for the war has gone up, to nearly 
70%, according to a recent poll. That reality is 
rather different bothers no one, yet. 

The real story is that, after losing their 
last big mountain base, Shatoi, the Chechen 
fighters have moved north and east. The 
main fighting force—by Russian estimates, 
3,500-strong—is still at large, but scattered. A 
few detachments, including dozens of 
wounded fighters, have surrendered, but all 
the top commanders are still on the loose. 
One group of several hundred have holed up 
in Komsomolskoye, in the foothills of the 
Caucasus mountains. As usual, Russia 
claimed that they would be “obliterated” 
imminently. True to form, by March gth, 
most of the guerrillas seemed to have slipped 
away. 

The new guerrilla war is proving costly to 
the Russians. In an ambush on March 2nd in 
a suburb of Grozny supposedly under Rus- 
sian control for a month, Chechen raiders 
killed 18 members of an elite paramilitary 
police unit. On March 3rd, another raid 
killed dozens of paratroopers from the Pskov 


Nvis39Vva 








THE ECONOMIST MARCH ITH 2000 
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_ Ministry of Finance of the Republic of Macedonia 
Directorate of Commodity Reserves 
-Orce Nikolov Street 71 
“91000 Skopje — 
Republic of Macedonia 
Tel/fax: +389-91-116-249 


TENDER REFERENCE NUMBER: 07-60/1 DATED: 21-01-2000 


Subject: Global Tender for Sale af Macedonian-produced Tobacco 








The Directorate of Commodity Reserves hereby invites competitive Bids from imterested domestic or overseas buyers for the purchase of tobacco of Macedonian Origin, 






COMMODITY 
| Macedonian (oriental) Tobacco types Prilep and Jaka of 1998 yield. All or partot following quantities: 






Type “Prilep” Raa ee Type “Jaka” 
| 
| [1 | Unig MIU seasonal | 107.976 2,406,000} 
[2 unig 1/0 oftseasonal [77.923 1.772.000 | 
Unig BG LAU (23500 | 836.0000 
Pa | umga 67766 «a st0.000 | 
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; TOTAL: 11.002.000 
E Totals 328.479 T 






PACKING : 
In-bundle bales (tonga bales}, weight compliant with world standards as to tobacco type and class. 


“Within 30 days from the date of receipt of an acceptable L/C, as per the terms and conditions set below, 
“LOADING PORT 
“Bid prices to be quoted: 


“= Without freight (ex works Prilep or Skopje) 

‘on. With freight to buyer’s destination (C&P) 

- With freight to Thessaloniki port (FOB) 

Decisions as to freight and insurance at seller's sole discretion. 












«PAYMENT 
By an irrevocable documentary letter of credit representing for full value with five percent tolerance in favour of Directorate of Commodity Reserves ~ Ministry of Finance ~ 

|The Republic of Macedonia (“beneficiary”), 

. LIC to be from a first class world Bank, irrevocable, transferable, negotiable, divisible, permitting part shipment and transshipment and to be advised to beneficiary within 10 

“working days from the date of acceptance of the bid by beneficiary through our designated Bank in the Republic of Macedonia, “Makedonska Banka AD Skopje”. 






‘QUALITY AND INSPECTION 
Quality and Weight will be final at load port. 
‘The quality of goods as per the certificate issued by the Public Scientific Institution ~ Tobacco Institute — Prilep ~ Kicevski Pat Street B.B, Prilep. However, if required, quality 
inspection by an international agency of repute, nominated by the buyer can be arranged at the cost of buyer. No quality claim will be entertained or accepted after shipment. 









‘GENERAL TERMS 
) insurance to be arranged by the buyer. 

Partial shipment to be allowed. 

Seller and buyer shall be responsible to meet export.or import requirements in their respective countries, 

‘All bank charges outside Macedonia will be to the buyer's account. 

| Usual force majeure conditions will be applicable. 

Dispute if any will be settled at the Court of Arbitration in Paris in accordance with UNCITRAL and ICC codes and guidelines in force. 
















i VALIDITY 
Bids should be valid till 1800 hrs CET on the 31st of May 2000, 


“BIDS SHOULD INCLUDE 
Quantity 

Shipment Period 

Prices Ex works, FOB Thessaloniki port & C & F (see above under “Loading Port”) 

Shipment in Break, Bulk or contaitier 

Acceptance of all other terms set forth in this tender document 

Performance bonds or bank guarantee amounting to 5% of the value of the bid 

Your Bid covering the above to be submitted in an envelope duly sealed and marked as “Bid fer the Purchase of Macedonian Tobacco” the Directorate 
of Commodity Reserves ~ Orce Nikolov Street 71.91000 Skopje ~ Macedonia ~ to the attention of: Mr. Vanco Pelovski ~ Tel/fax: +389-91-116-249, either by Courier / 
Registered (Certified) Mail or in Person latest by 1200 hrs CET on 16th April 2600. 
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‘The undersigned reserves the right to accept or rejéct any offer either in full or in part without assigning or providing any reason to his decision. 












The mounting Russian cost of war 


region who were travelling in a military con- 
voy through a mountain gorge. According to 
the governor of Pskov, the death toll was 80; 
the army says it was only 31. 

The Chechens also claim to have at- 
tacked on March 7th a guard post in the re- 


public’s second city, Gudermes, 
and an armoured column en route 
from neighbouring Ingushetia. On 
a visit to London that day, Ilyas 
Akhmadov, the “foreign minister” 
of Aslan Maskhadov’s unrecog- 
nised Chechen government, said 
that they had no plans to leave the 
country. “We control 35% of 
Chechnya by day, and all of it by 
night,” claimed Mr Akhmadov. 
Russia has sought to refute in- 
ternational criticism of its treat- 
ment of Chechen prisoners by 
opening to the outside world the 
notorious Chemokozovo deten- 
tion camp, newly painted and 
complete with sauna, where shivering, mis- 
erable-looking inmates said they were warm 
and well fed. That story went badly off mes- 
sage when a press bus leaving the camp was 
blockaded by desperate relations of missing 
Chechens. The minder accompanying the 


EUROPE 


reporters described the protesters as men- 
tally ill and instructed the driver to run them 
over (he didn’t). 

The charm offensive will continue on 
March ioth with a meeting between Human 
Rights Watch, a New York-based pressure 
group which is one of Russia’s sharpest crit- 
ics, and top Russians, including Valery Mani- 
lov, the deputy chief of the general staff, and 
Vladimir Kalamanov, Russia's own human- 
rights commissioner. Mr Putin is also due to 
meet the president of che Intemational 
Committee of the Red Cross. 

But Russian officials are confident that 
the combination of obstruction, bluster and 
promises to investigate incidents is enough 
to fob off criticism. Talk of extending Russia's 
presidential term to seven years reminds for- 
eign leaders that they may be dealing with 
Mr Putin for a decade or more. Chechnya, 
however horrible, is not serious enough to 
sour relations from the start, it seems. 








A besom for the Balkans 


PODUJEVO 


HE Scots Dragoon Guards react calmly 

when a Serbian lorry roars towards 
them out of the night,down the spooky no- 
man’s-land which separates their check- 
point from Serbia proper—and it turns out, 
on careful inspection, to contain a consign- 
ment of crude household brooms. Once he 
has satisfied the bemused Nato peace- 
keepers that he is carrying no weapons, the 
trucker amiably tosses them a brush; he 
makes the very Balkan assumption that 
anyone stopping vehicles must be looking 
for a sweetener. 

Other transactions at this sensitive 
post on the boundary of north-eastern Ko- 
sovo—it is not a border, since the places it 
separates are technically all in Serbia—are 
less benign. This is where ethnic Albanians 
come to buy the freedom of relations who 
have been jailed in Serbia (there are 1,200 of 
them) at DM20,000 ($10,000) a shot. The 
deals done, the prisoners are delivered in 
busloads into the arms of their families. 
This trade goes two ways. Hundreds of 
Kosovar Serbs have been taken hostage 
since last year; some may be in Albania. 

As for the foreign soldiers who observe 
these dealings, they preserve a delicate bal- 
ance, epitomising the dilemma of a NATO 
force that has huge firepower—symbol- 
ised by the new Challenger-2 tanks which 
rumble through the nearby town of Podu- 
jevo—but finite room for manoeuvre. 

Serbs will protest if NATO fails to main- 
tain freedom of movement for the 100 or so 
vehicles a day that use this main road from 
Serbia proper into the province of Kosovo. 
Moreover, they expect NATO to provide 





them with some protection from stones, 
bullets and mortars. On the other hand, 
ethnic Albanians complain that some of 
the “civilians” entering the province are 
war criminals bent on fomenting rebellion 
in Kosovo's few remaining Serb enclaves. 
Late last month, thousands of Albanians 
blocked this road for hours in protest; the 
peacekeepers had to calm the rising tem- 
pers of the federal Yugoslav police, while 
also gently restraining the demonstrators. 

Colonel Andrew Phillips, the Scottish 
regiments commander, sits in at the 
weekly meetings of the Podujevo town 
council. Given that his soldiers virtually 
keep the town going—their tasks range 
from shooting wild dogs to paying pen- 
sions in crisp German bank-notes—one 
might think his word was law. But things 
are not so simple. 

In the middle of last month, when rela- 
tions between narto and the Kosovars de- 
teriorated in other places, the atmosphere 
on the local council became tetchy. There 
were murmurs that, if Nato could not re- 
strain the Serbs, the Albanians would do 
the job for them. A week later, no less mys- 
teriously, calm returned. 

NATO has to tread warily as it handles 
the ebb and flow of local sentiment. Al- 
though it is quite well informed about the 
Albanian factions, from protection racke- 
teers to hardline nationalists, which oper- 
ate in this and other parts of Kosovo, it uses 
its knowledge sparingly. This is partly be- 
cause the international police force is so 
undermanned; in the Podujevo area, for 
example, about 500 soldiers have only 30 





policemen to assist them. But there is alsoa 
deeper, unspoken reason. Kosovo's ad- 
ministration is reluctant to be drawn into 
an all-out confrontation with the Albani- 
ans. They, after all, are the people Nato in- 
tervened to protect. 

So far, Britain's NATO contingent has 
more or less kept its reputation for balance. 
The French, who oversee ethnically div- 
ided Mitrovica—and suffered 16 injuries 
during a street fight on March 7th—have to 
fend off charges that they are pro-Serb. The 
Americans in Kosovo's south-east are said 
by the Serbs to be soft on Albanians. 

The British, for their part, watch this 
border more closely than their jocular 
dealings with brush salesmen would indi- 
cate—to see, for example, whether any Yu- 
goslav army units are coming nearer than 
they should. And they themselves are be- 
ing watched by local people who have 
made careful calculations as to how much 
freedom of action each player in Kosovo's 
three-sided game—naro, the Albanians 
and the Serbs—really enjoys. 
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Ernest-Antoine de Seilliére, boss of France’s bosses 


f 
i 
I 
| 
l E IS hardly a typical Frenchman. For one thing, he under- 
| stands cricket, having attended an English “prep” school. For 
| another, he is well born—the title baron lurks unused in the back- 
| ground—and extremely rich, But most of all, as president of Medef, 
| as the former Confederation of French Employers is now known, 
| Ernest-Antoine de Seilli¢re promotes a vision of the French econ- 
omy that is almost British or American in its advocacy of deregula- 
tion and the market. 

A businessman, Mr de Seilliére has grabbed a place on the po- 
| litical stage. Last October, he summoned 30,000 employers to the 
| streets of Paris to demonstrate against the government's decision 
| to shorten the woki week from 39 hours to 35 with no loss of 
| pay. Last month, Medef’s members voted decisively to give up 
their role as joint managers, with the unions, of the country’s 
M a eann programmes, Only a 
fundamental reform of the system, 
says Mr de Seillière, will keep Medef 
involved after the end of this year. No 
wonder it often seems that he and his 
fellow employers, not the tired parties 
of the political right, are the real oppo- 
sition to the Socialist-led coalition of 
Lionel Jospin. 

It is a charge, or form of flattery, 
that he dodges—at least for the sake of 
appearances. After all, under its con- 
stitution, Medef is non-partisan. “But 
what we have to deal with is political,” 
he concedes. “We couldn't care less if 
Jospin is moving towards Blairism, or 
if the right adopts our programme as 
its own in order to return to office.” 
What the bosses want from the politi- 
cians is to be treated with respect, tobe 
seen as a “force in civil society”, just as 
the farm workers have always been. 

That may be a tall order. In the 
flesh, Medef’s 62-year-old boss is 
warm, witty and unpretentious. On 
the television screen, the image is one 
of power, arrogance and wealth—he 
comes across as just another of the 
bosses who, according to popular 
myth, are programmed from birth to 
oppress the workers while rewarding themselves. In France, as Mr 
de Seillière wryly points out: “To be a capitalist is wrong; to be a 
successful capitalist is unfair; and to be a successful capitalist with 
stock options is a scandal.” 

He has a point. France’s political lore now includes phrases 
such as l'affaire Michelin and l'affaire Jaffré. The first refers to the 
way the French tyre company last September announced a pro- 
gramme of job cuts almost in the same breath as it revealed 
healthy profits. The second refers to the bundle of share options 
picked up by Philippe Jaffré as his goodbye present when, as chief 
executive of the Elf oil company, he surrendered last autumn toa 
takeover bid from TotalFina. Both affairs might have seemed nor- 
mal enough in America or Britain. In France, they embarrass al- 
most the entire political establishment, left and right alike. 

Ifhe had chosen to, Mr de Seilliére could doubtless have been a 
star of the public-service firmament too. A photograph of the 1965 
graduating class from the Ecole Nationale d'Administration 

({enA)—the finishing school for the country’s brightest and best— 
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shows him in the middle of a group that includes not only today’s 
interior minister, Jean-Pierre Chevénement, but also today’s 
prime minister. Indeed, whatever their doctrinal differences, Mr 
de Seilliére and Mr Jospin remain close friends. 

So, after ENA, and then ten years-—just like Mr Jospin—as a di- 
plomat (including one high-flier’s stint in the office of a prime min- 
ister, Jacques Chaban-Delmas), and then a year teaching at Har- 
vard, why did Mr de Seilliére not keep to the traditional énarque 
route:a topjob in the civil service, perhaps, or a comfortable seatin 
parliament, or a spell in charge of a nationalised industry? 

The answer is that, in the mid-1970s, the fast-dwindling family 
fortune, tied up in the three-centuries-old Wendel steel group, 
needed his help. The baron’s remedy was to set up a holding com- 
pany—ceir (Compagnie Générale d’Industrie et de Participa- 
tions)—-to hunt for profits and pros- 
pects. The results have been 
spectacular. His unfashionable con- 
glomerate has found profits in such di- 
verse industries as motor-car parts 
and information technology: it holds 
part of the Cap Gemini information- 
technology group, Europe’s biggest. 

Plainly, Mr de Seilliére had no 
need to prove his business skills when, 
at the end of 1997, he took over from 
the demoralised Jean Gandois as the 
bosses’ leader. But whatof his political 
skills? Despite the protests, the 35-hour 
working week is now the law for allen- 
terprises with 20 or more employees. It 
will be little easier to change the man- 
agement of France’s welfare pro- 
grammes: the idea that the employers 
and the unions jointly administer the 
social-security system is a half-cen- 
tury-old tradition designed to keep 
gamekeeper and poacher honest in 
the cause of solidarité. Perhaps Me- 
def’s president is picking battles he 
cannot win. 

Or maybe he can afford to lose 
those battles in order to win the war. 
Mr de Seilliére notes that, since only a 
fraction of big firms have managed to 
strike 35-hour deals with their workers, the government has al- 
ready been forced to accept that this year will be one of transition. 
What will happen next year, when small firms too are supposed to 
apply the law—and will receive a 135-page government booklet 
telling them how? Medef’s head, scoffing at the impracticality of it 
all, says the government will have to revise the law—just as it will 
have to revise the welfare system. “Too costly, toocomplicated, too 
outdated.” “Facts”, he declares, “are facts.” 

It is a tempting slogan. Take all the issues that currently stir the 
political waters—tax reform, share options, pensions and so on— 
and the de Seilliére prognosis is simple: France will have to change 
because, faced with the competitive pressures of globalisation, the 
Internet and the euro, it has no choice. The question is when. Busi- 
nessmen may have to confront reality, but “the politicians don’t 
because they’re all from the public service, and they will try to 
change reality to conform to their texts.” As Mr de Seilliére ruefully 
admits, reality will probably be on hold until after the 2002 general 
election, but then “the sanctions of fact will be immediate.” 
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F YOU are looking for a parable of the rich variety 

of life in America, you could do worse than to take 
a drive along one of its most famous streets. Sunset 
Boulevard snakes away from the Pacific Ocean into 
the hills of rich west Los Angeles. In plush Brent- 
wood, the only non-white faces are Latino maids 
and gardeners. As Sunset skirts Bel Air, elegant ban- 
ners tell you what is happening at that haven of 
Eurocentric civilisation, the Getty Centre. Then 
comes the garish Sunset strip, where Tinseltown’s 
blonde-studded billboards trumpet America’s dom- 
ination of the entertainment industry. 

As Sunset works its way through Hollywood, 
you pass a sort of no man’s land—or should it be ev- 
eryman’s land?—where El Pollo Loco, Hoy’s Wok 
and a restaurant called Uzbekistan nestle beside 
Burger King. One shop claims to be “The Crossroads 
of the World”. Gradually the number of Spanish 
signs increases. Television stations point out that 
they broadcast “Todo el dia en espanol”; a website 
called quepasa.com urges Spanish speakers to get 
online. As you near Dodger Stadium, most dry 
cleaners and hairdressers have become lavenderias 
and peluquerias—although some shop-signs mix 
the languages, as in “Bonita y Cheap”. 

At the very end of Sunset lie two surprises. The 
first is a brief spell in Chinatown: suddenly Asian 
schoolchildren replace Hispanic ones, and Spanish 
| signs give way to Chinese ones. The second is that 
| soon afterwards Sunset becomes Cesar Chavez Ave- 
nue, after the leader of the Latino farm workers’ 
movement. 
| The point about this journey down Sunset is 

that it is far from exceptional. Some Los Angelenos 
| would say that Wilshire or Olympic Boulevard offer 
| an even more cosmopolitan hodge-podge. In Chi- 
cago, Fullerton Avenue begins in rich white Lincoln 
Park, but soon takes you on a global walkabout 
through different parts of Eastern Europe and Latin 
America. In Queens, New York, a ride on the num- 
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Oh, say, can you see? 


ber seven subway train above Roosevelt Avenue of- 
fers you a quick demonstration that this is indeed 
the world’s most ethnically diverse country. 

And why stop at the immigrants’ familiar 
haunts? lowa has been quietly importing Bosnians 
and Sudanese to rejuvenate its ageing population. In 
Silicon Valley, whites are now an acknowledged mi- 
nority. Levittown, Pennsylvania, the quintessential 
American suburb, boasts a Turkish mosque. In 
Orange County, the home of John Wayne Airport, 
the two first children to be born this millennium 
were Cambodian-American and Mexican-Ameri- 
can. Detroit claims to be the Arab capital of Amer- 
ica. Miami used to be thought of as a Cuban enclave, 
but is becoming more Haitian, more Jamaican, more 
all sorts of things. The mayor of Miami-Dade, Alex 
Penelas, says his region is home to 156 nationalities. 


Latinos’ turn 

In the 1950 census, America was 89% white and 10% 
black. Other races hardly got a look-in. Now Latinos 
account for around 12% of the population. Within 
the next five years, they will overtake blacks to be- 
come the largest minority group. If current trends 
continue, they will be the majority in Los Angeles 
County in ten years. In 20 years, they will dominate 
Texas and California. By 2050, one in four of the 
400m people who will then be living in the United 
States will be Latino—and if you add in Asians, their 
joint share will be one in three (see chart 1, next 
page). The bulk of the “new Americans” on whom 
this survey will concentrate are Latinos and Asians, 
although there are also newcomers among the 
“white” and “black” groups. 

The rise of these new Americans is being fuelled 
by immigration (see chart 2, next page). Every year 
roughly a million new people arrive (700,000 legally, 
300,000 illegally); more than in any other country in 
absolute numbers, though not as a proportion of the 
population. Once settled, the immigrants generally 
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have more children than their neighbours (an aver- 
age of around three per woman, compared with 1.8 
for non-Hispanic white women). Since 1990, the 
number of foreign-born American residents has 
risen by 6m to just over 25m in the biggest immigra- 
tion wave since the days when newcomers from Eu- 
rope crowded on to Ellis Island around the turn of 
the 2oth century. Half of the 50m new inhabitants 
expected in America in the next 25 years will be im- 
migrants or the children of immigrants. 

So what is new? In America’s short modern his- 
tory, heavy immigration has been the rule; remem- 
ber America’s motto, e pluribus unum. In the period 
from 1850 to 1920, roughly one in eight Americans 
was foreign-born. As Michael Barone, a columnist 
for US News and World Report, has put it: “Ethnic 
diversity is as American as apple pie—or soul food 
or tacos or dim sum.” 

Indeed; and the effect of the current wave of im- 
migrants seems likely to be every bit as momentous 
as that of the last great wave a century ago. In fact, it 
may turn out to be even more influential, for three 
reasons. To begin, America is now a well-established 
place rather than a frontier wilderness. Immigrants 
are no longer simply filling up empty space. Second, 
people have arguably become even more important 
than they were. A hundred years ago, Henry Ford 
complained that when he hired a pair of hands, he 
also got a human being; for the kind of work on offer 
in his factories, that was more of a hindrance than a 
help. Nowadays all the vogueish economic forces— 
the New Economy, globalisation, technology—em- 
phasise the importance of human capital. 

The third (and politically incorrect) point is that 
the current arrivals are different from their Euro- 
pean predecessors—and many of them look differ- 
ent too. Xavier Becerra, a young congressman with 
an office in the most Latino part of Sunset Boule- 
vard, explains that “I am always identified before I 
identify.” Next, thanks to a mixture of improved 
technology and geographical proximity, Latinos feel 
(and are) much closer to their homelands than ear- 
lier European immigrants. They also have a com- 
mon language that can at least put up a decent fight 
against English. 

This survey will seek to answer three funda- 
mental questions: Is the melting pot still working? If 
so, is it good for America? And how will this latest 
wave of New Americans change their chosen coun- 
try? As for the first two, most of the available evi- 
dence suggests that the melting pot is still bubbling 


away, and benefiting everybody. But there is a dan- 
ger of overstating those benefits. Immigration 
plainly has its losers as well as its winners, and in 
economic terms the easily measurable pluses ap- 
pear to be small. There are big doubts about Amer- 
ica’s immigration policy and its laws, and big wor- 
ries over whether its education system can cope. 

The third question might best be answered in 
culinary terms. If you add new ingredients to a thick 
stew, those ingredients are bound to lose some of 
their particular tang—but they will also change the 
flavour of the stew. Among other things, immigrants 
are helping to drag the country south-westward: 
they are changing what America listens to and what 
it eats; they are opening up a gap between half a 
dozen multi-ethnic centres that attract well over 
half the newcomers, and a much less diverse heart- 
land; indeed, they may change the way the country 
thinks about everything from abortion to NAFTA. 

Even the terms “Latino” and “Asian-American” 
are problematic. Does it make sense to lump to- 
gether, say, a computer programmer from Banga- 
lore, a shopkeeper from Seoul and a Hmong tribes- 
man? Around two-thirds of Latinos hail from 
Mexico, but Texans of Mexican descent like to be 
called Tejanos, whereas other Mexican-Americans 
prefer to be known as Chicanos. This survey mostly 
uses the blanket term Latino because it seems mildly 
less disliked and more accurate than Hispanic. 

For the moment, the effect of the new immi- 
grants has barely begun to be felt. Yet the issues they 
raise often lurk behind the headlines. One example 
is the sad tale of Elian Gonzalez, a six-year-old Cu- 
ban boy who recently arrived in Miami, having 
watched his mother drown during an attempted es- 
cape from Cuba. He immediately became the sub- 
ject of a grotesque custody fight between his father 
(backed by the Cuban government) and his rela- 
tions in Miami (backed by Cuban émigré groups). 

Around the same time the sports pages were 
dominated by John Rocker, a white Atlanta Braves 
pitcher from a deprived background who had made 
unhelpful remarks about multi-racial New York 
(“The biggest thing I don’t like about New York are 
the foreigners, Asians and Koreans and Vietnamese 
and Indians and Russians and Spanish people and 
everything up there. How the hell did they get in this 
country?”). Mr Rocker was immediately con- 
demned by all concerned, but many Latino politi- 
cians worry that he simply spelt out what many 
people like him feel—and that those feelings could 
gather strength if the economy loses its fizz. 

It has happened before. The Ellis Island wave of 
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a century ago, now universally considered a good 
thing, also roused opposition in its time, eventually 
followed by legislation to stop it. In a nasty flirtation 
with eugenics in the 1920s, Congress imposed a se- 
ries of quotas by national origin on immigration. In- 
deed, the current surge in new arrivals has its origin 
in the lifting of those quotas in the 1960s. Califor- 
nians note that whites, who were once so generous 
to newcomers, are beginning to behave like a minor- 
ity under pressure. 


Demography is destiny 

Americans have a somewhat schizophrenic attitude 
to immigration. Most polls show that around two- 
thirds of the population would like to reduce it 
(with the most recent arrivals often among the most 
hostile); but the same proportion think that legal im- 
migration is a good thing, and that family members 
should have the right to bring in their relatives. The 
explanation may be that immigrants encapsulate 
the American dream, but they are also responsible 
for an embarrassing secret. A country built by immi- 
grants, the United States still derives much of its 
youthful vitality from their presence. Pick up the 
biography of any American figure, and it will begin 
“He/his parents/his grandparents came to America 
with nothing, but...”, Silicon Valley is merely the lat- 
est American showpiece to be built in large part by 
immigrants. 

The embarrassing secret is the importance to 
daily life of illegal immigrants. Every American poli- 
tician claims to condemn their presence, but with- 
out them the domestic life of middle-class America 
would fall apart; food prices would climb steeply as 
produce rotted in the fields; hotel rooms would 
stand uncleaned; swimming pools would become 
septic tanks; and taxis would disappear from the 
streets. In short, the country would grind to a halt. 

For the most part, the system that has evolved 
suits both employers, who get cheap and plentiful 


| labour, and employees, who although badly paid 


earn much more than they would at home. But it 
still has its problems. Many of those gardeners and 
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cleaners live in conditions that shame such a rich 
country. The system also makes an ass of the law. 
America spends a fortune trying to stop people com- 
ing in, often putting their lives at risk, but does next 
to nothing once they have arrived. 

This survey will argue that the current wave of 
immigration should be viewed with guarded opti- 
mism. That is partly because, without immigrants, 
rich countries tend to get old fast. Europe is begin- 
ning to notice that, and so is Japan. But the main jus- 
tification is the attitude of the immigrants them- 
selves. Whatever the problems, those people came 
to America because they wanted to be there. Drive 
along the streets of Los Angeles at seven in the 
morning, and you will see groups of Latino men 
gathered at street corners and in car parks, waiting to 
work long hours for low pay. If America squanders 
their enthusiasm, it will not be their fault. 
= 





Give me your tired, your confused 


N THE argument about immigration, the border 

plays a large and perhaps exaggerated part. For 
supporters, America’s frontier is the place where the 
adventure begins; heroic or tragic stories abound 
about people trying to break into America. In Janu- 
ary, three Chinese stowaways from Hong Kong lost 
their lives crossing the Pacific in shipping containers 
to reach the place known, poetically, as Gum San 
(mountain of gold). 

Nativists, for their part, regard the border as a 
small picket fence holding back a flood of semi- 
criminals. Smuggling people into America has be- 
come a huge business, they point out. Illegal immi- 
grants from China often pay $50,000 a head to get to 
Gum San. Various parts of southern Texas, Califor- 
nia and Arizona seem to have become as leaky as a 
sieve. Billions of dollars have been spent on 
strengthening the border with Mexico, and Con- 
gress is now pressing to defend America’s “unpro- 
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tected” northern border against terrorists sneaking 
in from Canada. A new law, due to come into effect 
next year, will try to track all foreign visitors in 
America. 

But for most immigrants, arriving in America isa 
mundane affair. About eight out of ten of the new 
Americans come into the country legally in the first 
instance. The 700,000 legal immigrants each year ob- 
viously have visas of one sort or another, but so do 
around half the 300,000 illegals (who become “‘ille- 
gal” by outstaying their welcome). 


Creative chaos 


What all immigrants discover sooner or later is that 
America’s immigration law is a cumbersome mess. 
Most people blame this on the Immigration and 
Naturalisation Service. The ins is certainly inef- 
ficient. The phrase “ins data” is an acknowledged 
oxymoron, and there is a huge backlog of applica- 
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Let me in 


IKE so many other revolutions, Amer- 

ica’s ethnic makeover officially dates 
back to the 1960s. In 1965, Congress 
dropped the hated national quotas it 
had imposed in the 1920s. Instead, it 
brought in quotas that favoured family 
ties. In some ways the act was a surren- 
der to the status quo. Even before it was 
introduced, a large majority of the visas 
granted had been family ones. And it 
seemed to have little immediate effect: 
the current wave of mass immigration 
did not start until the 1980s. 

Most immigrants fall into one of the 
following five categories: 
e Family members, who account for 
around two-thirds of those coming to 
America. An American citizen can spon- 
sor a spouse, child, parent or sibling. A 
holder of a green card (work permit) can 
sponsor a spouse, child or sibling. 
Around three-quarters of new family 
immigrants are spouses or chil- 
dren. In principle, though, the 
current system offers any re- 
sourceful group of people the 
chance to bring in an almost 
unlimited number of relatives. 
Back in 1965, nobody really 

associated the change in law 
with a change in the country’s 
ethnic composition. At the time, 
the main source of foreign im- 
migrants was Europe. The main 
beneficiaries of the family sys- 
tem, however, have clearly 
been Latinos and Asians. 
e Officially, around 140,000 em- 
ployment-related green cards in 
half a dozen categories are 
available each year. But, thanks 





to the long backlog in applications being 
processed by the Immigration and Nat- 
uralisation Service, last year only 40,000 
green cards were issued. Under pressure 
from employers in Silicon Valley, Con- 
gress bumped up the number of 
“temporary” H-1B visas for highly skilled 
people from 65,000 a year in 1998 to 
115,000 a year, and there are moves to in- 
crease the figure again. The Information 
Technology Association of America 
claims that some 340,000 skilled posi- 
tions in American companies remain 
unfilled. 

Most H-18 visa holders go on to ap- 
ply for green cards, which would appear 
to defeat the “temporary” nature of H-1B 
visas. However, the delays in issuing 
green cards can be interminable (in Cali- 
fornia, the average wait is now around 
six years), and the limit of 9,800 employ- 
ment-based green cards for people from 


any one country hits certain countries 
disproportionately hard: green cards for 
Indian and Chinese applicants, for ex- 
ample, always run out well before the 
end of the year. 

e America has a long and noble tradition 
of opening its doors to refugees, but it 
has contradictory (as well as increas- 
ingly tough) rules about who qualifies as 
one. All Cubans who arrive in Miami (or 
anywhere else) are welcomed with open 
arms; Haitians are not. In 1999, only 38% 
of all those seeking asylum received it. 
And, thanks to new laws, most of those 
waiting for their cases to be heard spend 
their time in county jails, often for 
months on end. 

However, some immigrants cer- 
tainly cheat. For instance, Amadou 
Diallo, a young street hawker from 
Guinea who died in a police shooting in 
New York last year, claimed that he was 
a victim of ethnic cleansing and his par- 
ents had been killed; in fact he came 
from a middle-class family and both his 
parents were alive. 








Most just walk through the door 





e An extra 50,000 green cards 
are handed out each year in a 
lottery. Around 7m people ap- 
ply. The lottery is subject to 
diversity rules limiting the 
number from any particular 
country. Countries with power- 
ful political connections—nota- 
bly Ireland—get a dispropor- 
tionate number of cards. 

e Nobody knows how many il- 
legal immigrants there are. The 
INS put the figure in 1996 at 5m, 
which many people regard as 
low. Around 300,000 a year are 
thought to sneak in, and most 
seem to escape detection fairly 
easily. 











tions. The organisation recently boasted that it had 
cut the time it takes to become a citizen from 28 to 12 
months, But the wait for green cards (work permits) 
| is legendary and lengthening. Linus Torvalds, the 
creator of the Linux computer operating system and 
a man most governments would pay good money 
to have in their country, applied for his green card in 
August 1998; he is still waiting. 


ways had a fairly strict class system. As Luis Plascen- 
cia of the Tomas Rivera Policy Institute at the Uni- 
versity of Texas points out, the concept of “we the | 
people” originally implied only “white propertied 
males”; and from the very beginning, the idea of the 
American nation excluded the separate nation of | 
American Indians. Since then, immigrants have of- 
ten been among those to whom nationality was de- 
nied. In the 19th century, a whole body of law was 
built up to fence off Chinese contract labourers. 
Asian-Americans got the vote only 50 years ago. 
Wholesale discrimination has gone, except for 
communists and criminals, but America still divides 
its inhabitants into five groups, each with its own le- 
gal status: foreigners without papers who are inter- 
cepted at the borders; illegal immigrants living in 
America; visa holders; legal permanent residents 
(usually green-card holders); and full citizens.Which | 
category you are in makes all the difference. | 
A foreigner at the border has virtually no 
rights; under a controversial 1996 law, border guards 


Don’t shoot the messenger 


However, most of the problem lies with the laws 
themselves, not their enforcers. The rules that gov- 
ern immigrants’ entry into America and their legal 
status thereafter are, in turn, contradictory, dis- 
ingenuous, hypocritical, downright cruel and ridic- 
ulously over-generous. Were they to be efficiently 
enforced, the result would be total chaos. 

The muddle begins with the selection of the 
people who are allowed in (see box). It continues 
with their treatment once they arrive. Despite all the 
talk about freedom and equality, America has al- 
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Invasion by stealth o 
Illegal aliens, 1996 estimates, '000 

Top countries of origin Top states of residence 
Mexico 2,700 California 2,000 
El Salvador 335 Texas 700 
Guatemala 165 New York 540 
Canada 120 Florida 350 
Haiti 105 Illinois 290 
Philippines 95 New Jersey 135 
Honduras 90 Arizona 115 
Poland 70 Massachusetts 85 
Nicaragua 70 Virginia 55 
Bahamas 70 Washington a 
Source: US Immigration and Naturalisation Service 





can remove anybody on the spot without giving 
them access to a lawyer or judicial review. Last year 
some 89,000 people were subject to such “expedited 
removal”. Increasingly, longer-term foreign resi- 
dents are getting similar treatment. Immigrant 
housewives have been deported for shoplifting. Last 
November America at long last freed an Egyptian, 
Nasser Ahmed, whom the rei had kept locked up 
for three years on “secret” evidence, not revealed to 
his lawyers. 

The apparently slender gap between full citizen- 
ship and permanent residency also offers opportu- 
nities for discrimination, particularly at a local level. 
Cities and states have long earmarked various jobs, 
in the past including such things as “soda-pop sell- 
ers” and “barbers”, for American citizens only. The 
current list includes “peace officers”, which can 
mean anything from chief of police to caretaker at 
the local cemetery. 

California’s infamous Proposition 187, passed 
by referendum in 1994, denied various services to il- 
legal immigrants, including public education and 
health care, It has since been ruled unconstitutional, 
but many of its traces remain. Legislation intro- 
duced in 1997 barred the use of federal money to pay 
Medicaid benefits to poor legal immigrants for their 
| first five years. A new law in New York state which 

extends health coverage to the poor, using revenue 
from a cigarette tax, denies those benefits to new im- 
migrants. 

Then there is the thicket of local laws that just 
happen to discriminate against immigrants. In Long 
Island, a few snooty towns have introduced Neigh- 
bourhood Preservation Acts, limiting the number of 
people who can live in any one rented house. The 
ostensible aim was to improve immigrants’ safety. 
Oddly, though, the law seems designed to exclude 
summer rentals, so rich Manhattanites are allowed 
to cram into holiday houses. 

Immigrants, especially illegal ones, are also easy 
to exploit. There is a large network of phoney immi- 
grant lawyers waiting to overcharge people to fix 
their papers, and an even larger network of people 
selling Social Security numbers and driving licences. 
And many employers are apt to bully newcomers. 
In January, a court forced a Holiday Inn Express to 
pay $72,000 to nine illegal maids in compensation 
for firing them for a unionisation drive; all nine said 
they would happily trade their windfalls for the 
right to remain in America. 

Life for immigrants, then, can be rough; on the 
other hand, America often adopts a surprisingly 
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generous “don't ask, don’t tell” attitude towards ille- 
gal immigration. Its law in this respect is rather like a 
hedgehog: it has a hard, prickly exterior (as exempli- 
fied by the fence the height of two men that now 
runs along some stretches of the southern border), 
but its centre is surprisingly soft. 

Some of this generosity has to do with simple 
human decency, often mandated by the courts. For 
instance, since a 1982 court ruling in Texas, public 
education has been made available to the children 
of illegal immigrants. The Equal Opportunities 
Commission has ruled that illegals should be pro- 
tected from discrimination, just like everybody else. 
And just as some local authorities find ways to pick 
on illegals, others try to shield them. San Francisco, a 
little idiosyncratically, wants to make itself “a city of 
refuge” for gay illegals, banning city workers from 
helping to deport same-sex partners. 

The central contradiction, however, is that Con- 
gress has always balanced toughness in stopping il- 
legal immigrants at the border with relative leniency 
for those who employ the illegals inside the country. 
Until 1986, the law said explicitly that there was no 
penalty for employing an undocumented alien 
(though to be one was illegal). Now there are nomi- 
nal fines and penalties. But the system is still lax. For 
instance, when a new employee gives his Social Se- 
curity number, the employer is uncer no strong ob- 
ligation to check it; moreover, there is a law prevent- 
ing the Social Security system from reporting a fake 
number to the ins. 


When would you like your surprise raid? 


More galling to the purist are the industries that rely 
on the blatant large-scale employment of illegal im- 
migrants, Visit any farm in California’s Central Val- 
ley, any orchard in Florida, any slaughterhouse in 
lowa, any restaurant kitchen in New York or indeed 
the garden of any middle-class suburbanite not run- 
ning for political office, and undocumented workers 
are everywhere. The ins does sometimes make spot 
checks, but it nearly always tells the employer be- 
forehand, which ensures that on the day many 
workers happen to be absent. 

Mark Krikorian of the Centre for Immigration 
Studies concedes that the rns has a problem. When- 
ever it makes a half-serious attempt to catch work- 
ers, it sets off a stream of protests. For instance, a raid 
last year on onion growers in Vidalia, Georgia, pro- 
duced letters of complaint from both the state's sen- 
ators and three of its congressmen. When the Ns re- 
cently arrested some 4o illegal Indian software 
programmers in Texas, it caused a storm. 

The contradictions in America’s immigration 
laws are becoming increasingly awkward to live 
with. Canada is getting cross with a partner who in- 
sists on ever freer trade but keeps on erecting barri- 
ers at its frontier. Some people ask whether a trade 
block need necessarily involve the free movement 
of labour as well as that of capital and goods. In Mi- 
ami, the Haitian community complains about the 
favouritism shown to immigrants from Cuba. 

One sensible idea supported by many Republi- 
can border-state politicians, including George W. 
Bush, is to simplify and expand a guest-pass system 
for agricultural workers. Immigrants could come 
and work for six months a year (which is all that 
many Mexicans want to do); if they did this for five 
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Not only the 
immigrants, but 
America too 








out of seven years, they could become eligible for a 
green card. The scheme has the support of the grow- 
ers, but unions who worry about keeping farm jobs 
for Americans (as though there was a queue) are sus- 
picious, and so are many immigrant groups. 

The truth about America’s immigration muddle 
is that it suits most people most of the time. Employ- 
ers—from semiconductor firms to orange growers— 
get the workers they need, usually fairly cheaply; 
immigrants make a living and get an education for 
their children. An illegal farm worker is paid around 
$7 an hour, half the rate for a legal one, but double 
what the same worker could get in Central America. 
And conservative voters are secure in the knowl- 
edge that their frontier is being patrolled, but they 








Welcome to Brownsville 


Who gains? 


OOK around II Fornaio restaurant in Palo Alto, 
and the whole idea that immigration might be 
controversial seems as passé as analogue radio. In 
1970, whites accounted for 80% of the population of 
Santa Clara County; last year they became a minor- 
ity. One in four new businesses in Silicon Valley is 
started by someone of Indian or Chinese origin. The 
valley's success is based on merit: it depends on tak- 
ing the best, wherever in the world they were born. 
The only debate is about how the authorities can be 
persuaded to let in more foreign talent. 
Daniel Stern takes a different view. The head of 
the Washington-based Federation for American Im- 
migration Reform argues that his country is being 
“held hostage by a group of globalists who want na- 
tion states to dissolve into some net-zen Utopia.” He 
cites a long list of American heroes, from Benjamin 
Franklin to Woodrow Wilson, who opposed mass 
immigration, which he sees as a conspiracy against 
ordinary working people by big business (which 
wants cheap workers) and the public-service unions 
(whose jobs depend on looking after immigrants). 
In the mid-1990s much of the running was made 
by Republicans who wanted to control immigra- 


will not have to forgo their indispensable low-cost 
gardeners or nannies. 

The part of America where these contradictions 
really chafe is the border. The ranchers around 
Brownsville in east Texas, at the Mexican border, 
complain that both the chasers and the chased wan- 
der across their land. And for the Latinos who make 
up 80% of the local population, there is the added in- 
convenience of random checks. In Cameron Park, a 
poor immigrant area on the fringe of Brownsville, 
locals say the border guards have reached a rough 
modus vivendi with them: agents stop people in the 
streets, but seldom enter people’s homes. However, 
that compromise still leaves many people afraid, 
and also annoys legal residents who resent being 
stopped. Most of Cameron County’s top elected of- 
ficials have been questioned at one time or another. 
People joke bitterly about the crime of “driving 
while Mexican”. 

Some schemes to import illegals are conducted 
like slick multinational businesses, but most are 
amateurish and clumsy. One recent ruse in Arizona 
involved renting out babies. This was because the 
border patrol had no family quarters, so if you were 
caught, the family would be released and told to re- 
port back later. South of San Diego, immigrants float 
up a river so polluted that the border patrol refuses 
to dive into it. 

These ordeals will continue as long as America 
pursues its present policy of confining any serious 
efforts to catch people to the places where it is most 
difficult. Certainly, America’s iron curtain has done 
little to stop people coming in. It may even be push- 
ing up the number of illegals, by persuading sea- 
sonal workers to stay all year. To end this tragicom- 
edy, America would need to adopt a different 
immigration policy. But that would require it first to 
make up its mind on what it thinks of immigration. 
ss 





tion, but now a booming economy and the growing 
importance of immigrant votes have muffled nativ- 
ists’ objections. According to Stephen Moore of the 
(pro-immigration) Cato Institute, the nativists are 
changing their tune because their previous claims 
have become untenable: “Twenty years ago, they 
said that it would cause unemployment. We have let 
in another 15m people, and we have the lowest un- 
employment in living memory.” 

But as Mr Moore concedes, none of this means 
that the nativists will go away. To begin with, the 
economy may stop booming. More fundamentally, 
though, the case for immigration is not open and 
shut. Yes, most of the evidence suggests that the cur- 
rent wave of immigration is good for America. But it 
is not good for everybody; and the general benefits 
are often harder to identify than the specific costs. 

Arguments about the benefits generally revolve 
around three issues: immigrants’ net contribution to 
the economy; the amount of taxpayers’ money they 
absorb; and the selectiveness of America’s immigra- 
tion rules. 

The biggest effort to date to assess how immigra- 
tion has affected America as a whole was a mam- 
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moth study carried out for Congress by the National 
Academy of Sciences in 1997. It concluded that im- 
migration provided a net benefit to the American 
economy of around $10 billion, quite a modest sum 
when set against an $8 trillion economy. Pro-immi- 
gration experts say that the Nas study, which looked 
mainly at the difference between the wages paid to 
immigrants and the value of the goods and services 
they produced, missed the full benefits of importing 
people with different skills and the gains from a 
broader range of products and services—not to 
mention the many businesses started by immi- 
grants. This is probably true, but hard to pin down. 

James Smith, an analyst at the Rand Corpora- 
tion and one of the authors of the NAs report, reck- 
| ons that the figures could equally well be tilted the 
| other way by isolating the costs of less desirable 
groups, such as immigrant prisoners. A recent study 
by the Centre for Immigration Studies showed that 
immigrants were in fact a little less likely to be self- 
employed than native Americans. 





The $300,000 question 

| Apart from the overall effect on the economy, there 
| are also specific winners and losers from immigra- 
tion. The most conspicuous winners are legal immi- 
grants. A new study of this group in the 1990s by Mr 
Smith and others* shows that for any male new- 
comer the immediate effect of getting to America is 
equivalent to winning $10,000. Over a lifetime, the 
gain comes out at an impressive $300,000. 

Perhaps surprisingly, some of those who lose 
out are highly paid workers. Some of the computer 
programmers ingesting their pasta at Il Fornaio 
would be paid even more if there were no Indians to 
snap at their heels. But many of the losers are poor 
and unskilled Americans. The nas study reckoned 
| that competition from immigrants (mostly the ille- 
gal sort) brought a 3% cut in the wages of locals who 
had only a high-school certificate. It also concluded 
that the worst-hit group were usually immigrants 
from the previous wave. 

“The real problem with immigration is not its 
overall economic impact but its redistributive ef- 
fect,” says George Borjas. A liberal Harvard profes- 
sor whose parents fled from Cuba, Mr Borjas is hard 
to caricature as a nativist, but he has become one of 
the stronger voices arguing for more restrictions on 
immigration. The rich, he argues, gain from having 
cheaper nannies. But for America’s poor, the arrival 
of unskilled workers has made it harder to find jobs 
in an economy that demands ever more education. 
America, he thinks, needs a breathing space. 

The fiscal effects of immigration, like its overall 
effects on the economy, are a mixed bag. Anti- 
immigrationists seize on the fact that a native Cali- 
fornian family typically pays around $1,200 more in 
state and local taxes than it receives in benefits, 
whereas immigrants on average are net gainers. Fair 
enough: immigrants tend to have more children, so 
they consume more education services than natives. 

But the methodology is flawed: the children 
who count as part of the costs of immigration when 
they are young are treated as “natives” when they 








“The New Immigrant Survey Pilot”, by Guillerma Jasso, Douglas 
Massey, Mark Rosenzweig and James Smith. July 1999, available from 


Rand Corporation. 
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begin to pay taxes. If their taxes were counted as 
benefits, then immigrant families would usually be 
seen to contribute more than they take from the 
state. A study by Ronald Lee at the University of 
California at Berkeley calculated that taxpayers 
make a cumulative profit of $80,000 from each new 
legal immigrant over his lifetime. But this number 
has to be treated with caution: it includes the taxes 
the immigrant’s children pay, and most of the bene- 
fits come in the later years. On average, most new- 
comers are a fiscal burden for their first 22 years. 

All these numbers, it should be said, rely on 
complicated guesstimates that can easily change 
with different assumptions, and they are bedevilled 
by the problems of counting illegal immigrants. 
Broadly speaking, most of the numbers suggest that 
in the long term America gains from immigration— 
but that the immigrants gain even more. 

Opponents of immigration have recently 
changed tack, and now concentrate on going for 
higher quality instead of restricting numbers 
(though they do not put it quite so bluntly). America, 
they suggest, should use its clout in the market for 
immigrants to pick only the best—an argument that 
may gather force in a downturn. Mr Borjas reckons 
that today’s immigrants are not only less skilled 
than the native population, but also less skilled than 
their predecessors. He suggests that America should 
use a points-based system which would take advan- 
tage of the investment that the immigrants’ country 
of origin has already made in their education and 
training. 

Such a system, which he concedes would have 
kept his parents out of America, would be good for 
Silicon Valley, because it would allow in many more 
programmers, Indeed, most of the changes in immi- 
gration rules over the past decade have been aimed 
at increasing the number of skilled immigrants. 
Even supporters of the present rules admit that 
there are blatant abuses, notably when elderly par- 
ents are brought in solely to take advantage of Medi- 
care programmes. 5 

All the same, a push for quality raises three im- 
mediate problems. The first is politics. Any move to- 
wards a preference for skilled people would dra- 
matically reduce immigration from Latin America, 
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and be condemned as racist. And the mathematics 
are complicated, says Stuart Anderson, a congres- 
sional aide and immigration expert—particularly if 
you want to reduce the overall number of immi- 
grants as well. At the very least, America would con- 
tinue to let in spouses and minor children, which 
alone would add up to some 250,000 people a year. 
To halve total new immigration to 500,000 a year, as 
Mr Borjas suggests, the number of illegal immigrants 
would need to be dramatically reduced. 

The assumption that the present crop of legal 
immigrants are underskilled may also need to be re- 
vised. Mr Borjas bases his figures on census data that 
include both legal and illegal immigrants. Mr 
Smith’s detailed study of legal immigrants in the 
1990s finds exactly the opposite: that the newcom- 
ers’ median length of schooling is 13 years, one year 
more than for the native population, and that new 
immigrants are more highly educated than their 
predecessors. 

The main economic gain from immigration, 
however, comes not from the fact that newcomers 
have more skills, but that they have different ones. 
Mr Smith’s study shows that immigrants, not sur- 
prisingly, are far more heterogeneous than the na- 
tive population. Other studies have shown that the 








main benefits to the economy come at both ends of 
the labour market—at the bottom as well as the top. 
In America’s top six immigration states, not only 
were three-quarters of all the tailors and more than 
half the cooks, taxi drivers and farm workers born 
overseas, but so were 40% of the physics and politi- 
cal-science teachers and more than a quarter of the 
physicians, chemists and economists. 

Yet in the end, all the statistics about immigra- 
tion probably count for less than one basic fact, 
which is as true today as it was in the days of Ellis Is- 
land. Immigrants, as Mr Moore at the Cato Institute 
puts it, are a self-selected elite: in a world where nine 
out of ten people live within 100 miles of their place 
of birth, they have already taken a big, bold step 
simply by coming to America. 

And even if the restrictionists’ doubts turn out to 
be justified, it may be too late to put the lid back on 
the pot. The recent wave of immigration has already 
left large numbers of newcomers permanently set- 
tled, and even the harshest cutbacks envisaged 
would still allow in far more people than the aver- 
age of 200,000 a year who arrived in the 50 years 
from 1925 to 1975. For better or worse, America is go- 
ing to keep on adding more flavours to the melting 
pot. So is that pot working as it should? 


The mixture as never before 


HESE immigrants are “the most stupid in the na- 

tion, few of their children speak English and 
through their indiscretion or ours, or both, great dis- 
orders may one day arise among us.” Latinos? No: 
the speaker was Benjamin Franklin, and he was talk- 
ing about German immigrants 200 years ago. A hun- 
dred years ago, America still had plenty of German- 
language newspapers; and doubts about German- 
Americans’ loyalty were finally dispelled only when 
they took up arms against the Kaiser. Out of all the 
myths about the melting pot, none is more perni- 
cious than the idea that it once worked perfectly. 

One interesting thesis, put forward by Michael 
Barone in a recent speech to the American Enter- 
prise Institute, is that today’s minority groups re- 
semble various immigrant groups of 1900. Blacks to- 
day have much in common with the Irish a century 
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ago; Latinos with the Italians; and Asians with the 
Jewish immigrants of that time. There are obvious 
limits to such comparisons, but also useful lessons. 

To take just one of Mr Barone’s comparisons, 
most of the Italians of 100 years ago hailed from the 
rural south. Like many Latinos, they came with a 
low opinion of politics, a strong sense of family, a 
habit of hard work, conservative views about the 
role of women and a tendency to drop out of school. 
They sent back much of the money they earned. The 
Little Italys were their barrios. 

But gradually they assimilated. The breathing 
space afforded by the 1924 act to restrict immigra- 
tion helped, and so, in their grim way, did the two 
world wars. In the second one, many Italian-Ameri- 
cans fought against their mother country; and once 
they returned, the veterans took advantage of the G1 
bill to get educated. Frank Sinatra and Joe Di Maggio 
became national idols. By the 1980s, the assimilation 
process was complete. “It took 100 years,” Mr Barone 
concluded. 

Need it take that long this time? In Britain, Nor- 
man Tebbit, a Conservative politician, once devised 
a way of measuring integration which he dubbed 
“the cricket test”. When England hosted a cricket 
match against India or Pakistan, why, he asked, did 
so many British Asians support the visitors rather 
than their country of residence? For the American 
equivalents of Lord Tebbit, any soccer match be- 
tween the United States and Mexico prompts a simi- 
lar question. On the evidence of the cricket test, 
Latino integration is still some way off. 

What makes it harder is that the debate about 
America’s melting pot is fraught with emotion, and 
not just from the nativists. The multiculturalists, for 
example, maintain that “melting pot” is a code word 
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for enforced assimilation, where “melting”, in effect, 
means turning white. They prefer the image of a 
salad, with the constituent parts still clearly identifi- 
able (and presumably no dressing). This survey 
takes a more moderate view: that the melting pot 
should allow all the flavours to mix, but should al- 
low some fairly big chunks of ethnicity to remain in- 
tact, as indeed in America they always have done. 
What matters is that immigrants assimilate enough 
to take full advantage of the country that they have 
often made such an effort to reach. 

To see whether that is happening, two main 
tests are usually applied. First, are the new Ameri- 
cans becoming more “American” in their general 
behaviour? And second, how well are they doing 
economically? The two questions are usually linked: 
if an ethnic group has achieved much the same in- 
come distribution as the country as a whole, it is a 
sign that it has melded into the whole. But they are 
not always the same: a community can flourish eco- 
nomically but still keep a sense of separateness. In 
California’s Monterey Park, the first city on the 
American mainland to have a majority Asian popu- 
lation, a Chinese immigrant can lead a life that in 
terms of language, media and cuisine is not much 
different from one in Hong Kong. Conversely, some 
Asian-Americans face economic challenges to 
assimilation as well. Parts of the Laotian, Vietnam- 
ese and Cambodian communities remain wretch- 
edly poor. 

However, most of the doubts about the melting 
pots efficacy revolve around the Latinos. This is 
partly because there are so many of them: 32m, of 
whom roughly half were born outside the United 
States. But it is also because, at first sight, there ap- 
pear to be more obvious signs that they are not be- 
coming American fast enough, either culturally or 
economically. 

Begin with the debate about culture. One in five 
of America’s Latinos lives in greater Los Angeles; 
seven American cities account for half of all Latino 
immigrants. William Frey, a demographer at the 
Milken Institute in Los Angeles, refutes the idea that, 
ethnically, the whole of America will slowly evolve 
into a nation of Californias. In effect, two very dif- 
ferent Americas are emerging. One, centred on the 25 
biggest metropolitan areas, is already thoroughly 
multi-ethnic: whites account for less than 60% of the 
population, and Hispanics and Asians together ac- 
count for a quarter. But 147 out of America’s 271 
metro areas are at least 80% white. In this second 
America, the biggest demographic change is the ar- 
rival not of foreigners but of whites leaving cities in 
the first group. 

In many parts of the south-western United 
States, English plays a secondary role. Rodolfo de la 
Garza of the University of Texas in Austin reckons 
that, unlike 100 years ago, stable bilingualism is now 
possible. Technology has given Spanish speakers 
many Hispanic television channels and Internet 
sites. Cheap travel and geographical proximity 
mean that Latinos can easily visit their homeland. 
And, perhaps most important of all, waves of new 
immigrants are still coming in, which is an incentive 
for earlier arrivals to keep up their Spanish. 

In the eyes of many nativists, these non-melting 
tendencies are not only being tolerated, but posi- 
tively encouraged. Miami is a favourite example. 
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The first big city to come under Latino control cer- 
tainly speaks Spanish, and is governed by political 
rules that bear little resemblance to the rest of Amer- 
ica. But then Miami, which was built by middle- and 
upper-class Cubans who assumed they were going 
to return to Cuba, is pretty unrepresentative of 
Latino America too. 


Ampersand Americans 


Is the hyphenated American (eg, Mexican-Ameri- 
can) giving way to the ampersand one (Mexican & 
American)? Mexican-Americans cam vote back 
home, and keep two passports. Some want to go fur- 
ther. Charles Truxillo, a professor of Chicano studies 
at the University of New Mexico, recently predicted 
that within 8o years his state, which already has a 
Hispanic majority, would secede alongside Califor- 
nia, southern Colorado, Texas and Arizona to form a 
new sovereign Hispanic nation, “La Republica del 
Norte”. Latinos in America’s south-west, he said, 
“have been ruled by three empires, Spain, Mexico 
and the United States. Under all three systems we 
have failed to achieve self-determination.” 

In fact, most of the evidence suggests that the 
latest immigrants are bedding in at least as quickly 
as their predecessors. Again, modern communica- 
tions help: when immigrants from Mexico arrive in 
America, they already know much more about their 
country of destination than, say, Sicilian immigrants 
did 100 years ago. A study carried out for the Na- 
tional Immigration Forum last year by Gregory Ro- 
driguez of the New America Foundation shows that 
on four key indices of assimilation—home own- 
ership, citizenship, learning English and intermar- 
riage—moderm immigrants are following much the 
same pattern as their predecessors. In general, the 
immersion increases with each generation. Any 
Latino will have a story about first-generation Span- 
ish-speaking immigrant grandparents struggling to 
talk to third-generation grandchildren who speak 
only English. Already the number of Spanish-lan- 
guage cinemas in southern California is plummet- 
ing, and Spanglish is spreading. 

In the same way, attitudes become more Ameri- 
canised with each succeeding generation. Most first- 
generation Latinos oppose abortion, take a fatalistic 
attitude to life and think a woman’s place is in the 

















ea i TAN SS ae Neca Be Caan a = 
$ - : = 


12 SURVEY THE UNITED STATES 








America’s schools 
| could serve 
immigrants better 








home. By the third generation, they feel less strongly 
about abortion, read improving books such as “The 
Americano Dream” by Lionel Sosa, and consider the 
distinctly undomesticated singer Jennifer Lopez asa 
role model. 

In fact, Latinos seem to take much the same 
view of assimilation as any other group of immi- 
grants: yes, they want to become more American (if 
not, why bother coming?) but they also want to re- 
tain some aspects of their former way of life. A re- 
cent poll by the Washington Post of 2,500 Latinos 
showed that nine out of ten who have newly ar- 
rived in America think it is important to change to 
fit in. But nine out of ten also think it is important to 
retain part of their ethnic culture. 
With third-generation Latinos, this 
proportion rises to 98%. Just as there 
are Irish-Americans who try to be 
more Irish than the real thing, there 
is a growing number of Latinos who 
have never been to Latin America 
and can barely speak Spanish, but 
cherish their Diego Rivera posters. 

Nostalgia aside, Latinos in 
America as a group are poorer than 
other Americans and do worse at 
school and at college. Some anti- 
immigrationists hint they should be 
regarded as permanently disad- 
vantaged, like black Americans. In 
the past, Latino politicians were re- 
ceptive to that idea, calling for special anti-discrimi- 
nation measures based on affirmative action of the 
kind demanded by black politicians. But now the 
Latinos are beginning to point out differences be- 
tween themselves and the blacks. 

Like the blacks, the Latinos are producing a 
growing middle class; the only question is how to 
add to its number. Los Angeles now has around 
450,000 middle-class Latino households, three times 
as many as in 1980. Latinos also own 210,000 busi- 
nesses, compared with 57,000 in 1987. Some of them 
have even bought farms in the Central Valley. These 
people have generally become American citizens, 
speak good English and live in non-Latino areas. 
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A raw deal 


CEr TODAY'S learner is tomorrow’s leader.” The 
motto of Public School 220, which nestles be- 
side the Long Island Expressway in Queens, New 
York, would do nicely for most New Americans. 
Sooner or later, everything seems to come down to 
education. But many of the other notes pinned on 
the boards—sample: “Snowflakes are different, and 
so are we”’—hint at the challenges of trying to teach 
students who between them speak 26 foreign lan- 
guages at home. 
Even more perhaps than the border, places like 
Ps 220 represent the front line in the immigration de- 
bate. All the literature for parents is translated into 
Chinese, Spanish and Russian. Around 40% of the 
school’s pupils come from Uzbekistan. So many of 
them arrived with malnutrition and neurological 
problems that the principal, Athena Galitsis, set up a 
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If Latinos as a whole are poor and underedu- 
cated, it is largely because they arrive that way. Out 
of the newcomers in the Washington Post survey, | 
60% had not finished high school and 40% earned 
less than $20,000. Most had no credit cards, and one 
in three had no driving licence. But those newcom- 
ers are keen on hard work; among male Latinos, 80% 
are working, a higher proportion than in any other 
group. They also rely least on welfare programmes. 

As a general rule, it seems that the longer ago an 
immigrant arrived, the better off he is likely to be. A 
study by the Cato Institute in 1998 showed that pov- 
erty rates fall below those of natives after around 
two decades. Mr de la Garza agrees that Latinos are 
joining the middle class in unprece- 
dented numbers, especially in Cali- 
fornia, but he does not think that 
this group is growing as quickly as 
the Latino population as a whole. 
For every Latino that moves up, two 
may stay behind. 

Mr Rodriguez retorts that what 
matters most is that the direction is 
still upwards. Latinos, he argues, 
now have a much better infrastruc- 
ture to call on than ever before. “If 
you want to start a business, you can 
talk to a Latino bank manager, law- 
yer or even venture capitalist who 
understands what you need.” And 
merely by being there, the new 
Latino middle class spurs others on. 

Joel Kotkin, an urban analyst at Pepperdine 
University in Los Angeles, is probably closest to the 
mark when he argues that the real issue is not eth- 
nicity but class. The Latinos’ problems are simply 
those of all poor, undereducated people in a knowl- 
edge economy. The wage gap between college stu- 
dents and the rest has widened, and many Latinos 
are on the wrong side of it. That may not be quite as 
disastrous as it sounds: one congressional study re- 
cently forecast that even five years hence, half the 
jobs in America would require no more than a high- 
school diploma. But the public education system 
will have its work cut out. 
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special centre in the school to provide primary 
health care. 

This makes the school sound a little grim; in fact, 
it is a heartening demonstration that public educa- 
tion can work. Its polite, cheerful pupils do well in 
tests, and morale among the teachers is high. Most of 
ps 220’s virtues are simply those of good schools 
anywhere, Classes are organised so that pupils co- 
operate; parents are drawn into everything; and 
reading and writing in English is encouraged with 
an almost evangelical enthusiasm (“Drop every- 
thing and read something,” is another of Ms Galit- 
sis’s mottoes). The school used to offer bilingual edu- 
cation in English and Russian, until parents rejected 
it. Like many other teachers, Ms Galitsis is unenthu- 
siastic about bilingual education. English, she | 
thinks, is the key to getting ahead. According to the 
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polls, so do most foreign-born parents. 

New York is the next target for Ron Unz, a Silicon 
Valley millionaire who was the guiding force behind 
California’s Proposition 227. This measure replaced 
bilingual education, which around half the students 
with poor English were receiving, with crash courses 
in English. Bilingual education, originally invented 
as a way to steer funds to poor people in the south- 
west, has always produced disappointing results. It 
is now merely a sop to the teachers’ unions. Since bi- 
lingual education was banned in California about a 
year ago, test scores have risen. Even more tellingly, 
the students who were put on the English crash 
course or into mainstream classes are well ahead of 
those still stuck in bilingual ones (which a few stu- 
dents have waivers to continue). 


The wrong side of the classroom 


Bilingual education is only a small part of the pro- 
blem, but it is indicative of the raw deal immigrants 
are getting from America’s education system. They 
are usually stuck in the cities with the most bloated 
school bureaucracies (half of New York’s budget 
goes on administration). In many parts of Los Ange- 
les, the white middle class has abandoned public 
education. And multiculturalist wheezes—such as 
social promotion, whereby children are moved upa 
grade even if they have failed the exams—have done 
immigrant children few favours. 

One reform that could help is school vouchers, 
which would allow parents to choose their chil- 
dren’s school. In one recent charitable scheme, 
168,000 poor New Yorkers applied for 2,500 places. 
Many good teachers suspect that vouchers would 
amount to privatisation. But the evidence suggests 
that good public schools have nothing to fear, and 
that poor people would benefit most. 
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Politicians have been little help. 
Democrats, including most Latino 
leaders, are unwilling to offend the 
teachers’ unions. Republicans have 
some bright ideas, but are often 
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scared to use them. Mr Unz’s polls 
show that New York’s normally 
combative mayor, Rudy Giuliani, 
could surge ahead of Hillary Clinton 
if he backed a proposition banning 
bilingual education, but he hasn't. 

Many right-wingers aim their 
fire at the main citadel of multicul- 
turalism, higher education. In both 
Texas and California, voters have 
abolished affirmative-action pro- 
grammes in universities. That may 
be a good thing in the long term, but 
in the shorter term it has made life 
harder for Latinos at a time when a 
college degree is a vital rung on the 
ladder of opportunity. 

As far as the redoubtable Ms Ga- 
litsis is concerned, the earlier she can 
start teaching children the better. 
The children who go to her small 
kindergarten outperform those that 
do not, but she has no space for 
more. In pre-school education, 
America still lags behind many 
other countries with far fewer re- 
sources. 

Allin all, the barriers preventing today’s learners 
from becoming tomorrow’s leaders still look worry- 
ing high. But immigrants have one enonnous advan- 
tage: most of them desperately want to learn. That is 
why many of them have come to America. 
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The next America 


REGORY RODRIGUEZ, a Los Angeles-based 
writer, has a nice story about a crowd of young 
Latinos getting into a good-natured wrangle with a 
white drink-seller at a Latin rock concert at Los An- 
geles Sports Arena. “What are you going to do?”, asks 
one of the Latinos, gesturing at the huge crowd. 
“Chuck us all out of the country?” There is a growing 
self-confidence about the new Americans, particu- 
larly the young Latino “Generation ñ”. They seem to 
realise that they have not merely joined a country, 
but they are going to change it. 

Those changes begin with geography. Immigra- 
tion is dragging the country’s centre of gravity ever 
further south-westwards, most noticeably towards 
California and Texas. San Diego, which has long 
made a point of looking squarely north, now boasts 
about its proximity to Latin America. The fastest- 
growing states in the country—Nevada, Arizona, 
Idaho, Utah and Colorado—are getting a boost from 
immigrants, either directly or indirectly (through 
white flight). 

The same is true for a number of cities (see chart 
7, next page). But immigrants have also changed the 
geography within cities. Many people still associate 
them with inner-city ghettos, but, as Joel Kotkin, the 
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Los Angeles urban analyst, points out, their main 
destination is usually the inner ring of suburbs, leav- 
ing the city centres to young, rich, single people of all 
races and pushing the (usually white) middle class 
to suburbs further out. This suburbanisation is well 
under way in most of the places where immigrants 
are concentrated, including Atlanta, Silicon Valley 
and New Jersey. But Mr Kotkin’s prime model is Los 
Angeles, especially the huge San Fernando Valley. 

The valley has its problems. The gap between 
white and Latino incomes seems to have widened, 
largely because much of the white working class has 
moved out. Some detect racism behind a white-led 
scheme for the valley to secede from the city of Los 
Angeles, though its racial make-up—40% Latino, 10% 
Asian—is little different from the main city. But the 
overwhelming impression is not of strife but of 
commerce: specialist Asian supermarkets, Latino 
clothes shops, Korean restaurants. New Americans 
are too busy making money or trying to spend it to 
worry about racial politics. 

The networks of immigrant businesses dotted 
all over California are a tribute to the incomers’ en- 
trepreneurship, but they also reflect the lack of 
imagination by mainstream white business in deal- 
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Does it have my name on it? 


ing with the new Americans. The fast growth of spe- 
cialist Asian supermarkets in southern California 
has been partly at the expense of their established 
rivals, who thought that putting out some signs in 
Chinese and a few herbs would do. While the main 

rv networks were considering 





Stirring the pot 7|| Spanish subtitles, Spanish-speaking 
Migration to metropolitan areas Univision stole the market. 
1990-98, ‘000 Net A member of the advertising 
ree Bose bana | fraternity in Madison Avenue 
mn aiia | points out that a big car client goes 
Higni-immigration matras | to great lengths to customise its ad- 
hee tee ei Wisi vertisements in Latin America: Ar- 
2}, oes 991 -1,425 | gentina, for example, gets a different 
S Se ae an campaign from Mexico. “But in the 
pn ane ~~ United States, they just translate the 
i LM sth” ad into Spanish, and assume that 
High domestic-migration metros one size fits all.” Well-known exam- 
1 Atlanta 33 371 ples of successful ethnic marketing 
2 ` las Vegas 22 308 by corporate America, such as 
3 _, Phoenix 48 294 ATAT’S clever campaign to promote 
4 Portland 37 178 international calls, tend to go for the 
5 Denver 36 


obvious opportunities (eg, immi- 
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Gathering the 
immigrant vote is 
not easy 





_| grants might want to call home). 


Latinos control around $300 billion of spending 
power, and Asians another $100 billion. Yet immi- 
grant groups complain about being patronised or ig- 
nored by mainstream business. The media are no 
help. The only conspicuous Asian-American on 
prime-time tv is Ling, the poisonous lawyer in the 
series “Ally McBeal”. Only 1.5% of the journalists at 
America’s top magazines are Latinos. 


Overwhelming 
This will change, if only because the newcomers, be- 
ing young, will play a growing part in setting the 
trends. According to Jane Rinzler Buckingham of 
Youth Intelligence, a marketing consultancy, her 
fashion spotters increasingly concentrate on immi- 
grant neighbourhoods. But sheer weight of numbers 
may turn out to be even more important. Ross De- 
Vol at the Milken Institute says that in industries 
such as health care and housing, some of the best 
growth prospects lie in tailoring products to immi- 
grants’ needs. Newspapers everywhere are begin- 
ning to spin off local-language editions. The San Jose 
Mercury News recently launched the Viet Mercury 
to join Nuevo Mundo, its Hispanic version. As the 
editor of Latina, a magazine for young girls, ex- 
plained to Newsweek: “Blacks said ‘We will over- 
come’. Our motto is ‘We will overwhelm’.” 
Mainstream American business will find it hard 
to attract these new customers. Much ethnic market- 
ing is trench warfare, adding consumers almost one 
by one. But Holly Poirier at Intercultural Niche Strat- 
egies suggests that such efforts can be worthwhile. 
Her firm has helped sell Soviet classical recordings 
to Russian-Americans; she is also pushing a cp-and- 
biography deal to Indian fans of Ravi Shankar 
through some 1,000 Indian shops. The profits may 
be low, but so are the costs. For $3,000, she claims, 
you can mount a credible national campaign in In- 
dian papers that will reach most of the community. 
The Internet will multiply such opportunities. 
Perhaps one reason why so few mainstream 
businesses have done well in the ethnic marketplace 
is that only a small number of them are run by new 
Americans. There are few Latino faces in the board- 
room anywhere, and few Asian-American ones ex- 
cept in Silicon Valley. It may be no coincidence that 
this is also the centre of America’s new economy. 


Now for the ballot box 


f Sve office of Congressman Xavier Becerra on 
Sunset Boulevard is an impressive illustration of 
Latino ascendancy. Copies of Hispanic Business 
magazine sit in the rack; a banner from Mr Becerra’s 
alma mater, Stanford University, hangs on the wall; 
a new computer has just been delivered. Asked to 
define “Latino issues”, Mr Becerra replies that they 
are much the same as everybody else’s—things like 
jobs, schools and health care—but usually with an 
extra twist. For instance, whereas most other Ameri- 
can voters are fuming about their Health Mainte- 
nance Organisations, Latinos are more worried 
about getting access to an Hmo in the first place. 

At the other end of the country, another young 
Democrat, Alex Penelas, who is Cuban-American, 


delivers broadly the same message. “I am a bridge 
builder,” says the mayor of Miami-Dade (and the 
sexiest politician in America, according to People 
magazine). To get elected in Miami-Dade, where Cu- 
bans account for only 40% of the vote, and most of 
them are Republicans to boot, Mr Penelas had to 
build a coalition that included a number of other 
Latino groups and blacks. He is now hammering 
away at issues such as corruption. Mr Penelas’s 
mother was a hotel maid, his father a farm worker; 
he himself is sometimes mentioned as a running 
mate for Al Gore. 

It is easy to pick holes in these two Latinos’ show 
of modernity. In Miami, Mr Penelas dutifully in- 
veighs against Fidel Castro. But playing the occa- 
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sional ethnic card is hardly an ex- 
clusive Latino preserve (listen to 
any Kennedy on Ireland). The 
new thing about politicians like 
Mr Penelas, Mr Becerra and many 
of the younger Latino politicians 
is that they have other cards to 


play as well. 
New York politics was 
changed by the emergence of two 


figures: Fiorello LaGuardia, who 
was half-Jewish and half-Italian 
and built a multi-ethnic coalition 
to become mayor in 1933; and Al 
Smith, an Irish politician who re- 
alised that local politics had to 


bring in other groups, and went Becerra: Latino ascendancy 


on to become governor of New 
York four times and to run for president. Is history 
beginning to repeat itself? 

In New York, it is not only Latinos, but also Do- 
minicans, Jamaicans and even Russians who are be- 
ginning to flex their political muscles. In California, 
Korean churches have been among the steeliest sup- 
porters of conservative causes such as restricting gay 
rights. Angela Oh, a Los Angeles civil-rights lawyer, 
says Asian-Americans are spitting with fury about 
two things; the arrest on spying charges (on minimal 
evidence, they say) of Wen Ho Lee, a Chinese- 
American scientist; and the prominence given to 
Asian donors in the various Clinton fund-raising 
scandals. 


Be patient 

But the Latinos are the ones who matter most, if 
only because of sheer numbers. And they are find- 
ing power elusive because their supporters will not 
turn out at elections. Despite its large Latino com- 
munity, Los Angeles is still essentially run by Jews 
and blacks. Of the city’s 15 councillors, only three are 
Latinos. In the forthcoming mayoral election, Lati- 
nos may cast only 20% of the votes, even though 
they make up 45% of the electorate. It will probably 
take another election for a Latino mayor to emerge. 

In national politics, Latinos make up only 
around 7% of the likely voters, half the figure for 
blacks, but they may punch above their weight in 
the election later this year. Most of their votes are 
concentrated in states such as California, Florida, 
New York, New Jersey and Illinois, which enjoy an 
above-average representation in the electoral col- 
lege. Intriguingly, both Republican candidates, John 
McCain and George W. Bush, have won majorities 
of Latino voters in their home states. 

Latinos are strong believers in the family and 
most of them work in the private sector, but in the 
past they have mostly voted Democratic: in 1996, 
72% of them plumped for Bill Clinton. Of America’s 
elected Latinos, some 90% are Democrats. But there 
are differences. Cubans in Miami and Mexican- 
Americans in Texas tend to be much more conserva- 
tive than, say, Puerto Ricans in New York and Mexi- 
can-Americans in California. 

If Latinos are mainly in the Democratic camp, it 
is largely thanks to a Republican. “Wherever | speak, 
Ican rally support just by mentioning Pete Wilson,” 
says Mr Becerra. The erstwhile governor of Califor- 
nia infuriated Latinos by sponsoring Proposition 
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187, which cut off benefits to ille- 
gal immigrants. Since 1994, 
600,000 Latinos have registered to 
vote in California, most of them 
as Democrats. 

Sherry Bebitch Jeffe, an ana- 
lyst at Claremont College in 
southern California, points to an- 
other dangerous sign for the Re- 
publicans: the increasing impor- 
tance of Latinos in trade unions, 
which have managed to halt their 
decline by recruiting Latino ser- 
vice workers as members. The un- 
ions have also been contributing 
heavily to Latino candidates. 

What will Latinos do as and 
when they gain power? Privately, 
almost all of them pledge “not to do another Mi- 
ami”. This is a veiled hint at Miami's pervasive cor- 
ruption, but also reflects a genuine belief that Miami 
is too separate from the rest of America. Outside Mi- 
ami, Latino politicians have been much less prop- 
rietorial about their fiefs, and 
Latino voters seem much 
more inclined than blacks to 
vote for politicians of any hue. 

Yet it would be odd if Lati- 
nos did not put their stamp on 
national politics. A more con- 
servative attitude to abortion 
and stronger ties with Latin 
America are sometimes men- 
tioned. Rodolfo de la Garza of 
the University of Texas thinks 
that in the longer term the 
closest political comparison 
for Latinos will not be Italian- 





Americans (who have largely Penelas: bridge builder 


stopped being an identifiable 

constituency) but Jews. Latinos, he thinks, will have 
“a set of prior commitments”, such as improve- 
ments in immigration policy. Provided that candi- 
dates are offered the chance to honour those com- 
mitments, they might give their loyalty to either 


political party. 


The white minority 


It is conceivable that the new Americans’ biggest im- 
pact on politics will be among whites. Ron Unz, the 
man whoended bilingual education, points out that 
white voters in California have begun to assume the 
political habits of a minority. California’s previous 
generosity to immigrants was rooted in white voters’ 
self-confidence, he says; now that their numbers are 
declining, they are developing the same protective 
instincts as any minority group. They are attacking 
affirmative action and immigrant benefits, and are 
preparing a new version of Proposition 187. 

On the national stage, the only candidate who 
voices white concerns is Pat Buchanan, now of the 
Reform Party, who says he wants to reduce the 
number of immigrants to 250,000 a year. Wander 
around west Los Angeles, and you will hear com- 
plaints about changing neighbourhoods; but you 
will also see children of all races playing together. 
The odds are still on the side of the melting pot. 
SS _s 
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For America, 
immigration may 


hold the secret of 
eternal youth 
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It came true for them 
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Nora, Maria and the American dream 


AMERON PARK is a slice of America that few 

Americans would recognise. This settlement of 
2,000 families is just inside Texas, but it gives every 
impression of being in Mexico: dirt roads, stray dogs, 
broken-down cars and a lot of children. One of its 
residents is “Nora”, an undocumented 42-year-old 
Mexican who has been in the country for 12 years. 
She lives in a caravan trailer with her husband and 
four children, two of whom are American citizens. 

The family finances are tight. Her husband 
brings in $200 a month, working as a bricklayer 
across the border in Matamoros. She gets $200 in 
food stamps and $90 from Aid to Families with De- 
pendent Children. Rent, water and electricity come 
to about $100 a month. Occasionally Nora is helped 
out by the Cameron Park Cultural Centre, a local 
help group founded by a resident, Gloria Moreno. 

Money aside, Nora worries about the border pa- 
trol and about what would happen if she became 
ill. But she is determined to stay in America. Asked 
why, she points to a photograph that dominates the 
kitchen wall: a picture of her daughter clutching a 
high-school certificate. Many of the women in Cam- 
eron Park stumbled, pregnant, across the border for 
the same reason: to give their children a better start. 

A few miles on the other side of the border, 
Maria, who is about the same age as Nora, tells ex- 
actly the opposite story. She, too, lives in poverty; 
her husband, too, is a bricklayer. She has lived al- 
most her entire life in Matamoros, the twin town of 
Brownsville, and she has never visited the United 
States. She is, she insists, a Mexican. 


Leap into the dark 

Among all the statistics about immigration, a simple 
fact is sometimes neglected: it is a momentous per- 
sonal decision. Those who want to come to America, 
like Nora, will endure a great deal. But there are 
plenty of people who do not want to come, In the 
longer term the only real solution to America’s 
“Mexican problem”, as an official Californian report 








in the 1930s ungenerously called it, is greater econ- 
omic progress or a lower birth rate to the south. Nei- 
ther is impossible. Freer trade should certainly help 
to narrow the present three-to-one wage gap be- 
tween the United States and Mexico. And other 
Catholic countries, such as Italy, have shown that a 
sudden reduction in the birth rate is possible. 

But that is in the future. Even if immigration 
were to be reduced to a trickle within ten years, 
states such as California, Texas and Florida would 
still face demographic change of a sort that few 
countries (and few other American states) can imag- 
ine. At the moment American politicians prefer not 
to talk about that change. Caught between nativism 
and multiculturalism, they know they cannot win. 

There is a strong feeling that it is better simply to 
leave the melting pot on the stove, and to come back 
when it has cooked. The transformation that Amer- 
ica is now going through will need a generation to 
take full effect. “Yes, one-third of my country will 
claim Asian or Hispanic roots by 2050,” says James 
Smith at Rand. “But most of that one-third will also 
be something else. And our kids will live in that 
world. We will not.” After all, everything worked out 
all right last time. And when the government has 
taken active steps to help the new Americans in the 
past—as with bilingual education—it has often done 
more harm than good. 

Yet leaving the pot on the stove smacks of com- 
placency. Whatever your reading of history, the Ellis 
Island immigrants were not just left to stew: laws 
were changed, wars fought, the English language im- 
posed. Moreover, this time round the demographic 
changes may be not just quicker, but more impor- 
tant. If you believe even a fragment of the hype 
about the new economy, then education, above all, 
clearly cannot just be left alone. The contradictions 
and injustices in America’s immigration laws may 
become even more glaring. And if you want to keep 
yourself awake at night, you can think about white- 
minority politics and La Republica del Norte. 

One event may come to be seen as pivotal to all 
this: the Los Angeles riots in 1992. Pessimists need 
only play the tape of Rodney King, the black motor- 
ist whose beating began the whole horror, muttering 
to himself: “Why can’t we all just get along?” But op- 
timists, too, have come away with a lot from that 
episode. Los Angeles has rebuilt itself, and it is im- 
migrants who have done most of the rebuilding. 

And that is the right note on which to end: 
change, surely, is not a problem, but an opportunity. 
Thanks to immigration, America has once again as- 
sembled a team of people who, simply by having 
made the journey to their new country, have shown 
their willingness to compete and their belief in the 
American dream. Look around the United States— 
not only at the affluent Indian programmers in Sili- 
con Valley and the newly self-confident Latino mid- 
dle class in Los Angeles, but at the undernourished 
Uzbek children in Queens or the wretched Tejanos 
in Cameron Park—and you will find the drive is still 
there. The rest of the country must not waste it. 
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Is this as bad as things get for New Labour? 


Ee so often, circumstances throw up a 
politician who has such popular flair 
that even the smoothest party machine 
seems incapable of curbing him. Whatever 
residual doubt New Labour may have har- 
boured about Ken Livingstone’s tactical in- 
stinctevaporated this week when theold fox 
announced at last that, despite all his prom- 
ises never to do such a thing, he would after 
all defy his own party and stand as an inde- 
pendent candidate when Londoners vote in 
May for their first-ever elected mayor. 

A less theatrical politician might have 
made hisdecision, and announced it, imme- 
diately after losing narrowly to Frank Dob- 
son last month in the internal election to be 
Labour’s candidate that many members of 
the party itself considered disgraceful. Noth- 
ing that simple would do for “Red Ken”. All 
he did when Labour disclosed the result of 
its gerrymandered selection procedure was 
to pronounce the result “tainted” and invite 
Mr Dobson to withdraw. He then spent a 
fortnight striding grim-faced from one 
photo-opportunity to another, allegedly 
struggling with his conscience and “the most 
difficult decision of my life”. 
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Not until March 6th, by when the hap- 
less Mr Dobson had spent a fortnight twist- 
ing like a trussed broiler on a spit, did Mr Liv- 
ingstone say sorrowfully that he had 
decided to put London's “right to govern it- 
self’ above the party he loved, and to stand 
after all. Unlike Disraeli, he said, he would 
not put his party above his principles. Nor 
would he offer any weasel words to square 
his decision to stand with his earlier promise 
not to. Londoners would simply have to 
weigh this breach of promise against the 
control-freakery that had made it necessary. 

Londoners have done so. And if opinion 
polls are to be believed, Mr Livingstone is al- 
ready forgiven. An 1c poll for the Guard- 
ian, conducted by telephone immediately 
after his declaration, suggested that he was 
heading for a coronation rather than an elec- 
tion. The poll gave him 68% of London's vot- 
ers, with a humiliating 13% for Mr Dobson. 
More remarkable still, he was supported by 
75% of Labour voters, 48% of Conservatives 
and 70% of Liberal Democrats. 

Mr Dobson called him a liar and traitor; 
the Labour Party swiftly carried out its threat 
to suspend him from membership; Tony 


Blair said once again that he believed—he 
honestly did—that the former leader of the 
Greater London Council (cc) would be a 
disaster for London. It was all to no avail: in 
this first week of hustings, Mr Livingstone 
has been cheered to the rafters. Mr Dobson, 
the official Labour candidate in a predomi- 
nantly Labour city, has met mainly pity and 
abuse. Within days he was already calling 
himself the “underdog”. 

So is it all over in London? Since even the 
most flairful politicians tend to succumb 
eventually to the power of party machines, 
Labour’s hierarchy clings to two filaments of 
hope. The first is that organisation will even- 
tually tell. The front-runner starts off with lit- 
tle money and no organisation to speak of. 
By his own account, he entered the fray with 
a team of four and under £20,000 ($32,000). 
With more money to splash around, and the 
whole London Labour Party to knock on 
doors and spread the word, the machine 
might still prevail over him. 

The hierarchy’s second hope is that the 
rigours of a proper campaign will expose Mr 
Livingstone and his policies to the sort of 
scrutiny he hasso far been able toescape.On 
this theory, Mr Livingstone owes his present 
popularity largely to Mr Blair’s prolonged at- 
tempts to block his nomination. Party insid- 
ers admit now that this effort—culminating 
in the use of an electoral college instead of a 
straightforward poll of London members— 
was counter-productive. But now that they 
have had their fun at their leader's expense, 
won't party members wake up to the dan- 
gers of apostasy and schism? And won't 
Londoners at large see that, behind all the 
style and wit, Mr Livingstone is still a danger- 
ous leftie? 

Perhaps. But neither of these reasons for 
hope is quite as strong as it seems. Organisa- 
tion will count against Mr Livingstone, but 
he is not bereft of friends. The train drivers’ 
union, RMT, has promised him support. Nor 
can Labour be sure thatits own machine will 
wheel obediently into action against him. As 
Mr Livingstone never tires of pointing out, 
more members of the London Labour Party 
voted for him in the electoral college than for 
Mr Dobson. Though not many will risk ex- 
pulsion by campaigning for Mr Livingstone, 
they are not likely now to be zealous cam- 
paigners for Mr Dobson either. 

Besides, this is going to be an unusual 
election. Although the electorate exceeds 5m, 
it is concentrated in one city and focused on 
a handful of candidates who are already 
well-known. This reduces the importance of 
the party machines. As the defier of the 
prime minister, Mr Livingstone will receive 
all the publicity he wants in the course of the 
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campaign; and Mr Blair’s attempts to vilify 
him will simply stoke the media’s appetite. 

For a similar reason, the scrutiny of Mr 
Livingstone’s policies as the campaign un- 
folds may not have the impact that Labour's 
leaders hope for. The government made sure 
when it designed the job that London's 
mayor would have few direct powers. This 
will make it harder to portray Mr Living- 
stone as a leftist whose election would 
frighten away investors. And “Red Ken” 
himself has already been careful to meta- 
morphose into “Citizen Ken”. There are few 
mayoral issues, he says, that turn on the old 
arguments between left and right. He is ada- 
mant that the tube should remain under 
public management, but is popular with 
businessmen. According to a survey by the 
London Chamber of Commerce, they rated 
him a smidgen behind Steven Norris, the 
Tory candidate, but ahead of Mr Dobson. 

If Mr Blair is wise, he will now rise presi- 
dentially above the fray in London, leaving 
the dirty work to others. He has damaged 
himself enough by his vendetta against Mr 
Livingstone. And yet the existence of a 


Mayor Livingstone need not matter much in 
the scheme of things. Although it is true that 
he would have a bigger direct mandate than 
Mr Blair's, there is a world of difference be- 
tween being London’s engaging mayor and 
being leader of the Labour Party, let alone 
prime minister. 

Many of the circumstances that make it 
possible for Mr Livingstone to defeat the 





party machine in London are confined to 
London. His stewardship of the Gtc linked 
the city forever to his name. The powers of 
the mayor are closely circumscribed, which 
makes electing him look safe. By continuing 
his own vendetta, Mr Blair risks turning a lo- 
cal revolt against control-freakery into a re- 
enactment of the civil war between Old La- 
bour and New. Better to cut his losses. 





The south-east 


Manage and monitor 


political skill 


OHN PRESCOTT, the deputy prime minis- 
ter and Britain’s environmental planner- 
in-chief, must envy his predecessors. 
Clement Attlee’s government was elected in 
1945 on a promise to build “five million 
homes in quick time.” It fell a bit short of that 
target, but house building proceeded at an 





HE cult of Martha Lane Fox was due to 

reach new heights on March 10th, with 
the hanging of a photo of the 27-year-old 
Internet entrepreneur in the National Por- 
trait Gallery in London. The picture of Miss 
Lane Fox—posing with her business 
partner, Brent Hoberman—is part of an ex- 
hibition entitled “Management Today, 
Management Tomorrow; 21 leaders for the 
2istcentury”. 

The unveiling of Miss Lane Fox's por- 
trait confirms her status as the unofficial 
icon of Britain’s burgeoning Internet 
frenzy. Appropriately (and conveniently) 
the opening of the exhibition coincides 
with the closure of the public offering of 
shares in Miss Lane Fox’s company, Last- 
minute.com. When the shares begin to be 
traded on March 21st, Miss Lane Fox is 
likely to be sitting on a paper fortune of at 
least £25m ($40m). Indeed prices in 
the “grey market” suggest that 
shares could soar to levels that 
would value the company at £1 bil- 
lion, and Miss Lane Fox’s stake at 
over £75m. 

This is a tidy sum by most mea- 
sures. But Miss Lane Fox will not be 
the richest of Britain’s net entrepre- 
neurs. Nor will her company, which 
sells last-minute deals on every- 
thing from hotel rooms to opera 
tickets, be the largest of the new In- 
ternet companies in Britain. Mike 
Lynch, a 34-year-old who founded 
Autonomy Corporation, a Cam- 








Something about Martha 


bridge-based software company, is the first 
British net entrepreneur to be a dollar bil- 
lionaire. His company is currently valued 
at over £4 billion. Others to make swift for- 
tunes are Tim Jackson, a former journalist 
at The Economist and founder of oxL.com, 
an Internet auctioneer, and Emma Edel- 
son, a 26-year-old who found herself 
worth £11m when her company, Oxygen 
Holdings, was floated last month. 

Yet it is Miss Lane Fox who has become 
the media’s darling—profiled in all the up- 
market papers, gracing the cover of Busi- 
ness Week and appearing on television 
chat shows. It probably helps that she is a 
young, articulate woman. The papers also 
seem to like the fact that she is posh. The 
Sunday Times drooled that “Martha's 
great-uncle is the 6th Marquess of Angle- 
sey”. While the nouveaux riches of the 





Who’s that geek with Martha? 


John Prescott’s plans for housing in the south-east demonstrate unexpected 


explosive rate in the post-war years: 55,000 in 
1946, 140,000 in 1947, 228,000 in 1948. The 
Conservative Party conference in 1951 de- 
manded 300,000 new homes a year. Harold 
Macmillan, as housing secretary in a Tory 
government, oversaw the completion of 
354,000 homes in 1954, a feat that marked 





1980s were stereotypically said to be 
Porsche-driving “barrow boys” who had 
made their piles trading in the City, Miss 
Lane Fox is the daughter of an Oxford don 
and claims to havea recreational interest in 
prison reform. 

She is also a master self-publicist. Last- 
minute.com is now reckoned to be the sec- 
ond most recognised e-tailer in Britain 
(after Amazon). Its name is emblazoned on 
billboards and London buses. It has been 
left to uncharitable nitpickers to point out 
that the company collected just £409,000 
in revenue in the last quarter of 1999 and 
has never turned a profit. This seems a frag- 
ile base on which to build a putative stock- 
market valuation of anything from £300m 
to £1 billion. 

Lastminute.com is marketing itself as 
much more than just a source of late bar- 
gains. Its founders hope that it will become 
a lifestyle statement: a badge of spontane- 
ity for people who, as the phrase goes, are 
“cash-rich and time-poor”. 

But not all the offerings on the 
company’s web-site will set the yup- 
pie pulse racing. Any takers for a 
weekend night at an airport hotel in 
Munich—a snip at just £96? Or if 
that doesn’t excite you, how about a 
day’s racing in Wolverhampton for 
a more modest £6? If none of these 
last-minute deals turns you on, you 
could always wend your way to the 
National Portrait Gallery, skip past 
all those boring portraits of kings, 
queens and admirals, and stare at 
the photo of the blessed Mar- 
tha—no charge. 
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him out as prime-ministerial material. 

Mr Prescott should be so lucky. New 
houses are not the valued political currency 
they once were—quite the contrary. In an era 
of traffic congestion, pollution and dimin- 
ishing green fields, new towns and suburbs 
have come to symbolise degradation instead 
of reconstruction and progress. As individ- 
uals, the British still usually aspire to a house 
and garden. As a group, they mourn the dis- 
appearance of the countryside, as new hous- 
ing estates cover the crowded south-east of 
the country. 

But extra houses are necessary, particu- 
larly in the ring around London, where high 
demand is leading to soaring house prices. 
The government's projections show the 
number of households in the south-east, 
outside London, growing by more than 1m 
over the next 15 years.The most commonly 
cited cause—a drift of people and jobs from 
the north to the south—is actually a rela- 
tively small part of the explanation. The 
more significant population movements are 
of foreigners coming into London, and of 
Londoners moving out of the capital into the 
rest of the south-east. Demographic change 
isalsocrucial; there are more and more single 
households, reflecting the rise in life expec- 
tancy and divorce rates, and people are get- 
ting married later. 

Mr Prescott’s task this week was to bal- 
ance competing imperatives. House-build- 
ers and employers are pressing for more 
houses, and the over-heating housing mar- 
ket seems to support their case. But “Save our 
Countryside” is a powerful rallying call, par- 
ticularly when it is supported by cries from 
Labour’s northern heartlands for jobs and 
development to be directed out of the south- 
ern suburbs to the northern cities. 

Almost miraculously, Mr Prescott ap- 
pears to have come up with a compromise 
that more or less satisfies all the major lob- 
bies. The Council for the Protection of Rural 
England hailed his announcement as a turn- 
ing point. But the House Builders Federation 
also seemed pleased. Only the Conserva- 
tives complained loudly—but then that is 
their job. 

What Mr Prescott has done essentially is 
to split the difference on housing numbers. 
Many of the alarming headlines about the 
“paving over of Britain” were aroused by a 
report from a government advisory panel 
that had suggested that an average of 70,000 
new houses would have to be built in the 
south-east every year for the next 15 years. A 
consortium of local councils had pitched for 
far fewer houses; 33,000 a year. Mr Prescott 
has gone for a figure of about 43,000 new 
houses a year—a 10% increase in the rate of 
development allowed over the past decade. 

Quickening the pace of housing de- 
velopment might still be expected to pro- 
voke groans from the rural lobby—but Mr 
Prescott has coupled his decision with two 
long-term decisions which may be more sig- 
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nificant than the sheer number of houses he 
is allowing. The first is to try to ensure that 
60% of new houses are built on “brown- 
field” sites—recycled plots, often in cities. 
Housing densities tend to be much lower in 
and around London than in other cities of 
similar scale like New York, Paris and Tokyo. 
The government's vision of more terraced 
housing, apartments and loft conversions is 
lifted straight from a recent report on urban 
renewal by Lord Rogers of Riverside, the ar- 
chitect of the Millennium Dome and the 
Pompidou Centre in Paris. 

Finding usable brown-field sites will not 
be easy in places like Sussex, which has re- 
tained much of its rural character. Nor will it 
be cheap in London, where there is now 
planning permission for 23,000 new homes 
over the next five years. The budget, which 
will be announced on March zast, is likely to 
encourage brown-field development by 
changing its tax treatment, relative to the 
construction of new houses. Currently new 
housing developments do not attract sales 
tax (var), but conversions of older properties 
do. At the very least tax treatment will be 
equalised to provide a level building site. All 
the same, property conversions are costly, 
particularly in the high-rent districts of cen- 
tral London. Affordable housing in the capi- 
tal for teachers and nurses is still likely to be 
hard tocome by. 

Mr Prescott is also moving away from the 
old way of making planning decisions 
known as “predict and provide”. This based 
planning guidelines for as many as 20 years 
ahead on models of future demand. But de- 
mand—and the demographic and economic 
change which drives it—is unpredictable. So 
“predict and provide” is going to give way to 
“manage and monitor”; alliteration aside, 
this essentially means that planning guide- 
lines will be reviewed every five years. But 
the shift in guidance this week will not affect 
the approval already given for 600,000 new 
dwellings in Britain as a whole—a third of 
them slated for land that has not yet been 
developed. 

Mr Prescott’s attempts to check the 
growth of the suburbs are about more than 
an effort to protect green fields. They also re- 
flect a growing feeling that much 20th-cen- 
tury housing in Britain is pretty drab and un- 
inspiring by the standards of previous eras. 
This view had been made unfashionable by 
the fact that one of its most passionate advo- 
cates is Prince Charles, But the prince may fi- 
nally be winning the argument. A small 
town called Poundbury, whose develop- 
ment he has encouraged, was cited as a 
model by Mr Prescott this week. Estates of 
detached houses on the outskirts of towns 
are increasingly “out”; urban terraces, mod- 
elled on Georgian architecture, are back in 
vogue. When Labour ministers, fashionable 
architects and royalty are all singing with 
one voice, a shift is clearly under way. 
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BRITAIN 


Northern rock 


HUDDERSFIELD 


HE demand for more housingin the 

south-east is one symptom of the 
population drift from the north of Eng- 
land to the more -prosperous south, 
where jobs are relatively plentiful. But it 
is not only the people who are migrat- 
ing southwards. The streets and roads 
of the towns and cities of the north are 
also moving south piece by piece. 

The cobbled streets and natural 
stone paving, which once echoed to ar- 
mies of clog-wearing workers, are now 
in demand by the construction indus- 
try of the south. Newly cut stone is 
available, but takes a hundred years of 
wear to achieve the distressed patina 
builders and architects prefer. 

Prices for these worn chunks of 
rock have rocketed. York-stone paving 
as it is called now sells for £30 a square 
yard in the north, and is sold on at a 
hefty profit when it arrives at its des- 
tination. Dealers scour the streets look- 
ing for new supplies, asking innocent 
householders if they would like to sell 
their garden path, or the paving from 
the back yard, even offering to replace it 
with its modern equivalent; concrete, 
coloured and moulded to look like nat- 
ural stone. 

In the dead of night thieves lift 
whole pavements from residential 
streets. In Liverpool an entire street was 
stripped of its cobbles by a gang posing 
as legitimate workmen. In Huddersfield 
thieves stripped a street of its paving, 
but were caught before they could carry 
it off. The council replaced it with tar- 
mac; the original stones were just too 
valuable to be replaced. 

The boom in stone prices shows no 
sign of stopping. To paraphrase Mark 
Twain, “Buy rock: they aren’t making it 
anymore.” 




















Who Hoon is. And why he matters 


ERHAPS it is because of his career as a lawyer. Or maybe it is 

just what ten years as a member of the European Parliament do 
to a man. Whichever, Geoff Hoon does not yet sizzle in the way 
that some of his predecessors have as defence secretary. Michael 
Portillo filled the cavernous office on the sixth floor of the Ministry 
of Defence with his big personality and his bigger ambitions. 
George (now Lord) Robertson developed a ferocious mien in his 
daily briefings during the Kosovo war a year ago. But Mr Hoon, 
though clever, has a style that admirers call cool and forensic and 
critics call bland. Some say that he is New Labour's Stealth bomber. 
But it is not lethality they have in mind: his most violent previous 
engagement was to name and shame barristers who earned too 
much from legal aid. It is his feat of 





rising without trace to land a big job 
in the cabinet before showing up on 
anybody’s radar. 

Often, defence is just the job for 
a technocrat. A good defence secre- 
tary makes sure that rifles and ra- 
dios work properly. In Britain, this is 
evidently a harder job than it seems. 
Sometimes a defence secretary 
must think freshly about how tode- 
fend the realm. But Mr Hoon inher- 
ited a “Strategic Defence Review” 
from Lord Robertson, so does not 
need to do much of that. He also in- 
herited forces overstretched by de- 
ployments in Kosovo, Northern Ire- 
land and elsewhere. But he claims 
that careful pruning of commit- 
ments (only 3,000 or so troops are 
left in Kosovo) has left Britain with 
just enough spare shot in its cannon 
to cope with the next crisis. 

Still, there is a complication. For 
on top of his inheritance from Lord 
Robertson, Mr Hoon is under orders 
from on high. Late in 1998, it oc- 
curred to Tony Blair that Britain 
could use its supposed edge in mili- 
tary affairs to prove to other mem- 
bers of the European Union that al- 
though he was not yet able to lead his country into the euro he was 
nonetheless a jolly keen member of their club. The upshot was a 
mind-numbing sequence of summits, statements, communiqués, 
initiatives and letters of intent, stretching from St Malo to Washing- 
ton to Helsinki, the overall gist of which was that Britain would 
henceforth work harder inside the ev to armit withacommon for- 
eign and security policy and an “autonomous” defence capability, 
albeit still within Nato. The Kosovo war that came along à year 
ago was both a distraction from this work and, in the mind of the 
prime minister, a supreme example of the need for it. He thinks itis 
feeble of Europe, and unfair on America, for the former to have to 
call on the latter whenever there is serious war to be waged. It now 
falls to Mr Hoon to implement this new policy. 

There is no doubt that working such things out has its techno- 
cratic excitements. But it is also a job that threatens to drop the 
technocratic Mr Hoon into the middle of Britain’s treacherous po- 
litical debate about relations with the eu. The defence secretary’s 
Tory shadow, lain Duncan Smith, is a hard-working former cap- 
tain in the Scots Guards who pitches upon Capito! Hill to warn the 











Americans that Mr Blair has abandoned Britain’s formerly Atlanti- 
cist policy and is now part of a 40-year-old French agenda to sepa- 
rate the two halves of naro and give the eu an army of its own. 
Having turned the government’s euro policy against Mr Blair, the 
Conservatives hope to repeat the trick with defence. 

Can they? So far Mr Hoon is in denial. He does not only deny 
that there is a conflict between Britain’s traditional Atlanticist 
stance and its new stance of helping Europe to act autonomously 
in defence. He also denies that the new policy marks much ofa de- 
parture from that of previous governments. Was it not the Tories 
who signed the Maastricht treaty, with its enigmatic references toa 
“common defence”? Was it not Mr Portillo who proposed in 1996 
that European countries acting 
without America should be able to 
use NATO equipment for humani- 
tarian and peacekeeping tasks? 

Besides, says Mr Hoon, Europe’s 
aims for autonomy are modest: not 
much more than the ability to de- 
ploy a force of some 60,000 men by 
2003. Peacekeeping is virtually all 
such a force could do, though it 
might one day graduate to bigger 
jobs. It is no part of Britain’s plan for 
the Europeans to cut out America. 
At some times Europe might act in- 
dependently, but at others it would 
merely be doing more within Nato 
as a whole, or perhaps conducting 
the odd nato operation that Amer- 
ica chose not to join. Britain, says Mr 
Hoon, is uniquely placed to keep 
America in. He does not quite boast 
that some of his best friends are 
American, but comes close: later 
this year, he says, he plans.a family 
reunion in Florida. 

It has become a game in Britain 
to pore over the utterances of top 
Americans for evidence that they 
are either (a) thrilled by Europe's 
promise to pull more of its own 








weight in defence; or (b) afraid of a 
split in Nato and disappointed by Mr Blair’s failure to curb 
France’s hostility towards it. So far, most evidence points to (a). But 
there are indeed fears of a longer-run rift within the alliance that 
cannot be allayed merely by denying their existence. 

This leaves Mr Hoon with three big jobs, which may be incom- 
patible: preserving Britain’s special defence relationship. with 
America, obeying Mr Blair’s order to use defence to burnish Brit- 
ain’s European credentials, and preventing a split within Nato. 
Each requires hard choices. For example, Britain alone receives sat- 
ellite intelligence from America. Should it stop Europe from invest- 
ing in spy satellites of its own? Britain may prefer to buy a proven 
missile from Raytheon rather than the Meteor missile that Europe 
wants to build. Should it choose the Meteor to keep Europe’s mis- 
sile-technology industry alive? And America wants to build a bal- 
listic-missile defence, a project which. most Europeans consider 
mad but which Britain feels it has to be polite about. If he flies 
through all this, the capable Mr Hoon will have earned his place in 
the pantheon of Blairism. He could be a future foreign. secretary. 
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Dividend up 9% 


Preliminary unaudited results to 
31 December 1999 


OPERATING PROFIT PRE-EXCEPTIONALS £2,022m +30% 


PR 


E-TAX PROFIT £1,371m +86% 


ADJUSTED EARNINGS PER SHARE 52.33p +13% 
DIVIDENDS PER SHARE 26.20p +9% 


The 


Adjusted earnings per share, probably the best indication of the true improvement, were 
13 per cent higher at 52.33p. 


Progress on the integration of the Rothmans operations has been excellent. The merger 
has improved the geographical balance of the Group and resulted in the Group having 
a 15.4 per cent share of the world market. 


The Board is recommending a final dividend of 17.9p, up 12 per cent, which will be paid 
on 3 May 2000. This will take the growth in dividends for the year to 9 per cent, in line 
with our policy of paying out at least 50 per cent of sustainable earnings. 


“As a result of the Rothmans merger, we made a major advance in 1999. We also 
succeeded in managing the business on strategy in a difficult environment, a task made 
more complex by the merger. We are disappointed that the real progress we have made 
has not been reflected in our share price.” 


Martin Broughton, Chairman 
Full financial statements for the year ended 31 w delivered to nd carry an unqualified audit report 


1999 Annual Report is being posted to sharehe d of March ve nouncement may be obtained from the 
Company Secretary, British Ar ype, G 4 ondon WC2R 2PG. 
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Star tum 


NEW YORK: 


Having been part of the advertising industry’s supporting cast, media buyers 


are now taking centre stage 


EDIA buyers used to be the advertising 
world’s second-class citizens. Where 
pony-tailed creatives could pretend that 
they were Hollywood directors, the poorly 
paid buying folk merely booked television 
spots at the best price. “They were the or- 
phan Annies—undernourished and under- 
_ resourced,” says Sir Martin Sorrell, 
chief executive of wer, one of the 
world’s biggest marketing con- 
glomerates. 

Now the industry’s hierarchy 
is being turned on its head. Media 
specialists increasingly design a 
firm’s entire advertising strategy, 
researching the audience, deciding 
where a client should spend 
money and assessing the results. 

“Full-service agencies have fi- 
nally woken up to the importance 
of media,” declares Sir Martin. Ed 
Meyer, president of Grey Advertis- 
ing, agrees: “I can start a creative 
boutique tomorrow, but I can’t 
start a media business. That needs 
a multi-million dollar invest- 
ment.” Nowadays, media special- 
ists deal directly with big advertis- 
ers. Sometimes they even take 
precedence over the creative agen- 
cies, because it is easier to stick 
with one media specialist and 
shop around for creative input. 

The agency is thus no longer at 
the centre. Last year Pfizer, an 
American drug firm, handed a $200m con- 
tract for its entire America media business to 
Carat. Philips, a Dutch electronics group, is 
looking for a single specialist to design its 
global media strategy. StarCom, part of 
America’s Leo Burnett, and MediaVest, part 
of MacManus, a conglomerate that is merg- 
ing with Leo Burnett, are together chasing the 
$85m liquor account at Diageo, which is the 
world’s biggest drinks group. 

At the same time, the media specialists 
are looking less under nourished and under- 
resourced. One reason is that they are 
contributing profit margins of more than 
20% on, average, compared with the mid- 
teens more common at creative agencies. 


THE ECONOMIST MARCH HTH 2000 


The business is expanding faster too. Star- 
Com, for instance, is growing at three times 
the rate of Leo Burnett as a whole. Another 
reason is mergers. This month will see the 
creation of ppm, one of the world’s largest 
media-services groups, out of StarCom and 
Media Vest. It will have global billings of $10.7 





billion. More deals are on the cards as other 
advertising conglomerates merge. The most 
likely is between wee and America’s Young 
& Rubicam, although True North, Cordiant 
and Grey Advertising, three middle-sized 
groups, may also end up being bought. 

And as the media specialists gain status, 
they are gaining independence too. The big 
European groups, such as Carat or cia Me- 
diawork, have never been part of advertising 
groups. Zenith, though still half-owned by 
Saatchi & Saatchi and Cordiant, has long op- 
erated at arm's length from its British par- 
ents. In America, the entry of Carat has 
prompted such big firms as Young & Rubi- 
cam, which owns MediaEdge, and now Leo 


Burnett and MacManus, to turn their media’ 


specialists into separate arms within their: 


marketing empires. 


All this activity is the result of a funda- 
mental shift in advertising. Twenty years ago 


three networks accounted for 90% of the 
peak audience in America. The trick was to 
come up with a brilliant advertisement: the 


best, such as acommercia for Pears soap, ran | 


for years. 


Today, advertisers arefindingit harderto 


get through to their target audience. That is 
because the media are spiintering into hun 
dreds of television and cable channels, thou 





sands of magazine titles and new media—in 


particular, the Internet. At the same time as 


the media fragment, media companies are 
consolidating into giants,such as AoL/Time’ 
Warner. Alreacy, 20 companies» 


control three-quarters of world- 
wide advertisng revenue. In 
America, eight companies control 





packages: advertisers want advice. 
Technology is likely only to 


is the Internet a new channel; so, in 
effect, are novelties such as TiVo, 
which can storeand play back tele- 
vision programmes in real time 
and Wink, an interactive television 


over what they watch and when 
they watch it, meaning that the 
mass television audience will be 
further fragmerted. David Verklin, 
the chief executive of Carat usa, 
points out that when every viewer 
has his own profile, advertisers 
will want to design a schedule for 
each. “That is not a good day for 
the creative peaple,” he crows. 


Media specialists are -deaily suited toan : 


age when working out how to reach your au- 


dience is as important as working out how: 


best to express your message, because they 
are comfortable working across a range of 


` media and are used to quantitative analysis; 
Few advertisers want to rely entirely on tra- 
ditional research, particularly America’s 
Nielsen television-ratings system. The cur- 
rent mergers, and the vogue for establishing: 
separate media specialists, are intended not: 


only to boost the media specialists’ clout in 
bidding for space, but also to make it easier 
for them to invest in consumer research and 
in technology that tells advertisers what me- 
dia mix is best for a brand. Jack Klues, the 


73 


97% of television-advertising reve-’ 
nue, and a Fandful own the 
world’s entire outdoor-advertising | 
space. These media conglomerates | 
offer advertisers a baffling range of | 


add to the complications. Not only. . 


service. These g-ve viewers control ` 
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boss of StarCom, says that the budget is not 
in the hands of the agencies: “Our money is 


no longer being used to hire the latest cre- 
ative hot-shot.” 

This being advertising, some “technol- 
ogies” sound gimmicky—one media groupis 
using “Nasa science” to measure brainwaves 

-of people watching Internet advertisements. 
| But there is plenty of good solid work. Carat 
employs hundreds of researchers, including 
armies of statisticians and psychologists, In 
June last year it bought Market Facts, a mar- 
ket-research group that has access to a panel 
of 600,000 households in North America. 
The findings are not always obvious, ei- 
ther. Research in Britain found that the tele- 
vision programme that active sportsmen 
= most identified with was not a sport, but 
“ “The Simpsons”. Armed with an under- 
standing of how consumers react to media— 
<- rather than just the size of the audience—ad- 
vertisers can find bargains in spots on syndi- 
cated repeats of programmes, or on cable, 
that are a third the price of prime time. 
“One result of all this is the first “multi- 
: = media” campaigns. Carat, together with 

















TBWA, an advertising agency, created the 
“Hello Boys” campaign for Wonderbra in 
Europe. This lasered Eva Herzigova, a model 
cladin a black push-up bra,on London’s Bat- 
tersea power station and plastered her 
across roadside billboards and bus shelters, 
photographed life-sized against the back- 





AST month, The Economist alleged that 
filings made by Francois Pinault, a 
French billionaire businessman, to stock- 
market regulators had persistently in- 
cluded incorrect and misleading informa- 
tion. These filings stated, in effect, that Mr 
Pinault does not beneficially control a 
Dutch company, Forest Products Interna- 
tional (rrr), which owns just over a quarter 
of the shares of Mr Pinault’s holding com- 
pany, Financiére Pinault. The remaining 
shares belong to Mr Pinault and his family. 
We concluded that ret was in fact ben- 
eficially controlled by Mr Pinault. This 
matters both because making false filings 
in America can be a criminal offence and 





FINANCIERE 


PINAULT ISCA) 32.96 





because the concealment of rers owner- 
ship seems ideally suited to the avoidance 
of tax. Millions of dollars flowing through 
the holding company should have been 
declared in Mr Pinault’s tax return. (Only 
Mr Pinault and the French tax authorities 
know. whether he has actually paid tax on 
thesesums.)Our conclusion was, however, 
based on detailed analysis, rather than any 
clinching documentary evidence. Mr Pi- 
nault did not directly answer a letter which 
set out our allegations. Instead, a firm of 
British lawyers acting for him wrote to say 
that “allegations or inferences of dishon- 
esty are strenuously denied”. 

We now have documentary evidence 
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“drop of the local street. It led to several spoof 
campaigns, as well as the odd car accident. 
The media specialists are still struggling 
to secure the collaboration of creatives, who 
think they are guardians of the brand. Al- 
though big American advertising groups 
claim to have separated their media and 
agency businesses, the split is rarely clean. 
The launch of Omnicom’s media specialist, 
omb, was delayed because its agencies were 
unwilling to give up their media planning. 
wep’s Mindshare, due to launch in America 
soon, has painted its office walls purple to 
signify harmony between itself and the 
group’s two agencies, Ogilvy & Mather 
(whose corporate colour is red) and jwr 
(whose colour is blue). However, an observer 
says that: “Ogilvy and jwr can barely stand 
totalk toeach other. Ican hardly see them sit- 
ting down together with Mindshare.” 
Nevertheless, the value of media special- 
ists to the big media service conglomerates is 
clearly growing, As “space” evolves away 
from being a commodity, advertisers are 
questioning the industry’s traditional sys- 
tem of paying agencies according to how 


nine 


’ ; | 
that supports our analysis—and it comes, 


indirectly, from Mr Pinault himself. On 
Tuesday March 7th The Economist was 
sent copies of documents, prepared by an- : 
other set of Mr Pinault’s lawyers, which 
show that he is indeed the beneficial 
owner of Fpr—or at least was on June 19th 
1994. The documents were submitted to 
American insurance regulators in July 1994 
by Mr Pinault, in connection with his part 
in the rescue of Executive Life, a Califor- 
nian life insurer. The key page shows a sim- 
plified organisation chart of his empire (see 
illustration). We have confirmed the accu- 
racy and authenticity of these documents 
with counsel for the Californian insurance 
regulator, who is investigating Mr Pinault 
for fraud. On March 8th we sent a copy of 
the documents to Mr Pinault who, through 
his British lawyers, threatened us with 
court action to prevent publication. 

Why would Mr Pinault have made 
such a self-incriminating disclosure in his 
Californian filings? The covering letter to 
the insurance regulators from Mr Pinauit’s 
lawyers included a request for confiden- 
tiality: “Much of this information is about 
privately held companies...and internal fi- 
nancial information and therefore should 
not be subject to public view.” 

This request was understandable. Less | 
than three months earlier, Mr Pinault had ` 
told American stockmarket regulators, in | 
filings that are open to public view, thathe | 
did not control rrr, On reflection, the ini- | 
tials of rer may be more significant than 
they seem: might they signify not Forest 
Products International, but “Francois Pi- 
nault International”? 
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much space they buy. This year, forexample, 
Procter & Gamble, a consumer-goods firm 
that this week ran into trouble (see page 95), 
will implement a decision it took last year to 
pay by results. Bob Wehling, pac’s head of 
global marketing, says the switch should en- 
courage its agencies to “work together better 
and think more holistically.” pac wants to 
“break away” from television and increase 





Mobile communications 


i-modest success 


TOKYO 


OBODY doubts it any more. The mar- 

riage of the mobile telephone and the 
Internet is a match made in heaven. Hardly a 
day passes in America and Europe without 
the announcement, toa suitable fanfare, of a 
new alliance or “strategic partnership” be- 
tween dotcoms, telecoms firms and com- 
puter companies, all jostling for advantage 
in the brave new world around the corner. 

Yet despite the buzz, the embarrassing 
truth is that the American wireless industry 
is about 18 months behind Europe’s; and, 
when it comes to the wireless Internet, Eu- 
rope’s is itself 18 months behind Ja- 
pan’s. For while the Europeans and 
Americans have been talking, NTT 
DoCoMo, Japan's dominant mobile 
operator, has been turning the wire- 
less Internet into reality. 

Launched quietly just over a year 
ago, DoCoMo’s i-mode service has 
succeeded beyond the wildest 
dreams of its inventors. After taking 
six months to reach ım subscribers, i- 
mode is gaining new customers at the 
rate of more than 25,000 a day and 
should pass the 5m mark this month. 
Little i-mode handsets in “honey plat- 
inum” and “lime gold” have become 
a fashion accessory for Japanese 
teenagers, often wom around the 
neck like a piece of jewellery. The 
most popular (and expensive) have a 
clamshell design, opening to reveal a 
screen several times larger than the 
display of a normal mobile phone. 
The latest have full-colour displays, 
recognise spoken commands, and have 
plug-in keyboards for writing longer e-mails. 

At present, data-transfer speeds are 
quite slow, making the service suitable only 
for textand simple graphics. But, by this time 
next year, DoCoMo expects to have intro- 
duced a “third-generation” (3G) network 
based on the latest w-cpMa technology, 
which will speed data rates 40 times and al- 
low high-quality streamed video and audio. 

Remarkably, DoCoMo has achieved this 
almost single-handedly, learning as it went 
along. In contrast, the industry in Europe 
and America spent ages negotiating a stan- 
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the use of radio, the Internet, direct market- 
ing, public relations and event marketing, 
particularly for brands with youth appeal. 
The pony-tailed creatives have been 
warned. Unless they can get as excited about 
putting an ad ona beer glass as about making 
a television film, they could become the ser- 
vants of the media strategists: mere drones in 
outsourced ideas factories. 
s 





dard before coming up with the wireless 
application protocol (wap) for text-based In- 
ternet services. Still 67%-owned by NTT, Ja- 
pan’s former monopoly fixed-line operator, 
DoCoMo has no right to behave like a fleet- 
footed innovator. Yet not only has itshowna 
clean pair of heels to the rest of the world; it 
has also delivered a better service, and one 
that is truer to the spirit of the Internet than 
those of highly rated overseas rivals. 
Although wap uses the technology of the 
Internet, it does not let users roam freely 
around the World Wide Web. A subscriber 





Eat your heart out, America 


gets only a restricted set of proprietary text- 
based services, such as news and weather, 
that have been bundled together by the mo- 
bile operator. It is also slow. Every time you 
want to gain access to information, you must 
dial in and wait. Each new page takes more 
waiting while you look at a blank screen. It is 
a useful addition to the mobile phone, but it 
isnot like the Internet as people know it from 
their pcs. The advantage for the wireless ser- 
vice provider is that it keeps control of who 
provides which service and has an influence 
over who gets any revenues. 

DoCoMo wanted something more ad- 
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venturous. With pc penetration low in Japan 
and less than 12% of the population having 
access to the Internet, DoCoMo thought i- 
mode might become the main way on to the 
web. Ke-ichi Enoki, a long-serving NTT engi- 
neer who was given the job of launching i- 
mode, decided that his service must use ex- 
isting webcontent. To that end, DoCoMo has 
built a proper Internet-style packet- 
switched network alongside its existing digi- 
tal circuit-switched network and equipped 
its handsets with a browser that under- 
stands HTML, the language of the web. 

As long as an i-mode telephone is receiv- 
ing a signal, it is connected to a full array of 
web-based services, including e-mail, 
games, news and online banking. Users pay 
¥300 ($2.80) a month, plus a charge that de- 
pends on the amountof data they send or re- 
ceive—about ¥4 for sending a 500-letter e- 
mail or ¥20 for downloading a weather re- 
port. Website owners must adapt their sites 
for the i-mode, but that is quick and easy, be- 
cause the system uses the HTML language. 

Asa result i-mode can get to nearly 6,000 
websites; and more are being added, at a rate 
of about 20 a day. All can be reached by key- 
ing in the right address or by using one of ten 
competing i-mode search engines. In addi- 
tion 327 partner sites are accessible through 
the i-mode portal and the menu on 
the handset. Mr Enoki describes the 
growing number of subscribers and 
the dazzling variety of independent 
applications as a classic “positive- 
feedback loop”. 

DoCoMo expects great things 
from its portal site, from which it 
earns a 9% commission on transac- 
tions such as ordering cinema and 
airline tickets; but most sites pay it 
nothing. That does not worry Mr 
Enoki, who says that, as long as web- 
sites augment the value of i-mode, he 
is happy. He gives as an example a 
service provided by Bandai, the firm 
that gave the world Tamagotchi pets. 
For a monthly subscription of only 
¥100, Bandai sends a new cartoon to 
your i-mode screen each day. Do- 
CoMo would never have thought of 
that, but it already has 700,000 ec- 
static subscribers. 

For the moment, revenues from i- 
mode are modest. Mr Enoki reckons that it 
adds about a quarter to the monthly bill of 
the average user. With 5m customers, that 
should mean it contributes about $1.5 billion 
to the firm’s total sales. Keiji Tachikawa, Do- 
CoMo’s president, is cautious when looking 
further ahead. Although he expects data and 
voice traffic to be equally split within five 
years, it may not be until 2010 that data is 
responsible for more than half the firm’s rev- 
enues. For Mr Tachikawa, low pricing is the 
key to building demand for the service, 
mainly because i-mode has so far been a 
consumer product. Not until next year, with 
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the new 3G network, will DoCoMo promote 
it for corporate intranets. 

Does this mean that DoCoMo’s strato- 
spheric valuation might be a trifle exagger- 
ated? Its market value has tripled since the 
middle of last year to $370 billion, making it 
the most valuable telecoms company in the 
world. Yet Mr Tachikawa dismisses claims of 
overvaluation. After 3c, i-mode will become 
the mainstay of the business, he says. 
Whereas the volume of voice traffic is lim- 


All you can eat 


IGHTEEN months ago Freeserve, 
owned by Dixons, an electronics re- 
tailer, revolutionised the Internet in Britain 
by giving people free access to the web. It 
would make most of its money from aslice 
| of the telephone charges that users ran up. 
| The rest would come from an exorbitant 
| helpline, advertising and e-commerce. 
| By last November, Freeserve reported 
1.57m users, making it the biggest Internet- 
| service provider (isp) in Britain. At the start 
| of this week the firm had a market capital- 
| isation of £8.9 billion ($14.1 billion), making 
| itone of the most valuable Internet compa- 
nies in Europe. Two days later, it qualified 
to join the Frsé 100 index of Britain’s top 
companies—but, with nearly £2 billion 
| knocked off its value on the same day, Free- 
| serve’s revolutionary business model was 
looking distinctly ancien régime. 
Freeserve’s shares went into a spin be- 
cause of two competitors—the British arm 
of AltaVista, a search engine-cum-portal 
| that Compaq Computer recently sold to 
CMGI, an Internet venture-capital firm, 
| and ntt, a cable company. AltaVista will 
| offer its customers free Internet access and 
unmetered calls, in exchange fora sign-on 
| charge of £30-50, and an annual renewal of 
| £10-20. That works out at a daily charge of 
| only 5p after the first year—the cost of the 
|. first minute of a local telephone call on sts 
| network, According to Datamonitor, the 





ited by how much people talk, data 


has almost infinite potential. This is 
the future that investors are buying. 

What is more, Mr Tachikawa is so 
happy with prospects in Japan and 
the rest of Asia that he is uninterested 
in Europe or America. Despite the ac- 
quisition firepower his share price 
gives him, he plans to create only a 
web of pan-Asian alliances based on 
technology transfer and minority 
stakes, such as the 19% of Hong Kong’s 
Hutchison he recently bought. He dis- 
misses rumours that DoCoMo may 
bid for Britain’s Orange. 


Abum WAP 


What are the lessons of i-mode for the 
Europeans and Americans? First, because 
they lack a DoCoMo-style advanced packet- 
switched network, they must get on with the 
commercial launch of their own 3G net- 
works. wap is no substitute for the full riches 
of the web, and may even turn customers off, 
Second, they should abandon the idea of be- 
ing a gatekeeper for wireless Internet ser- 
vices. The network should be open, because 
that is the best way tocreate the services that 
give the system its value. Third, for the same 


average Freeserve customer pays £126 in lo- 
cal-call charges. AltaVista’s service, which 
will begin within three months, will have a 
“managed roll-out”, with subscriber num- 
bers initially limited to 500,000 in the hope 
of avoiding the accusations of bad service 
that dogged Freeserve at first. 

The danger that demand will over- 
whelm the network is real. When NTL an- 
nounced its scheme—a day after AltaVista 
and nicely timed to coincide with a speech 
by the prinie minister, Tony Blair, promis- 
ing every citizen unfettered access to the 
web within five years—its website crashed 
as potential customers piled in to get more 
information. nti will not demand an up- 
front payment, but subscribers will have to 
use NTL for their voice calls and spend at 
least £10 a month, well below the average 
bill. nri can offer its service anywhere in 
thecountry, because, as well as its cable op- 








reason, providers should price and position 
services to maximise consumer take-up--for 
consumers, not businesses, have caused the 
exponential growth of the web. in short, the 
wireless Internet will not be sodifferentfrom 
the Internet we already know. Operators 
who seek to own and control it take note. 
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PSA Peugeot Citroén 


Sturdy 
independent 


GENEVA 


66 TO VERY time I read about my company 

in some journals, I weep,” says Jean- 
Martin Folz, chief executive of the French car 
maker, psa Peugeot Citroën. What irks him is 
that his firm is always, in the current world- 
wide consolidation, being talked of as prey 
for one of the car industry’s bigger beasts. 
Until this week’s confirmation that Daimler- 
Chrysler was in talks with Mitsubishi about 
taking a 30% stake in the Japanese company, 
the German car maker was seen as the most 
likely buyer of Peugeot. “I say ‘no’ to them 





eration, it has a conventional copper-wire 
network with national reach. 

Both services are likely tolose money at 
first. But AltaVista hopes to drive traffic to 
its portal, and nL expects to be able to sell 
packages of voice telephony, Internet ac- 
cess and interactive digital television. Ihab 
Makar, an analyst with Cap Gemini, a con- 
sultancy, says there is no reason why both 
should not eventually make money. 

The two firms are also betting that the 
cost of connecting to Bt’s network will fall. 
The government believes that the still- 
dominant former state monopoly has | 
been unwilling toletcompetitorsintercon- | 
nect at reasonable rates, and is thus hold- | 
ing back the Internet economy. Ministers | 
want other network operators to have ac- | 
cess to BT's local loop—the last mile to the | 
home—well before the current deadline of | 
2001. 81’s own response tothe moves by Al- | 
taVista and NTL was to accelerate the | 
launch of its own pricey unmetered-access 
package, which will cost nearly £30. 

Although Britain is more wired than 
most of Europe, the government fears that | 

| 
| 
] 
| 





the slow pace of Internet adoption com- 
pared with America could be a dragon the 
growth of the economy. After this week, 
that no longer seems likely: indeed, Britain 
and Europe could well catch up with 
America as unmetered access becomes the 
norm. As for Freeserve, to fulfil the promise 
of its brand and maintain a semblance of 
credibility, it will-have to offer free calls— 
and soon. 
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s ke” says Mr Folz, although he 
> rms that he is waiting to hear from the 

_ Germans. about collaborating on a new four- 
seater version of DaimlerChrysler’s troubled 
© Smanrtcar. 

Mr Folz’s argument for remaining inde- 
pendent is not based only on the big stake 
that is held by members of the Peugeot fam- 
ily, anxious, despite murmurings of discon- 
tentin their ranks before Christmas last year, 
not to sell their birthright. The company’s 
` profitability (an operating margin of 4.4%, 
translating into a net margin of 1.9%) may be 
_ feeble, but itis better than any other volume 

‘car company in Europe (see chart). The 
French company’s return on capital em- 
ployed has risen from 2.6% three years ago to 
14.2% last year. And, thanks to the runaway 
success of its small 206 and 306 models, Peu- 
geot has climbed to the top in the European 
market, with a share of around 12%, second 
only to Volkswagen. 

But that very success signals one of Peu- 
gears problems: it depends on Europe for 





| Goodbye, KMT Inc 


TAIPEI 


AIWAN andi its arch-enemy, mainland 

China, may feast on their differences, 
but they are all too alike when it comes to 
the links between politics and business. 
For most of its history, Taiwan’s ruling 
party, the Kuomintang (km), has run a 
huge business empire for a combination of 
reasons: fund-raising, patronage and in- 
dustrial policy. Now the xmr is facing, for 
the first time in its history, the possibility of 
defeat in presidential elections on March 
18th. And suddenly itis taking a new, rather 
more enlightened, view of the separation 
of commerce and state. 

The xm1’s presidential candidate, Lien 
Chan, said on March 6th that the party is 
waiting for the passage of a new trust law 
after the election to put operations worth 

atleast $7 billion into what amounts to a 
blind trust. Ranging from property hold- 
ings to banks, plastics and food, these firms 
sare all run by the kmt’s Business Manage- 
ment Committee. The party arm owns, via 
_ holding companies, majority stakes in at 
least 30 big Taiwanese firms, and minority 
(but often controlling) stakes in 300 more. 
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86% of sales, which is worrying, given the 
overcapacity and price deflation that is hap- 
pening despite booming sales. Including 
Eastern and Central Europe, there is overca- 
pacity of some 25% across the continent, 
which will continue to press down prices 
and margins. That said, Peugeot's factories 
are all working flat out. Their workload has 
even had to be reorganised to stop deliveries 
of some models from falling behind. 

Peugeot's other big problem remains its 
size: like Fiat and Honda, it makes around 
2.7m cars a year, in a world where giants such 
as General Motors and Ford make three 
times as many, with all the attendant econo- 
mies of scale. But the boss of Peugeot is not 
intimidated. Mr Folz’s view is that Peugeot 
should seek its own growth where markets 
are growing fast. The company already has 
about 5% of the world market, and it aims to 
raise production to nearly 4m cars a year 
through expansion in Latin America and 
Eastern Europe, both potentially fast-grow- 
ing, despite Brazil’s economic problems. In 
this way, he hopes to deal with both the 
firm’s overdependence on the European 
market and its small scale at one stroke. 

Yet Mr Folz admits that the company’s 
size means a struggle to amortise develop- 
mentcosts. Hence, as well as increasing sales, 
he also aims to reduce the cost of developing 
new models by using more common partsin 
the wide range of Peugeot and Citroén mod- 
els. Already, nearly half the group's products 
are made on only three platforms, the basic 


duct today would put it back on the ropes. 


¿erative North American market, half the 
























chassis and underpinnings of a car. By nex 
year, 62% of all models will be based on only 
two platforms. 
The other way to contain development 
costs and spread them over a greater volume 
is to form co-operative deals with other ma 
ers. Peugeot (like the other French producer, 
Renault) has always been keen on this tactic, 
At the moment, the firm has deals with Re- 
nault (on big engines), Fiat (on small vans 
they-share a factory in France) and Ford, | 
which it supplies with diesel engines. Peu- 
geot is widely regarded as the best maker of 
diesel engines for small cars anywhere in the 
world: Given that new technology is making 
diesels less polluting and more acceptable, 
while conserving their huge fuel-economy 
advantage over petrol, this is a real strength 
for Peugeot. 
The trouble is that smaller car compa- 
nies such as Peugeot cannot afford tomake a 
mistake. Peugeots last top-of-the-range 
model, the 605, was a flop, and is rarely seen 
outside France—contributing to its losses in 
the mid-1990s. Another misconceived pro- 


The sleek new 607 promises to do well, but it 
takes deep pockets to market premium cars 
“across Europe. Similarly, re-entering the lu- 


“world total, is still too big a risk. Mr Folz says. 
with justa hintof the defensiveness of the! 
-tlechap, “Itis difficult now and won't be any 
“more so in five years. So I can wait.” 








Although the kmr has reformed 
greatly since the days when the party’s 
chief finance manager was also Taiwan's 
central-bank governor, signs of political : 
favouritism are still legion. During the 
wave of defaults that hit Taiwanese banks 
in 1998 and 1999, 25 companies publicly 
sought the party’s help. But the manage- 
ment committee came to the rescue of only 
the nine that were either owned or con- 
trolled by a prominent kmr 
politician. No wonder the 
coming election looks likely 
to be so nasty. 

Mr Lien is hoping to head 
off a battle by disbanding the 
management committee 
and turning the companies 
over to independent manag- 
ers who are free of political 
obligations. This is as tricky 
as it sounds—even assuming 
that such free-thinking folk 
could be found. Many of 
these companies are run by 
boards and bosses made up 





of kmt appointees. Will they forget their | 


allegiance? And if not, who can replace: 


them all? 
The loss-making firms are a particu- 


larly awkward problem. If they were tobe |. 
liquidated, who would get the proceeds: | 
- tnexmrt, the people, or other parties? Anal- 
ternative is to list as many of the firms as. 
possible and wrapthem upasashare port- 


folio in which citizens could invest, much: 
as Hong Kong created a tracker fund for the 
portfolio thatit acquired when the govern- 
ment intervened. to prop up. the stock- 
market in 1998. Butonce again, whoshould 
get the proceeds? 

Not the kmt, argues the: 
opposition Democratic 
Progressive Party. It looks to 
German unification, when 
assets nationalised by the 
East German Communist. 
Party were. as far as possi- 
ble, returned to their origis 
nal owners. To that end, it’ 
wants an independent au- < 
dit of the K's assets to’ 
separate legitimate busi- 
ness investments from the 
illegitimate proceeds of pol- 
itics. That could take years. 
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The arcade industry 


The last pinball machine 


NEW YORK 


Pinball enthralled a generation. Game over 


ROADWAY CITY is the perfect modern 

games arcade, styled likea nightcluband 
gleaming with high technology. Two floors 
of dazzling entertainment, from virtual real- 
ity to motion simulators, greet Saturday- 
night couples milling through New York’s 
theatre district. Cafes offer refreshments; 
uniformed staff offer tips on how to play the 
games. Yet not everything here is silicon 
gloss. In a few corners lurk mechanical hold- 
overs from the arcades of yesterday: air 
hockey, skeeball, grab-a-bear crane games. 
And in one dark alcove, the daddy of them 
all, pinball, now a species close to extinction. 

Pinball virtually created the games ar- 
cade, capturing the quarters of a generation 
of flipper jockeys in the 1950s and 
1960s. And, rather like the Wurlitzer 
jukebox and the 1967 Thunderbird, 
the pinball showpieces of that era 
were masterpieces of electro- 
mechanical achievement. 

They still are, but nobody much 
cares any more. Youngsters, raised on 
PlayStations and 3-p virtual combat, 
no longer feel like leaning over a glass 
cabinet and batting around a metal 
ball. With sales slumping and losses 
mounting, was Industries, the pin- 
ball giant that dominated the indus- 
try with its Bally, Williams and Mid- 
way brands, last year decided to stop 
making the machines. Instead, it will 
concentrate on its profitable slot- 
machine business. Production halted 
in November; later this year the last 
of its latest, greatest pinball machines 
will be sold or junked. 

Itis the end of an era. From a peak 
of 100,000 in 1992, the industry’s high 
point, global sales of pinball machines fell to 
just over 10,000 last year. wms’s pinball divi- 
sion lost $17.8m over the past three financial 
years; when it stopped production it was los- 
ing $1m a month. Today, only one small pin- 
ball-machine maker remains anywhere in 
the world—the privately held Stern Pinball 
in Melrose Park, Illinois, which last year re- 
sumed life as an independent company after 
a spell as part of Sega, a Japanese entertain- 
ment giant. Stern makes only a few thousand 
machines a year, mostly relatively straight- 
forward games aimed at the niche “retro” 
market, much of which is in Europe. 

was did not give up without a fight. Fac- 
ing competition from arcade videogames 
that offered cinematic realism and thrills, 
the company made one last grand attempt to 
reinvent pinball. It developed an extraordi- 
nary videogame-pinball hybrid called Pin- 


80 


ball 2000, which combined computer graph- 
ics with state-of-the-art mechanics. Thanks 
to a hidden screen projected on to the glass 
top of the playing field, the ball appeared to 
bounce off animated holographic charac- 
ters, triggering video clips, simulated explo- 
sions and mini-games. The idea was to com- 
bine the best of both worlds: if children 
wanted fighting and alien-slaying they could 
have it, but via a flipper-and-ball interface 
that retained the steel-on-rubber immedi- 
acy of traditional pinball. 

Pinball 2000 was the pinnacle of pinball 
evolution. The second—and final—game us- 
ing the system, “Star Wars: Episode One”, 
throws everything from light-sabre fights to 





Wizard no more 


droid hunting into the mix, as four or more 
balls fly simultaneously through tubes and 
down ramps, triggering video pyrotechnics 
with each collision. But the company had to 
sell 20,000 units in its first year to break even, 
and it failed to reach even half that. 

Walt Levine, Broadway City’s general 
manager and a 25-year veteran of the indus- 
try, was not surprised. The business has seen 
hard times before. Pinball was even banned 
in many American cities as a form of gam- 
bling in the 1960s. And the first videogame 
craze to hit was Pac Man, which sent the pin- 
ball industry reeling as long ago as the early 
1980s. 

Yet in the past, the industry has always 
rebounded. This time it may not, Mr Levine 
says. Standing in his customer-free pinball 
nook, he ticks off the industry’s ills. The first 
is the decline of the arcade business itself, hit 


by the steadily increasing sophistication of 
home videogame consoles. This has forced 
arcade owners to move up to more sophisti- 
cated fare designed to entice the punters out 
of their living rooms: witness Mr Levine’s 
car-sized roller-coaster simulator. 

Pinball-machine makers tried tokeepup 
with ever more bells, lights and mechanical 
tricks, but the main effect was to make the 
machines more expensive and more prone 
to breakdown. “The more ramps and tubes 
they added, the more you'd have balls get- 
ting stuck or falling out of play—I couldn't 
keep up with the repairs,” says Mr Levine. 
Pinball machines need track waxing and re- 
alignment by skilled technicians. Arcade 
videogames just need their screens wiped 
every now and then. 


Down to its last ball 


Inan effort to recapture attention, an increas- 
ingly desperate pinball industry started re- 
leasing games even faster, many of them li- 
censed from movies. The result was lower 
quality, shoddier craftsmanship, and 
more headaches for the owners. The 
business is about giving arcade space 
to the cash boxes that fill up fastest; 
increasingly, this was driving, shoot- 
ing and sports videogames. Pinball 
machines tried to incorporate these 
too, first with flipper-controlled mi- 
nigames on a dot-matrix backscreen 
in the breaks between balls, and then 
with Pinball 2000's introduction of 
video to the playing field. But in the 
eyes of purists, it was the worst of 
both worlds: cluttered pinball and 
clumsy videogaming. And it failed to 
draw many newcomers, leaving pin- 
ball increasingly as the domain of the 
players who had grown up with it in 
the 1960s and 1970s. 

Now that was, which had 75% of 
the market, is gone, it is up to Stern to 
keep pinball alive. Gary Stern, the 
firm’s owner and chief executive, has 
the pedigree for it: his father was a 
pinball pioneer who ran wms in its heyday 
and was credited with such innovations as 
“drop targets” and long flippers. He reckons 
that the current market of 10,000 or so ma- 
chines a year can be sustained by returning 
the designs to mostly mechanical pinball ba- 
sics and aiming for “ancillary entertain- 
ment” sites such as cafes and cinemas, rather 
than the shrinking number of arcades. 

There are, after all, still a lot of pinball fa- 
natics out there. Each year a Pinball Expo 
draws a thousand or more collectors and 
players from around the world to tickle the 
flippers. But they are getting older, and their 
reactions are not what they used to be. Thus 
Mr Stern’s “South Park” game, complete with 
the cartoon hit’s scatological one-liners and 
fart noises: whatever it takes to bring a new 
generation into the fold. 

F é a 
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HEN he was training to be a door-to- 

door typewriter salesman for IBM, 
Thomas Haffa, chief executive of em.Tv, a Ger- 
man animation company that last month 
bought the Muppets, learnt the most impor- 
tant lessons of his life. The first time he was 
given a street to work, he drove up and down, 
sweating with fear, before steeling himself to 
try his first office. He rang the bell and assumed 
a pose at the door, golfball in hand, ready for 
the hard sell. “You were quick,” said the recep- 
tionist, who had telephoned 18m ten minutes 
earlier. “We'll take two.” “tam taught me to 
sell,” says Mr Haffa. “And it also taught me the 
importance of luck.” 

The combination has served Mr Haffa 
well. While working for 1sm, he met the Ger- 
man media mogul Leo Kirch, who knew a born 
salesman when he saw one, and employed Mr 
Haffa to take him into home video, a business 
that did not exist in Germany at the time. Mr Haffa, according to 
Kirch staff, was exceedingly good at his job. He speaks of Mr Kirch 
in reverential terms. “He's the best entrepreneur I've ever met.” 

Nevertheless, the two parted company, because Mr Haffa 
wanted to set up by himself. “Leo kept telling me I was too young. 
When I was 37, he finally let me go.” Mr Haffa set about creating, 
buying and selling animation. He has done all three with great suc- 
cess—especially the selling. By the end of this year, there will be ei- 
ther a channel or a chunk of programming under his Junior brand 
in every European country. 

But it was luck that really made the difference: em.Tv hap- 
pened to be the right size, in the right business, to take advantage of 
the birth of shareholder capitalism in Germany. “When I started,” 
he says, “and friends from America talked about going public, | 
didn’t understand what they meant. Then, in 1996, a couple of guys 
from Westis suggested the Neuer Markt. I became typically Ger- 
man, I said, ‘But it all belongs to me, and anyway, I can’t eat more 
than one schnitzel a day.’ That lasted maybe two days.” 

EM.TV was one of the first companies toliston the Neuer Markt 
and has been one of the most successful. This has opened up un- 
dreamt-of possibilities. “We couldn't have developed the com- 
pany without the Neuer Markt. No bank would have financed us. 











Selling yourself 


Thomas Haffa, star of Frankfurt’s Neuer Markt, is peddling a novelty in Germany: 
the idea of the businessman as showman 


such as Bertelsmann and Kirch. Listed media 
companies have all the excitementof a novelty 
for German investors and they tend to be 
bracketed with high-tech companies as natu- 
ral high-flyers. 

But a larger part of the explanation lies in 
the scarcity value of Mr Haffa. He embodies a 
rare quality in German business: showman- 
ship. Going public gave him visibility, and he 
seized it with relish. He started selling not car- 
toons, but his company. He saw the point of 
analysts, and welcomed them in to pore over 
his books. “Haffa does a brilliant spiel,” says an 
analyst. “Spiel is something that German chief 
executives have only recently discovered, and 
not many of them know how to doit.” 

Mr Haffa’s nature, as well as his visibility, 
sets him apart from the usual run of German 
bosses. A member of the Munich fast set, he 
consumes conspicuously—he rides a Harley- 
Davidson, drives a silver Porsche and is building a yacht. And he 
enjoys himself conspicuously—em.rv gave the best, biggest and 
longest party at the Cannes television festival in April. He has less 
in common with Allianz’s Henning Schulte-Noelle, say, than with 
Donald Trump. 

Mr Haffa may make the Frankfurt establishment wince, but 
the press loves him. He makes better copy than the reticent suits 
who run most of Germany’s businesses. As a result, he has had 
masses of free publicity; and although publicity for the chief exec- 
utive may not sell cartoons, it can sell shares. 


The show must goon 
There is, of course, a certain fragility to all this, especially fora com- 
pany in the kind of business that em.Tv is in. Internet companies 
seek to justify their share prices on the grounds that in a business 
that is still taking shape, the potential upside is almost infinite. But 
the size of the market for cartoons is finite, and known. And chil- 
dren's programming is an increasingly competitive business, so 
margins are not likely to rise. 

Having reached the heady 8,000 level, the Neuer Markt, too, 
may be in fora correction. Em.Tv’s success is attracting other firms, 
Tagen in media, tech and biotech, to go public. As that hap- 


The Americans wouldn't have taken us 
seriously.” The acquisition spree that the 
share price has financed has boosted tur- 
nover from DM27m ($15.6m) in 1997 to 
DM204m in the first half of 1999, and cul- 
minated in last month’s purchase of the 
Jim Henson Company, creator of the 
Muppets, for $680m, half in cash and half 
in shares. 

There is nothing unusual, these days, 
in small companies with rocketing share 
prices. Almost all of them, however, are 
tech companies. A media stock behaving 
like a tech stock is peculiar. 

Part of the explanation lies in the scar- 
city value of Em.TVv. The German media is 
dominated by privately held companies, 










On the crest of a wave 
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pens, SOEM.TV ’sscarcity value will fall. Mr 
Haffa seems to recognise this. Discussing 
the ebb and flow of good fortune in busi- 
ness, he draws a sort of wave pattern. “We 
are here,” he says, marking a point just be- 
fore a peak. 

But even if em.rv is due for a down- 
turn, Mr Haffa has managed to make his 
mark. One of the reasons why flash 
bosses are frowned on in Germany is be- 
cause strutting the stuff of success is reck- 
oned to be offensive to workers. But the 28 
EM.TV employees who took up the offer 
of shares in the company in 1997 have all 
become millionaires, thus proving Mr 
Haffa a better corporate citizen than his 
duller rivals. 
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BANKING IN EUROPE 


Deutsche’s big gamble 


FRANKFURT AND LONDON 


Germany’s Deutsche and Dresdner Banks are merging and plan to pull out of 
retail banking in the belief that they would do better in wholesale markets. 
Our first article assesses whether they are right. A second offers a cautionary 
tale after the merger in 1998 of UBS and Swiss Bank Corporation 


NOTHER big bank merger is hardly the 
stuff to set pulses racing these days. But 
the €30.8 billion ($29.5 billion) takeover by 
Deutsche, Germany's biggest bank, of 
Dresdner, its third-biggest, announced on 
March 9th, is no run-of-the-mill deal. It 
shows how fast German industry and fi- 
nance is changing—but also how slowly. For 
the banks are taking a huge gamble that, to- 
gether, they can succeed in an area in which 
they have previously found only modest 
success: investment banking. 

For a start, thanks to the close involve- 
ment of Allianz, Germany’s largest insurer 
and a holder of huge equity stakes in 
much of German industry and fi- 
nance, the merger has unwound a 
bunch of strategic knots. The future of 
Germany’s banking industry now 
looks clearer—not least because Ger- 
many’s biggest commercial banks 
have decided that retail bankingis not 
a business they wish to remain in. At 
the end of the process there will be 
two banks, one the new “Deutsche 
Bank”, serving wholesale markets, the 
other “Bank 24”, an independently 
owned retail bank. For better or for 
worse, Deutsche’s chosen path is in 
investment banking. 

The deal’s importance lies too in 
what it signals about new-found atti- 
tudes among Germany’s corporate 
managers. In recent weeks there have 
been signs aplenty that the old ways 
of conducting business in Germany 
are coming under pressure. One was 
the hostile takeover of Mannesmann 
by Britain’s Vodafone AirTouch, a ri- 
val mobile-telecoms firm that per- 
suaded shareholders to back its cause. 
Another was the proposal in Decem- 
ber by Hans Eichel, Germany’s fi- 
nance minister, to make big cor- 
porate-tax cuts, including the removal 
of capital-gains tax on sales of the big 
equity stakes held by Allianz, Deut- 
sche and Dresdner, and many other 
German companies. 
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The deal between Deutsche and 
Dresdner is being greeted by many as con- 
clusive evidence that Germany has changed 
for good. After seeing their position relative 
to foreign rivals slip steadily in recent years, 
Germany’s banks have at last undertaken 
some meaningful restructuring: “Now we 
can finally write the obituary of Deutsch- 
land AG,” enthuses a delighted investment 
banker involved in the transaction. 

Rolf Breuer, Deutsche Bank’s chairman, 
and Bernhard Walter, chairman of 
Dresdner, approached their dis- 
cussions free from the emotional 


Breuer’s kingdom 


baggage that had dogged all their previous 
efforts to combine. Last year the two banks 
failed to agree on how to merge their retail 
businesses. Since then, just about every lead- 
ing German bank has spoken to every other, 
as well as toa few banks abroad, about merg- 
ing. Dresdner was at the centre of most of 
these talks, having decided thatit had togeta 
lot bigger in order to become competitive. 

In the end Mr Walter eschewed a deal 
with Commerzbank or HypoVereinsbank, 
peers with which he might have found it eas- 
ier to live, but which nevertheless offered 
less alluring future prospects. In going back 
to Mr Breuer, Mr Walter was pursuing a deal 
to create a bank capable of competing more 
effectively in its chosen wholesale markets, 
while also clarifying ownership structures 
that have long been obstacles to change. 

That, at least, is the theory. Deutsche 
Bank will certainly be a world leader in asset 
management, lining up behind uss and Al- 
lianz. But it still faces a formidable challenge 
in investment banking, where it will be play- 
ing catch-up to top-tier American firms such 
as Merrill Lynch, Goldman 
Sachs and Morgan Stanley 
Dean Witter. It will have a more 
respectable position in Europe, 
where it will be the leading un- 
derwriter of flotations. But it 
will remain weak in the lucra- 
tive mergers and acquisitions 
(M&A) market, and it has only a 
modest presence in America 
via Deutsche Bank’s acqui- 
sition of Bankers Trust in 1999. 

That could change, however. One 
justification for the merger put for- 
ward by both Mr Breuer and Mr 
Walter is that the combined bank will 
have a much stronger home base 
from which to launch a proper global 
strategy. Deutsche has often fumbled 
abroad. From its new stronger bastion 
it could first expand in Europe, before 
perhaps bidding for a big American 
name such as Lehman Brothers or 
even Goldman Sachs itself. But such a 
strategy would require nerves, skill 
anda huge slice of luck. 

Meanwhile, the bank will need to 
move quickly to integrate its existing 
investment-banking franchises. The 
old Deutsche made a hash of things 
when it bought Britain’s Morgan 
Grenfell in 1989, but it did slightly bet- 
ter with Bankers Trust a decade later. 
Dresdner Kleinwort Benson (pxs), the 
smaller of the two operations, is the 
relatively successful result of an ear- 
lier merger and has strong M&A and 
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equities businesses, particularly in Britain. 
But John Leonard, an analyst at Salomon 
Smith Barney, foresees a “large cost take- 
out” (ie, many sackings) as pke is folded into 
Deutsche’s bigger machine. Insiders agree 
that there are overlaps, especially in the debt 
business, but stress that Deutsche wants to 
avoid the attrition that can be caused by 
thoughtless integration: “We have watched 
uBs struggle horribly since its merger and we 
don’t want to make the same mistakes,” says 
asenior investment banker. 

That is one reason why pke managers 
will figure so prominently in senior positions 
in the merged investment bank. Dresdner 
will occupy six of the 14 seats on the new 
Deutsche’s executive board. Managers from 
Deutsche will fill such big central jobs as fi- 
nance director, rr chief and risk controller; 
but the Dresdner team has won line respon- 
sibility for private banking and corporate 
customers. Messrs Breuer and Walter are to 
be co-chairmen. Yet such a cohabitation 
might be quickly tested. Frank Newman, 
chairman of Bankers Trust, left soon after the 
Deutsche takeover. Citigroup has just shed 
one co-chairman. And, though HypoVe- 
reinsbank was billed as a merger of equals, 
within months all of Hypo’s top managers 
had gone. 


Adieu retail 


Given the uncertainties around Deutsche’s 
wholesale strategy, the decision by the com- 
bined bank to back away from retail banking 
is remarkable. It would be unthinkable in 
most European markets. Imagine the fuss if 
two of France’s top banks suddenly declared 
that they had had enough of toiling for low 
returns and were selling their operations, 

Butit is hard to fault the logic. Germany’s 
retail market is distorted and fragmented. 
Between them, Deutsche and Dresdner 
command a measly 12% of domestic depos- 
its. And pressure from rival mutual and sav- 
ings banks, which have no need toearn mar- 
ket rates of return, means they probably lose 
moriey on this business. 

Worse, the banking market is further dis- 
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torted because the state-owned regional 
Landesbanks and their smaller savings- 
bank brethren, the Sparkassen, carry state 
guarantees that allow them to borrow 
cheaply on capital markets. The government 
also, in effect, guarantees all unquoted 
banks’ liabilities. Although the European 
Commission has attacked these structures as 
anti-competitive, it has so far had only lim- 
ited success in knocking them down. 

As a result, quoted German banks’ re- 
turns on equity lag those of their British, 
Spanish and Dutch rivals, and, despite their 
bigger asset bases, they are valued less highly 
(see charts). While Deutsche has a few 
branches in Spain, France, Italy and Belgium, 
attempts by both banks to acquire big retail 
operations elsewhere have been stymied, 
most recently in France and Poland. Sheer 
frustration, famously expressed by Mr 
Breuer when he compared the domestic 
banking market toa patient with cancer, was 
one reason for the decision by Deutsche and 
Dresdner to carve out the retail operation, 

Another was the seductive neatness of 
the structure dreamt up by their investment- 
banking advisers. Under the terms of the 
deal, there will be a three-way exchange of 
shares between the two banks and Allianz. 
The insurer owns 21.7% of Dresdner and 5% 
of Deutsche Bank. It is swapping these for a 
49% stake in Bank 24. At first this will be run 
by Deutsche, though Allianz will get the ben- 
efit ofa large new network through which to 
sell insurance. But if all goes to plan, Bank 24 
will then be floated as an independent com- 
pany, probably some time in 2004, at which 
point Deutsche intends to sell its entire stake, 
while Allianz will reduce its holding to 
around one-third of the firm’s shares. 

Clearly Bank 24 will have scope to cut 
costs. It should account for most of the 
merger’s estimated €3 billion of savings. 
Branches will be closed or sold and jobs 
shed. Deutsche was planning to spend €1 
billion a year on e-commerce and Dresdner 
was to spend half as much over two years. 
The new retail bank will need to spend 
much less than the combined amount. 

When complete, the deal will have tidied 
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up the relationship between Germany's big- 
gest finaricial firms. Deutsche will have wrig- 
gled free from Allianz’s influence. Allianz. 
will have transformed its lange exposure to 
Dresdner’s investment-banking business 
swapping it for both broader retail distribu- 
tion and ownership of pws, an. asset-man-. 
agement firm that will be split off from. 
Deustche Bank to keep regulators happy. 
Perhaps most important, Allianz has 
shown that it will not wait for government 
reforms before turning passive equity stakes. 
into active corporate-finance weapons. 
When the insurer hired Paul Achleitner from 
Goldman Sachs to be its finance director last 
year, its shares jumped on expectations that 
he would shake things up. After this week’s 
deal, investors will be expecting even bigger 
things. What future, for instance, for Ger- 
many’s other big banks? : 
Two that will be closely watched are - 
Commerzbank, now the baby of the Frank- 
furt market, and the bigger, Bavarian-based 
HypoVereinsbank. Commerzbank might 
fancy the idea of a cross-border deal. sscu, a 
giant Spanish bank, already holds a stake in 
itas part ofa web of international sharehold- 
ings. Either of the two big Dutch banks, inc. 
and ann Amro, have the muscle to take on. 
Commerzbank, as would one of the big- 
French banks, However, the French authori- 


of their banks; the Germans might retaliate.” 
HypoVereinsbank is weaker than its rivals- 
and, with its Bavarian focus, less attractive to 
foreign predators. 

The likeliest outcome is that these banks 
will swallow their pride and do a domestic 
deal, particularly since investors seem: to 
prefer such deals to risky cross-border ones, 
There are obstacles, however. Generali, a big 
Italian insurer, owns 5% of Commerzbank 
and distributes its policies in the bank's 
branches. Allianz owns 17.4% of HypoVe- 
reinsbank, so might be reluctant to let it 
merge with Commerzbank. The restructur- 
ing of Germany’s financial industry has’. 
taken a big step forward. Even guided by AF ` 
lanz, it still hasa long way to go. 
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The travails of 
UBS 


FTER two big restructurings in the past 
few weeks, in private banking and asset 
management, uss'’s profits were unlikely to 
be wonderful. They were not. On March gth, 
Switzerland’s largest bank and Europe's 
third-biggest by assets, announced net pro- 
fits of SFr 6.3 billion ($4.2 billion) for its latest 
financial year. These results were twice as 
good as the previous year’s; but those in- 
cluded having to write off, among other 
things, a disastrous investment in Long- 
Term Capital Management, a hedge fund 
that almost went bust in September 1998. 
And the increase was driven by a huge rise in 
trading profits. The bank’s shares duly fell 
again. uss, formed by the merger of the old 
Union Bank of Switzerland (uss) with the 
smaller Swiss Bank Corporation (ssc), re- 
mains a directionless and unhappy institu- 
tion. The bank’s boss, Marcel Ospel, is under 
fire. Its myriad problems, Deutsche Bank 
might care to note, date back to that merger. 

Although billed as a merger, it was in re- 
ality an spc takeover. ssc folk filled almost 
all the top jobs. uss was pushed into a deal 
because it was in such poor shape. sec knew 
that there were problems at uss, but it failed 
to draw the appropriate conclusion: to steer 
clear because uss’s risk management was so 
much worse than everyone else's. After the 
merger, problems duly emerged in Asia as 
well as in the bank’s exposure to Long-Term 
Capital Management. 

It is perhaps no surprise that the new uss 
is not prospering. Although ssc had been 
successful at integrating purchases before, 
UBs was altogether too big a mouthful. Since 


the merger in June 1998, some SFr32 billion 
has been wiped off the bank's market cap- 
italisation, which, as it happens, was not far 
short of ssc’s value when the merger wasan- 
nounced. “The performance is below our 
original expectations. But [the merger] was a 
difficult thing,” says Marcel Ospel, chief ex- 
ecutive of the new uss and, before that, boss 
of ssc. Apart from retail banking in Switzer- 
land, where the bank has been unable to 
shed many staff, the two most obvious pro- 
blems have been in asset management and 
private banking. 

Internationally, uss has two big asset- 
management firms: Phillips & Drew and 
Brinson Partners. Both are value investors— 
meaning they try to buy cheap shares that 
they think will outperform over time. Unfor- 
tunately, they have got cheaper instead, and 
investors have deserted them. Tony Dye and 
Gary Brinson, the two firms’ chief invest- 
ment officers, have left and the two compa- 
nies are to be combined. 

It would be unfair to blame poor asset- 
management performance on the merger, 
however. The private-banking mess is an- 
other matter. The market for private banking 
is growing strongly, and it has traditionally 
been something of a Swiss niche. Rudi Bogni, 
its private-banking boss, thought he could 
double the size of uss’s private-banking 
business in five years. In the event, profits 
have fallen sharply and uss has been able to 
attract no new money to manage. Mr Bogni 
has now been sacked. The onshore business 
has been put under uss Warburg, the invest- 
ment-banking arm. 

It is doubtful that this will solve the pro- 
blem. Private clients were unhappy, in part, 
because of the poorly performing asset- 
management arm, and, in part, because rich 
people (as opposed to very rich people) were 
treated as second-class. Oddly, for a private 
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client business, the bank is setting up call 
centres in Maastricht and Edinburgh. More 
fundamentally, just about every bank seems 
to want to be in private banking—and uss 
may be too big to provide the personal touch. 

That leaves investment banking. Despite 
rumours to the contrary, Mr Ospel is very 
unlikely to sell uss Warburg, for two reasons. 
He was, via a string of acquisitions, including 
Britain’s S.G. Warburg and America’s O'Con- 
nor and Dillon Read, responsible for build- 
ingit up. And itis the only decently perform- 
ing business left. 

But it is not without its problems. Apart 
from its appalling branding—it has gone 
through five changes of name in as many 
years—its risk management, suggests more 
than one former employee, is less solid than 
was that at ssc: the price, it seems, of taking 
over a firm with such a cavalier attitude to 
risk. But the biggest question is whether uss 
Warburg is anything other than a good Euro- 
pean equities firm. Half of its revenues come 
from this operation. Mergers and acqui- 
sitions, a money-spinner for big Amercian 
investment banks, earn only some 13% of the 
investment bank's revenues. 

Much as top management brushes aside 
such questions in public, the firm is worried 
about its lack of presence in America. The 
task of digesting uss has distracted the 
bank’s management from doing something 
about that. It will list American Depositary 
Receipts in the first half of this year, so that it 
can buy something in America (many 
names are mentioned). But that will be ex- 
pensive and might lead to more indigestion. 

Many good employees have become dis- 
affected. Lots of talented people have left the 
firm of late, many not even lured for extrava- 
gant sums by rivals. Only one of the 20 part- 
ners in O'Connor, a derivatives-trading firm 
that was bought by ssc in 1992, is left. David 
Solo, who was previously the chief operating 
officer of uss Warburg and an Ospel protégé, 
seems simply to have given up; not even se- 
nior managers seem to know why. George 
Feiger, whom Mr Ospel hired from McKin- 
sey when uss bought Warburg, is leaving 
this month, Although charming, Mr Ospel, 
say many, is a ruthless boss who discards 
people once they have served his purposes. 

Unless they are Swiss, a fact that has not 
gone unnoticed. Being foreign has become a 
hindrance to anyone with aspirations to the 
uss board. Hans de Gier, the erstwhile Dutch 
boss of uss Warburg, left last year. He was re- 
placed by Markus Granziol. The American 
Mr Brinson has been given the chop; a Swiss, 
Peter Wuffli, is now in charge of asset-man- 
agement. Mr Bogni’s business is now run by 
two Swiss. The only non-Swiss on the board 
of uss is Luqman Arnold, the firm’s British 
chief financial officer. For a bank with inter- 
national aspirations, uss has become de- 
cidedly more Swiss. To some, that might 
smack of a bunker mentality. 
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-Fuelling inflation? 


FINANCE AND ECONOMICS 


Contrary to conventional wisdom, the rise in the price of oil could yet give the 


world economy a nasty shock 


NYBODY who remembers the oil-price 
shocks of 1973-74, 1979-80 and 1990 
should now be suffering sleepless nights.On 
all three occasions crude oil prices tripled,in- 
flation soared and the world economy went 
“Into recession. Over the past year, crude oil 
- prices have, for a fourth time, risen more 
than threefold. Yet almost everybody seems 
to be sleeping soundly; nobody is predicting 
a recession. Perhaps they should wake up. 

This week the price of benchmark North 
Sea Brent crude hit $32.4 barrel, before falling 
back below$30. This is up from less than $10 
in late 1998—and the highest level since the 
< Gulf war in 1991. The surging oil- price reflects 
-. both production cuts by opec and stronger- 
 .than-expected global demand, which be- 
tween them have pushed oil stocks to their 
lowest levels for many years. Yet few econo- 
mists fret about this fourth “oil shock”: they 
believe that the rich economies are less vul- 
_ nerable to oil prices than they were. The new 
economy runs on information, not oil. 

There are indeed good reasons to.think 
thatthe economic consequences of thejump 
inoil prices will be less severe now than they 
~ were inthe 1970s. First, the surge in oil prices 
< comes straight after a sharp collapse: at the 
= start of 1999, prices were at their lowest in 
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real terms—ie, adjusted for inflation—since 
1972. Even after their recent rise, real oil 
prices are barely half their level in 1981. 

A second point is that energy conserva- 
tion (thanks to higher taxes), a shift to other 
fuels and a decline in heavy industries have 
all made rich economies much less depen- 
dent on oil than they were. And yes, software 
firms guzzle less energy than car makers. 


‘Since the early 19708, the amount of oil con- 


sumed per real dollar of output has fallen by 
almost half in rich countries (see chart on 
next page). 

A third difference, as Philip Suttle, an 
economist at J.P. Morgan notes, is that each 
of the previous three oil-price hikes were as- 
sociated with wars or revolutions, which 
created additional uncertainty. This time oil 
supply is being withheld voluntarily, so the 
adverse impact on business and consumer 
confidence may be smaller. 

Fourthly, previous oil shocks took place 
when rich economies were overheating and 
inflation was already rising; Higher prices 
quickly fed through into wages. Although 
the American economy may look red hot at 
the moment, Europe and Japan have ample 
spare capacity. Underlying global inflation- 
ary pressures remain subdued. The Econo- 





mists non-oil commodity price index, for 

example, has increased by less than 5% ov 
the past year; in.i973 itjumped by 70%. 

—But-even if higher oil prices have a 
aller i impact than they used to, they 

ve some effect. The initial impact of a 

il prices is clearly to push up con- 

umer prices. This is already happening he 

flation rate has risen over the past year in 


America from 16% to 2.7%, and in the euro 


area from 0.8% to 2%. Rises in producer prices 
suggest there are further increases ahead: 
producer prices in the euro area, for exam- 
ple, rose by.5% in the 12: months to January, 
compared with a fall of 2.7% in the year to 
January 1999. ; 

Atis certainly true that core rates of infl 
tion (which exclude oil prices) have so far in- 
creased only a little, thanks in part to struc- 
tural downward pressures on prices from 
deregulation and the spread of the Internet. 
What worries central banks, however, is the 
risk that higher headline inflation might 
feed through into higher wages. That risk is 
at its greatest in America, where the labour 
marketis as tightas adrum. 


Oils not well 

Rising oil prices can reduce output in two 
‘ways. First, they squeeze real incomes, an 
hence spending by firms. and households. 
Second, higher oil prices lead to a shiftin the 
terms of trade that transfers income from oil 
consumers to oil producers. If oil-producing 
countries save much of their windfall, world 
demand will shrink. In the 1970s opec coun- 
tries saved most of the extra oil revenues, ex- 
acerbating the world slump. But today, cash- 
strapped oil S are more likely to 
spend their windfall. 

Theiprecise impact of the recent oil-price 
rise will depend greatly on how long oil 
prices stay high: Suppose that oil remained 
close to. $30.a barrel for, say, a year. What 
might happen to inflation and output in rich 
economies? ; 
The tripling of the oil price from $10 to 
$30 would increase rich economies’ oil-im- 
port bill by just. under 1% of cpr, less than 
half the terms of trade loss from each of th 
19708 oil price shocks. In an analysis of oil 
prices in its latest Economic Outlook, th 
OECD assumes that oil exporters will spend 
80-90% of their extra revenues within two 
years and that real interest rates and real 
public spending in rich economies will re- 
main unchanged: On this basis, the orcp 
says, a $10 rise in the price of a barrel of oil in 
creases inflation in rich economies by half a 
percentage point after one year,and reduces: 
growth by about a quarter-point. Making a 
‘bold extrapolation, the $20 increase over the 
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nate, to say the least, given that Japan's econ- 
omy is currently the weakest of them all. 

Many emerging economies—those that 
are not oil exporters—would suffer still 
more. They use more energy; indeed, unlike 
rich economies, many now use more oil per 
unit of cpr than they did in the 1970s, be- 
90 cause of rapid industrialisation and a sharp 
25 jump in car ownership. As a group they use 
80 four times as much energy per unit of Gpr as 
the rich economies. In 1973 emerging econo- 
mies consumed 29% of the world’s oil out- 
| put; today that figure is 43%. If oil prices stay 
s| | around $30, this would increase South Ko- 

| rea’s oil-import bill, for example, by the 
equivalent of more than 3% of GDP, com- 
pared with only 1% in rich economies. 

Even so, the general message from the 
OECD's analysis is: “Don’t panic”. Higher oil 
prices will not hugely reduce rich countries’ 
growth from the forecast 3% this year; and 
there is no immediate risk of a recession. Per- 
haps, however, one should not be too 
soothed. Economists have consistently un- 
derestimated the impact on growth of previ- 
ous oil shocks. In December 1990 the orco 


Fourth time lucky? 
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other hand, the orcp estimates that the out- 
put loss would be significantly bigger in Ja- 
pan (where a price rise of $10 might knock 
0.4% off output) than in the eu or America. 
This is because Japan is more dependent on 
imported oil and exports much less to opec 
countries than the eu, say. That is unfortu- 


past year might raise prices and cut growth 
by twice as much. 

The oec reckons that higher oil prices 
would push up inflation by more in Europe 
than America or Japan. Europe's more rigid 
labour markets mean that wages tend to re- 
spond more swiftly to higher prices. On the 





| Summers’s troubles 


WASHINGTON, OC 


HAT do the Germans and Republi- 

cans have in common? Both are 
causing America’s Treasury Department 
headaches over the International Mone- 
tary Fund. Having had one candidate 
spurned for the ımF’s top job, the Germans 
have now come up with another. And con- 
gressional Republicans have jumped on a 
new report that demands radical reforms 
both to the mr and the World Bank. Nei- 
ther the candidate nor the reportis much to 
the Treasury’s liking. 

Unfortunately, neither will go away. 
After America’s vocal opposition had 
forced the Germans to ditch Caio Koch- 
Weser as their candidate to be the Fund’s 
new boss, most observers expected the Eu- 
ropeans tocome up with a political heavy- 
weight. Instead, on April 7th, Germany's 
chancellor, Gerhard Schröder, announced 
a new German contender: Horst Köhler, 
who is head of the European Bank for Re- 
construction and Development, and a for- 
mer finance ministry official. 

Like Mr Koch-Weser, Mr Kohler is a bu- 
reaucrat, albeit one with more relevant ex- 
perience. At the finance ministry, he was 
Germany’s man at meetings of the G7, the 
rich-country club. He is now running an in- 
ternational institution, albeit a smaller one 
than the mr. At the EBRD, Mr Kohler is 
known for being highly focused, though 
his relations with senior staff are marred 
by occasional outbursts of bad temper. 

Yet America’s Treasury is unenthusias- 





tic about Mr Kohler. It would be diplomat- 
ically tricky for America to veto yet another 
German candidate. So the Americans are 
relying on other Europeans to come up 
with somebody different. Unfortunately 
Portugal, the current Eu president, has pub- 
licly supported the idea of Mr Kohler, and 
France has not come out against him. 

Italy's foreign minister, Lamberto Dini, 
has, however, said that the imr job needs 
to be filled by a senior politician not a 
“technician or a high functionary”. That 
may be because Italy is keen to push Gui- 
liano Amato, its treasury minister (whom 
the Americans, too, would welcome). Brit- 
ain would also prefer a political figure. As 
The Economist went to press, it was decid- 
ing whether to join Italy in pushing Mr 
Amato. If it does not, Mr Summers might 
yet be stuck with a German bureaucrat. 

Equally unappealing for the Treasury 
is the prospect of imF reform legislation in- 
spired by anew congressional report on in- 
ternational financial institutions. The re- 
port, released on March 8th but leaked 
earlier, suggests changes to both the imr 
and the World Bank. Some, such as writing 
off debts to heavily indebted countries, are 
fairly congenial to the Treasury. Others, 
such as drastically cutting the Fund’s and 
Bank’s role, are not. 

Some of the principles on which these 
recommendations are based are not so dif- 
ferent from those that Mr Summers him- 
self has espoused. The problem, however, 


lies in the tone, detail and political conse- 
quences. Its highly critical tone is fuel for 
the myriad ime-bashers in Congress. Its de- 
tailed proposals are impractical. Most im- 
portant, its emphasis on radically trim- 
ming today’s institutions, and on 
increasing future foreign assistance in- 
stead, assumes that a consensus for more 
aid is going to develop in the Congress. To 
anyone who tracks America’s budget de- 
bates, that is a faint hope. 

Republicans are determined to follow 
through, particularly on the sections about 
IMF reform. They might attach legislation 
demanding reform to the administration’s 
request for more money for poor-country 
debt relief. It is worse than ironic that in the 
ensuing stand-off, it will be the poorest 
countries—whom the Meltzer Commis- 
sion is so keen to help—that may lose out. 











Another German on the block? 
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forecast growth of 2% in rich economies for 
the following year; in the event, growth 
turned out to be only 0.8%. 

Even if the direct impact on the world 
economy of higher oil prices is modest, the 
indirect effects could be larger. The biggest 
risk lies in America, where demand is run- 
ning dangerously ahead of supply. The re- 
cent spurt in productivity growth—up by 
3.6% in the year to the fourth quarter—may 
have increased the economy’s long-term 
growth rate. But, as Alan Greenspan, the Fed 
chairman, argued recently, there is a danger 
that, in the short term, faster productivity 
growth could boost demand more quickly 
than it boosts supply. 

Expectations about faster growth and 
hence higher future profits have helped to 
push up share prices. And, encouraged by 
their new-found stockmarket riches, Ameri- 
can consumers have been on a spending 
spree. Mr Greenspan has signalled that inter- 
est rates must keep rising until the economy 
slows, and that such a slowdown is unlikely 
to happen if share prices keep going up. Yet, 
though the Dow Jones has fallen by 16% from 
it peak, the technology-heavy Nasdaq mar- 
ket has barely paused for breath in its ascent. 

Rising oil prices are likely only to add to 
the Fed’s concerns. To the extent that higher 
oil prices push up headline inflation and so 
risk pushing wages higher, the Fed is likely to 
have to raise interest rates by more than 
many people now expect. That, in turn, will 
make American technology shares look 
even more overvalued. If (when) the tech 
bubble bursts, this will cause spending to 
slow sharply as firms and households strug- 
gle to reduce their heavy debt burdens. 
America may have a new economy, but it is 
notimmune toold dangers. 

a 





Taiwan 


No feather- 
weight 


HONG KONG AND TAIPEI 


S ONE of the top brass at Taiwan's Se- 
curities and Futures Commission, Ding 
Kung-Wha tries hard to be diplomatic. But 
please, how dare you compare Taiwan to the 
Philippines, which is mired in its latest in- 
sider-trading scandal? Taiwan’s stockmarket 
regulations and corporate governance, he in- 
sists,are second only to America’s. And yes, it 
is high time that Morgan Stanley Capital In- 
ternational (Msc1) gave Taiwan a full weight- 
ing in its regional stock indices. 

It is a frustration shared by many ana- 
lysts and investors familiar with the island. 
By some measures, Taiwan has one of the 
most sophisticated stockmarkets (and econ- 
omies) in the world. Yet its peculiar political 
circumstances still make it an “emerging” 
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Another Asian upheaval 


market to many world-class investors. “Is the 
movement of capital free and open?” asks 
John Fildes, the Asian head of the msc1 index 
family, part of America’s Morgan Stanley 
Dean Witter. “In Taiwan, it is not.” Even so, 
Taiwan is liberalising fast enough that msc1 
will raise its weighting from 50% to 65% in 
May, to 80% in November and to 100% by 
May 2001. 

This has already unleashed a stampede 
of capital into Taiwan, as foreign institu- 
tional fund managers raise their exposure to 
bring it more into line with the main regional 
benchmark, the mscı ac Far East ex-Japan 
index. Currently, Taiwan ranks third in the 
index, after Hong Kong and South Korea. 
Once it is reweighted, however, its share in 
the index will rise from 22% to 36%, making it 
easily the largest stockmarket in Asia ex-Ja- 
pan for international investors. Malaysia, 
which is re-entering the index after being ex- 
cluded for imposing capital controls in 1998, 
will be a comparative minnow. 

At the moment, this new foreign money 
is waging a tug-of-war of sorts with Beijing. 
Taiwan’s stockmarket has soared by 18% in 
the past six months (see chart), only tostall as 
a result of the bellicose noises emanating 
from China in the run-up to Taiwan’s elec- 
tion on March 18th. This perennial threat 
from the mainland is the very factor that is 
responsible for Taiwan’s restrictions on for- 
eign capital in the first place. As an interna- 
tional pariah, the island is a member of nei- 
ther the ımF nor the World Bank. Were 
Taiwan to suffer a crisis, such as the one that 
engulfed South-East Asia in 1997-98, who 
would come to its aid? Taiwan feels it has to 
rely on its own foreign-currency reserves. 
Naturally, it has a bias against destabilising 
inflows of “hot” foreign capital. 

One way of keeping them at bay has 
been simply to slow them down. Foreign in- 
stitutions wanting to invest in Taiwan have 
to apply for the status of qualified foreign in- 
stitutional investors. Although few are 
turned down, the paperwork tends to sit in 
bureaucrats’ offices for six months or more. 
Besides this nuisance, foreign funds could in 


the past invest no more than 
$600m apiece in the stock- 
market. The authorities have 
raised this limit to $1.2 billion, 
but this is still too small for 
large pension funds to get a 
proper weighting. However, 
MscI understands that even 
this limit will eventually go. 
Not fast enough for some. 
By many measures Taiwan has 
the most fanatical equity cul- 
ture in the world. There are 10m 
retail brokerage accounts, in a 
population of 22m. Years be- 
fore it became popular in the 
West, day trading accounted 
for as much as 15% of market 
turnover in Taiwan. At some 
eight times market capitalisation, that turn- 
over is itself among the highest in the world. 
And trades are settled the next day—faster 
than almost anywhere else. In America, for 
example, trades are settled three days later. 
“Can you believe it? T+ settlement, and it’s 
an “emerging” market,” jeers Nathan Emer- 
son, who runs the securities business of ABN 
Amro,a Dutch bank, in Taiwan. 

Some Western money managers are 
starting to take note of Taiwan’s potential. 
Not least since September 2ist last year, 
when a big earthquake struck the island. 
Had it happened anywhere else, it might 
have been quickly forgotten. But the next 
day America’s top technology companies, 
including Compaq, Dell and Hewlett Pack- 
ard, all lined up to announce profit warn- 
ings, amid fears that their Taiwanese suppli- 
ers might face disruption. As it turned out 
most did not; but the spectacle was enough 
to make investors everywhere sit up. 

And rightly so. Taiwanese companies 
such as Acer, a computer maker, or UMC, a 
semiconductor manufacturer, are world- 
class firms, and the target for much of the for- 
eign investment in Taiwan. Ask Peter Chang, 
umc’s chief executive, whether he sees any 
clouds on any horizon anywhere for his 
business, and you get a relaxed, American- 
accented “Nope”. Increasingly, the world’s 
investors seem inclined to believe him— 
even though they will occasionally glance 
nervously towards mainland China. 





A piece of the action 
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Casting the net 


HE point about the Internet is that it is 

global. For banks the Internet should 
thus be a way of seamlessly crossing bor- 
ders. No need to trouble with such anach- 
ronisms as branch networks; no worry 
about being tripped up in mergers by cul- 
tural differences. Odd then, that this week 
there were two merger deals, one involving 
a bank with a sophisticated online opera- 
tion, and the other one of the first in which 
one e-bank takes over another. 

The first deal to be unveiled was the ac- 
quisition, for €48 billion ($4.6 billion), of 
Denmark’s Unidanmark by MeritaNord- 
banken, a Finnish-Swedish bank. This is a 
solid deal that will help MeritaNordban- 
ken to build a super-regional bank span- 
ning all the Nordic countries. So far Nor- 
way is the odd one out:a bid for Christiania 
bank remains mired in Norway’s national 
politics because, not being a member of the 
European Union, Norway does not have to 
observe its rules. 

Even so, the Unidanmark takeover 
looks a bit old-fashioned. MeritaNordban- 
ken happens to be rather good at Internet 
banking. Half its Finnish customers use the 
net to gain access to their accounts, a far 
higher proportion than at the most In- 
ternet-obsessed of American banks. With 
their love of mobile telephones, the Scandi- 





navians are ahead of the game in mobile- 
phone banking too. And for all that the In- 
ternet. allows customers to be serviced 
cheaply, the technology is expensive; it 
helps to have lots of customers to spread 
the cost. Sorather than buying an old-style 
bank with branches, why not simply lure 
in customers by expanding the online op- 
eration into Denmark? 

The second deal is trying to do that. In- 
deed, the acquisition of first-e, a Dublin- 
based online bank, by Uno-e, a joint ven- 
ture between Bava, a Spanish bank, and 
Terra Networks, Spain’s biggest Internet 
service provider, was explicitly not bound 
even by mere European ambitions. In- 
stead, the resulting entity, uno- 
first group, is, the press release 
gushed, “the world’s first global 
Internet banking group.” 

First- and Uno-e are new- 
comers, to put it mildly. First-e 
opened its virtual banking doors 
only last November; Uno-e has 
not even got that far. But nowa- 
days youth is a prized commod- 
ity. The new company is worth, 
according to Morgan Stanley 
Dean Witter, which advised 
both parties, some €2.4 billion. 
If so, that values first-e, in which 





Morgan Stanley is.also a shareholder, ee 
eye-watering €11 billion, which equates to 
€20,000 for each of its 50,000 British cus- 
tomers. This seems a lot, given that first-e 
has been luring potential customers with 
promises of money (the going rate is now 
£75 ($120) ) toopen an account. 

Gerhard Huber, first-e’s chief executive 
thinks it is not. “It is land-grab time,” he 
says, and he talks grandly of the age of equ- 
ity marketing budgets. Inigo Lecubarri, an 
analyst at Salomon Smith Barney, agrees. 
“It’s a new world. Even if they overpay, it’s 
less than the amount that BBva’s shares go 
up and down every day.” Others are more 
sceptical. Patrick Frazer of Davis Interna- 
tional Banking Consultants asks: “Is it the 
wave of the future, or is it the bigger fool 
phenomenon?” A good question. 




























New economy shares 


Anorexia 


NEW YORK 


HAT could possibly account for 
Palm’s market capitalisation swinging 
between $94 billion and $38 billion follow- 
ing its initial public offering (iro) on March 
:¿ and? Palm’s two lead underwriters, Gold- 
man Sachs and Morgan Stanley Dean Witter, 
¿had projected an initial price of $14-16 a 
: share for the company. They offered it at $38, 
and then watched it hit $165 on its opening 
day before settling in the $60-70 range. 

Even at this comparatively modest level, 
Palm, which does little more than design and 
outsource a single product (handheld com- 
puters), has a market capitalisation: bigger 
than that of Kellogg, International: Paper, 
and Goodyear Tire & Rubber combined. Old 
economy investors might well recoil before 
Palm’s share price, which exceeds 1,100 times 
last year’s earnings. But even new economy 
converts might pause at the notion of paying 
6o times revenues. Yet if these valuations 
seem unreal, that is because, in a sense, they 
are. The answer as to what determines 
Palm’s valuation is: almost nothing. 

Only 5% of Palm’s shares were placed in 


yp 


the rro. The rest remain with its former par- 
ent, 3Com, a profitable manufacturer of 
servers with a market capitalisation worth 
$10 billion less than its holding in Palm. Of 
the Palm shares that were placed, it is safe to 
say that most do not trade. “Flipping” IPOs 
(selling them for a quick buck) is discour- 
aged, at least in public, by investment banks 
that like to retain tight control over such 
deals in their early days. Retribution for 
feeding the market’s appetite comes in the 
shape of being cut out of future hot issues. 
Bill Smith, who runs Renaissance Capital, a 
research and fund-management firm, reck- 
ons the actual float for any iro is less than 
half the shares that are offered. 

Despite this, more than 80m shares were 
traded in the five days after Palm’s listing, al- 
most four times the number that were sold. 
The inescapable: conclusion is that Palm’s 
price is being determined by a tiny trickle of 
shares that are being splashed back and 
forth between people with something of a 
zest for trading. 

Offering such a small quantity of shares 
for sale is far from unique to Palm. Eleven 
other companies went public in the same 
week,and only one included more than 20% 
of its shares in the offering. In some other 
countries, regulators require companies to 
offer one-third or more of the issued shares. 





But in America the sec insists only on clear 
disclosure about the structure of the deal. To 
make sure that the shares are liquid, the New 
York Stock Exchange sets specific trading 
standards, but the more freewheeling Nas- 
daq stockmarket has few such requirements. 

The result looks like being a remarkable 
year when all manner of unlikely compa- 
nies issue shares for the first time and then 
see them go into orbit. “It's a bring them thin, 
you win, strategy,” says Robert Gabele, di- 
rector of research at First Call/Thomson Fi- 
nancial, a tracking service. “Get the right 
publicity in the right market; the stock soars, 
the shorts short, they get squeezed, and the 
offering’s a huge success.” And what of those 
deluded folk that issue rather more of their 
company’s shares? Eight of the nine compa- 
nies that now trade below their offering 
price issued in excess—sometimes far in ex- 
cess—of 20% of their shares (see table on next 
page). 

What now? 3Com intends to distribute 
its remaining stake in Palm. to its sharehold- 
ers within six months, The logical arbitrage is 
to buy 3Com and sell Palm. That is unlikely 
to be good for Palm’s stock price. A six- 
month restriction on selling shares has be- 
come the common standard for public offer- 
ings. So far, the end of this period has not re- 
sulted in a widespread dumping of shares, 
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largely because nobody wants to sell stocks 
that seem only to go up. But Renaissance 
Capital keeps careful track of when lock-ups 
end, and the date is a popular feature on its 
freely available website. Last October was a 
busy month for offerings. Many company 
insiders. will soon be able to sell. The stock- 

_ market has been buckling lately, and it takes 
little to transform greed into panic. Remem- 
ber the bard: beware the ides of March. 
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-Old economy shares 


Profitless 
gamble 


$ LONDON AND NEW YORK 


AST summer Jac Nasser, the new chief ex- 
ecutive of Ford, expounded his vision of 
an exciting consumer company rather than 
just-a car maker. His aim was to lift Ford’s 
price-earnings ratio closer to the aspirational 
levels of such consumer-goods giants. as 
Procter & Gamble. This week Mr Nasser got 
his-wish, though perhaps not quite in the 
way he wanted: instead of Ford’s shares ris- 
ing to meet pac’s, they came down to meet 
’Ford’s. pac’s shares lost a third of their value 
-in one day after it issued a profits warning. 
pac is only the latest “old economy” com- 
pany to see its shares fall, in part because of 
the stampede towards. dotcom shares— 
“which Arthur Levitt, boss of America’s sec, 
described this week as trading on multiples 
ofa thousand times nothing. 

Traditionally one of America’s most de- 
pendable companies, pac stunned the 
stockmarket on March 7th when it revealed 
that its third-quarter earnings would slump 
by 10-11% rather than rise by 7-9% as investors 
had been expecting. This was the second 
time in two months that the firm had disap- 
pointed investors. They fled, pac shares 
slumped, and the Dow Jones index went 
down with them. 

Coming hard on the heels of poor results 
from its arch-rival, Unilever, the pac profits 
warning may increase still further investors’ 
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distaste for old-economy companies. Butitis 
not necessary to report falling profits to see 
your shares tumble. Take the example of 
Ford, once again. It has been making record 
profits, with quarterly results rising without 
a blip for the past four years or more. Yet its 
stockmarket rating has fallen dramatically in 
the past two years. 

Or look at the British aero-engine maker 
Rolls-Royce. Last week, it announced a rise 
in pre-tax profits of 10.8%, rather more than 
the market expected. Its order book is bulg- 
ing and its first-half cash drain dried up to 
leave it neutral over the year. Yet its shares 
bombed 8.2% the day of its results. 

The following day sae Systems (for- 
merly British Aerospace) announced spar- 
kling profits, twinkling prospects (including 
some e-business), jingling cash balances and 
booming orders—only for its share price to 
display all the kinetic energy of a deceased 
feline. Last month British Airways, admit- 
tedly a troubled company on its way to a 
£200m-plus loss, nevertheless produced 
some upbeat trading results which sug- 
gested its strategy of chasing premium traffic 
might just be paying off. The response? Its 
shares fell a further 4.5%, just when it seemed 
they could hardly go any lower. 

In Britain, old-economy shares have 
fared especially badly; indeed, many have 
fallen more than they did in the stockmarket 
crash of 1987. One result has been that the 
FTSE 100 index of top companies has been 
drastically rejigged this week to reflect the 
new capitalisations. Out went old staples 
suchas Scottish & Newcastle and Whitbread 
(both brewers), and Allied Domecq (drinks), 
all of which can look forward to a solid 
stream of earnings from their liquid pro- 
ducts. Other stolid corporate citizens have 
also been relegated: Associated British 
Foods, Hanson (the rump of the former con- 
glomerate), PowerGen and Thames Water 
(utilities), and Imperial Tobacco. In their 
places have come such companies as Free- 
serve (an Internet-service provider), Thus 
(formerly Scottish Telecom) and emar (a me- 
dia company). 

There are several consequences of this 
shift of investors’ cash from old to new econ- 
omy companies. The good news is that new 
technology is getting the capital it needs to 
grow, and old world firms are also having to 
shake themselves up. Ford, for example, is 
latching on to the Internet in a wholehearted 
manner to improve all aspects of its busi- 
ness, from purchasing to retailing. It has also 
created a car-parts trading company with 
other manufacturers, which it should be 
able to float in a couple of years, rewarding 
shareholders in the process. 

Yet this has not stopped old economy 
firms from complaining loudly about what 
is happening. sae Systems, for instance, 
wants to buy defence companies in America 
in order to improve its already strong foot- 
hold in the world’s biggest defence markets, 
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But its ability to buy companies may be af- 
fected by a fall in the value of its shares: 
Other companies fear that they. may be~. 
come takeover targets. Ford is worth around | 
$42 billion, down some 40% from its pea 
and it has $20 billion or so in the bank, mean 
ing that one of the symbols of 2oth centur 
manufacturing could be snapped up fo: 
barely $20 billion, the price of a dotcom: 
stock—if, that is, the Ford family would sell 
their powerful voting shares. 
Falling share prices are also being oe 
blamed for demotivating executives, poor 
things, especially those with masses of stock 
aptions—though, in a week when it. was re- 
vealed that Doug Ivester, recently sacked for 
his weak performance at Coca Cola, was to. 
receive a pay-off of $17.8m, such complaints. 
should perhaps be taken witha pinch of salt. 
In any case, one consolation for beleaguered 
old-economy bosses is that they are at least 
allin the same boat. 
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| Marjorie Deane internship 

| Applications are invited for the 2000 Marjorie. 
Deane internship. This award, financed by the. | 
ji 

| 

| 








Marjorie Deane Foundation, is designed to pro- 
vide work experience for a would-be journalist 
under 28, who will spend three months of the 
summer on the newspaper, writing about fi- 
nance. Applicants should send a letter intro- 

| ducing themselves, with an original article of | ~ 
about 1,000 words intended for the Finance 
and Economics section. Applications must 
reach us by April woth and should be posted to: 
The Business Affairs editor (Deane internship), 
The Economist, 25 St James’s Street, London 
SWIA 1HG. 





























RAWING on a variety of different as- 

sumptions, America’s Congressional 
Budget Office (cao) has produced a range 
of projections for the economy’s budget 
surplus—the excess of taxes over public 
spending-~-over the next ten years. Even 
the least optimistic of these forecasts ex- 
pects a ten-year cumulative “on-budget” 
surplus of more than $800 billion, (The ad- 
ministration, using slightly different as- 
sumptions, expects a ten-year surplus of 
roughly $750 billion.) However you look at 
it, this is a lot of money. Will it really mate- 
rialise? The short answer is no. 

Itis unfair to blame the cso for 
the specious forecasts it produces: 
by and large, it does what the law 
requires it to. But, to begin with, the 
practice of adding together ten 
years’ worth of surpluses is absurd. 
Why ten? Why not 100? Why not 
calculate the cumulative surplus 
over the entire millennium just be- 
ginning? The margins of error sur- 
rounding projections of the fiscal 
balance are enormous even when 
the forecast horizon is months 
away, never mind years. 

Next come the assumptions. 
Even the cBo’s least optimistic 
ones say that discretionary spend- 
ing will stay constant in real terms. 
But this is in fact far too optimistic. 
Suppose the growth of defence 
spending were indeed held to the 
rate of inflation (a brave assump- 
tion), but that other kinds of discretionary 
spending grew as fast as they did in the (fis- 
cally stringent) 1990s. The surplus would 
shrink to $300 billion. With a little further 
tinkering, guided only by supposing that 
the future will be quite like the past, the sur- 
plus can be sliced even thinner. 

Whatever the exact numbers, the ten- 
year adding-up approach creates the false 
impression that the surplus is permanent. 
Again, this is incorrect. If future liabilities in 
Social Security, Medicare and Medicaid 
were properly accounted for (in the way a 
business accounts for such liabilities), the 
overall budget would be in deficit right 
now. If the present “cash” basis is not to be 
hopelessly misleading, itis important tore- 
member that inescapable demographic 
trends will drive the officially measured 
budget strongly towards deficit in future 
years. In short, the present surplus.is much 
smaller than it looks, and it has a powerful 





Gaming the surplus 








Now that the contenders for the White House have been chosen, attention 
can shift to the biggest policy question—what to do with America’s budget 
surplus. For pointers, consider some “political economy” 





built-in tendency to shrink even more. The 
first condition for sensible analysis of the 
fiscal prospects is that the current opti- 
mism must be severely curbed. 

Where do you go from there? Basic 
economic principles suggest that the pub- 
lic accounts should be in surplus during 
booms and in deficit during recessions. 
One tradition in economics favours this 
because counter-cyclical fiscal movements 
provide an automatic Keynesian cushion- 





ing of the economy, restraining demand in 
good times and supporting it in bad. An- 
other tradition favours it because the dis- 
tortionary costs associated with taxes are 
non-linear: they rise more than propor- 
tionately with the rates at which taxes are 
collected. It follows from this that taxes 
should be set at a level that balances the 
budget over the course of the whole cycle, 
and left there:a fluctuating budget balance, 
in other words, provides for microeco- 
nomically useful “tax-smoothing”. Both 
views favour leaving the surplus, such as it 
is, in place—using it, in other words, to re- 
tire public debt. 

In a recent paper, Alberto Alesina of 
Harvard University discusses some alter- 
natives, and the constituencies that sup- 
port them*. On the face of it, a permanent 


* “The Political Economy of the Budget Surplus in the 
United States”. NBER Working Paper 7496. 





cut in taxes is a bad response to a tempo- 
rary budget surplus: it militates against tax- 
smoothing and it makes fiscal policy pro- 
cyclical. But what about the shrewder- 
sounding argument much favoured in the 
days of Reaganomics: that tax cuts, as well 
as being desirable in their own right, are a 
way of forming political coalitions that will 
then cut public spending. “Starve the Le- 
viathan”, Mr Alesina calls it. And, as he 
says, looking back at the 1980s, the idea can- 
not be lightly dismissed. 

The Reagan deficits emerged because 
his administrations cut taxes by more than 
they cut spending. As the deficits bal- 
looned, Republicans in Congress held their 
ground, by and large, against big tax in- 
creases. In the end, the deficits were elimi- 
nated mainly by a combination of 
rapid economic growth, which 
boosted revenues at largely un- 
changed tax rates; low interest 
rates; and, yes, lower government 
spending, although Mr Reagan 
would not have liked the fact that it 
was defence spending that took the 
biggest hit. 

Mr Alesina and a collaborator 
have devised a model which 
proves that, if the strategy is not 
carried too far, a conservative poli- 
cymaker might sensibly abandon 
the benefits of tax-smoothing in re- 
tum for the constraint that is 
thereby imposed on public spend- 
ing. If you believe, moreover, that 
institutional failures of one kind or 
another bias the political system in 
favour of excessive spending, then 
excessive tax cuts can sometimes | 
be the appropriate response. | 

This doctrine of two wrongs making a 
right is difficult to accept just now, how- 
ever. Few of the advocates of big tax cuts 
have any good ideas, or indeed any ideas 
whatever, about where spending cuts un- 
der duress could actually be made. The pre- 
vailing mood among Democrats and Re- 
publicans alike is that the surplus provides | 
scope both for tax cuts and spending in- | 
creases; the only question ts the mix. 

In economic terms, the obvious candi- 
date for spending cuts is Social Security. At 
the moment, however, most Republicans 
are promising to protect (“save”) this en- 
dangered national treasure with appar- | 
ently unfeigned sincerity, no less than 
Democrats. How can avowed believers in 
small government plausibly hope to use 
lower taxes.as a way to squeeze spending 
when even they cannot say where any 
such cuts should fall? 
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SCIENCE AND TECHNOLOGY 


The fans of Mars 


A growing movement hopes to capitalise on public interest in the red planet to 
pay for research—and to build support for a manned mission 


HROWING hundreds of millions of dol- 

lars at the planet Mars without any cer- 
tainty of a return on the investment is some- 
thing that America’s space agency, NASA, has 
been doing for decades. Now Hollywood is 
getting in on the act as well. On March 10th, 
“Mission to Mars”, the first of a clutch of 
forthcoming Martian movies, opens in cine- 
mas across America. Later in the year it will 
be followed by “Red Planet’. And in 2001 
two more Mars projects—a mini-series and 
an Imax 3-p movie—are due 
from James Cameron, the di- 
rector of “Titanic”. In short, 
Mars is coming soon to a 
screen near you. 

For the “Mars advocacy’ 
movement, which wants to 
send people to the place, 
these movies are more than 
just entertainment. They are also a 
valuable opportunity to capitalise 
on public interest in all things 
Martian to raise support—and 
cash—for exploration of the 
planet itself. Mars is currently the 
focus of an unprecedented inter- 
section of scientific, promotional 
and popular interest. In a speech 
last year Mr Cameron told the Mars Society 
(a large advocacy group that includes many 
leading scientists) that he hoped to infect the 
public with “Mars fever”. 


Take me to your leader 


All of the Mars movies are based toa large ex- 
tent on NAsa’s actual (though tentative) plan 
for a manned expedition to the planet. This 
involves sending an unmanned lander into 
orbit around Mars, along with a robot craft 
that travels to the surface and starts making 
fuel for the return journey, using constitu- 
ents of the Martian atmosphere. Once these 
craft are in place, a crew can then fly to Mars 
in a third vehicle, transfer to the orbiting 
lander, and touch down. After 500 days on 
the surface, the crew would return to orbit 
around Mars using the manufactured fuel, 
transfer back to the original spacecraft, and 
return toearth. 

There is, in other words, plenty of scope 
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for drama, and it does not give too much 
away to say that both “Mission to Mars” and 
“Red Planet” start with Mars missions that 
go wrong. But as well as borrowing real-life 
mission plans, the film makers have also 
been borrowing some real, live scientists. 
Several researchers, including Matt Go- 
lombek, chief scientist on the 1997 robotic 
Pathfinder mission, were involved in the 
production of “Mission to Mars”. Brian De 
Palma, the film’s director, set out to depict the 
spacecraft as realistically as 
possible. Joe Allen, a former 
astronaut who advised on 
some space-walking scenes, 
has said that the film scores 
nine out of ten for accuracy. 


(Thatsaid, the dramatic sandstorm shown in 
the movie would not be possible in Mars’s 
thin, feeble atmosphere; and it may be less 
believable still, given that the film is set only 
20 years into the future, that it includes a 
completed version of the much-delayed In- 
ternational Space Station.) 

“Red Planet”, set in 2050, also bases its 
approach on nasa’s mission plan, though 
director Anthony Hoffman says he lost the 
agency’s approval because of a scene in 
which one astronaut kills another. But what 


the film lacks in official sanction, it is ex- 
pected to make up for in visual appeal: the 
costume designer and the production de- 
signer both previously worked on the stylish 
thriller “The Matrix”. 

Mr Cameron’s twin projects, set in 2016, 
will be the most realistic, particularly when 
it comes to the depiction of Martian life- 
forms. These will be bacteria visible only un- 
der a microscope, rather than the humanoid 
super-beings and man-eating worms that 
appear in the other two films. Sets and props 
will be shared between his two productions, 
and Mr Cameron, who is renowned for his 
attention to technical detail, says he is aim- 
ing for documentary realism. His intention, 
he says, is “to make humans to Mars real in 
the minds of the viewing public” and to em- 
phasise that a voyage to Mars, unlike the 
technology depicted in most science-fiction 
movies, is technically feasible. This is music 
to the ears of Mars Society members—in- 
cluding Mr Cameron himself. 

For the big hope is that all of this on- 
screen action will translate into greater pub- 
lic interest in the actual exploration of Mars. 
It could also lead to more tangible benefits 
for researchers. The Mars Society is setting up 
a privately financed research sta- 
tion in the dry, Mars-like terrain of 
the Canadian Arctic. This labora- 
tory just happens to be based on 
the reference design for a manned 
Mars lander that is now on the 
drawing-board at Nasa. The lab 
will be made available to research- 
ers, including those at NASA’s 
nearby Haughton Mars research 
station. Those researchers will 
thus end up with extra equip- 
ment, and, when using it, they will also be 
able to evaluate the design of the lander. 

Mr Cameron has mooted the possibility 
that, once his two films are complete, he will 
donate his props and equipment for use at 
the Canadian base. Since they will be mod- 
elled as closely as possible on Nasa’s designs, 
this will allow further feasibility testing. Pas- 
cal Lee of nasa’s Ames Research Centre, 
who is setting up the station, says this would 
constitute “an interesting synergy between 
the entertainment industry, the advocacy 
¢roups and the scientists.” 

The Mars movies could also help scien- 
tists to attract commercial sponsorship for 
their research. In January the Mars Society 
announced a sponsorship deal for its re- 
search station with Flashline.com, an online 
software vendor. An outbreak of Mars fever 
could encourage other firms to do similar 
deals in return for Martian kudos. 

In Britain, M&C Saatchi Sponsorship has 
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just been appointed to raise money for the 
European Space Agency's robotic Beagle 2 
mission to Mars. According to Matthew Pat- 
ten, the company’s chief executive, the aim is 
to raise £10m ($16m, or 40% of the total mis- 
sion cost) over the next four years in spon- 
sorship and merchandising. Sponsors will be 
able to place their logos on the spacecraft. 
And, since nobody will actually be able to 
see Beagle 2 as it whizzes through space, the 
logos will also be applied to an earth-based 
replica and to computer animations of the 
spacecraft that will appear on television. 
Promotional space will also be sold on the 
crafts parachutes and airbags: Beagle. 2's 
touchdown in 2003 will, literally, be cush- 
ioned by private money. 

Many Mars advocates believe that the 
first manned mission will also be privately 
financed. Tellingly, the astronauts in “Red 
Planet” have space-suits festooned with 
logos. A private mission might have a num- 
ber of advantages over a public one. Analy- 
sis of 91 historical expeditions to a previous 
frontier, the Arctic, by Jonathon Karpoff of 
the University of Washington, found that 
private expeditions were better organised, 
more adaptable, suffered fewer fatalities, 
and made better use of the latest technol- 
ogies. Perhaps in 20200r so, it will be a young 
software or biotech mogul, inspired by the 
rash of Mars movies from his youth, who 
will write the $30 billion cheque required. 

v-M 





Weather and pollution 
A not-so-rainy 
day 


T IS an old chestnut that every cloud has a 

silver lining. But a study published in this 
week’s Science, by Daniel Rosenfeld of the 
Hebrew University of Jerusalem, suggests 
that the proverb works at several levels. Dr 
Rosenfeld studies the effects of a metaphori- 
cal cloud—industrial pollution—-on real 
clouds of the fluffy, white sort found in the 
sky. His results show that pollution makes 
clouds shine, if not exactly silver then at least 
more brightly. They also suggest that people 
who live downwind of sources of pollution 
should suffer less rainfall than their not-so- 
favoured neighbours. 

Both the brightness of a cloud and its 
likelihood of turning into rain depend. on the 
size of the water droplets from which it is 
made. But those droplets cannot form out of 
thin air; they need something to start their 
condensation. That something is called a nu- 
cleation centre. It may be a grain of dust, a 
speck of soot from a forest fire, a fungal 
spore—or a particle of industrial pollution. 

For a drop of water to fall as rain it must 
be big. If itis not at least a millimetre across, it 
will evaporate before it reaches the ground. 


a 


Big drops form by the coalescence of small 
drops, so more small drops might be ex- 
pected to result in more big ones. 

But things do not work quite like that. 
When there are lots of nucleation centres 
around, the small drops end up even smaller 
than usual (ten thousandths of a millimetre, 
or microns, across, instead of 50 microns). 
Since the rate at which small drops sweep 
one another up to form large drops varies 
with the square of their diameter, such drops 
are too tiny to make rain. On the other hand, 
since lots of small drops have a collective sur- 
face area greater than a few large ones, they 
reflect much more light. 

At least in theory. Dr Rosenfeld decided 
to put theory into practice by looking from 
space to see if he could follow the effects of 
urban and industrial pollution by its enlight- 
ening effect on clouds; and then demon- 
strate that the silver clouds did, indeed, rain 
less than their duller neighbours. 

Todo this, he made use of some satellites 
belonging to America’s. National Oceanic 
and Atmospheric Administration (NOAA) to 
look at the clouds downwind of a number of 
big industrial sites in otherwise pristine areas 
such as Australia and Canada. These were 
chosen to minimise the confusing effects of 
background pollution that might be found 
in more densely populated and highly in- 
dustrialised areas. 

As predicted, otherwise uniform cloud 
cover in these areas was streaked with bright 
plumes emanating from the industrial sites 
in question (ore smelters, oil refineries and 
power stations). NOAA’s satellites are 
equipped with instruments called very- 
high-resolution radiometers. These are able 
to measure the spectrum of the light re- 
flected from a cloud so accurately that Dr 
Rosenfeld could deduce the average size of 
its water droplets from the amount of light 
that they reflected. 

The upshot of those measurements was 
that droplets in the silver plumes are consid- 
erably smaller than the 14 microns thatis the 


threshold for them to coalesce efficiently 
into raindrops. Only a little way outside the 
plumes, however, the droplets measured 
more than 25 microns across. 

To substantiate his argument, Dr Rosen- 
feld then turned to another satellite, the so- 
called Tropical Rainfall Measuring Mission. 
This, as its name suggests, is fitted with in- 
struments such as radars that can detect 
rainfall directly. These showed that it does, 
indeed, rain more outside the plumes than 
inside them. 

So people who live downwind of big 
sources of pollution really do have drier 
lives. But Dr Rosenfeld’s work may have a 
wider implication. Many students of climate 
change argue that, although the artificial re- 
lease of greenhouse gases such as carbon di- 
oxide works to raise the global temperature, 
particulate pollution should, by promoting 
cloud cover and thus reflecting solar energy 
back into space, have a compensating cool- 
ing effect. The shiny streaks in Dr Rosenfeld’s 
clouds are further confirmation of this. Yet 
another silver lining has been found. 


Drive by wire 


Look! No wheel 


OME 20 years after Airbus Industrie re- 
placed the pilot’s joystick, which was 
physically connected to an aircraft's flaps 
and rudder, with a “fly-by-wire” system that 
uses a little sidestick whose connections are 
purely electronic, the same concept is being 
tested in cars. DaimlerChrysler, a large car 
maker, is experimenting with a “drive-by- 
wire” vehicle that has neither steering wheel 
nor pedals. Instead, the driver is able to accel- 
erate or brake by pressing a sidestick forward 
and back, and to steer by moving it from left 
toright. 
Modem cars are already heavily wired. 
They have as many as 40 microprocessors to 
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control their engines, steering and suspen- 
sion. But these computers operate more or 
less in isolation. For instance, when a driver 
tums the steering wheel, the power steering, 
helped by its microprocessor, judges the 
amount of resistance that needs to be fed 
back to him to create the illusion that he is 
really pushing the road wheels. That pre- 
vents him veering off course by spinning the 
steering wheel too far or too fast. This feed- 
back, however, operates separately from the 
automated braking system. And that, in 
tum, is separate from the electronic stability 
program which modifies how the suspen- 
sion acts according to the car's load. 

The beauty of drive-by-wire is that it in- 
tegrates all of these computerised systems. 
That makes them work together for optimal 
control of the vehicle, rather in the way that 
fly-by-wire revolutionised flying techniques 
by telling the aircraft’s computers, through 
the movement of the sidestick, what the pi- 
lot was up to. 

The benefits of getting rid of the steering 
wheel and the pedals are twofold. One gain 
concerns ergonomics and interior design. 
Drive-by-wire would, for example, do away 
with the distinction between left-hand and 
right-hand drive vehicles, since the driver 
would no longer be tied to the steering wheel 
and the location of the pedals. Absence of a 
steering wheel would also make the driving 
cabin more spacious and easier to get into 
and out of. And parking should become a 
doddle: the sidestick would eliminate the 
need to wrestle the steering wheel to and fro. 

But the bigger benefit, according to Ul- 
rich Hipp of DaimlerChrysler in Stuttgart, 
lies in the field of safety. It takes an average 
driver a fifth of a second to move his foot 
from accelerator to brake. At 5okph (3omph) 
that adds three metres to the braking dis- 
tance; at 180kph it adds ten metres. In addi- 
tion, if a driver behaved illogically in an 
emergency, the linked computer systems 
would be able to modify his instructions in 
order to produce an optimal manoeuvre. 

And that is just the beginning. One day, 
the company’s engineers hope, drive-by- 
wire could link to the fancy cruise-control, 
lane-maintenance and_vehicle-separation 
systems that are already being used in some 
Mercedes models. The hope is that cars will 
eventually be linked into “platoons” and dri- 
ven automatically down busy roads. 

Drive-by-wire has been tested success- 
fully in a Mercedes roadster and on simu- 
lators. The chief obstacle to its use is cost. An 
Airbus has seven computer systems running 
in parallel, so as to provide enough redun- 
dancy to cope with computer breakdowns. 
Applying that degree of precaution to a car— 
even an expensive car—would, at present 
prices, cost far too much. But computers are 
getting cheaper by the day. The steering 
wheel is a century-old technology. It has had 
a good innings, but its time has almost past. 
a 
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Vitamin C 


FEES 


Don’t keep taking the tablets 


SAN DIEGO 


“There are no poisons, only poisonous doses.” That advice can apply to things 


as apparently healthy as vitamins 


ILL-POPPERS beware: taking too much 

vitamin c may harden the arteries. Thatis 
the conclusion of a study presented by 
James Dwyer, an epidemiologist at the Uni- 
versity of Southern California, to a meeting 
of the American Heart Association that was 
held last week in San Diego. 

Dr Dwyer and his colleagues used ultra- 
sound to measure the thickness of the ca- 
rotid arteries of nearly 600 people. They then 
linked their findings with information 
about their subjects’ habits, including 
whether they were taking vitamin c pills. 

Over the course of 18 months, they found 
that the arteries of people who were taking 
500 milligrams of vitamin c supplements 
per day—not an uncommon dose, although 
higher than would be 
found in normal “multivi- 
tamin” tablets, and more 
than eight times officially 
recommended levels— 
thickened at 24 times the 
normal rate. In smokers, 
the effect was even stron- 
ger, with the same dose 
producing a fivefold in- 
crease in the speed of arte- 
rial-wall thickening. And 
although none of the peo- 
ple involved showed in- 
creased rates of heart at- 
tacks or strokes, such 





thickening is an important 

indicator of the rate of pro- 5 
gression of the underlying l a SS 
disease that leads to those A natural dose 


conditions, 

Dr Dwyer’s findings are surprising be- 
cause many researchers believe that foods 
rich in antioxidant nutrients such as vitamin 
c play an important role in preventing heart 
disease by mopping up oxygen-rich chemi- 
cals that cause tissue damage. In fact, at the 
same meeting at which Dr Dwyer revealed 
his findings, several other researchers pre- 
sented studies linking high fruit and vege- 
table consumption with reduced risks of car- 
diovascular disease. Indeed, in a separate set 
of results, drawn from a different group of 
subjects, Dr Dwyer himself reported that lu- 
tein, an antioxidant found in egg yolks and 
dark green leafy vegetables, reduced the rate 
at which the wall of the carotid artery thick- 
ens by about the same amount as excessive 
vitamin c appeared to increase it. 

Whatis not soclearis the value of putting 
substances such as lutein and vitamin c into 
high-dose pills. Several years ago, for exam- 





ple, pills made from another popular anti- 
oxidant, beta-carotene, were tried out on a 
group of Finnish smokers. Rather than im- 
proving the smokers’ health, the supplement 
increased their risk of untimely death—so 
much so that the trial was halted before it 
was finished. Some heart researchers find Dr 
Dwyer’s vitamin c findings unsettling be- 
cause, like the beta-carotene trial, they sug- 
gest that smokers may be harmed by large 
doses of antioxidants, even though the bio- 
chemical stress of smoking should mean 
they are particularly in need of antioxidant 
vitamins, 

Nobody knows why high doses of vita- 
min c might be harmful. At the meeting, Dr 
Dwyer offered two possible explanations. 
One relates to the vitamin’s 
role in the synthesis of col- 
lagen, a protein important 
in connective tissue. Too 
much of the vitamin, he 
suggested, might producea 
build-up of collagen in ar- 
terial walls. Another possi- 
ble explanation derives 
from the fact that vitamin 
c interacts with iron in 
ways that might make 
even normal rates of iron 
consumption result in the 
heart-threatening impacts 
of chronic iron overdoses. 

Vitamin c’s advocates, 
on the other hand, view Dr 
Dwyer’s findings as a freak 
result that may unfairly 
tarnish their baby’s image. 
Balz Frei, director of the Linus Pauling Insti- 
tute at Oregon State University (Pauling was 
the Nobel-prize-winning chemist who first 
suggested that massive doses of the vitamin 
might have health benefits), accused both Dr 
Dwyer and the heart association of failing to 
put the study in the “proper context” of the 
hundreds of prior reports demonstrating the 
benefits of vitamin c. If the vitamin really 
does contribute to a rapid thickening of the 
arterial walls, Dr Frei said, pill users should 
be dropping dead in greater numbers than 
people who do not take vitamin supple- 
ments—which has not been observed. 

Dr Dwyer is quick to point out that his 
findings are still very preliminary. The issue 
will ultimately be resolved in trials currently 
under way in both Europe and America. But 
it does suggest that in this area, as in others, 
more is not necessarily better. 

— ——— 








SCIENCE AND TECHNOLOGY 





| MISDIRECTION 


BUSINESS BULL 


$ STERN SELECTS EXECUTIVE DEVELOPMENT PROGRAMS SPRING/SUMMER ‘oo 


| March 22-24, New York City 
l MANAGEMENT: 
Protecting the Firm from 
Situational and Social Risks 
= April 3-4, New York City 
| May 1-2, London 
VALUATION OF 
HIGH TECH STOCKS 
Offered jointly with The London 
School of Economics 
~ April 5-7, New York City 
MARKETING: 
Creating Competitive 
Advantage in Financial Services 
~ May 29-31, Milan 
july 12-14, New York City 
INTERNATIONAL 
VALUATION APPROACHES 
Offered jointly with SDA Bocconi 


~ May 31-June 2, Milan 
October 25-27, New York City 
ELECTRONIC COMMERCE: 
Reinventing Business 
Offered jointly with 
SDA Bocconi 


~ june §-16, New York City 
MANAGEMENT: 
Essentials for the 
Experienced Professional 


~ june 26-30, New York City 
DERIVATIVES 
SURVIVAL TRAINING 


~ July 24-28, New York City 
FINANCE AND ACCOUNTING: 
Fundamentals for the 
Non-Financial Manager 


Our professors are versed and versatile enough to create and present any program 
your company may need, inguire about Executive Development Custom Programs. 


To receive more information en these and other courses: 


call 1.888.NYUEXEC, fax 212.995.4502 


exec-dev@stern.nyu.edu 
www.stern.nyu.edu/executive 


EXECUTIVE 
DEVELOPMENT 


The Warwick 
MBA. 
Consider it 
an unfair 
advantage. 


There are many places to go to take a full-time MBA, but there’s only 
one place to go if you want it to count for more. 
Do your MBA at Warwick, do your career a favour. 


Tel: 024 7652 3922 Fax: 024 7652 4643 
Email: (mbain@wbs.warwick.ac.uk  http://www.wbs.warwick.ac.uk/mba 


République islamique de Mauritanie 

Autorité de Régulation 

Avis d'appel d'offres international pour l'attribution 
de la première licence cellulaire de norme GSM 


Dans le cadre de la politique de libéralisation du 
secteur des télécommunications en Mauritanie, 
marquée par la promulgation de la loi du 11 juillet 
1999, l'Autorité de Régulation a décidé de procéder 
au lancement d'un appel d'offres international 
relatif à l'attribution de la première licence pour 
établissement et l'exploitation d'un réseau de 
téléphonie cellulaire GSM. 


Un dossier d'appel d'offres est mis a la disposition 
des investisseurs intéressés a compter du 13 mars 
2000, contre paiement d'un montant forfaitaire et 
non-remboursable de 500.000 Ouguiyas, auprès du: 
Secrétariat du Directeur Général de Autorité de 
Régulation, situé 14, ilôt Z, Nouakchott, Mauritanie, 
tél 222 29 12 70 ou 222 29 12 44, fax 222 25 12 79. 


La date limite pour la remise des offres est fixée au 24 
avril 2000 à 15 heures, heure GMT, 4 la même adresse. 





MOREOVER 


Forget the cowboy boots 


FORT WORTH 


Contemporary art in America is no longer dominated by New York and Los 
Angeles, as the example of Texas shows 


RT boosters in Texas have long boasted 
that their state was a “third coast” of 
contemporary art in America. Yet they were 
never really able to convince New York or 
California to take them seriously until now. 
The Texan claim to be a centre of cutting- 
edge work will be greatly advanced on 
March 23rd, when the 2000 Biennial Exhi- 
bition opens at the Whitney Museum of 
American Artin New York. 

No Whitney Biennial is 
ever quite like its predeces- 
sor. And the novelty this year 
is that the show’s six curators 
have chosen to take the Bien- 
nial’s original brief to pro- 
vide an American cross-sec- 
tion with refreshing 
literalness. The forthcoming 
show has artists from a 
much wider regional range 
than before, with Texas as 
the clearest beneficiary. 
There are nine artists from 
the Lone Star State, the largest 
number of Texan artists ever, 
and the largest from any one 
state outside New York and 
California. 

Michael Auping, curator 
of the Modern Art Museum 
of Fort Worth and a Whitney selector, is nat- 
urally thrilled. But he is keen to explain why 
without sounding like the local chamber of 
commerce. Texan artists have made a break- 
through, he thinks, as a recognised part of 
the contemporary mainstream, not because 
the Whitney has suddenly embraced Texan 
lore and cowboy pictures. The triumph of art 
from Texas, in other words, is that itis no lon- 
ger Texan art. 

Among Texan artists the big change, in 
Mr Auping’s view, is that they have dropped 
the wildcatter mentality of a generation ago 
and abandoned any last trace of regional 
folksiness. The renegade mindset, histori- 
cally so much a part of Lone Star culture, 
once led Texas artists to avoid the influence 
of New York and Los Angeles (while longing 
for the exposure) and draw largely on local 
tradition. A new generation of artists, he be- 
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lieves, now has the self-confidence to look to 
New York and abroad to inform their work. 
“They don’t want to be known as ‘Texas’ art- 
ists; they want to be known as good artists.” 
The work of the Texans at the Whitney 
Biennial includes paintings, bronze sculp- 
tures and video productions. Of the nine 
Texans, the best known are Vernon Fisher, 
Joseph Havel and James Drake, veteran art- 
ists whose work has gone in new directions 
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Drake’s boots were made for walking 


in recent years. The Biennial is supposed to 
showcase less well-known work that has yet 
to make a splash in galleries and museums. 
So relative unknowns such as Leandro Er- 
lich, Trenton Doyle Hancock and Brian 
Fridge are also among the Texas represen- 
tatives. There is nothing noticeably regional 
in their form or style. Mr Fridge uses a video 
camera to shoot the ice crystals growing in 
his freezer. Mr Hancock does autobiographi- 
cal, “stream-of-consciousness” drawings 
about racial issues. 

That Texas art has become more cosmo- 
politan is not surprising, given the demo- 
graphic shift the state has experienced over 
the past decade. The cities of Texas are 
among the fastest growing in America, as 
people have moved in from both coasts to 
take jobs in the booming high-tech sector. 
This growth has revitalised the downtown 


areas of Houston and Dallas, where galleries 
put on local work. Both cities now have 
thriving communities of artists, as newcom- 
ers drawn to an “artist friendly” environ- 
ment join the native Texans. 

In the words of Valerie Cassel of the 
School of the Art Institute of Chicago (and 
another member of the Biennial selection 
committee), “Texas has turned into very fer- 
tile ground for the contemporary art world.” 
Like Mr Auping, Ms Cassel believes that art 
in Texas has mostly lost its regional drawl. 
But she does not think this is peculiar to 
Texas. Regionalism, she finds, is in decline 
across the country. If you can speak of any 
aesthetic divide in America nowadays, it is 
more between rural art and city art. As artists 
train, paint and sell in more and more differ- 
entcities, the pre-eminence of New York and 
Los Angeles is bound to decline. 

Theend of a bi-polar American art world 
is what the 2000 Whitney Bi- 
ennial at least glimpses. 
“There is a level of confi- 
dence in art communities 
outside of New York and Los 
Angeles that is both cheering 
and deserved,” Maxwell An- 
derson, the Whitney Mu- 
seum’s director, says. His re- 
cent tenure as director has 
not been without its upheav- 
als and controversies. But in 
this show, the “Max factor” 
seems to have worked. He 
wanted to break the hold of 
“the two coasts” and, after 
initially agreeing on almost 
nothing, his six curators have 
successfully obliged. 

For the first time, the Bi- 
ennial selection was farmed 
out to curators from outside the Whitney, 
none of whom live in New York or Los Ange- 
les. Besides Mr Auping and Ms Cassel, four 
other curators travelled to studios and galler- 
ies around the country before choosing the 
97 participants. Of course, once the selec- 
tions were announced, the sniping began. 
The Whitney Biennial, known affectionately 
as “the exhibition everyone loves to hate”, 
draws criticism every time for whom the 
panel includes and excludes. 

The 2000 Biennial is no exception. Some 
New York critics have turned up their noses 
at the gatecrashers and the unwashed. Yet 
members of the panel stand by their work, 
dismissing the complaints as a predictable 
occupational risk. “If there weren't criticism, 
I would be disappointed,” says Ms Cassel. “It 
wouldn't be the Biennial.” 

= — s 
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MOREOVER 
The Lewinsky affair 


Remember? 


A Vast Conspiracy. By Jeffrey Toobin. 
Random House; 422 pages; $25.95 


T IS more than two years since Monica 

Lewinsky’s face first appeared on the 
cover of Newsweek, and more than two 
years since Bill Clinton, famously wagging 
his finger, denied having sexual relations 
with “that woman”. It feels like a different 
age. Viewed calmly and with hindsight, it 
seems extraordinary that a lie about sex— 
which, as Jeffrey Toobin correctly points 
out, was what started the Lewinsky affair— 
should almost have capsized a president. 
His critics, who included this newspaper, 
believed that a “pattern and practice” of 
lawless behaviour could be pinned on Mr 
Clinton which, in the end, would show 
him unfit for his office. Such a pattern 
never appeared. In a life well-strewn with 
falsehoods and risky self-gratification, the 
president was never proven to have done 
anything that was actually criminal. 

Mr Toobin’s book is a brave one, for it 
assumes that Americans will want to read 
about the subject at all. After a few months, 
most just wanted it to disappear; the whole 
country felt in need of absolution, and a 
bath. But Mr Toobin tells the tale with such 
pace and clarity that his book is a good 
read despite itself. He cannot avoid the ac- 
cusation that, like some of his main charac- 
ters, he hopes to make money from a book 
that contains dirty bits about the president; 
there is more here about the shape, colour 
and angle of the executive appendage than 
most readers would ask for. But for all 
kinds of technical legal reasons, that ap- 
pendage was at the centre of the case. Its 
importance confirms, in Mr Toobin’s view, 
how petty and absurd the whole thing was. 

Clear-sightedness is this book’s main 
virtue. Mr Toobin, a lawyer before he was a 
journalist, knows his law inside out. He 
points out which legal procedures were jus- 
tified, which not, with admirable briskness. 
It takes him no more than half a page to 
prove that Paula Jones had no case against 
the president under sexual-harassment 
law, and little more than a paragraph to 
show that the “high crimes and misde- 
meanours”, for which presidents could be 
impeached, were not meant to include sex. 
He finds that Mr Clinton probably did lie in 
his swom deposition, but otherwise 
charges him only with “shabby and selfish 
behaviour”. His picture of the president is 
of an undisciplined and often maudlin 
character, taking no joy in his furtive assig- 
nations, superstitiously collecting rabbits’ 
feet and china frogs, retailing his sexual 
dreams to his staff. He appears—as he does 
in the Starr report itself—much more the re- 
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luctant victim than the slavering pursuer. 
All said, there is no doubt that Mr Too- 
bin takes the president’s side against his 
tormentors. He lets him off too lightly for 
his serial public lying, as for his wilful ab- 
dication of his moral authority. But Mr Too- 
bin is more struck by the sheer intensity of 
hatred that moved Mr Clinton’s prime ac- 
cusers. Again, he sees the picture in sharp 
focus. The president's enemies were neither 
“vast” nor strictly speaking a “conspiracy”, 
in Hillary’s famous words. But they were 
ideologically hostile, and morally offended 
by him, to such a degree that they felt they 
had to unseat him by judicial means, even 
if, under the constitution, giving offence 
was no ground for removing a president. 
The enemies therefore brought their 
lawsuits. They clustered first round Paula 
Jones, a hapless figure with a chequered 
past and huge bows in her hair, to see if 
they could trap the president with a long- 
ago flash at the Excelsior Hotel. They then 
clustered round Whitewater, in which, 
after four years of inquiries, nothing could 
be proved against the president. As Mr Too- 
bin points out, the very existence of these 
inquiries was enough to suggest that there 
was something illegal to find. And once Mr 
Clinton’s sex life had become a topic of dis- 
cussion and intrigue, aspiring journalists 
and book-writers were determined to fol- 
low the subject right to the bitter end. The 
old Arkansas enemies, the sex-mad media 
and the president's opponents in Congress, 
both honourable and less honourable, 
found their paths converging. Though there 
was little at the end of it all, they and the 
president tumbled into the abyss together. 
Mr Toobin finds no moral in this sorry 
tale, but he does offer one very human sug- 
gestion for what drove the president to 
hedge and lie so recklessly. He was urged to 
settle the Paula Jones case, and refused; he 
was urged early on to admit his dalliance 
with Monica, but chose to dig himself in. 
The reason both times, Mr Toobin thinks, 
was a wish to avoid humiliating Hillary by 
confessing his adultery. On this view, 





Sorry tale 





America’s gravest constitutional crisis for 25 
years was precipitated not only by moti- 
vated Republicans, overweening lawyers 
and a yawning cultural divide, but by an er- 
ring husband's belated realisation that he 
might wound his unsuspecting wife. So 
baldly stated, this is hard to believe, in hu- 
man or political terms. A more plausible 
motive—certainly a better defence—was 
audible in Mr Clinton’s own plea, which 
many Americans heard with some sympa- 
thy: even as president, he too was entitled 
to some privacy in his sexual affairs. 
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American politicians 


Dream ticket 


AMERICAN DREAMER: A LIFE OF HENRY A. 
WALLACE. By John Culver and John Hyde. 
Norton; 608 pages; $35 


NYONE who thinks this year’s Ameri- 

can election campaign is especially 
dirty should read this book and think 
again. As his sympathetic biographers re- 
call, when Henry Wallace, the vice-presi- 
dent in Franklin Roosevelt’s third term, had 
the temerity to break with the Democratic 
Party and run on the Progressive ticket for 
the presidency in 1948, he was demonised 
as a wild-eyed fanatic bent on destroying 
the American way of life. 

Wallace, an agricultural scientist in 
lowa before he went into politics, described 
himself in that campaign as a “progressive 
capitalist”, and he had the record to back 
the claim. Before he reformed American 
farm policy as the country’s secretary of ag- 
riculture during the Depression, he 
founded a company called Pioneer Hi-Bred 
to promote hybrid maize. The business not 
only grew into a multinational that made 
Wallace a rich man. It helped quadruple 
corn yields on American farmland and, 
through a poultry subsidiary, accounted 
for three-quarters of the egg-laying chick- 
ens sold commercially worldwide before it 
was acquired by Du Pont. 

Yet by election day in 1948 his reputa- 
tion was in tatters. He had been trans- 
formed in the public mind into a frighten- . 
ing figure, and he got a mere 1.2m votes, 
fewer even than the Dixiecrat candidate, 
Strom Thurmond. As his biographers put it: 
“The thoughtful scientist had become the 
impractical mystic.” The defender of the 
second world war was transformed into an 
appeaser and the “deeply religious grand- 
son of a Presbyterian minister had become 
an apostle of godless totalitarianism.” 

How did it happen? John Culver and 
John Hyde point mainly to the smear tac- 
tics of the successful candidate, Harry Tru- 
man. He represented Wallace as, at best, a 
fellow-traveller when, for instance, he infa- 
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mously urged him “to go to the country he 
loves so well [the Soviet Union] and help 
them out against his own country if that’s 
the way he feels.” But they also point to Wal- 
lace himself. He left himself vulnerable to 
the red-baiters, they argue, by naively refus- 
ing to distance himself from, still less dis- 
own, such Communist supporters as Paul 
Robeson, an American singer and actor who 
wenton to win the Stalin Peace Prize. 

Nonetheless, there was something mag- 
nificent about the Progressive Party's disas- 
trous campaign. “You can call us black, or 
you can call us Red, but you can’t call us yel- 
low,” said one of Wallace's top aides, and he 
was right. The candidate refused to give in to 
mobs that pelted him with vegetables and 
screamed racist abuse. In southern states, he 
slept in the homes of black supporters and 
ate from picnic baskets to avoid segregated 
hotels and restaurants. Many of his followers 
were as brave. When the Pittsburgh Press ina 
crude effort at intimidation published the 
names, addresses and places of employ- 
ment of 1,000 Wallacites in western Pennsyl- 
vania, only ten of them recanted. 

The Wallace story did not end there. 
Much of the Progressive Party manifesto that 
seemed extreme to most Americans then is 
now mainstream. It called for desegregrated 
schools and armed services, votes for 18- 
year-olds, equal rights for women, public 
day-care facilities and home rule for the Dis- 
trict of Columbia. As Mr Culver and Mr 
Hyde tell it, and they tell it well, the loser of 
1948 was, eventually, the winner. 
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German literary giants 


A man of girth 


GOETHE. THE POET AND THE AGE. VOLUME 
Il: REVOLUTION AND RENUNCIATION, 1790- 
1803. By Nicholas Boyle. Oxford University 
Press; 949 pages; £30 


OETHE'’S life is massively well docu- 

mented. All good libraries will have 
the eight volumes (about 6,000 pages) of a 
thing called “Goethes Leben von Tag zu 
Tag” in which you can look up what he was 
doing most days of his 82 
years. Goethe himself 
wrote a great deal of auto- 
biography, notably “Dich- 
tung und Wahrheit”, but 
much else besides. Indeed, 
in 1797, aged 47, he seems 
to have determined to be- 
come not just his own but 
also, as Nicholas Boyle sug- 
gests, his only biographer; 
he began documenting his 
daily employment—his $ 
reading, writing, his studies & 
etc—in a form presentable 
to posterity. That accu- 
mulation of material con- 
tinued till his death; and with it the delib- 
erate destruction of documents he thought 
none of posterity’s business. A thousand 
letters, for example, went on to the bonfire 
soon after the official diary of his life began. 





[ 
A feast of cantatas 


N LEIPZIG between 1723 and 1750, good 

Lutherans had their religious faith en- 
riched and exalted by some of the greatest 
music ever written. As cantor of the city’s 
Thomaskirche, Johann Sebastian Bach 
produced a cantata for each Sunday and 
feast day throughout the year, except dur- 
ing the Lent and Advent seasons. Incorpo- 
rating solo singers, choir and instru- 
mentalists, these dramatic meditations on 
biblical themes inspired the devout to a 
more passionate experience of the Chris- 
tian message. 

During his early years in Leipzig, Bach 
composed new cantatas week in week 
out, accumulating, amazingly, as many as 
five complete cycles, of which 198 individ- 
ual pieces survive, each one masterly, 
though most are familiar only to special- 
ists. This year, in an extraordinary tribute 
to the 250th anniversary of Bach’s death, 
the English conductor Sir John Eliot Gardi- 
neris performing all the cantatas in a year- 
long pilgrimage, presenting them in their 
appropriate place in the ecclesiastical cal- 





endar at churches and cathedrals across 
fourteen European countries, concluding 
in New York on December 31st. 

Still in its early stages, the project is ac- 
quiring a strong momentum of critical ac- 
claim, audience enthusiasm and keen 
anticipation for the live recordings from 
the series pG Archiv will release later this 
year. This month, the pilgrimage struck a 
particularly personal note. On March 5th 
Gardiner performed at King’s College cha- 
pel in Cambridge where, 36 years before to 
the day, he began his conducting career as 
a Wunderkind undergraduate. 

The setting was ideal. If you raised 
your eyes above the worldly symbols of 
Tudor power on the chapel walls, the 
sumptuous tracery in the vault fitted per- 
fectly with the soaring counterpointof the 
music, itself a testament of religious and 
artistic faith. As Gardiner himself has said 
of the pilgrimage as a whole, “Bach would 
be tickled that we were celebrating music 
that he wrote simply for the daily service, 
with noeye on posterity or the future.” 





THE ECONOMIST MARCH 11TH 2000 





An appetite for more 
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Amassing and destroying, he put together a 
version of himself with which, needless to 
say, posterity has not been satisfied. 

Nietzsche said the life of a great man 
ought to be able to be conveyed in three 
telling anecdotes, He detested the would-be 
exhaustive biographical scholarship then in 
vogue. He had a horror of what he called 
“mere knowledge about”. thinking it might 
be not only not the truth but massively in 
the way of ever getting at the truth. But then 
Nietzsche was an extremist. 

The first volume of Mr Boyle’s biogra- 
phy of Goethe (807 pages) covered the 
vears 1749-90; this second (949 pages) goes 
from 1790 to 1803; a third, 
for the 29 years remaining, 
will surely be at least as 
weighty. The endeavour is 
colossal, like its topic, 
which is not merely the life 
and works of one extraor- 
dinary individual, but also 
his times, during which the 
long and violent making of 
modern Europe occurred. 

Goethe was present, 
on the side of the ancien _ 
régime, at the battle of 
Valmy on September 2oth, 
1792. And when the French 
army, contrary to all 
expectation, stood its ground against the 
Prussian cannonade, he said (or claims to 
have said) to those around him: “From here 
and henceforth the whole history of the 
human race is changed, and you can say 
that you were there.” Afterwards came a 
terrible retreat, in mud and epidemic. Per- 
haps the best writing in this book, truly an 
act of detailed empathy. is Mr Boyle’s ac- 
count of that debacle and his assessment of 
how it affected Goethe’s life and thought. 

Many biographers have a thesis; it is a 
form of self-assertion over their subject and 
the facts. Mr Boyle’s thesis is that for Goe- 
the the French revolution induced a sort of 
worldly renunciation. This idea is most per- 
suasive in its political dimension, and as a 
general claim about the society from which 
Goethe sprang. Germans in those years— 
still not constituting a nation, still under a 
largely feudal order, still not having de- 
veloped an entrepreneurial and self-confi- 
dent bourgeoisie—did not feel their lives to 
be in their own hands. Either their princes 
controlled them, or politics did, entering vi- 
olently from the west. Acquiescing in their 
feeling of powerlessness, the German intel- 
ligentsia readily dismissed the real ground, 
where they had no influence, as one where 
they did not even wish to have any influ- 
ence. They contented themselves with tri- 
umphing in the realm of the mind instead, 
most particularly in the philosophy of 
Kant. 

Kantian philosophy was Germany’s 
own revolution, but one which, in Mr 
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Boyle's view, encouraged a retreat from the 
“real” world, leaving it to the British (com- 
merce) and the French (politics). Mr Boyle 
sees Goethe after Valmy as exemplar of this 
cast of mind, and his friend, Friedrich Schil- 
ler, more extremely so, the two of them run- 
ninga periodical called Die Horen, in which 
all mention of the French revolution was for- 
bidden. As analysis of Germany’s deep pe- 
culiarity, and as a signal of worse to come, 
this reading of the age is persuasive, though 
of Goethe himself perhaps less so. 

This second volume of biography pur- 
sues the related theme of striving and dis- 
satisfaction announced in the first, which 
was sub-titled, “The Poetry of Desire”. In that 
first volume, Mr Boyle argued that Goethe’s 
lovesick longing for Italy was not adequately 
answered by his actually being there, in the 
years 1786-88; and that his half-hearted ef- 
forts to get there again in 1797, obstructed by 


Letter from Dresden 


No oil painting 


the wars, confirmed him in a philosophy of 
renunciation. On Mr Boyle’s view, a strange 
metamorphosis takes place. Goethe, the old 
heathen, passes by way of Kant anda philos- 
ophy of unknowable reality into a condition 
as otherworldy, as faithless to the things of 
this world, as that of any of the Christians he 
spent his life despising. 

Itis hard, in truth, to see Goethe like that; 
and in Mr Boyle’s own book—in the welter 
of the life and times, in his admirably fair 
and sympathetic presentation of Goethe’s 
relationship with Christiane Vulpius—his 
thesis is not only buried for most of the way 
but internally contradicted. What Mr Boyle 
calls disappointment (and incentive to 
renunciation) many readers will surely see 
as an appetite for more and more, an appe- 
tite whetted in a man like Goethe by poetry 
and real experience, working in collusion till 
the point of death. 


Restoration is controversial. Nowhere more so than in the Saxon capital 


IGNITARIES including the German 

chancellor, Gerhard Schroder, gath- 
ered in Dresden last month for the presenta- 
tion of a large gold cross. The cross, searingly 
bright against the dark Saxon sky, was 
handed over by the Duke of Kent on behalf 
of Britain. The day marked the 
5sth anniversary of Dresden’s 
destruction; the cross a replica 
of one which crowned the 
city’s Frauenkirche. Fittingly, it 
had been fashioned by the son 
of a Royal Air Force flier who 
had bombed Dresden. “My fa- 
ther was haunted by the 
bombing,” the goldsmith ex- 
plained. “Until the day of his 
death he thought it was mor- 
ally wrong.” 

A firestorm burned alive 
Dresdners not already killed 
by falling masonry. The death 
count was 30,000, perhaps 
many more; the devastation, 
atomic. When the flames died 
down, one of Europe’s most 
beautiful cities, “Elbflorenz” 
(the Florence of the Elbe) was 
gone. Yet Dresden holds out hope. It is a les- 
son in destruction and reconstruction. 

Even now, the city is still being rebuilt 
and remodelled. A scale model in the town 
hall shows what is in store: windswept 
spaces to be filled in with shiny new ar- 
chitecture and landmark buildings to be re- 
built. “Dresdners have an almost mystical 
relationship to their city,” a city official, 
Christoph Munch, says. “They want to re- 
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turn it toits former glory.” 

All restoration, of course, raises ques- 
tions: what date do you go back to? What do 
you leave and what do you clear? Dresden is 
more controversial than many. Some com- 
plain that restoration is being used (with 
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unachievable in adequate form since few 
original stones survive. Or they find the 
whole project misconceived. But those 
wanting a symbol of renewal won out. The 
church's outer walls, bright sandstone with 
flashes of black, are already 150 feet (46 me- 
tres) high. Engineers say it will be ready by 
2006, Dresden’s 8ooth anniversary. 

“The city ison the up,” says Hans Koebl,a 
west German developer. “You see progress 
here every day.” Progress of a kind, certainly. 
Still, the heart of Dresden has a haunting, de- 
relict air. Any worries that it might become a 
pastiche of the 18th-century jewel painted by 
Bellotto, a Venetian master, soon vanish. 
There was a density and freshness to his sil- 
ver-green Saxon town, with its palaces, 
churches, gardens, villas and trading houses. 
The same vista today looks like a pretty 
mouth with its teeth punched out. A few 
grand buildings in a local sandstone that 
blackens quickly stand moated by car parks 
and wasteland. Beyond, you see a crenel- 
lated horizon of 1960s-era flats. 

Parts of Dresden did sur- 






















west German money) to clear 
traces of the East German past. 
A renewed baroque prospect 
on the banks of the Elbe might sound beauti- 
ful in theory. But is it not kitsch and false to 
recreate a 18th-century city? 

Such questions come together in the 
Frauenkirche, a baroque masterwork by Ge- 
org Bahr, finished in 1743 and flattened in 
1945. Opponents of reconstruction think it 


vive in 1945. The Elbe protected 
the north, where some districts 
show a late 19th-century pros- 
perity and early-modern de- 
sign. Much later, Communist- 
era restorers faced hard deci- 
sions about half-wrecked 
buildings. The complaint that 
they pulled them down for po- 
litical reasons is misplaced: not 
restoring was the fashion 
across postwar Europe. They 
did rebuild the Semper 
opera, the tabernacle of 
the city’s great musical tra- 
dition (celebrated in the 
Dresden Music Festival 
from May 26th-June 12th). 

Faced with the jum- 
bled reality of Dresden, 
the restoration rows can 
seem beside the point. 
Though no oil painting, 
the messy modem city 
has a character of its own. The Augustinum, 
where Goethe admired the Raphaels, con- 
tains one of the greatest art collections. And, 
before long, you will be able to hear music 
again in the Frauenkirche, where Bach 
played the organ. 
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| OBITUARY | 
Roma Mitchell 


HE called herself a conserva- 

tive feminist. It sounds a 
contradiction, but you can see 
what she meant. Roma Mitchell 
became important in Australian 
public life because she was clever 
and persistent and was simply 
the best choice for jobs previously 
always held by men. She was the 
first woman governor of an Aus- 
tralian state, South Australia. She 
was the first woman judge of a su- 
preme court in Australia. Miss 
Mitchell was irritated that these 
and other firsts were inevitably 
publicised as milestones in the 
march of women. A few years ago 
she said she hoped she would live 
toseea top job fora woman given 
“no more publicity than the ap- 
pointment ofa man”. 

She was assumed to belong to 
the establishment, and while she 
had reservations about being co- 
opted into that male-dominated 
body, she found it useful as a 
means of promoting her ideas, In 
the obsequies that followed her 
death this week a male colleague 
noted that she had got to the top 
without the support of Australia’s 
forthright feminist movement. 
The remark was intended to be 
supportive, but it is unlikely that 
Miss Mitchell would have ap- 
proved of it. She was nota talking 
head on television. She is the sub- 
ject of few revealing anecdotes. 
But if you combed through the 
many carefully constructed 
speeches she made as governor, or while wearing some other hat,a 
view of women’s aspirations emerges not much different from 
that expressed by younger, more vociferous feminists. The need 
for equality between men and women was a frequent theme: not 
only at work, but in sharing housework. Boys in kindergarten 
should be encouraged to play with dolls, she suggested. No one in 
Miss Mitchell’s South Australia seemed to feel that this proposal 
was outlandish. 


Arather bossy schoolgirl 
South Australia is the only Australian state not founded as a British 
penal colony. It has tended to be a place of liberal views. Its gov- 
ernment was the firstin the world toallow women tostand for Par- 
liament, a development that Queen Victoria was said to have 
called “mad, wicked folly”, when she signed it into law in 1895. 
More madness was to follow. The state pioneered decent condi- 
tions for women workers, particularly in the sweated clothing in- 
dustry. By the time Roma Mitchell was growing up in the 1920s, the 
“shrieking sisterhood”, as alarmed macho Australians called the 
feminists, had already won many victories. 

Roma was four when her father died fighting in France in the 
first world war. She was a Roman Catholic, and the priests in Ade- 








Roma Flinders Mitchell, an Australian 
feminist, died on March 5th, aged 86 





laide ensured that she had a good 
education. She recalled that she 
was rather bossy, and was usually 
the articulate spokesperson for 
her classmates. At 21 she was 
working as a lawyer. She had to 
wait until middle age before be- 
ing made a Qc, a queen’s counsel, 
in effect a senior barrister, but she 
was the first woman to attain that 
status in Australia. 

With her career as a top law- 
yer, a judge and state governor 
she would seem to have removed 
most obstacles to women’s pro- 
gress in a previously male-run 
world. But Roma Mitchell (Dame 
Roma, as she was officially 
known after being made a dame 
commander of the Order of the 
British Empire, a kind of knight- 
hood for women, which she 
thought was “a bit of a panto- 
mime”) was aware that her kind 
of success was still rare. By choos- 
ing to remain single she had the 
great advantage of being able to 
follow her star without the bur- 
den of being, like her mother, a 
housewife, a term softened these 
days to “homemaker”. 

Feminists say that the era of 
shrieking sisterhood, when it was 
still lawful in Australia for a man 
to beat his wife, has been fol- 
lowed by the gains of women’s 
liberation, but the obstacle that 
remains is the glass ceiling. Not 
many female heads bump 
against the ceiling, let alone seek 
to break through it. While South Australia theoretically opened up 
politics to women in 1865, some 60 years were to pass before Nancy 
Buttfield became the first woman from the state tobe elected to the 
federal Parliament. “During electioneering,” she recalled, “I was 
asked questions like how I managed tocook the meals while doing 
this.” So perhaps even South Australia’s liberalism has its limits. 

In later years Miss Mitchell came to favour affirmative action 
for women. Earlier generations of women believed that if they ig- 
nored prejudice it would go away, but that time had passed. They 
should not suffer anymore, she said, “by reason of gender”. Miss 
Mitchell did not examine in detail this tricky and time-consuming 
concept. But by lending her authority to controversial ideas she 
gave them enough respectability to be freely debated. Should 
marijuana be legalised? She did not say it should but the idea of it 
being licensed for sale like alcohol “does hold my interest”. At a 
time when crime is on the rise in the rich world, she promoted the 
thought that there should be shorter rather than longer sentences: 
that revenge had no place in legal decisions. 

When she died, the Last Post was sounded at Government 
House in Adelaide, and she was given a state funeral. But these 
establishment salutes were accompanied by many less formal 
goodbyes from feminist groups. She had shown the way. 
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The Oxford Advanced 
Management Programme 


18 June — 15 July | 1- 28 October 2000 


Presents a global overview of the business enterprise and its strategic challenges. This 
programme at Templeton provides a unique opportunity to stand back and pursue your own 
learning agenda, assisted by a world class team of individual tutors and in the company of 
some of the most international and high calibre senior executives. 


Name 
Please send details of 


The Oxford Advanced Management Programme Address 


Return to 

Caroline Lomas 

Templeton College, University of Oxford 

Oxford 0X1 5NY, England Tel 
Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk Email 


Fax 


Templeton College is a graduate college established under Royal Charter within the University of Oxford 





106 THE ECONOMIST MARCH ITH 2000 







YOU'VE 


GOT 
WHAT 
IT TAKES, 






Bocconi, one of Europe's leading business schools, offers a limited number of 
scholarships to outstanding candidates interested in: Master of Business Administration 
(MBA), Master of International Economics and Management (MIEM) Diploma in Business 
Administration (DBA, part-time, for Central and Eastern European countries). 


in order to apply for the scholarships you need to fill out the Financial Aid form contained in the application booklet. 
Download the application form from: www.sda.uni-boceoni.it or request it from MD@sda.uni-bocconiit or via fax (++39-025836:3275), 


Ty, DONNI 
JA BOCCONI 
Borconi University School of Management 


CONOMIST MARCH ITH 2000 


COURSES 


Transforming futures — our investment in you 


Women with The Sloan Masters is a significant financial investment, but if you have a track record 

Leadership Potential S KOJN of success and the potential to go on to even greater things, we are offering substantial 
ai eas one i ddteneddbliaA partial scholarships to a number of self-sponsored candidates for 2000-2001. 

The Sloan Masters. this challenging and intensive programme is for highly motivated and successful 

Candidates from managers and professionals in their thirties to forties. The Sloan Masters prepares you for the most senior and 

Emerging Economies | international positions in industry or to create your own start-up venture, With world-class faculty anda peer group 

do you understand the rote of | selected for their internationalism, diversity and seniority you ‘will explore the latest management thinking, 

the professional manager iN | gequire new knowledge, enhance your managerial skills, develop your business vision and transform your future. 

emerging economies? | Contact us now for a full information pack including application forms and details of our scholarships or 


A find out more at our London Information Session on the 16th March, 6.30pm. 
Sloan Enterprise Scholars 


do you have entrepreneurial Regent's Park 


ambitions and a commitment to London NWI 45A 
; Contact: Helen Wiliams. London 


creating your own business? Tel: +44 (0)20 7706 6952 ‘ 
Fax: #44 (0)20 7723 1153 Busi ness 


London Business Schoo! exists to . S C h (®) 6) | 
advance. learning and research in email: sloaninfo@london.edu 
business and management 


EC10/03/00 www. london.edu/sloan_masters/ 








The City Masters 


Our next information sessions are Inve stm ent M ana g ement 
Athens - 18 March 2000 


London - 23 March 2000 Mathematical Trading & Finance 
Frankfurt - 31 March 2000 


D A 
Milan - 8 April 2000 Insurance & Risk Management 
Singapore - 29 April 2000 
Hong Kong - 6 May 2000 Contact the Department of Investment, Risk Management 

and Insurance for full details. 


Tel: +44 (0)20 7477 8680 
Fax: +44 (0)20 7477 8885 
E-mail: irmi@city.ac.uk 
www.city.ac.uk/cubs/ 


Full-time MSc programmes = 12 months, Part-time MSc programmes = 24 months 
o CITY City University Business The University for business and the professions 
hee m London o School ee ; 
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SHUT THE DOOR FOR ON 
AND OPEN UP YOUR FU 


| International Finance 
jindustry Analysis and 
Marketing 


«it won't be an easy twelve months. But it 
will give you an in-depth understanding of 
business and finance. 


«International Finance and Industry Analysis 
and Marketing are iwo key specializations 
you'll need to face the challenges of 
globalization. And there’s no better place to 
acquire them than Milan's SDA Bocconi 
School of Management, accredited by EQUIS. 


* Our Master of International Economics 
and Management is the only one to offer 
both curricula, along with core courses 
in quantitative methods, economics. 





business administration. law and politics. 
Our three-month worldwide internship 
programme will give you the chance to apply 
what you've learned to real business situations. 


* You'll also learn to analyse and assess the 
political and economic prospects of major 
countries and regions, and understand 
changes in the global economy. And, after a 
year’s hard labour, there won't be many 
people better equipped than you for the 
international business and finance market. 


* Download the SDA Bocconi MIEM 
brochure and application form today from 








aur website: www.sda.uni-boeconi.iv/miem 
E-mail: MIEM @sda.uni-bocconi.it 


¢ The next MIEM information sessions will 
be held in the following cities: 


Dublin, 14 March 2000 
Lugano, 23 March 2000 


Find out more about location at: 
www,sda.uni-bocconi.it/md/Ining. html 


SDA BOCCONI 


Bocconi University Scheel of Management 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Haly - Tel. ++39-025826.6605/6606 Fax +4+39-025836,3275 
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The 
Cranfie 
MBA 


oa unique 
experience 





The LSE Summer School 2000 
3 July - 11 August 
Economics 











Session One Courses: 3 July ~ 21 July 
W introductory Macroeconomics 

@ Statistics for Economists 

@ Intermediate Macroeconomics 

W Introduction to Econometrics 

W Economic Perspectives on Society 

E Advanced Macroeconomics 

E Development Economics 

@ International Economics 

M Public Finance 


ession Two Courses: 24 July ~ 11 August 
ntroductory Microeconomics 

Intermediate Microeconomics 

Economics of European integration 

Economics of the Environment 

Advanced Microeconomics 

Advanced Econometrics 

industrial Organisation 











alll 





For details on these and our other courses in Accounting & 
Finance, English for Business, European Institute, 
international Relations and Management, Contact: 

The Summer School Office, Room NI, Houghton St, London WEZA ZAE 
Tek 444 (M20 7955 7554 Email: Esa@lseacuk betsy he.acuk/summerschools 
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— Cranfield 


UNIVERSITY 
School of Management 





The Cranfield MBA will provide a unique experience - 
more than just a qualification, it can change’ your life. 
A first class programme with an emphasis on personal 
development; highly motivated, mature. participants; 
taught by a dedicated and respected faculty with 
international business experience; in a stimulating and 
supportive learning environment; first choice for many 


top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


Maureen Williams, Cranfield School of Management, 
Cranfield, Bedford, England MK43 OAL 

Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 
Email: m.williams@cranfield.ac.uk 


http://www.crantield.ac.uk/som 


Cranfield University is an exempt charity offering o centre of excellence for research ond education 










) the world respect- 
ABAS of fers the or oppo r of earning the 
prestigious University of Bradford MBA at various locat- 
ions across continental Europe. Fluent English: a degree and work 
experience aré red aE: 


One-year Full-time MBA 


in Utrecht, the Netherlands 


Two-year Part-time MBA 
in Utrechti the Netherlands and in Berlin, Bonnand 
Mainz, Germany ee 
Two-year Executive MBA 

seven 9-day sessions in 4 European countries 















Individual consultations alse available ~ please contact us for 
further details 








*Financial Times survey DL ANY CLNEMBAS WAMBA ULotalus)arcreaiond 
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In your next negotiation, 
make sure you have 


GF Amsterdam 
æ Institute of Finance 


In cooperation with the faculty of 





. 
the strategic edge. INSEAD 
. | 
Upcoming Courses 2000 | 
Strategic Public Sector Negotiation, May 22-26, 2000 EE E NE | 
Corporate Finance (March 27 - 31) 
Whether you produce formal agreements or contracts, structure complex Vakie E e oa 
financial transactions, resolve disputes, or negotiate for authority and aking Commnerctel Bants Ts) 
resources, Harvard's Strategic Public Sector Negotiation offers Real Options (May 5 - 6) | 
you an opportunity to move to new levels of negotiation expertise. Portfolio Management 
Designed for senior executives at the public/private interface, this - Global Asset Allocation (May 10 - 13) 
‘ i - Fixed Income Investment (May I5 - 18) 
powerful, fast-paced, short program will help you: - Squiey ivori (May 22 - 27) 
be : i= - Real Estate Investment (May 29 - 30) 
© add strategic dimensions to your negotiations : f 
© Strengthen vour analytic abilities Banking and Risk Management 
ee ere in Emerging Markets (June 5 - 8) 
© internalize tactical skills needed to produce > 
k Valuation (June 13 - 14) | 
successful and lasting agreements. | 
Project Finance (June 19 - 23) 
For brochure and application, please contact: | Asset Securitization (June 26 - 28) 
Nancy Huntington (617) 495-1142, ext.127 Value-at-Risk (June 29 - July 1) | 
e-mail: KSG_ExecEd@Harvard.edu Foundations of Finance (June 29 - July 21) 


Internet: www.execprog.org 
AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
H A R V A R D U N I V E R S I T Y telephone: +31-20-5200162/160 - fax: +31-20-5200161 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT e-mail: info@aif.nl - internet: www.aif.nl 





“| thought they'd give me a few tools. NY — 
But | walked away with a shiny new toolbox.” 


Tomas Mathews, Vice President Human Resources — International, America Online, Inc. 


At the University of Michigan Business School Executive Education Center, we'll fill 
your head with more than just facts. We'll give you a whole new perspective. Equip 
you with the knowledge you need to grow. Get ahead. Make an immediate impact. Be 
a leader. You'll learn from the faculty that create the big ideas and show you how to 
apply them. In the real world. Your world. 


Choose from a breadth of courses in General Management, Corporate Strategy, 
International Business, Managerial Leadership, Human Resources, Accounting/Finance 
and Marketing/Sales. 


Come learn why Michigan is ranked as one of the two best providers of executive 
education in the world. And why it’s the country’s most innovative business school. 


For a free program catalog, please call 734.763.1000 (U.S.), e-mail um.exec.ed@umich.edu, or visit www.bus.umich.edu/execed 
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provider of Executive Development. Our 
expanding portfolio of open programmes 
provides professionals with the tools to meet 
2 today’s business challenges. 












MASTERING FINANCE SERIES 


Interest-Rate Option Models. R. Rebonato, 
starting 8 May, 10 weekly evening sessions 


Fixed Income Securities and their Derivatives. 
G.Questa, 7-9 June 


Credit Risk Management and Credit 
Derivatives. D. Tambakis, 13-16 June 


Introduction to Stochastic Yield Curve Models. 
D. Cox, 5-7 July 


Asset Management Performance Measurement 
and Attribution. M. Levis, 11-14 July 


Optimal Risk Management: VaR and 
Beyond. G. Questa, 18-21 July 


Behavioural Finance for Asset Management and 
Trading. M. Levis, 26-28 July 


Financial Econometrics. M. Salmon, 13-15 Sept 








STRATEGY AND MARKETING SERIES 


E-Commerce Management: Strategy, 
implementation and Exploitation. C. Holtham, 
N. Courtney, 9-10 May 


Managing the Dynamics of Strategy Design. 
E. Larson, A. Ginsberg, 1-2 June 


Creating Value: Shaping Tomorrow's Business. 
S Mathur, 8-9 June ease 


Marketing Financial Services. G. Randall, 
G. Harris, 22-23 June 


Understanding Turbulent Futures. E. Larsen, 
A. Lomi, 29-30 June 

























www.city.ac.uk/cubs/ed 
For bookings: 
execdev@city.ac.uk 
Tel: +44 (0)20 7477 8710 
Fax: +44 (0)20 7477 8882 
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THE ENPC MBA 


Accredited by AMBA 


at the Ecole Nationale des Ponts et Chaussées 
a founded in 1747 
u 








The ENPC MBA is a 13-15 month full-time or 2 year part-time 
MBA programme in English at one of the most prestigious 
Grandes Ecoles in France. The ENPC MBA culture is international, 
innovative and entrepreneurial, fostering a strong sense of ethics 
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and contribution through business. 


Participants choose European, 
American or Pacific Basin options 
combining study in Paris with 
programmes and professional 
experience abroad. 


faternational Faculty 


drawn from a roster of outstan- 
ding professionals and entrepre- 
neurs from around the world. 










Matticahtural Environment 
75 students represent an ‘average 
of 27 nationalities, ENPC is 
located in the heart of Paris. 







Entrepreneurial Spirit 
Each student builds his own cur- 
riculum based on their professio- 
nal objectives. 














ENPC MBA 


Extend your global reach 





@ AMBA Accredited Degree. 


174, Bd Saint-Germain 75008 PARIS - FRAN 


Website : http : / www. sciences 


@ An intensive nine-month bilingual program (French/English). 


# The leading school in Political Science and Economics, 
founded in 1871. 


@ A distinguished international faculty. 
@ An urban campus in the heart of Paris. 


è Next Information Session: Thursday 23° March 2000 
at 6.30 p.m. in our premises in Paris. 


3.145 44 88 92 
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Wherever you read this CENTER FOR STUDIES OR TESUNOL GEIS W 
i DISTRIBUTED INTELLIGENCE SYSTEMS _ 
you're close to IH. 7 


ici Advanced Training on Information and Communication 
Mien Technologies for SMEs © 
June 12, 2000 ~ July 28, 2000 


































international House 
Contents of the training 
1° week Business Process and Business Architecture: 
2° week SAPY3: Finahee and Control modules 







Quality language training 





Present in 32 countries 
112 schools world-wide 
Over 100,000 students per year 













6° week Lotus Domino: and Sap: exploring actual synerg s 
7° week E business: how to build effective solutions 
Applications ; 
The Advanced Training on Information and Conia echiol MES Is open to 
e been accepted JIS Admission 








2,000 professional teachers 









and e-business. The Advanced Training core: 
world case study based.on a template. The bus 
For this reason, a basic knowledge of the Halian‘lan 
Applications are processed as they are reecived, Early a 
FINAL DEADLINE: May 3, 2000. 
Fees 

8.000.000 TTL, +VAT tax, accommodation and full meal plas 
7.000.000 TTL, +VAT tax, no aacommodation and huni 
Scholarships covering part of the fees, will be availal 
Stage 
After the 7 week course of practical and theoretical: {es 
chance to attend an interview with a small or mediun si 
internship. TEDIS will manage relations with the conipanies, 
















Contact your local IH or 
106 Piccadilly 
London W1V 9FL 
Telephone.: 44 0171 491 2598 
Fax: 44 0171 499 3708 




























Internet: www. mntemational-house.org 








E-mail: central. dept@ihlondon, co.uk 


For additional information and application form, contact 
VENICE INTERNATIONAL E-NIVERSITY 

Isola di San Servolo, 30100 Venice, kaly; Ph. +39.041.2719.561 Fax +39.0442719.510: 
E-mail: tedis@viul vinunivedy hep//wwwovit.unive. it/tedis/edisat rtm 









International House 


You can tell the world we tell you how. 





Supported by; COMPAQ, SAF, ARTHUR ANDERSEN, LOTUS 
Business case powered by; FABER 








S peneinacer et neemeennnesetnonnesil 





Expand Your Horizons 
in U.S. Law and Business 
in 
Chicago 


ADVANCED STUDIES IN INTERNATIONAL LAW AND ECONOMICS 


in October’ 2600 oina select. group of young professionals ‘in the: 
~ a WTO: Jaw and trade policy. This unique 
b. a. program combines. international law, trade regulation, and 

economics in both. the ‘cur the classroom, 










first fulltime prograny 


Northwestern University School of Law 


Presents a hands-on introduction to U.S. law Gul the lead 
and business taught by leading faculty 
of Northwestern’s Law School 


and Kellogg Graduate School of Management 


2000 Summer Institute in Law and Business 


SESSION I SESSION H 
MAY 30-JUNE 2, 2000 JUNE 18-23, 2000 
Negotiation Workshop Corporate/Securities Law 
Corporate Finance 


Wiis in internal 


SESSION HI SESSION IV 
JUNE 25-30, 2000 JOLY 23-AUGUST 4, 2000 
Mergers and Acquisitions Business Simulation and 
Management/Strategy 


In June 2007 ad of your competition. 


Now accepting applications, contact us for further information _ 
World Trade instiuse, Hallerstrasse 6/8, 3012 Berne, Switzerland 





Info: Northwestern University School of Law, 

Executive and Professional Education, $ PS 

357 East Chicago Avenue, Chicago, Illinois 60611-3069, U.S.A. T +4131 631 3279 F +41 31 631 3630 E inquire@WortdTradelnstitite.ch 
Tel: 312/503-0192 + Pax: 312/503-2930. 

Web site: www.law.northwestern.cdu/lawexec/ 
E-mail: m-hageman@northwestern.edu 
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THE CINCINN ATEMB A C Home Study Course in Economies 
“Unique Ones ants ~AlGlesson study that will throw light 
Unique One year Program in US on today’s h problems, Tuition 


PRIVATIZATION, REGULATORY REFORM | ole ROI Begins 14.06.00 | | ‘ee-small charge or materials. 
& CORPORATE GOVERNANCE a Write: Henry George Tmstitute, 


dune 26 ~ July 14; 2000 Cambridge, Massachusetts, USA www.cba.ucedu/mba 121 East 30th Street, 
: 513.556.7020 New York NY 10016, USA 
os The Record on Performance and + Methods of Privatization; Auctions 513.536.7006 (fax) an we Web! hip www henrygeorge.org 
Reform of State-Owned Enterprises Share Flotation, Concessions and 
* The Rationale for and Problems of Suategic Investors 
Publie Ownership Mass Privatization in Transition 





* Privatization of Natural Monopolies: Economies 


Theory and Evidence "Recent Privatizations; Data and MA Programmes 


* Regulation: Structure and Methods Conchisions 


s Deresan and Compernion Poiey "P Paan oorsee | A September 2000 


* Labor and Privatization Studies 
A unique mix of academic, practical and regional expertise. 


canvine INSTITUTE FOR INTERNATIONAL REVELOPMENT international Studies and Diplomacy 
rigge, MA 02138, USA, Attn: Mike Hricz This programme will suit those wishing to deepen their 


Te 7} A96-34ae Ema: pep@hitd harvard.adu ad A Meek ; fart 

cade d practical underste neme $ 

WWW HILD. HARVARD.EDU/TRAINING academic and practical unde standing of ternational affairs. 
Core courses are offered in General Diplomatic Studies and 
Practice, international Relations, International Law, 


i Your Link to a Network of International international Economies and International Boundary Studies. 
Expertise and Opportunit' 
fE CHER 5 Pp ¥ Chinese Business World The Administrator 


se This programme is aimed at managers, entrepreneurs, Speci 5 Uni 
a t pecial Programmes Unit 
CHOOL The Global Master of Arts Program (GMAP) consultants, business analysts, business journalists and Sehoo! of Oriental and 


others with a particular interest in China. Core courses are African Studies 


Contact: 


‘The Fletcher School at Tufts University is launching a first-of-its-kind, one-year $ " X ; 
Masters Program in International Relations, combining Internet mediated and offered in business environment. international Russell Square 
sidential learning. Through three intensive two-week residential sessions and management,Chinese management and commercial law, London WC1H OXG 
extensive use of Interner- based technologies, the program will have alf the hallmarks 
of a Pletcher education, - Ps nis will work closely with an internationally international Boundary Studies Tel: 020 7898 4830 
respected faculty and will receive the highest quality professional education in . : i Te 
Scie affairs, Graduates will enter an active are influential international alumni This programme is designed for policymakers and his secu 
iy. This program is designed for mid-to-bigh level professionals whose job professionals working in the field of boundary dispute kai 
responsibilities preclude taking” a full year off for a waditional residence based resolution or international relations. 
program, The international curriculum will cover courses in: Negotiations, Technology 7 A 
; Leadership & Management, Transnational Social Issues, Crisis Management & For all programmes a wide variety of elective courses are 


Analy s, Finanee, International Economic & Business law, Trade Economics & offered from SOAS ‘MA Area Studies’ programmes. You can 
Political Economy. The first class will enrol in late July of 2000, take the programmes in one year (full-time) or two or three 
Contact Information: yoars (parttime). www.soas.ac.uk/ather/ 
* & DIa " 
2429 Fax: 617-627-3005 Ali core courses are taught in the early evening. diplomacy/home.htmi 


The University of Reading 


gateway to the best careers 
extat| FOR FINANCIAL MARKETS in the global financial markets 


THE BUSINESS SCHOOL 


in FRANCE, in BELGIUM in SPAIN 





GERM 


} ' i 66 HOURS PER WEEK ] 
ayo ; ar ai 
| IN THE TARGET LANGUAGE NERDY CERAN LINGUA 
oe s i International information 
+ ADULTS from 19 years Study: i erated anm and reservations: 
i RETIRED P EQPLE OF 55 AND ABOVE up to 45 private and/or group lessons Tel: + 32-87-79 1122 
(Special conditions available} and pedagogical activities Ease 4 32 87-79 1188 
* JUNIORS from H to 18 years & Since 1975 E-mail: 


- FRENCH in BELGIUM ee ii 5 a ISA Le RG Customer@ ceran.be 
- ENGLISH in ENGLAND, Putting inte practice with our teachers: || 


Ni , ; N i 340334 Internet: 
it BELGIUM — ath meals and evening socio-cultural activities 4 http://w YW CETAn.COM 
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COURSES 


“neha 














| WASHINGTON INTERNAT l ITY LEARN A TO Z OF VIDEO 
| WASHINGTON INTERNATIONAL UNIVERSITY ae oe 


The Asian Institute for Development Com 
university, announces a full-time residential three 
commencing 17 April 2000. Seats are Hite 
tuition fee of USS] must reach by 30 March 












Bachelor ¢ Master * Ph.D. 
Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 









Accelerated degree programs * Academic credir for work 
experience * Students from 112 countries and 36 strates in 


6th Floor, APDC Building, Persiaran Duta, 50480 K 
PO. Box 1138, Bryn Mawr, PA 19010-USA ‘Tel: (603) 681-2903/651-3498. + Fi 
fax: 610.527.1008 © e-mail: admissions@washint.edu * www.washinteda 















Readers are recommended 
rtocmake appropriate enquiries and take 
appropriate advice before sending money, 
|| incurring any expense or entering into a binding ESMS Mep. Many pa 2 classes. 
commitment in relation to an advertisement. ot evaluation! send resume. i 
:{ The Economist Newspaper Limited shal not be aaar Ear at 
liable to any person tor loss or damage incurred ? š 34@ canturyy niversity.edu 
orsutteredd as a result of his / her accepting or 
. offering to accept an invitation contained in any 
advertisement published in the Economist, 
















APPLYING re 


QUANTITATIVE TECHNIQUES — 


20-24 MARCH 2000, LONDON ERE. 




























| 

| 

| TISING 
I INTEREST RATE DERIVATIV 
| 27 ~ 30 MARCH 2000, LONDON BCT 
| 

| 








VALUING ee 
EQUITY DERIVATIVES 
3-8 APRIL 2000, LONDON ECI 





© Surrey European Management School PRACTICAL, 
[| University of Surrey N id (Spain) YIELD CURVE BUILDING 
#6 11.15, 28009 Madrid (Spainy 4 hs = a pede PEA . 
i Cuidtent Surrey GU2 5XH Te 839 | Fax: +34 914 315 054) 6- 7 APRIL 2900, LONDON ECI SENSE EONES SRM 
j Freephone 0800 0523972 (UK only) fo@atis ba | 
Telephone: +44 (0) 1483 259347 D8 Re A etisalat ae ne aye atten tal aaa Sa 






Email: sems@surrey.ac.uk 


5 Website: www.sems.surrey.acuk bersonalized 


APPOINTMENTS 


















-eCreate Yourself 


~-Re-create yourself by earning your graduate degree online. Get your MS 
“in Information Technology, MS in information Management, or MBA-- 
without ‘going back to school’, That means no time-out from your career, 
~ Log on and you're there. Network as you learn. Interact with respected 
technology leaders and fellow professionals from around the globe. 












| BUSINESS DEVELOPMENT. | 
MANAGERS 


Ne Resources International Ltd is owned by ai 
consortium of universities. It was formed as part of 
the privatisation. of the Natural Resources Institute (NRI) 
in 1996. As part.of our growth programme, we aré seeking 
two staff to develop new business and market our. 
management and consultancy services. 












Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply online or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 

















www. isimu.edu 
Denver, Colorado 


Accredited Member DETC 


isim universi 


Become tomorrow's eStrategist 























The work will involve winning new business including the 
preparation and delivery of competitive tender proposals, 
liaison with the consortium and business planning. 


You should have a track record of winning business from 
aid donors and an appreciation of the natural resources 
sector. Relevant overseas: experience and language 
capability (e.g. Spanish and French) would be an 
advantage. 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
and secure in their Jobs or Professions, 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your 
life and work experience. University equivalent credits are given for your 
job, mititary, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken, 
Our graduates are recognized for their achievements in business and industry. 


We will assist you in completing your degree requirements at your own pace 
through home study. 


Send/fax detailed resume for a BGO aE VM Re 


Pacific Western University 
500 N. Sepulveda Blvd, Dept, 137, Los Angeles, CA 90049, (310) 471-0308 
CALL: (800) 423-3244, ext. 137 UK: 0800-960-413 
. Fax: (310) 471-6456 e-mail: admissions@pwu.com 
Worldwide http://www.ca.pwu.com 


Salary: up to £35,000 per annum, dependent upon 
experience. 


Please apply for further information to John G Disney, 
Marketing Directer, NR International Ltd, P O Box 258, 
Chatham, Kent ME4 4PU, 
fax: 01634 883 955, email: 
J.G.Disney@gre.ac.uk 
website: 
www.nrinternational.co.uk 
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Executive S7SK-SOOK +. earching into, within or out of 
Asia / Europe / M.East./ U.S? Contact for Free Info & Critique 


www.careerpath.co.uk 

Fax: Email: 
USA/Canada +1 202 4781698  cpamerica(@careerpath.co.uk 
Europe +44 20 75048280  cpeurope: 
Asia / M. East / Aus +66 2 2674688 cpasiaa 







World Resources institute is seeking a senior natural resource economist 
_with experience in international and local partnerships and the implementation of 
“policy research, water management, modeling, landuse, biodiversity and climate 
gsues. 6-10 years working experience and proficiency in Spanish required. 
Consultant applicants also considered. Send resume to WRI, Econ Program, 
10G Street, NE, Washington DC 20002, fax 202 729-7686, www.wri.org, EOE. 










































































RESEARCH ANALYST 
OPAL (Oi! Price Assessments Lid), part of the Metal Bulletin Group, seeks a graduate to join 
their team of oil industry experts, Principal duties include researching the European retail oil 
markets and analysing the price movements in individual markets. This position requires a high 
degree of numeracy and candidates must be able to demonstrate a working knowledge of 
Excel. (See www.opaleneny.co.uk). 


FULL TIME FACULTY POSTS 


Henley is Europe's oldest established 
independent Management College, with an 
outstanding record over 50 years in innovation 
and achievement. The College has a Royal 
Charter and has recently gained degree awarding 
powers. Programmes are offered throughout the 
world and as part of our continuing growth, we 
are secking to fill full-time faculty posts in: 








Knowledge of the oil industry and fluency in a major European language would be a distinct 
advantage, 
Location: Central London 


lease apply to: The General Manager 
OPAL, Costain House, 111 Westminster Bridge Road, London SETUL 


The University Aix - Marseille 1 


(http/Avww. mediterranee.univ-mrs.fr), 






the third ranking university in France, is seeking to appoint a 
Professor in economics 


from October 2000. the department’s main research areas are MACPOELONONTCS. 
and development economics. The successiul candidate will have a strong 
commitment to research and teaching and an excellent publications record, 


Marketing 
Information Management 






All posts involve teaching, supervisory and 
administrative duties in relation to MBA, 
Doctoral and Executive programmes. Individual 
research and external consultancy are also 
encouraged, Candidates should : 


For information: 
Ceders, 14 avenue Jules Ferry, 13621 Aix-en-Provence - 
Tel: (333442914834 Fax: (33) 4 42 91 4829 Email; nancy@univ-aix iT 








+ have a PhD and/or a record of research and 
publications in the appropriate area 


UNIVERSITY OF DUBLIN 
TRINITY COLLEGE 
Lecturer in Economics 


Applications are invited for the above post in the Department of 
Economics at Trinity College, Dublin. The appointment, which 
will be permanent, will be tenable from September, 2000. 
Candidates should have a strong commitment to research, 
which may be in any field of Economics. Preference will be 
given to candidates whose research interests lie in the 
following areas: International Economics, Macro 
Economics, Industrial Organisation and Applied 
Econometrics. 

Salary Seale: IRE17,701-IR£43,727. 


It is expected that the appointment will be made within the 
salary range IR£17,354-IR£24,978 per annum. 
Candidates should submit a full curriculum vitae, to include 
the names of three referees, to: 

Establishment Officer 

Staff Office 
Trinity College, Dublin 2 
Tel: +353-1-608 1678/Fax: +353-1-677 2169 

e.mail: recruit@tcd.ie 
to arrive not later than 31st March, 2000. 
Further particulars of the post are obtainable on request to the 
above address, or may be accessed at Website: 
http://www.tcd.ie/Staff_Office 


Trinity College is an equal opportunities employer 


+ have teaching experience at a business school 


« be willing to play a full role in the College's 
academic community both in the UK and 
throughout the world 


























For exceptional candidates, consideration will be 
given to appointing at Professorial level. 


Salary is negotiable. Benefits include 
contributory pension scheme (USS), life 
assurance cover, and assistance with removal 
expenses (where appropriate). 


Applicants must apply in writing with a full CV 
by 10 April 2000 to the Personnel Manager, 
Henley Management College, Greenlands, 
Henley-on-Thames, Oxfordshire RG9 3AU. 









t 


x 
n, HENLEY |, 


e 

2 l 
agement C? 

Tek +44 (0) 1491 418888 

Fax: +44 (0) 1491 418840 


Email: sandyj@berileyme.ac.uk 
Internet: www. henleyme.ac.uk 
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` Fulfilling 





Department for 
International 
Development 


DFID is responsible for taking forward the strategies and actions 
set out in the Government White Paper on International 
Development “Eliminating World Poverty”, (November 1997). 
Given that ill-health is a major contributor to poverty, the 
Department has an extensive programme to improve the health 
of poor people in poor countries. This aims to ensure that 
people can access reproductive health care, experience lower 
maternal and child mortality, and suffer much less from less 
major causes of illness and disability. 


SENIOR PUBLIC HEALTH SPECIALIST (A1) 


DFID has an extensive portfolio of work in the field of public 
health. Working with multilateral organisations, national 
governments and other agencies, it seeks to reduce suffering 
due to malaria and tuberculosis, to eradicate polio, control river 
blindness, eliminate lymphatic filariasis, address non- 
communicable disease, childhood and nutrition-related 
illnesses, and tackle substance abuse issues, DFID supports the 
generation of knowledge and products in these areas, 
particularly by groups based in poorer countries. 

As Senior Public Health Specialist, you will work as a member of 


~ the specialist team based in DFID’s London headquarters. 


Duties include providing advice within the Health and 
Population Department, and among members of the widely 
dispersed Professional Group within DFID. You will be 
expected to contribute to strategic planning, and will work with 
other professional groups on public health issues - including 
those concerned with water, sanitation and environmental 
interventions, social development'specialists, economists and 
ationalists. You will be comfortable in exploring ways in 
reforming healt address public health 


Application f 
for International 
telephone (0135 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


Di THE ECONOMIST MARCH 11TH 2000 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


OPPORTUNITIES TO CONTRIBUTE TO | 
HEALTH IMPROVEMENT 


grounded in addressing ill-health as both a cause and 
consequence of poverty. These linkages will be explored and 
operational responses developed. You will be responsible for 
strategic analysis and planning in this field, developing — 
appropriate strategic options for action, developing working 
relationships with key multilateral partne the United 
Nations and the European Commission, (you will be lead adviser 
for developing partnerships with the EC i th, HIV/AIDS, 
poverty and development) and for promot ing and developing 
inter-sectoral working across DFID: ; 

To pilot this approach, a particular initial focus of the post will 
be HIV/AIDS. You will provide a strates 

development of DFID’s work in this are working with regional 
policy units covering Africa and Asia. Detailed t 

HIV/AIDS expertise will be available to you, | 

familiarity with HIV/AIDS issues in the developing country 
context will be advantageous. : 
QUALIFICATIONS AND EXPERIENCE _ 

You will have a recognised Postgraduate qualific ication in Public 
Health, or the equivalent, at least 5 years. experience in 
international Public Health, with particular relevance to the 
needs of the poor countries and the links between poverty and 
health. You will have experience of strategic planning and 
working with multilateral development organisations, ideally at 
senior level. You will have a wide understanding of the issues 
associated with public health in developing countries, in 
particular health policy and systems, the links between health 
and poverty, and the implications for action. You will have 
experience in promoting inter-sectoral approaches in health 
planning and programming. 


_ You will be well able to work with other Government 
: Departments, the World Bank, the European Commission (and 


counterparts in other EU Member States), UN funded agencies 
and relevant academic groups in the UK and overseas. 


TERMS OF APPOINTMENT 
tarting salary for the post of Senior Public Health Specialist will 
inthe range £35,651 - £48,954 (depending on experience and 
and for the Health Strategist starting salary will be in 
the range £32,269 - £40,369 (depending on experience and: 
ertise). However, more may be available for exceptional 
ndidates. Help may also be available with the costs of 
elocation up to a limit of £5,000. 
Both pasts are on Home Civil Service permanent and 
ensionable terms, and will be based within DFID headquarters 
London. However, some travel will be necessary (up to 25% 
each year), particularly to Asia, Africa and the headquarters of 
organisations concerned with international health issues. 


Candidates should either be nationals of Member States of the 


uropean Economic Area (EEA), or Commonwealth citizens who 


< have an established right of abode and the right to work in the- 
` -United Kingdom. l 
` Closing date for receipt of completed applications 31st March 
_ 2000. 


ine quoting referencë AH304/3C/BG/TE clearly on your envelope, from: Department 
x ment, Abercrombie House, Room AH304, Eaglesham Road, East Kilbride G75 8EA or 
l 3352 (answerphone) or e-mail: group3B2@dfid.gov.uk http: /www.dfid .gov.uk 


but we also work in middie income 
countries, and in Central and Eastern 
Europe. 


DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 





uy 














-UNIVERSITY 
OF BRISTOL 


Vice-Chancellor 


www.bristol.ac.uk 
SE LANE A EIN 


We are seeking to appoint a new Vice-Chancellor by 
the summer of 2001 when the term of office of our 
current Vice-Chancellor comes to an end, The appointee 
will be the University’s Principal Academic Officer and 
Chief Executive, 


This famous University, of international standing, is a U.K. 


leader in both research and teaching. It plays a full part 


hationally and regionally in the new and developing 
education environment and has ambitions to build on its 
current success. 


We are seeking an outstanding scholar with a sound and 
substantial track record in senior management, currently 
or recently employed in education, research or in some 
related area. 


The post calls for someone with real vision, a high 
achiever with strong proactive leadership skills, academic 
rapport, management competence, sensitivity and integrity. 


A strong grasp of financial matters is clearly essential, as 
are a familiarity with the requirements of public office, 
accountability for public funds and the process of fund 
raising. 

The package offered will be appropriate to the size and 
nature of the post. 


Our consultants Heidrick and Struggles would be 
pleased to receive, in total confidentiality, all 
approaches regarding suitably qualified and 
experienced persons. Those wishing to formally 
apply should write to Fiona Carruthers, 
Heidrick & Struggles, 100 Piccadilly, London 
WIV 9FN, E-mail fionacarruthers@h-s.com 
Fax: 0207 491 5838 enclosing an up-to-date C.V. 
The closing date for applications is 24th March 2000. 


AN EQUAL OPPORTUNITIES EMPLOYER 


A truly stimulating role in a diverse environment 
Business Economist 


Initially Central London 


£27,500 - 


Do you want to push the frontiers of economics 
with one of the world’s largest and most powerful 
environmental regulators? 


This is a unique opportunity for you to become 


involved in something a little different. The Environment 
Agency, a major environmental regulator in: England 
and Wales, has the principal aim of working towards 
sustainable development, taking into account likely 
casts and benefits. We also need to respond to growing 
interest in regional economic development, 
competitiveness, business engagement with the 
environment, and interest in novel regulatory methods. 
This is where you come in, 


This is a high profile post, based in the National 
Centre for Risk Analysis and Options Appraisal. Your key 
responsibility will be to develop. and disseminate appraisal 
techniques and knowledge regarding the financial and 
economic impacts on-busitiess of Agency decisions. 


The Region operates ane smoking policy. 


£31,300 + London Weighting Allowance 


You will aspire to be an international source of expertise 
within your professional field. One moment you could be 
developing state-of-the-art appraisal techniques for 
assessing the financial and economic impacts on business, 
the next it could be applying your expertise to support 
Agency staff in the appraisal of large complex projects 
requiring individual site authorisations. 

A degree in economics with a further postgraduate 
qualification or significant applied experience in economics 
or environmental management is essential. Experience of 
working with business would be an advantage. 


For an application form and job description, please 
telephone 0118 953 5669 (24 hour answerphone) quoting 
reference TCRO103. Completed forms should be returned 
to Margaret Argent, Environment Agency, Kings Meadow 
House, Kings Meadow Road, Reading RG1 8DQ. Closing 
date for receipt of applications is 37. March. 2000. 


“The Environment Agency is committed to achieving Equal Opportunities. 
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2POINTMENTS 


INTERNATIONAL TRIBUNAL FOR THE 
: LAW OF THE SEA 
TRIBUNAL INTERNATIONAL DU DROIT DE LA MER 


> 


VACANCY ANNOUNCEMENT 
The International Tribunal for the Law of the Sea, an international court 


established under the United Nations Convention on the Law of the See situated 
in Hamburg, Germany, has the following vacancy: 


Legal Officer (P-4) 


© Under the direction of the Registrar the main responsibilities are: 


~*~ Undertaking the study and review of substantive legal issues in the law of the 
sea, public and private international law and preparing background materials, 
reports and papers thereon; 


Interpreting and advising on statutes, treaties, agreements or other legal 
instruments and ce : : 

Examining precedents relating to the judici ions and other activities 
and structure of the Tribunal; 

Providing advice and assistance to the Regi 

substantive legal questions dluririg an 5 

Tribunal or of the United Nationa ang 

Coordinating and providing substantial s 

Tribunal, its Chambers and Corint 

Synthesizing and summarizing views of S 

governmental meetings on Law of the 

Drafting, reviewing and revising agreem: 

regulations: 

Consulting with counterparts in other args 

negotiations with representatives of States 

Representing the Tribunal at conferen 

organizations and serving on internal 

Preparing briefs and representing the Tr 

administrative bodies and other judicial 


Qualifications and Experience: Advanced University degree in law with specialization in international law, in particular law of the: i 
international experience, of which at least 5 years should, be in an international organization. Computer literacy and an excellent | French with... 
working knowledge of the other is desirable. Knowledge of relevant fields of activity and procedures and practices of the United Natior 1 


Remuneration: A two-year fixed term contract, attractive tax-free salary with UNITED NATIONS benefits and allowances, Closing Date: 30 Mi 00 Only short-listed” 


WTO/GENEVA 


Director of Economic Research 
and Analysis 


The World Trade Organisation is seeking to fill the position of Director of 
Economic Research and Analysis. 


Duties centre on managing and supervising the work of the Economic 
Research and Analysis Division, The activities of the Division include: 
providing economic analysis and research in support of the WTO's 
operational activities; producing key parts of the WTO Annual Report; 
‘cooperation with other international organizations and with the academic 


‘community; and carrying out periodic special research projects in the area 


of international commercial relations. 


Requirements include a Ph.D. degree in economics; evidence based on 
publications of a thorough working knowledge of modern international 
trade theory, and at least fifteen years’ progressively responsible 
professional experience working on international trade issues. A good 
knowledge of modern international macro theory, and experience with 
practical statistical work, would be important assets. A strong sense of 
leadership and a demonstrated ability to organize and direct the economic 
research of other professional economists is important. Candidates should 
have an excellent knowledge of either English or French, and a working 
knowledge of the other language. 

The starting salary is approximately Swiss Francs 147.000 per annum net of 
| tax. Interested candidates should send a detailed CV to Personnel Division, 
WTO, Centre William Rappard, Rue de Lausanne 154, 1211 Genéve 21, 
Switzerland. Fax, +41 22 739.57.72. 


The WTO application form may be downloaded from the website: 
we. Wio.org. 


Applications should be received by 7 April 2000. 
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a ‘candidates will be contacted. Applications to: International Tribunal of the Law of the Sea, Personnel Department, Wexstrasse 4, 1) = 203! r (40) 3560-7201 


THE SCHOOL OF ECONOMIC AND SOCIAL STUDIES 


SENIOR LECTURESHI 


OR LECTURESHIP AND 
LECTURESHIP IN ECONOMICS 
(2 POSTS) 


Applications are invited for two positions in Economics. One 
appointment, to either Senior Lecturer or Lecturer, will be made 

on an indefinite basis and.the other appointment will- be for e; 
fixed term of two years at Lecturer level, The posts are available © 
from 1 September 2090, or as'scon as possible thereafter: There 
are no restrictions on candidates’ areas of research specialism, 

but a willingness to. teach -macroeconomics will be an advantage: 
for the fixed term: post. In the 1996 RAE, Economics:at UEA 
received a 4 rating with a-unique flagging of international 
excellence for our research in Experimental Economics. The 

School is determined to improve. on this. inthe next RAE: 

Therefore, candidates should have evidence of research output 
and a strong research’ potential, : 


Salary for the Lectureship/Senior Lectureship will be inthe range. 
£17,238 to £35,670 per annum and the Lectureship.will be on: 
the Lecturer A scale; £17,238 to £22,579 per annum. itis 
anticipated that interviews will take place in early May. 


Informal enquires will be welcomed by Professor S W Davies on 
01603 592715 or email: s.w.davies@uea.ac.uk 
Find us on the interne? at http://www.uea.ac.uk/soc/ 


Further particulars and an application form should be 
obtained from the Personnel Office, University of East — 
Anglia, Norwich NR4 7TJ (answerphone: 01603 oo 
593493, e-mail: Personnel@uea.ac.uk), to be returned 
by 24 March 2000. Please quote reference number = 
AC296 for the Senior Lecturer/Lecturer post and 

AC297 for the Lecturer post. 


UEA is committed to excellence in education and research. 








Wedd Vision is a non-profit Christian organization, one 
f orld’ 


‘the world’s leading aid agencies, last. year working iñ Berens 
os FOO. countries and helping over 60 million people World Vision 


i Tighting against poverty, bunger and injustice. i GOVERNM ENT OF l N D IA (GO D 


“The Mozambique Office of World Vision International in Maputo is DEPARTMENT OF 


seeking a senior level: 
Deputy Director of Monetization DISINVESTMENT 
Requires a Global Advisor for disinvestment 


Experience in P.L. 480 Title Food Programming 
of GOI Shareholdings in 


NATIONAL FERTILIZERS LIMITED 
(NFL) 


EY RESPONSIBILITIES INCLUDE: 
O00 Assist the Director in assuming responsibility over the management, supervision and 
on of U. S. wheat and oil in collaboration with the other six 
foe who are members of the EXCOM umbrella Monetization USAID 
oo PL 480 Program in Mozambique. 
Participate in negotiations for commodity sales, as requested. 
anual comprehensive Monetization plan that is acceptable to both the 
onsors and USAID, and based upon World Vision experience in 
ng donor commodities over the last years. 


_ Prepare call forwards and officia] documentation to request commodities from USAID 
Food For Peace (FFP) clearance. 
Track FFP pro ag and shipment of commoiities to ensure timely arrival of 
commodities for Mozambique buyers. 
Mai è linkages with the USAID and FFP in Mozambique in formulating impact 
d evaluation reports. 


The Government of India intends to disinvest its shareholding in 
National Fertilizers Limited (NFL) and proposes to appoint a Global 
Advisor (GA) to advise and assist it. It has been decided to disinvest 
fifty one percent of the NFL equity through strategic sale, out of the 
equity held by the Government, along with transfer of management 


n and cal Hn : 
s control in favour of the strategic buyer. 


NFL a multi unit, multi product Public Sector Enterprise is one of the 
largest fertilizer manufacturers in India which was established in 1974 
having 5 plants, one each in Bathinda, Panipat, Nangal and two at 
Vijalpur. The total installed capacity of NFL plants is 2.81 million 
tonnes of Urea and 0.318 million tonnes of Calcium Ammonium 
Nitrate (CAN). The Company also produce industrial products like 
Nitric Acid, Ammonium Nitrate, Sodium Nitrate/Sodium Nitrite, 
Sulphur, Methanol, Argon Gas, Liquid Oxygen etc. in addition to Bio- 
fertilizers at its Indore Plant. NFL has a wide spread marketing 
network, particularly in Northern, Western, Central and Eastern India. 
During 1998-99, the Company achieved overall capacity utilization of 
111.07%. In physical terms the Company produced 3.145 million 
tonnes of Urea and 0.221 million tonnes of CAN. its sales during 
1998-99 was to the tune of 3.388 million tonnes of fertilizers. It 
; earned profit before tax of Rs. 583.579 million against a turnover of 


STUDENTSHIPS Rs. 23.022 million. 


Write progr 
progress and final reports of individual Monetization donor funded projects. 


The candidate must have an M.A. in business administration or related feld or relevant experience 
odity trading and minimum 2 years éxperiance in food aid and/or monetization 
‘itle H food aid experience preferred and experience with USAID programs is 
-ellent employee relations, managerial and leadership capacity as well as the 
uency in English and Portuguese or Spanish is essential. 


Applicants should be in sympathy with World Vision's Christian and Core Values, 








“The above post is a salaried position with a package of benefits including housing, tansportation, 
utilides and optional médical insurance, 


“Submit your cover letter with resume, salary history and feferences «until April. 1, 2000 ~ to: 
World Vision Germany, European Recruitment Office, Am Houtiler Platz 4, 613981 Friedrichsdort, 
Germany. FAX: +4 49 6172-763 242, or Email: dicter_osmers@wviorg. Visit ov? corporate 
website: www.wyi org : 


Masters in Finance or 
Economics Sponsorship 


Applications are invited for studentships at a 
prominent British university or business school 
leading to a Master’s degree in finance or 
economics. A successful candidate, who must 
-have been accepted. for such a course, will have 
his/her fees paid and will also receive a 
contribution towards living expenses. ` 


The Marjorie Deane Financial Journalism 
Foundation aims to promote the understanding 
cof financial markets and institutions; and in 
|| particular to foster excellence in financial 
journalism. Preference will therefore be given to 
applicants who can write well and who will 
produce a piece of research (probably based on 
their dissertation) that is suitable for 
“publication. 


| Studentships are open to all, regardless of age, sex, etc. Applications 
by Friday April 14th 2000 to Box 4102, The Eeonomist, 25 St. 
James's Street, London SWIA IHG. 





The authorization capital of the Company as on 31.3.1999 was Rs. 5 
billion with a paid up capital of Rs. 4.906 billion. The shareholding of 
the Government of India is 97.64% of the paid up capital. 


The responsibilities of GA will broadly cover advising and assisting the 
Government in the disinvestment of NFL in accordance with the 
decision of the Government and would include the assessment and 
valuation of NFL, preparing a detailed information memorandum, 
marketing the disinvestment, inviting and evaluating the bids, 
negotiating with prospective buyers, drawing up of the sale 
agreement, shareholders agreement, advising on post sale matters and 
all other allied matters. 


Submission of Expression of Interest 

internationally reputed merchant/investment banks, consulting firms 
and financial institutions with expertise in privatization/strategic sales 
are invited to submit Expression of Interest for selection as GA, singly 
or as a consortium, on or before March 22, 2000. 


The bidders are requested to collect the prescribed proforma for the 
Expression of Interest, and send their expression of interest to , and 
approach for further details, if any, the Director (Finance), NFL at the 
following address:- 

R. N. Joshi, Director (Finance), National Fertilizers Limited, A-11, 
Sector 24, NOIDA, Distt. Gautam Budh Nagar (UP) Pin - 201301 
(India). Phone: 91-118-4548021, Fax: 91-118-4540089, 


The bidders are required to deposit, along with their Expression of 
Interest, a non-refundable earnest fee of INR 25,000 {or US Dollar 
equivalent) by way of demand draft payable at Deihi in favour of 
National Fertilizers Limited. The Government reserves the right to 
refuse any or all Expressions of Interest without assigning any reason 
therefore. 
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: Kombinat aluminijuma Podgorica, Monteneg 


Anode Plant Reconstruction and Manage 
International Tender 


Kombinat aluminijuma Podgorica (KAP), Montenegro. announces international public lender for management and reconstruction ol Ka ten for 
the perd of wato seven years (reconstruction to be finalized in:two years}, with obligatory contractual exit clause in the: case of KAP pri secs 


1. KAP 


Kombinat aluminijuma Podgorica is located 10 km south of Podgorica, capital of Moritenegro. Ht was built in 1971 (Pechiney). Itis coiiebed 
“tons/year, and smelter, capacity 102.000 tons/year. 


2. Anode plant 


The KAP anode plant uses Pechiney technology. Most of the plant dates from 1971, but one extension was built in 1979.8 consists of raw material 
partly open), capacity of 10.000 tons of petroleum coke and 10,000 tons of pitch), a carbon plant for the production af green anodes, a bak’ 
Detailed informative memorandum available. Green anode plant's capacity is 12 t/h. Supplier of equipment is Piv-Lill-Call- Babeock (FCB), B 
Anodes’ dimensions were 750x550x520 mm, present, 1 100x750x340 mm, Anode baking furnace was built in 1971, 1t- hag 5) sections, each wi 

is 108 anodes. Capacity: 60.000 tons/year. Ibis oil-fired and has a Setaram temperature control system, Pechiney cranes and Sypriny transy 

1971, Capacity 25 anodes/hour or 65.000 tons/year, with three-shift five-day a week operation. Equipment: ECL Pechiney Junker fina: 


3. Main objectives 


Complete and long-term reconstruction of anode plant in order to secure constant and rellable supply of the amler. KA? will favor the solu istruction of 
i anode plant for full capacity operations: stable: and profitable production, which will decrease anodes price; securing ecessary: qi 
BES minimum of stock; optimizing working and environmental standards: securing salaries and other personal and social consributions ta an 


4. Requirements 


Hh. Bidders are invited to provide.teconstruction and management conttact draft, comprising: 
Hoo detailed business plan (investment, production. labour, production costs. cashflow, financial plan and business plin implementato program); ; 
-+ detailed investment plan (equipment; raw materials and anode storages; green anode plant; pressing; handling and transport plant; baking furnace; roading plant 
working and environmental conditions improvement; quantity & quality control), with costs and effects projected. Peasy, study obligatory: = < 
civil and other works (production plant reconstruction: communications; laboratory, offices, etc) 
working capital and spare parts needed for increasing of capacity; 
investment control and supervision; 
information system application program; 
development and implementation of ISO 9004 standard; 
labour and environmental protection; 
labour standard protection (according to KAP - Trade Union collective agreement) 
anode plant management program; 
conditions for take-over and transfer of equipment, buildings, raw material storage and employees; 
conditions of purchase & sale of anodes (quantity, quality specification, price, payment conditions); 
constant and stable anode supply guarantees (incl, minimal stocks); 
responsibilities of the parties; 
contract duration; . 
contract termination clause conditions (in the casée-of KAP privatization, on new owner/s/ request); 
list of additional management personnel; 


5. Offers 


Offers should be structured as follows: 


chapter 1: presentation of bidder (references) 

chapter 2: investment and business plan for the reconstruction and management 
chapter 3: draft contract on take-over of anode plant on BOT. system 

chapter 4: other relevant details, not included in previous chapters 


6. Procedure 


Letters of intent and offers may be presented in English or Serbian to: 


Kombinat aluminijuma Podgorica, Dajbabe bb, Montenegro, FRY, ¢/o dr Branislav Radonjic, KAP deputy general manager 


Offers may be presented personally or via mail, in three separate sealed envelopes: (a) original of offer in envelope no, 1y marked as “original”; (b) documentation in envelope 

no. 2, marked “documentation”. Envelopes no. 1 and no. 2. are to be presented in envelope no. 3, marked “offer for anode plant tender”. Bidders will be informed of time and 
venne of opening of offers. KAP Tender commission will execute the tender procedure and take decision on preferred bidder. Tender commiission may require clarification’ ( 
and/or presentation of offer{s). 


Deadline for remittance of letters of intent: March 15. 2000, Deadline for the remittance of offers: April 15, 2000, 12 00-hours local time. Date for closing of tender: April 22. 2000, 
For further information please contact dr Branislav Radonjic telephone +381.81.644 202. facscimile: +381.81.620.955 e-mail: kapcis@cg.yu 





o THRE ECONOMIST MARCH 11TH. 2000 24 


F f, - f j g 

Arthur Andersen's The Washington Campus 
Global C onference fo j Strategic Managemeni Seminars on the 
Educators and Community Lea ders Public Policy Process for Corporate Decision Makers 


LEARNING FOR THE 21st CENTURY Business & the 


April 26-28, 2000 St. Charles, Illinois Public Policy Process: 
How Washington Wor 






















































Understand the coevolution of schools, higher May 8-11 
education and business training toward a self- Washington, DC : 
directed, lifelong learning system. Y 
Essential knowledge for business 
@ General Session Speakers (all confirmed). ` 















* Russell Ackoff - Professor, Wharton School of 
Business 

* Peter Block ~ Author and Consultant 

* Richard Boulton — Arthur Andersen, Strategy & 
Planning 

* Peter Drucker ~ Father of Modern Management 

+ Morton Egol ~ Arthur Andersen, School of the 
Future 

* Dan Greenberg - Founder of Sudbury Valley 
School 

* David Langford - Schoo! Quality Consultant 

* Drew Lebby - School Strategy Consultant 

* Nicholas Negroponte ~ Founder of MIT Media 
Lab 

+ Mark Russell - Humorist 


Presented by well-known representa! 
government, business, and the: 
¥ 
Attended by mid to senior executives 
www. washcampus.edu/open.html 
(202) 234-4446 


Castemnzed corporate programming also available 




























Because government decisions 
affect your company’s bottom line. 






BUSINESS & PERSONAL 





openaner ennanintenes ascii 


Visit the Arthur Andersen Community Learning 
Center via videoconference with facilitators and 
learners. This modern version of the one-room 
schoolhouse for rnultiage, self-directed learners is 
evolving toward a learning environment for all ages 


2” CITIZENSHIP HANDWRITING 
Henley & Partner, Inc. EVRA 


OFVICIAL PROGRAMS LEADING 10 Examiner of disputed and anonymous 
FULL CITIZENSHIP AND PASSPORT | th bo aptitude/character 
TEL +44 - 1481 842 880 i HOT TOR SECRET purposes 
PAX +44 1481 832 881 i Philippa Lavell FAE 
WWW.HENLEY PARTNERCOM i 4 Village Close, London NW3 SAH 
BY GOVERNMENT Tek +44(0)171 794 6060 


APPOINTMENT Fax: +44(0)171 431 4699 


W Participate in workshops on Global Best 
Practices for learning in schools, higher 
education and business. 


Phone 630-444-4987 

Fax 630-444-4975 

E-Mail school.of.the.future@arthurandersen.com 
www.arthurandersen.com/schoolafthefuture 


BY CPAIN LONDON 
US/UK iax return service and US/UK tax 
advice for US citizens and US “green 
card” holders living/working abroad, 
Servicing individuals and corporations. 





Please send me registration forms. 


Name [Mr /Ms.} ooo 
Company/Org. oee E E E IAA Meat oe 
Addross oonan mendes See — 
GRY a a e EMSs ST ne ee ese 


State/Country ss. Zip /Postcode an 


Mokhtar Edwards & Co 
65 LondenWall, London EC2M STU 
Tel: 020 7588 $200 





TENDERS 







®WorldBid 


INTERNATIONAL TRADE LEADS 


UTILITIES _ | eae 
View details ath.) oteo 042 
www.worldbid.com ; J A x planisiitcomemploi 


Telephone eea 


Fax tt eh Al Anes i ana aca a ee ela e ten, 





EMall ia tec E 
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BUSINESS OPPORTUNITIES 


REPUBLIC OF MACEDONIA 


Trade & Investment 


“At the Crossroads of Opportunity” 


Strategically located at the crossroads of 
Southeastern Europe, Macedonia will play a key role 
in the development of the region. 

A small country with a big potential. 


Now is the time to invest! 


Macedonia has much to offer to investors and 
trading partners: 
Skilled, low cost workforce 

Low taxes (only 15% tax on corporate profits) 

Repatriation of profits 
Free trade agreements creating a ready market of 
over 100 million people 
Stable political and economie climate 


The Macedonian Business 
Resource Center (MBRC) 
was established by Crimson 
Capital Corporation, a 
leading consulting and 

s investment banking firm 
serving emerging markets, 
to implement a program 
sponsored and funded by 
the United States Agency 
for International 
Development (USAID). The 
MBRC assists Macedonian 
companies and managers 

with trade, investment, 
finance, operations, 
marketing, human 
resources and agribusiness 
development. 


The MBRC helps promote 
foreign investment and 
trade opportunities: 


e Matchmaking between 
foreign and Macedonian 
companies 


identifying the right 
Macedonian partner 


Information on 
opportunities in all 
sectors 


information on 
government 
concessions on 
infrastructure projects 


For assistance in identifying just the right Trade & 
Investment opportunities for you, please contact: 


MACEDONIAN BUSINESS RESOURCE CENTER 
Trade & Investment Department, Attn: Ms. Elena 
Dojranska, 98-100 Orce Nikolov, 9 1000 Skopje, 
Macedonia 


Telephone: +389-91-131-322 Facsimile: +389-91-121-200 
Email: mbrctrade@aol.com www.mbre.com.mk or 
Crimson Capital Corporation, Michael Gold, Managing 
Director, Prague, Czech Republic 
Telephone: +4202-5732-1358 
Facsimile: +4202-5732-1412 
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TELECOMMUNICATIONS PARTNERS | 
SAKON, A U.S. BASED COMPANY WITH 25 YEARS OF SATELLITE COMMUNICATIONS. 
EXPERIENCE IS LOOKING FOR HIGH QUALITY PARTNERS AND REGIONAL 


CONSULTANTS/DIRECTORS TO MANAGE THE LICENSING, SALES, AND 
MARKETING OF OUR INNOVATIVE SATELLITI COMM INICATIONS SERVICES. 


Sakon is building satellite systems in developing 
Haiti, india, ivory Coast, Jamaica, Kenya, Pakistan, if 

and other areas where fiber fs excessively expensive nonexistent, 
Our world-class SATELLITE COMMUNICATIONS SYST 


One Year Masters Degr 
Econo j 


@ MSc Economics 
e MSc eesti Analysis a a 


Tei. 024 7657 236. 
email: h.butler@warwickac uk o" ane 
cs WARWICK” 


oo ERARSLIATE MIAO: 





1402 TEANECK ROAR > suITe 114 + TEANECK, NEW JERSEY - 07666 ° USA 

















US. Bank Account 
Opening Service 


CALL ANYTIME Tek 1.800.423.2993 
(toll free} or +302.996.5819 
Fax: 1.800.423.0423 (USA/Canada only) 
or Fax: +302.996.5818 
E-mail: ine_info@delbusinc.com 
internet: htte://www.delbusinc.com 
Delaware Business Incorporators, Inc. 


IMMIGRATION 





BAHAMAS FOR LESS $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 
Beautiful RCI affiliated Gold Crown resor, 
Up to 2 adults and 2 children, 
rate is room oniy, see our website 
var. sancdyport cormysariplerecc 
Fax: (242) 327-8665 Tel: (242) 327-8500 


IND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
CAMOUFLAGE PASSPORTS. 
GMC 
Fax #3120-$241407 
Emailit 10041332 








































mpusëryve com 





seisja 


Offshore Companies, Trusts, Tax Planning 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
USA: Bill Andrews GIBRALTAR: Diane Dentith U.K.: Simon Denton T.C. Paul Winder 

r 263 9669 1 350 76173 i 4 (0)207 479 7070 r 649 946 


44 (0)207 439 4436 Fax: 649 946 
overeigngroup com (ci@seovereigngroup.com 


www.sovereigngroup.com 


HONG KONG: Stuart Stobie 
7 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office, Our corporate aim: to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servicaos Lda. international Company Services (UK) Ltd 
Tel: +1 450 679-7452 Fax: +1 450 679 4263 Tel: +351 21 314 2030 Fax: +351 213142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 

Email; icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
international Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A. 

Tel: +1 310 550 8712 Fax: +13102057973 Tek +19549431498 Fax: +1 954 943 1499 Tel: +598 2 902 1165 Fax: +598 2 902 1191 

Email: usawest@ICSL.com Email: usa@ICSL.com Emaih uy@ICSL.com 


Skrivanek Translation Services, Ltd. 


SKRIVANEK is registred EU deliverer (COR CZE - 23379) 








www. !lC 


















The ultimate authority on the world’s best hotels 
hideawayreport.com 






We offer: 












- professional translation services in more 
than 100 language combinations! 

- interpreting, software localisation 

- company start-ups (call +420 603 514706) 

- large translation projects 

- franchising licence worldwide 


with no up-frent charges 
(ask for free info: pavel@skrivanek.cz} 





Poland: Warsaw + 
Hungary - Sidape 





Reduce your costs, get high quality translations, translate with us! 


Prices from..... 34 USD/ 1000 words! 


#@*LONDON'A 


a Quality serviced apartments offering best value E 

tor money. Our apartments offer great savings 
compared to hotels. Fully serviced, private 
bathroom, kitchen, TV, telaphone, central a 
heating, elevator, 

a Centrally located in Kensington area, a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 

a 3 Ashburn Gardens a 

a South Kensington, London SW7 4DG, UK 


www.ashburngardens.co.uk 
M@ = info@ashburngardens.co.uk W 


Tei: ++44 207 370 2663 
\ Fax: +444 207 370 6743 


ERERRRE SS 
OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 





Funds GE) Express 
Tel; +353-1-6790600 Fax:4353-1-6790475 
Ridge House, 1 Conyngham Road, 
Dublin 8, ireland 
E-mail: Funds& x: 


CYP 
Tek+367-2752415 Fax:+357-2766722 
Established since 1980 


| OFFSHORE Bank] 
| For Sale US $2,500,000 | 
| Premier Jurisdiction - Est. 1970's (File #228) | 


For further information, please contact: 
CARIBECO USA LTD. 

Gary A. Ferraro, President 

| Tel:561-391-4308 / Fax:561-447-8244 


NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TC: 
MINERVA PRESS 
315 ~ 317 REGENT ST LONDON W1R 7YB UK 

www. minerva-press.co.uk 





























= 


[REAL ESTATE 
DEVELOPMENT 
U.S. Knowhow 


On-Site Advisory and Consulting for 
foreign Developers, investors, 
Governments Worldwide. 

www. Redii.arg “On-Site Advisory” 
1" Consult Free. Send details to: 

| Rabraham@Mediaone.net 
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BUSINESS & PERSONAL 


Smaller laptop? Smaller flaptop. 


We make Glaser Travel 
Goods, and sell directly to 
you. Talk with us about 
your luggage and briefcase 
needs, Any purchase may 
be returned unused in ten 
days for a full refund. 


Our Flexible Unwreckable™ 
frame protects your laptop. 
Hand finished cowhide: 
choose natural, walnut or 
black. Lerter-size, fat letter- 
size, A4, or legal-size, 

$650 to $695. 


Insiders™ dividers: 
customize the way you 
organize your documents 
and gear. 


Please call for our free catalog. Toll free 800.234.1075. 


EO GLASER DESIGNS 


TraveL Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 


Taking Company 
Formation into the 
21st Century 


Lai E E E E E E eee eee @ 





The Company Store Group 
International is one of the 


E Ready made & own choice of name 
Co's available in UK & worldwide. 
B Free advice & colour brochure. 
] B Free name check. 
| professional firms COMPANY SPECIA; Irs “ pases the 
| specialising in a. E Complete 
| this field. COMPANY STORE GROUP } confidentiality 
r a E Full nominee 
| YOU CAN'T services, domicilation, 
BUY CHEAPER - bank introductions, 
| WE WILL MATCH ANY | ___ mail tel fox, email and 
| OTHER QUOTE. 


associated services, 
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OUTPUT, DEMAND AND JOBS America’s Pae TEF rate edged up to 4.1% in Febru- 
ary. Germany's jobless rate edged down to 10.0%, and Belgium’s to 1.0%. The volume of Ameri- 
can retail sales rose by 8.0% in the 12 months to January. British industrial production rose by 
2.4% over the same period; Germany’s increased by 2.8%. 
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PRICES AND WAGES Higher oil prices pushed up producer-price inflatica in the euro area to 
5.0% in the 12 months to January, up from 4.0% in the 12 months to December. Japanese pro- 
ducer prices rose by only 0.1% in the 12 months to February. American wages rose by 3.6% in the 
12 months to February. 








% change at annual rate The Economist poll 


COMMODITY PRICE INDEX 

#28 The outlook for Australia’s long- 
suffering sheep farmers, whose flock is at its 
smallest for 50 years and whose wool clip 
has fallen by nearly 40% over the past de- 
cade, is at last improving. In the year to Jan- 
uary, the volume of Australia’s wool ex- 
ports rose by 7%. Exports to China, its 
biggest market, soared by 40%; South Korea 
bought 55% more Australian wool. Soaring 


| demand for fine wools has pushed average 


wool prices up by 12% since last July. Fash- 
ion is favouring lighter-weight fabrics and 
there is a shortage of cashmere. Superfine 
wool prices have almost tripled over the 
past 18 months to a six-year high, and the 
price premium for fine over middle-quality 
wool is 175%, almost a record. Last season 
17% of Australia’s shorn wool production 
was fine wool. In the mid-1980s it ac- 
counted for only 7% of output. 
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@ ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 


poll of forecasters: March averages ( (previous month's, if changed) 


Current account 
GDP. 





of their predictions for economic growth, 
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15 countries. The table also shows the high- 





est and lowest forecasts for growth. The pre- 





vious month’s forecasts, where different, 





are shown in brackets. This month our fore- 








casters have supplied predictions for 2001 





for the first time. They expect growth to 





slow next year in n countries and to. speed 





up in only two, Denmark and Japan. The 








projected pattern for inflation is more bal- 
anced: inflation is expected to fall in seven 








countries and rise in five. This. month our 





forecasters have increased their growth pre- 








dictions for 2000 in eight countries, includ- 








ing (once again) the United: States 
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FINANCIAL IN DICATORS 


MONEY AND INTEREST RATES “The bond maike traded nervously as many Shanes, on Wall 
Street took a dive and oil prices soared. American Treasury bonds ended the week almost un- 
_ changed, with ten-year bonds yielding 6.38%. 
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STOCKMARKETS On walls Street the Dow plunged by 37%0 on March 7th, even though the tech- 
heavy Nasdaq stockmarket remained firm. The Nikkei fell by 1.6%. But Amsterdam, Copenha- 
gen, Frankfurt, Madrid, Milan, Paris, Stockholm, Sydney and Toronto all hit new highs. 
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TRADE, EXCHANGE RATES AND BUDGETS The euro sank to a record low of ¥101 on March 7th. The yen’s trade-weighted value rose by 
1.1%. Australia’s current-account deficit widened to $22.3 billion last year, up from $17.9 billion in 1998. The current-account surplus of the Neth- 
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@ BANK RATINGS Japan’s banks are 

weaker than Brazil’s, according to Moody's 

financial-strength ratings. These focus on 
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a WOMEN IN POLITICS Northern Euro- 
pean countries have the highest proportion 
of female politicians, according to the Inter- 
Parliamentary Union, a Swiss-based orga- 
nisation. Sweden tops the list: more than 
40% of its parliamentarians are women. 
More than half of the Swedish cabinet are 
women, In Denmark, the Netherlands and | 
Germany more than 30% of parliamentari- 
ans are women. In contrast, the female 
share is only 13% in the United States, 1% in 
France and 5% in Japan. Among poorer 
countries, South Africa has the highest pro- 
portion of women in politics. One in three 
of South Africa’s lawmakers are female. Ar- 
gentina (28%) and China (22%) are not far 
behind. However, less than 6% of Brazilian 
lawmakers are women, and only 4% of 


South Koreans. 
| Women in parliament* _ al 
seats held as % of total, latest 
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ECONOMY. Hong Kong's Gop growth quickened to 8.7% in the year to the fourth quarter. Sin- 
gapore’s industrial production soared by 26.8% in the 12 months to January; Hungary's was up 
by 18.5%. Russian consumer-price inflation fell to 25.1% in the 12 months to February. Argenti- 
nia’s consumer prices fell by 1.3% over the same period. 
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FINANCIAL MARKETS Seoul surged by 10.6%, with Samsung doing pacila well. Hong 
Kong cheered strong economic-growth figures, recording a 6.6% rise on the week. But Kuala 
Lumpur lost 4.0%. Soaring oil prices helped Moscow to notch up gains of 9.3%. Mexico city was 
up by 8.9%, after Moody’s lifted Mexico to an investment-grade rating. 
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Thanks to a well-considered strategy of 
expansion and diversification, ABX LOGISTICS is 
now one of the 10 most important logistics 
providers in the world. That systematic growth 
is characteristic of ABX LOGISTICS’ policy to 
build a reliable and efficient worldwide part- 
nership with all its customers, tirelessly and 
brick by brick. That strategy is 
now bearing fruit. The solid 
structure, the many-branched 
network and extremely high 
quality standards in the field 
of EDI technical innovations 
enjoy an incontestable reputation 


among ABX LOGISTICS customers all over the 
world. The concept of one-stop-shopping 
saves our customers a lot of time, energy 
and thus money. ABX LOGISTICS unites the 
best under one roof in the field of air & sea, 
logistics and road services, always a step 
ahead of the developments in the world of 
transport and logistics. With great 
enthusiasm and far-reaching 
ambition we are building the 
strongest and most reliable 
logistic network in the world. 
Together with our partners, 
with our customers, with you. 


ABX LOGISTICS AND YOU. MULTIPLYING FORCES. 


www.abxlogistics.com 








www.allianz.com 


Wherever you are. Whatever 
you do. The Allianz Group 
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CES Fa assets of life insurance policy holders. This, together 


is always on your side. 


For over 75 years we have successfully managed the 


with the close cooperation of our global partners and 
* the experience of our asset management team leads to 
improved long-term investment performance. It’s no 
wonder then, that we were recently awarded the pres- 
tigious Standard & Poor’s AAA rating. Maybe that’s why 
we insure more Fortune 500 companies worldwide 


than anyone else. Allianz. The Power On Your Side. 


PTE ACL), 





THE WORKING CLASS NEVERTIAD IT SO GOOD 


after a hard day's Wark ¢ 

enjoying the delights of our leg@ad 

Royal Orchid Service. From the linear 

comfort of our reclining seats, you can sample the 
wines, exotic cuisine and engaging inflight entertain 

that have elevated our Royal Executive 
into a class of its own. Add to that the gengr 
rewards and exclusive status from Asia's best fiq 
flyer programme and you'll soon see why ph 
the workers of the world are now the ppvilegédel 


hai 


Thai Airways intemal 





INSLUMP OR 
RECOVERY? 


pages 75-78 


Za 
A 


Zz 
a 
qZ 
¥Z 


A 


pal 


NYI 
= 


ANH 


iS 


ee 
—7————S==_ZZ 


k 


iN 
;_— 


WÑ 





N 2 
mA 









{ 








LETTERS 
4 On Colombia, Cyanamid, ideology, 
Mozambique, toilet paper 


LEADERS 
17 The world’s most dangerous place 
8 Winning Kosovo's peace 
19 The Elgin marbles 

:39 Chairmen and bosses 
. 20 Subsidies in the air 
22 In-gene-uous 


$ 


| 


SPECIAL 


23 India and Pakistan: preparing for an 
American visitor 


NEWS SUMMARIES 
| 26 Politics this week 
27. Business this week 


ASIA 
29 South Korea’s presidential problem 
30 Postcard from North Korea 
30 Indonesia’s smog returns 
31 Sri Lanka’s street battle 
31 Kazakhstan’s links with Russia 
32 Elephants banned in Bangkok 


UNITED STATES 
33 The strike in Seattle 
< 34. The battle for the South 
35 Primary colour 
35 The truth about the elderly 
36 America’s mother-road 
38 Lexington: Revenge 








| THE AMERICAS 
“| 43 Violence in Colombia 


| 44 Brazil’s wages row 
45 Cuba’s newcrackdown on dissent 
INTERNATIONAL 
47. Madagascar’s cyclones and floods 
48 ‘Political violence in Iran 
48 Morocco’s Islamist resurgence 
50 Achange of heart in Angola... 





50 ...and the naming of unrta’s friends 


PRE ECONOMIST [8 AVAILABLE ON TNE INTERNET BY [OPM LONDON TIME ON 
BANGKOK BEING BEIRUT BERLEN BRUSSELS DELHI EDINBURGH PRANKFURT HONG KONG JGHANNESAURG LOSANGELES MEXICOCITY At 


2S ST JAMES'S STREET ® LONDON SWIA ING © TELI $4.20 7830 TODO © EAN: 44.25 7839 2948/4 








44 Ecuador movescloser tothe dollar ` 




















ON THE COVER 
Bill Clinton, who will visit India. and Pak- 
istan next week, will find it hard to ease ten- 


sions between those two edgy nuclear pow- | 


ers and could even make things worse: 
leader, page 17; relations with America, and 
the rift over Kashmir, pages 23-25 
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Colombia's drug war 


Str—The war against cocaine was 
a principal preoccupation while | 
was British ambassador to Co- 
lombia in 1990-94. I agree that the 
price paid by Latin American 
countries in their efforts to reduce 
cocaine supply has been appall- 
ingly high and the results deeply 
disappointing (“A muddle in the 
jungle”, March qth). 

Our hopes a decade ago that 
newly launched international co- 
operation would stem the flow of 
drugs have proved unfounded. 
The plan was simultaneously to 
disrupt production, trafficking 
and money laundering while try- 
ing to reduce demand. Thousands 
of lives have been lost and many 
battles have been won, largely in 
producer countries, but drugs still 
reach the consumer. The biggest 
single failure has been to curb de- 
~ mand, It really is time to consider 
alternatives. 

In the meantime, Colombia 
will continue to need help with 
the internal conflict that has been 
fuelled by the drug war. The inter- 
national community should sup- 
port President Andres Pastrana’s 
efforts to make peace with the 
FARC guerrillas. Progress is being 
made but Colombia needs assis- 
tance with crop-substitution and 
job-creation programmes. The ju- 
diciary and the security forces 
also need strengthening. I see no 
reason to believe that the Colom- 
bian army would not respond as 
well to international co-operation 
as the police have over the last 
decade. Given the close co-opera- 
tion between Britain and Colom- 
bia in the drug war, I hope that 
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the British government: will) be 
equally supportive to the peace 
process. 
London 


Sir KEITH Morris 


Sin—Colombia is a country at 
war. The association of the FARC 
guerrillas with drugs gives them a 
fantastic source of funding now 
that their old friends on the left 
are broke. The rarc have no rea- 
son to talk peace; being the big 
guy in the bush is better than be- 
ing a badly paid politician in Bo- 
gota with the constant threat of a 
death squad taking off your head. 

The army cannot fight the war 
without the right equipment and 
it is important to see the Ameri- 
cans coming up with the goods. 
The army may not be able to win 
the war but they may put enough 
heat on the rarc to bring them to 
negotiations. The aid to Colombia 
is old-fashioned American assis- 
tance to wipe out a force that has 
no place in the modern world. 
Cuernavaca, 


Mexico ROGER Mew 


Sır— hope you are right that Co- 
lombia “is not Vietnam, nor will it 
become so.” But is it possible you 
are underestimating the capacity 
of the American people to allow 
or even encourage their gov- 
ernment to do stupid things? In 
1961, when I was a young army of- 
ficer, we had an unknown num- 
ber of military advisers and civil- 
ian consultants (cia agents) in 
Vietnam. Within months, Presi- 
dent Kennedy committed major 
military forces in an open war to 
“stop communism”, 
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Joday the American people 
want to “stop drugs” rather than 
accept that while Americans buy 
drugs people will produce them 
somewhere. But it is more com- 
fortable for Americans to believe 
that the drug problem is a Colom- 
bian problem. 

Cincinnati ROBERT MANLEY 
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Judgment, not luck 


Sır--Serendipity has value some- 
times, but it is unfair to attribute 
outstanding research results to 
serendipity when it is not true. 
The story about a fire and charred 
test tubes leading to Cyanamid’s 
highly successful family of herbi- 
cides is false (“Pfizer’s prize”, Feb- 
ruary 12th). 


CHUCK AUSTIN 


Intolerant ideologies 


Sir—Throughout your article on 
Scottish politics (“How liberal?”, 
February 26th) you imply a posi- 
tive correlation between left- 
wingism and tolerance per se. If 
you provide empirical evidence 
for such a connection | will revise 
my long-held opinion that ideo- 
logical politics and tolerance are 
antithetical. 


Manila WILLIAM MCKINNEY 


Dangerous aid 


Sir—It would now be dangerous 
to advocate a massive and unco- 
ordinated mobilisation of aid to 
the devastated areas in Mozam- 
bique (“Mozambique’s misery”, 
March 4th). Except around the 
capital, the provinces affected are 
poor, over-populated, and prone 
to recurrent droughts and cy- 
clones. Part of the long-term sol- 
ution is to promote sustainable 
livelihoods; but opportunities are 
limited and so it is equally impor- 
tant to attract people away to 
more productive and safer parts 
of the country. 

Because it is easier than ad- 
dressing the underlying problem, 
it is often tempting to prolong 
food aid and other relief mea- 
sures beyond the limits of a 
humanitarian crisis. Providing ex- 
cessive and non-sustainable re- 








of aid-dependency in a region 
that was finally beginning to 
break free from it. It will also en- 
courage the population to remain 
in place, and may even attract 
others to the area, leaving them all 
vulnerable to the next natural di- 
saster, which is as likely to be a se- 
vere drought as further flooding. 

NICHOLAS FREELAND 


Eversley, JOHN LYNTON-EVANS 
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The bottom line 


Sir—American shoppers may 
pay only one-fifth the price for 
“bog-standard” toilet rolls (“Go- 
ing soft”, March 4th), but I can as- 
sure you from experience that it is 
not because of any discernible su- 
periority of British toilet paper. 
Even worse, at the high-priced 
supposedly luxurious end of the 
market, | have found that British 
toilet paper is quite inferior to 
top-shelf American brands. 

The British are treated to a 
rainbow of colours. This results in 
low production levels of individ- 
ual dye lots and associated higher 
unit costs. The rest of the price 
difference is accounted for by the 
psychological impact of a higher 
price on a typical British buyer 
who would mistake nought-grade 
sandpaper for luxury as long as it 
were priced high enough or of- 
fered in a variety of colours. 
New York James SATLOFF 


Sir-~As a Brit who has lived 
abroad for many years, I am de- 
lighted. to read that “British 
bums” now demand the softest 
toilet paper. I grew up with cold, 
hard, shiny Bronco, which 
Charles Thayer, a former head of 
Voice of America, once cited. as 
proof positive of British masoch- 
ism. But a nagging question re- 
mains. Would we have lost the 
empire if we had not gone soft? 
HUMPHREY TAYLOR 
Chairman 


New York The Harris Poll 


Sır—To the extent that softer and 
more luxurious toilet paper is 
now the norm, it can be seen as a 
shining success story in the evolu- 
tion of consumer rights in Britain. 
Midlothian, 
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to Results 


KANTOR is a leading Greek management 
consultancy with strong international presence. 
Our clients include transnational organisations, 

“Such as the CEC, the World Bank, and the 
EBRD, as well as Governments, Investment 
“Banks, state-owned enterprises and private 
companies, KANTOR was the first consultancy 
in Greece to be certified to ISO 9001. 


ASSOCIATE SENIOR CONSULTANTS 

We are seeking highly qualified professionals to 

support our growth by tackling current and 
` upcoming challenging assignments. 


Team Leaders and PIU Managers-Middle East 

s strategic planning, management of change in 
public sector institutions 

‘eintrastructure sector liberalisation and 
privatisation (transport, utilities, telecom, water) 

*development and negotiation of financing 
schemes for large infrastructure projects 

management of large scale construction 
programmes 

> SME policy design and implementation 

‘Vocational training and HRD 


Ideal candidates should have more than 10 
years of consulting experience with interna- 
tional donors, with at least 7 years of senior 
level experience in major public and/or private 
sector financed large-scale infrastructure & 
development programmes. 
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Ms Sabi Khan, Personnel Administrator 


12 Farringdon Road, London ECIM 3HS 


£40-55k + benefits « Central London 


Move toa position of influence! Join Ovum and be part of Europe's 
largest independent adviser in-telecoms and IT. 


We need consultants to manage strategic consultancy studies and lead 
industry research projects in our telecoms business strategy and 
regulation area, Our projects range from devising a regulatory framework 
for a government, reviewing an incumbent operator's corporate strategy 
to providing detailed advice on a range of interconnect issues. 


Since graduating, you will have gained substantial experience of the 
telecoms industry. In recent years the focus will have been on telecoms 
regulation/policy possibly through working for an operator, regulator, 


You have excellent project management skills with the flexibility to 
work both collaboratively and on your own, and to juggle a number of 
projects with tight deadlines. You are able to convey ideas well verbally 
and in writing, and have the authority to impress our clients. 


Ovum has over 230 staff worldwide and is growing rapidly and 
profitably, We offer an excellent career path, and a highly professional 
yet informal working environment. To find out more about us and our 
career opportunities take a look at our web site. 


“if you want the opportunity to make a difference to your industry 


Ovim 


Particular experience in the area, especially in 
Egypt, Lebanon, Jordan, or Syria would be a 
strong asset. Extensive traveling and long stays 
in the Middle East are an integral part of the job, 


Monitoring and Evaluation of TA Projects 

natural resources (agricutture, forestry, fisheries) 

einfrastructure (transport, communications, 
energy} 

e social (education, health, water supply) 

*environmental, rural development, good 
govemance and democratisation. 


Short-term, as well as long-term positions in 
developing countries are available. ideal 
candidates should have a proven track-record 
in managing and implementing technical 
assistance projects, including logical frame- 
work, indicators and in monitoring and evalua- 
ting of development programmes. 


Particular related experience in countries, such 
as those of the ex-Soviet Union, Central and 
Eastern Europe, the Mediterranean, Africa, Asia 
and Latin America is a prerequisite. 


We are offering an attractive remuneration 
package and certain side benefits. If you are 
mobile, resourceful and commitied to results 
do not hesitate to apply. 


KANTOR Management Consultants S.A. 
4, Vas. Sofias Ave, 106 74 Athens, Greece 
tel: + 301 7297500 
fax: + 301 7249528 G 
e-mail; tsv@kantor.gr 
http: www.kantor.gr 
ref: OGC/TSV 


ISD BGS Ag Mie 04I. 
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Whether it’s electric utility restructuring, intellectu 
property disputes or environmental regulation 
issues, PHB Hagler Bailly is powered by inten 
focused professionals with initiative, intelle¢ 
excellence and commitment to the challenge: 
our industry. As one of the most respected-advi 
to corporations and governments worldwid 
are a leading global provider of managen 
consulting services, specializing in the energ 
network. and environmental industries. 































t PHB Hagler Bailly, you'll have a front-row seat 
a world in. transition, where you’ll be exposed to 
vast range of provocative issues and challenges, 
and play an. integral role in the projects you're: 
involved: in. We now seek progressive-minded, 
creatively focused individuals with a disciplined 
approach and keen business sense to join. oi 
esteemed organization. Positions are available at 
many of our worldwide offices includi 
Washington, DC, London and Paris. 


CONSULTANTS 


You will provide economic and management 
consulting services to clients in conjunction with 
senior members of the firm. You will be involved in 
Ul phases of designated projects from research and 
design to implementation of quantitative model 
sa valued: member of our team, you will mi 
mmediate analytical contributions, then progrè 
to increasing levels of project conceptualization 
“and client relationship management. Qualifications 
include an advanced degree in business, finance; 
economics, law or related field with upper-level 
academic ranking, strong analytical and quantitatiy 
skills, and PC proficiency. 


PRACTICE LEADERS 


We seek senior-level project management 

professionals with experience in a client-service 
firm and one of the following industries: electricit 

atural gas, energy distribution, telecommunications 
and IT systems. Qualified candidates will have 
Operational experience at the Principal or Vic 
President level with a proven. track-record in 
leveloping and managing chent relationships, and: 
xpertise in one or more of the following: ris 
management, merger and acquisition integration! 
divestiture; economic, strategic or regulatory/legal- 
restructuring and deregulation; asset management; 
or supply chain/retail resouree management. 
























































































If you're ready to set the course for your future, we 
invite you to join us at PHB Hagler Bailly. To: 
become part of our world-class organization, pleas 
forward your resume with cover letter, indicating 
position and location of interest, to: Robert: 
Proctor, Director of Staifing, PHB Hagle 
Bailly, 515 South Figueroa Street, Suite 1500; 
Los Angeles, CA 90071-3332; or E-mail: 
rproctor @ haglerbailly.com. 


Cwww.haglerbailly.com ) 


PHB Hagler Bailly is committed to extending opportunities 
for employment and advancement co qualified applicants on: 
an equal basis, regardless of an individual's age, race, color, | 
gender, sexual orientation, religion, national origin, matita 
~slatus. disability, or veteran status. 

































Attractive Compensation rae a Hong Kong 
and Benefits HONG KONG AIRPORT AUTHORITY Mies 





Chief Executive Officer _ 


The Airport Authority is a statutory organization wholly owned by the Hong Kong Special Administrative Region 
Government. its purpose is to develop, finance, operate and maintain Hong Kong International Airport. The Airport is a 
community asset with an ultimate design capacity of 87 million passengers and 9 million tonnes of cargo. The Authority is 
required to operate on prudent commercial principles and maintain the Airport as an international and regional aviation hub. 


THE ROLE THE QUALIFICATIONS 


® Direct and oversee the smooth functioning of the airport and related W Several years’ experience in the management of a 
infrastructure, including crisis management. Ensure that the airport successful commercial enterprise/public organization 
facilities are operated with the highest levels of efficiency and comply focused on meeting the needs of the consumer, such 
with various safety, security and environmental- guidelines. as a high growth airport facility, public utility, hotel 
Represent the airport to current and potential customers, Government and commercial complex, tourist attraction, etc. 
and executives at various levels, suppliers, partners, local community Experience in dealing at senior levels with government, 
groups and the public so as to increase its visibility and establish solid regulatory and community groups. Understands the 
institutional relationships. political process, especially in Hong Kong. 


Prepare, submit and recommend to the Board both the long-term Proven record in managing profit and loss targets in 
strategic plan and annual business plans, meeting specific revenue, a commercially oriented environment; experience in 
profit and return on investment objectives. Direct and oversee the managing significant capital expansion programs. 
development of commercial, property and aviation-related businesses. 


_ REA DONC ALINE AAI SE SANS EERIE R OT AOE RIDA AD AIEEE SAS IEE 
Tel: (852) 2521 8373 Please reply enclosing full details to: 


+ 
y ' v Selector Pacific, Ref. 66083, 
-Fac (852) 2810 5246 | HTS CLARO Mm LATET Selector Pacific Ref, 96083, 
Email; selectorhon@spencerstuart.com a aoe te Pe 17/F, Bank of East Asia Building 


Spencer Stuart 10 Des Voeux Road, Central, Hong Kong 


VP - Human Resources 
c£100,000 + benefits Europe 


Headquartered in the US, our client is a Fortune 500 company with sales offices in 59 countries and a turnover 
exceeding $9 billion. This is an electronics distribution business, which markets, inventories and adds value to the 
products of the most prestigious manufacturers worldwide. 


The European operation, employing over 2,000 people with sales of $2 billion, has grown dramatically through recent 
and extensive acquisitions. The challenge facing the new Vice President of Human Resources is to lead the integration 
of this newly amalgamated group of companies intoa single dynamic entity with high productivity, commitment and 
morale. He or she must also organise a new Pan European HR team and move it quickly to best practice. 


Electronics distribution is an extremely fast-moving and complex business. Whilst previous experience in this 
industry is not essential, you will definitely need a breadth of European HR experience in a fast moving and tough 
business environment and have high levels of mental agility, flexibility and perseverance. 


You will probably have a degree, speak more than one European language and have excellent interpersonal skills 
although ability to deliver is what really counts. 


If you feel you can rise to this challenge, please send your CV, in complete confidence, to Andrew West, as advisor 
to the company, at: 


Associates Business Psychologists in Search and Selection 


11 Berkeley Street, London WIX 6BU. Fax; 020 7355 5052. e-mail: andrewwest_ad@hotmail.com 
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EXECUTIVE FOCUS 








[i Strategy Consulting & Business 
c. £60k plus benefits, Cambridge — 


The role: 
~ Provide strategic, commercial, financial and business planning/modelling 
~ Create and operate complex spreadsheet business models ; 
~ Model and analyse new market entry strategies/ opportunities 
= Evaluate market and competitor data 

= The opportunity to be involved in marketing, developing new client contacts 
~ Develop significant expertise in our core areas, continue your own professio 
~ Participate fully in our growth, taking on management responsibilities 


The qualifications: 

~ Ideally at least five years experience in a telecoms related industry 
~ First class academic qualifications, probably though not necessarily an MBA 
~ Real experience of investment analysis in hi-tech and commercially complicat 
= Outstanding analytical, financial and commercial skills and entrepreneurial a 
~ Excellent client facing skills and a demonstrable portfolio of top-level report writin 

business modelling experience 
= The ability to both appreciate ‘the big picture’ and follow through on attention 





We offer a highly competitive package (pension, share options, bonuses and relocation’ 
and a lifestyle which does not involve permanently living out of a suitcase. 


Please email or send your CV to Jonathan Cook, Albera Networks, 
St John’s Innovation Centre, Cambridge CB4 OWS = j.cook@albera.com www. alberi 








networks 





Logica Consulting 























Logica Consulting is the fully independent management consulting arm of Logica ple. We operate throughout Europe focusing on three rapidly changing industry 


sectors: telecommunications & media, financial services, and energy & utilities, 





Logica Consulting is expanding its regulatory and strategic 
consultancy capacity. We are looking for people to help us 
assist our clients in all aspects of regulation, 
interconnection and business strategy & planning, from 
idea conception through to implementation. 


Senior consultants (Ref: SCRG1) 
Logica Consulting is interested in speaking to senior 
people who have skills and experience in the following 
areas: 
E-business strategies 
Economic and business modeling 
Regulatory strategy and planning 
Telecommunications and competition law 
Mobile data and international roaming 
Cost allocation analysis and modeling 
Interconnection regulation and implementation 
Licensing and auctioning 


Business analysts (Ref: BARG2) 

We would also like to speak to bright graduates who have 
a good university degree (preferably social sciences), 
analytical skills, experience working with Excel, Word and 
PowerPoint and a minimum of two years experience in a 
business environment. Fluency in spoken and written 
English is essential and fluency in at least one other 
European language is highly desirable. 





Senior Consultants 


for 
Telecommunications Regulatory and Strategic Business Planning 


based in Bonn, Brussels, London, Milan, Utrecht or Zurich 


Our clients are spread across Europe and include 
traditional telecom operators (fixed and mobile), new 
entrants in both voice and data markets, ISPs, E- 
businesses, regulators and che European Commission. 


We offer a dynamic international and multicultural 
environment. Strong teamwork is core to our 
organisational culture and we offer che possibility for 
individuals to develop rapidly. We offer competitive 
remuneration packages. 








If you are interested in being a part of our fast growing 
Business Regulatory and Strategy practice, please send ús 
your resume in English before 15 April, 2000 staring 
which office location you are interested in and quoting t 
relevant reference number. Letters should be addressed t 


Rachel Miller 

Logica Consulting 

Waterman House 

41 Kingsway 

London WC2B 6TP 

United Kingdom 

millerr@logica.com 

All applications will be treated in strictest confidence. 


www.logica.com/consulting 
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McKinsey & Company 






Information Specialists 
and Research Analysts 


European Telecommunications Practice 


London / Paris / Madrid / Diisseldorf / Stockholm / Milan 


McKinsey is a leading international management 
consultancy with over 80 offices in 38 countries. We 
provide wide-ranging advice on strategic, organisational, 
Operational and technical issues to leaders of many of the 
world's major companies. 


The provision of up-to-the-minute market intelligence is 

--¢rucial to our continuing success. In-depth research and 
creative analysis play a key role in maintaining our 
knowledge of current and future developments across the 
telecommunications spectrum. Our pan-European team of 
Research and Information professionals provides vital 
support to telecommunications consulting teams serving 
our clients in this high growth industry. 


You will be working with a unique network of knowledge 
professionals and consultants throughout Europe. Your 
role of providing information and insights on the dynamic, 
fast-changing telecommunications market will give you 
an outstanding opportunity to develop intellectually 

and professionally. 


Information Specialists 

You will have a passion for seeking out targeted, quality 
information and synthesising it into highly usable 
intelligence. Your main responsibilities will be to: 


* conduct research and retrieve information from internal as well 
as external sources and databases, working to tight deadlines 


* deliver targeted and synthesised responses to consultant 
teams’ information requests 


* create and maintain information packs on key industry sectors 


* take an active and ongoing role to increase the efficiency 
with which information and knowledge are shared. 


You will have one or two years’ work experience, ideally 
within information gathering, retrieval, assimilation and 
dissemination. Telecommunications experience is not 
necessary but would be advantageous. 


Research Analysts 


You will draw on your telecommunications expertise and 
substantial research experience to provide the practice 
with industry knowledge and insights, and to: 


+ deliver market, technology and company analyses to 
consultant teams 


* work closely with consulting teams throughout client 
engagements 


* be actively involved in building and refining the 
knowledge base of the practice, as well as the 
development of knowledge transfer products 


e take an active role in the group’s continual growth and 
development as a key member of the pan-European 
research organisation. 


You will have at least three years’ telecommunications 
industry experience in, for example, product or service 
development or research. 


Both Information Specialists and Research Analysts will 
have outstanding academic results, high analytical and 
problem-solving aptitude and strong communication skills, 
verbal and written, with fluent English. You will be driven by 
the desire to continually increase and refine your 
knowledge capabilities and seek to work with like-minded ` 
professionals in a dynamic environment. 


McKinsey offers a competitive salary which is backed 

by excellent company benefits. To apply, please send 

your CV/contact our advising consultant, Grace Ellams, 

on ge@ellams-thomas.com Direct line: +44 (0)207 546 8610. 
Fax: +44 (0)207 546 8611. Ellams Thomas International, 

10 Stratton Street, Mayfair, London W1X 5FD, UK. 


You can find out more about McKinsey & Company at 
www.mekinsey.com 
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Infrastructure Group _ 


European Bank 


for Reconstruction and Development 


The European Bank for 
Reconstruction and Development 
has a unique challenge: to 

the countries of central and 
eastern Europe and the CIS 

in their transition to market 


economies. 


Through its investments the i 

EBRD promotes private sector “in this sector is provided directly i ilitie itilitieg 
activity, the strengthening of private operators, on the basis of their cr trength without 
financial institutions and legal EC DENT guaranties, 
systems, and the development 

of the infrastructure needed 

to support the private sector. 

Ir applies sound banking 

principles in all of its operations, 

and promotes environmentally 

sound and sustainable 


development. 


Within the Banking Department, 
the Infrastructure Group is 
responsible for the preparation, 
appraisal, structuring and 
implementation of infrastructure 
financing. The Group is subdivided 
into four teams including the 
Municipal and Environmental 
Infrastructure (MEI) Team. 


in the Infrastructure Group, the 
MEI team is resp ble for the 
development and implementation 
of EBRD's investment financing 
in municipal and environmental 


infrastructure. 


Besides a competitive 
compensation package, we offer 
action and achievement in a truly 


historic enterprise. 
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MARKETING MANAGER 


Executive Development Programmes 


Cranfield School of Management is one of the leading business 
schools in Europe with a growing international reputation for 
its distinctive approach to management development. Firmly 
underpinned by relevant and practical research, the School 
provides a range of services which aim to transform world class 
management expertise into practical learning which will 
contribute positively to the lives of the managers with whom 
we work. 

The School offers a wide and dynamic portfolio of open 
and tailored executive development programmes and 
conferences designed to help individuals and organisations 
to meet their personal and corporate objectives. 

The Marketing Manager, Executive Development Programmes 
is a key role within the organisation, providing focus and 






- Cranfield 


School of Management 


You will need appropriate management experience, together 
with relevant qualifications. Experience of marketing in a 
business to business environment managing a broad portfolio of 
professional services would be ideal. A knowledge of customer 
databases and experience of relationship marketing would be 
an advantage. You will have excellent written and verbal 
communication skills, enjoy intellectual challenge and have the 
drive and enthusiasm to help the School achieve its goal of 
becoming a truly international brand. 

In return we offer a competitive salary, excellent pension 
scheme and generous holiday entitlement. 

Informal and confidential enquiries can be addressed 
to Gill Marshall, Corporate Communications Director, 
telephone +44 (0)1234 754401. 





UNIVERSITY 


leadership for a professional team responsible for the 
development and marketing of this major area of the School's 
© business. You will have wide ranging responsibility for 
¿u planning and implementing the marketing strategy for the 
School’s Executive Development Programmes and will also be 
_ instrumental in shaping the future of the product portfolio. 



















For further information and an application form, please contact 
the Personnel Department on +44 (0)1234 754576 or email 
k.dwan@cranfield.ac.uk or see our website 
www.cranfield.ac.uk/som/jobs Please quote ref: G/0009. 


Closing date for receipt of applications: Friday 31st March 2000. 


CRANFIELD MANAGEMENT DEVELOPMENT LIMITED 


m 


MO 
INTERNATIONAL MARITIME ORGANIZATION 





reports; supervise, monitor and guide relevant international 
consultants and national professionals; liaise with relevant officials 
within the Implementing and Executing Agencies; represent the 
Programme and Executing Agency at conferences, seminars, 
meetings and similar events in the region. 


Position as Senior Programme Officer for 
integrated Coastal Management (ICM) 
Programme/Policy, Manila, Philippines 


Qualifications required: 

The suitable candidate will require an appropriate balance of 
management and technical skills, shared vision, knowledge of the 
region, experience with multidisciplinary projects, good 
communication and interpersonal skills as well as demonstrated 
experience in integrated coastal management and marine affairs. 
Familiarity with the structure and operations of the United Nations 
System. Relevant qualifications shall include at least a Master's 
degree in ICM, Marine Affairs or relevant field, with specialisation 
in marine policy and management (candidates with Ph.D. will be 
considered favourably). At least 10. years professional experience, 
preferably in the area of coastal and marine management in East 
Asia; understanding and sensitivity to diverse cultures of the East 
Asian region. Excellent knowledge of spoken and written English 
and a working knowledge of one of the major: languages of the 
region would be an asset. Suitable candidates from the region will 
be given priority consideration. z 


Starting salary in the region of US$52,503. and US$66,753 flax free) 
depending of qualifications and experience, plus cost of living 
allowance. Other benefits include six weeks of annual leave. 


The International Maritime Organization (IMO) is a specialized 
Agency of the United Nations dealing with all matters related to the 
safety of life at sea and with the prevention of pollution from ships. 




















Applications are invited from suitably qualified candidates for a 
challenging position with the GEF/UNDP/IMO Programme on 
Building Partnerships for Environmental Protection and 
Management of the East Asian Seas, based in Manila, Philippines. 
The incumbent will work under the direction of the Regional 
Programme Director and will be responsible for the development 
and management of ICM demonstration sites in the East Asian Seas 
region, build partnerships with various stakeholders, including 
multilateral and bilateral agencies, financial institutions, local and 
national governments, the private sector, non-government and 
community-based organizations, ete; provide technical assistance 
to the ICM sites including parallel sites; assist with the 
development and implementation of training activities; develop 
relevant project activities; prepare financial progress and technical 















Applications should be made on IMO personal history form (access through www.imo.org/IMO Vacancies) or a detailed 
curriculum vitae and sent to Head, Personnel Section, IMO, 4 Albert Embankment, London SEI 7SR. Fax: 44 020 75873210; 
email: aardila@imo.org not later than 7 April 2000. 


THE ECONOMIST. MARCH 18TH 2000 


BANK OF BOTSWANA 


ADVISOR ON RESERVE MANAGEMENT 
INTERNATIONAL DEPARTMENT = 


Applicati ns are invited for the post of Advisor in the International Department of the Bank of 

. This is a senior position in one of Southern Africa’s dynamic and financially sound 
countries. The successful applicant can look forward to a challenging assignment in a very professional : 
environment. 


The International Department is responsible for advising the Governor on the general strategy | of the 
investment of Botswana’s foreign exchange reserves amounting to approximately USD 6 billion. It also 
advises the Bank’s Investment Committee on the day to day implementation of that strategy and 
executes any subsequent directives therefrom. The Department’ s responsibilities include managing thi 
interest rate policy through open market operations by issuing central bank paper. The Department i is 
also responsible for implementing the Bank’s exchange rate policy and for satisfying the demands of 
the commercial banking sector for foreign exchange. Furthermore, it is also responsible for satisfying. 
the foreign exchange requirements of the Bank’s other customers. The execution of foreign exchange 
payments for the Government is also vested in the International Department. 


The growing responsibilities of the International Department have necessitated the appointment of an 
advisor with extensive experience in policy formulation and management of fixed income portfolios. In : 
addition to money market instruments and bonds, the portfolio contains equity investments as part of | 
the long-term fund (Pula Fund). The candidate must have experience in monitoring multiple fun 

managers and portfolios of global fixed income and equity mandates. One of the critical responsibilitie: i: 
of the candidate will be to conduct and manage the training of citizen staff in related areas, viz. trading - 
in foreign exchange, money market instruments and bonds, asset allocation, benchmarking, etc. 


Qualifications ; 
The right candidate for the post must have Masters Degree in Economics, Finance or Statistics with 

relevant professional experience as well as extensive practical knowledge of international market. 
operations and banking. A thorough understanding of dealing i in financial markets, particularly foreign : 
exchange, securities and money market instruments is essential. A proven familiarity with overseas. 
instrument environment is a necessity. The suitable candidate should possess strong leadership skills, be- 
mature, able to motivate staff to reach their full potential and should display management skills ofa 
high order. 


Remuneration a 
The Bank is willing to meet all reasonable costs involved in filling this post on an internationally 
competitive basis. Details of full compensation package will be negotiated but will include gratuity and. 
life assurance contributions, contributory medical aid and motor vehicle purchase scheme as well as 
relocation costs. 


Comprehensive written applications should be forwarded by March 31, 2000 to:- 
The Director, Human Resources Department 
Bank of Botswana, Private Bag 154, Gaborone 
BOTSWANA, SOUTHERN AFRICA. 
Telephone (267) 360-6372 Fax (267) 301-100 
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New York University 
Villa La Pietra 


New York University seeks applications for two senior positions at 

Villa La Pietra in Florence, Italy, Villa La Pietra is a 57-acre estate 

of five substantial villas encircling a Beautiful Tuscan landscape. 
‘The estate houses a significant art and literary collection, 

historically important gardens and an established study abroad 
program, NYU in Florence, hosting 600 students each academic 
| year. The University is searching for a Director of La Pietra and a 

‘Director, NYU in Florence. Both Directors will report to the 
Special Assistant to the President and Dean and work closely with 
a committee of senior NYU administrators. It is essential that the 
‘Directors work collaboratively to ensure all activities are planned 
and executed in the best interests of New York University. 
Positions are anticipated to be filled in June. 


“Director of La Pietra 
~The Director will have primary responsibility for representing New 
York University in the Florentine community and in Italy, for 
coordinating special events and conferences and for development 
activities. The Director will have oversight of Villa Acton and its 
daily activities and coordinate restoration and conservation 
“activities of buildings, gardens, art and literary collections. The 
“successful candidate will possess the sensitivity to maintain and 
‘preserve the aesthetic integrity of a major Florentine property, 
nhance community relations in Florence, in Italy and abroad and 
have an understanding of American institutions of higher 
education. 
Applicants should possess senior level management experience 
with strong public relations and development responsibility, 
preferably in a large complex organization with diverse 
constituents. An understanding of facilities management and 
security is also required. Fluency in Italian and English is essential, 
‘as is an extensive working knowledge of business and culture in 
dtaly. Knowledge of New York University, the Florentine 
‘community and a graduate degree is preferred. Knowledge of 
house and estate museums is desirable. The ability to work 
collaboratively is very important. 


Director, NYU in Florence 
The Director will have primary responsibility for the oversight of 
the academic and residential life program for NYU in Florence 
including the maintenance and efficient operation of one 
Classroom villa, two villas used as dormitories and off campus 
‘housing for students and faculty. The Director will be responsible 
for curriculum development, faculty relations, and scholarly 
initiatives. The Director will be supported by a team of 
dministrative staff managing academic and student life activities. 
Applicants should possess senior level academic administrative 
experience, including strong supervisory skills, an understanding 
of academic facilities management and security, and the issues 
and concerns of undergraduates. A Ph.D. and teaching experience 
at a U.S, undergraduate institution is required. Fluency in Italian 
and experience as an academic chair is preferred. The ability to 
work collaboratively is very important. 


Nominations are welcome. Letters of application and resumes 
should be mailed by April 7 to: 


Search Committee-Villa La Pietra 
Office of the Dean, 
School of Continuing & Professional Studies 
25 W. Forth Street, Room 206 
New York, N.Y. 10012 


INTERNATIONAL DEVELOPMENT CONSULTANTS 


DevTech is a Washington, DC-based international consulting firm specializing in 
economics, education, the environment and women in development. We are currently 
seeking senior consultants with 10+ years of experience, particularly in Asia, A 
background in domestic consulting with professional services firms, plus international 
work is highly desirable. Academics with applied research and country experience are 
also welcome. We are interested in individuals specializing in the following fields for 
short- or long-term consulting assignments: 


Economics: Public finance, money/banking, macroeconomics, trade, competitive 
analysis, labor, social security, population and health. 


Government Financial Management: Government accounting, budgeting, treasury 
and information technology. 


international Trade: Trade policy (economics), customs operations, WTO compliance, 
export or trade promotion and trade law. 


Pension/Social Security: Social security operations and management, retirement 
and pension plans, portfolio management, actuarial services, legal and legislative 
advisory and other social protections, 


Applied Statistics: National accounts, statistical analysis, survey design, execution 
and management and demography. Senior-level experience with national statistical 
organizations is desirable, 


Education/Training: Basic, vocational, secondary, curriculum design, needs 
assessment, workshop design and delivery and education financing. 


Environment: Environmental policy, industrial and hazardous waste management, 
coastal resource management, natural resource management, forestry, remote sensing 
and implementation of ISO 14000. 


Women in Development (WID): Gender analysis of policy reform, democracy and 
governance, administration of justice, natural resource management, basic education 
and poverty reduction. 


For each field listed above, we are especially interested in consultants who have specific 
experience in POVERTY REDUCTION-RELATED projects or academic studies, 


Pigase send your resume to DevTech, Recruitment, 1629 K Street, NW, Suite 1000, 
Washington, DC 20006; FAX:(202) 296-4884; e-mail: ade ae 


E-mail resume submission is encouraged. 
No telephone calls, please. 
EOE, M/F/D/V. 


E- 


The Economist 
Intelligence Unit 


The Thought Leadership Services division of the Economist Intelligence Unit (EIU) 
develops leading edge research in co-operation with the world’s foremost 
consultancies, financial services and technology firms, We enable service providers to 
leverage their expertise through surveys, in-depth interview programmes and 
interactive panels with select groups of senior executives. As a division of the EIU, 
Thought Leadership Services is able to extend global visibility through a variety of 
worldwide marketing and distribution channels, 


Business Development Manager 

The TLS division is currently seeking to fill the position of Business Development 
Manager. The focus of this position is to develop new business that meets the 
standards of the TLS division for scope, quality, feasibility and profitability, The key 
elements of this role will be to identify and qualify sponsor prospects. You will work 
closely with sponsors to customise the programme offering, negotiate and prepare 
proposals and close sales to meet budget targets. You will also work with the sponsor 
to recruit senior level participants for Thought Leadership Panels. In order to qualify, 
you must have 3 years in business development or consultative sales, sound 
negotiating skills and knowledge of current financial and management topics. 


‘TLS Marketing Manager 

The Thought Leadership Services division of the EIU is looking for a marketing 
manager to promote the division globally to its target market of sponsors and to 
corporate buyers of its reports. In this role you will take responsibility for the direct 
marketing activities of the research programmes and work with the TLS team to fulfil 
customer needs and Haise with sponsors’ marketing teams. You will be responsible 
for writing marketing material, directing global public relations campaigns and 
ensuring promotional opportunities are explored with other parts of The Economist 
Group. In order to qualify you must have 3 years of direct and client relationship 
marketing experience, excellent writing, communication and presentation skills, and 
the ability to negotiate with senior level executives. Electronic marketing skills a 
plus. 


The Economist Intelligence Unit is an equal opportunity employer that offers 
competitive salaries and excellent benefit packages. Please fax or e-mail resume w/ 
cover letter and salary expectations to: 
212-586-1186 
elujobs @eiu.com 
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VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is currently seeking applications - 
from suitably qualified çandidates for a vacancy in the Middle Office Division. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, 
health insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union: 


FINANCIAL ECONOMIST 


(Ref.: ECB/ 88/00/TE) 


The Middle Office is a Division of the ECB, which provides organisational support and proposes policies and procedures 
on risk management. It is responsible for the management of market risk in the ECB‘s investment operations and credit 
risk in the investment, monetary policy and foreign exchange operations of the ECB, 


`- The holder of this position will participate in the undertakings of the ECB Middle Office function, specifically in the: 
field of credit risk management for monetary policy operations and instruments. The successful candidate will also be 
expected to provide information to management to enable effective decision-making as regards financial risk issues in 
the fields of monetary policy, foreign exchange and payment system operations. 


Qualifications and Experienc e 


« University degree in economics, mathematics, statistics or comparable quélification, a PhD degree in Financial’. 
Econometrics or comparable qualification would be an asset. ae 

* Experience in the design and implementation of monetary policy instruments and operations would be desirable, in — 
particular credit risk control measures within a central bank (e.g. in house credit rating systems). l 

* Knowledge of monetary and foreign exchange issues, financial markets and instruments. 

* Strong quantitative background, particularly financial statistics, econometrics and multivariate techniques: 

° Experience in using information technology and data modelling in econometric packages (i.e: gauss, TSP, Rats or- 
other) and a good working knowledge of a programming language (i.e. VBA, VB or C++) would be an asset: 

* Strong interpersonal and communication skills and ability to work in a team and under pressure. 

* Experience in an international environment would be an asset, as well as direct. experience of central bank 
policy and operations. 

* Very good command of English. Working knowledge of at least one other P Union language is required. 





Applications 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 


together with references confirming the required experience and skills. They should be addressed, quoting the _ 
reference number, and to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 
Frankfurt am Main and should reach us no later than 7 April 2000. Applications will be treated in the strictest _ 
confidence and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69/1344 - eh However, this 
is not a substitute for the original, which must still be submitted by mail. 





This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted on 
paper via surface mail. ' 
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The United Nations 
University 


Director 

Institute of Advanced Studies (UNU/IAS) 
Tokyo, Japan 

Circa US$160K - 174K net + benefits 


The United Nations University (UNU) mission is to contribute, 
through research and capacity building, to efforts to resolve the 
pressing global problems that are the concern of the United Nations, 
its Member States and their peoples. The UNU’s key goals are: to be 
an international community of scholars; to form a bridge between the 
United Nations and the international academic community; to serve as 
a think-tank for the United Nations system; and to contribute to 
capacity building, particularly in developing countries. The UNU is 
|} now seeking to fill this key position at its research and training centre 
in Tokyo. 


: The Institute, formally established in December 1995, has a focus on 
sustainable development and related issues. Its present areas of 
emphasis are: megacities/urban and regional development; 
|} international environmental agreements, their 

 implications/consequences; science and technology issues 

‘(particularly energy, information technology and biotechnology) that 
| relate to sustainable development. Research and postgraduate 
-education activities are carried out by staff researchers, visiting 
scholars and through networks of cooperating institutions, One of its 
| principal objectives is to establish international linkages and networks 
for research in the areas of its mandate, in particular involving the 
Japanese academic community on issues of deep concern for them 
and for which they have special expertise. 


The Director is the chief academic and administrative officer and has 
overall responsibility for the direction, organization, administration 
and programmes of the Institute on behalf of the Rector of the UNU. 


We are seeking top level candidates with an established scientific 
profile, giving to UNUAAS the necessary prestige in the international 
scholarly community; guaranteeing scientific excellence through 

internal quality control and providing guidance and inspiration for the 
conduct of UNUAAS activities. 


A PhD in a relevant discipline, a strong background of research and 
publication, a prominent standing in the relevant academic community 
rand a proven record of effective leadership and management 
experience at a senior level in an academic/research institution are 
“required. An established, international reputation with experience in 
overseeing interdisciplinary researchers in both the social and natural 
| Sciences is also required. Candidates should be able to demonstrate 
“their team work ability in a multi-national environment and your deep 
commitment to issues of human development and welfare. Fluency in 
English is essential and a working knowledge of another UN official 
language and Japanese is desirable. 


It is expected that the appointee will take up the position in late 2000. 

UNU staff members are international civil servants and this 
‘appointment will be for a four-year term, with the possibility of 
renewal. Nominations and applications, including full curriculum 
“vitae and names, addresses and fax numbers of referees should be sent 

to UNUAAS Directorship Search Committee, c/o Office of the Rector, 

at the address below. E-mail or fax applications will not be accepted. 
| Closing date: 14 April 2000. The UNU particularly encourages 
applications from suitably qualified female candidates. 


United Nations University Headquarters 
53-70, Jingumae 5-chome 
Shibuya-ku, Tokyo 150-8925 
Japan 


UNU on the web: http://www.unu.edu 
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MACROECONOMISTS 


The Department of the Treasury is recruiting individuals on a competitive basis to 
serve as resident macroeconomic policy advisors to Ministry of Finance and Central 
Bank officials in transitional and emerging economies, 


Qualifications: Candidates should be knowledgeable about economic restructuring 
and privatization issues and be familiar with policy prescriptions and techniques to 
control inflation. Expertise in foreign exchange policy would be a distinct advantage. 
The ideal candidate would be a senior professional with solid academic credentials 
(Ph.D. in economics and widely published) and substantial experience in the 
implementation of policy initiatives. He/she should be familiar with IMF /World 
Bank programs in order to advise foreign counterparts on the necessary steps to 
satisfy the conditionalities of the international financial institutions. The candidates 
must be comfortable and effective in dealing with senior officials of foreign 
governments and be able to carry on an effective dialogue with the U.S, Ambassador 
and members of the U.S, Embassy in the host country, officials of the Department 
of State, US Agency for International Development, and the Department of the 
Treasury. Prior overseas work in challenging environments and knowledge of a 
foreign language would be distinct advantages but are not mandatory. While 
technical skills are essential, the ability to gain the confidence of the host officials 
and provide sound but realistic advice in an emerging or transition market 
environment are critically important. 


Candidates must be U.S. citizens, 

Salary and Benefits: Salaries are negotiated in accordance with program regulations 
based on market value of the positions, Salary Range $100,897 - $122,400 
Positions are open and continuous until March 15, 2001. To be considered in the 
first interview pool, applications must be received by March 24, 2000. To apply, 
please send resume and cover letter to; 


U.S. Department of the Treasury 
ATTN: FIT 
1500 Pennsylvania Ave., NW 
Room: 1730 K Street, Suite 204 
Washington, DC 20220 
Or via fax to: 202-622-5879 


Only applicants to be interviewed will be contacted 
The U.S. Government is an Equal Opportunity Employer. 


DIRECTOR GENERAL 
Organization for Security and Co-operation in Europe 


The OSCE Mission to Bosnia and Herzegovina is recruiting a Director General (“DG”) 
for its Human Rights Department. The OSCE Human Rights Department (“HRD”) 
focuses on the right to property and the right to return; strengthening the rule of law, 
building the capacity of national human rights institutions, and promoting economic and 
social rights. The HRD plays a unique role within the international community in BiH as 
it has the largest cadre of human rights experts on the ground. 


The DG is the deputy to the Deputy Head of Mission for Human Rights (DHoM). He or 
she works with the DHoM and the Senior Legal Advisors in the head office to establish 
the policy of the HRD and the international community in BiH. The position requires a 
strong substantive knowledge of all issues dealt with by the HRD. The DG coordinates 
the work in the field and head office to ensure that all issues are addressed and a 
strategic approach to the department’s work is taken. The DG represents the HRD, 
where appropriate, on substantive issues with other International Organisations, local 
authorities and OSCE Delegations and departments. The DG may be required to engage 
in fundraising for specific HR projects, budget preparation and address personnel issues. 


Qualifications: 


« Degree in law (with an emphasis on international human rights law) with at feast 5 
years of professional legal or human rights experience; at least some of that in a 
management capacity; 

Familiarity with the European Convention on Human Rights and Fundamental 
Freedoms, its application and enforcement machinery, understanding of other 
international human rights instruments; 

Familiarity and experience in the implementation of pro-active human rights field 
work in post-conflict societies preferred; 

Familiarity or experience in the Balkans highly desirable; 

Excellent written and spoken English; 

Ability and readiness to work in a stressful environment with an ability to meet 
deadlines, 





z Until position is filled 
10 April 2000 
Sarajevo 
Remuneration: The successful candidate must be seconded by their 
government. Remuneration will be set by the seconding state.. 
NB: All applicants must apply to their Ministry of Foreign Affairs. The OSCE 
Mission to Bosnia Herzegovina also has ongoing vacanci¢s for Democratisation and 


Human Rights Officers. Interested applicants are encouraged to apply to their 
Ministry of Foreign Affairs. 








wwwOSCEBIH.ORG 
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FEDERAL REPUBLIC OF NIGERIA 


YEAR 2000 LICENSING ROUND 


The Federal Government of Nigeria is pleased to announce the availability of 
concessions for the Year 2000 Licensing Round. 
ONSHORE AND OFFSHORE NIGER DELTA 


Port 
Herren 


Tenders are invited by the Federal Government of Nigeria for the allocation of open acreage in 


Nigerian Sedimentary Basins commencing 1st of March 2000. Applications will be received from 
the 16th of June to the 30th of June 2000 at 5.00 pm. 


Acreage is available in the following areas as shown above: 

- Niger Delta Onshore 4 Blocks: OPL'S 135, 236, 304 & 452 

- Niger Delta Continental Shelf 7 Blocks: OPL'S 233, 227, 229, 239. 240. 241 & 467 

- Niger Delta Deep/Ultra Deep Offshore 11 Blocks: OPL'S 214, 242. 243, 244, 249, 250, 318 
320, 322. 324 & 326 


Details on how to apply, basic data , fiscal and general contractual terms can be obtained from: 
the Department of Petroleum Resources at: 

No. 7 Kofo Abayomi Street, or No. 49 Hella Sellasie St., 

Victoria Island, Asokoro District, 

Lagos, Nigeria. Abuja, Nigeria. 

This information can also be obtained at Nigerian Embassies in London, Paris and Washington 
from the Ist to the 21st of March 2000. 

Information can also be obtained at www.nigeria-licenseround.com 
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vtornational Limited. We are a member of the HSBC Group, one of the world’s largest banking and financial services organisations with more than 5,000 offices in 82 countries and territories. HSBC International Guaranteed Capital 
d ("GCIB™) is. a com undor the provisions of the Companies (Jersey) Law 1991. The Administrator for GCIB is HSBC Fund Administration (Jersey) Limited. Under the terms of the agreement between 
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to refuse applications or to withdraw ofter or ary part of the offer in this issue at any time prior to the offer dosing date of 5 May 2000. This advert does not constitute an 
yon to whom it is unlawful. GCIB Growth options do not pay any income, all returns are paid at the end of the investment term. MBJ2093/0'20027 


Set your sights higher 


... Without leaving the ground 











Unlimited stock market growth, without the risk - 
HSBC International Guaranteed Capital Investment Bonds Limited 


Our Guaranteed Capital Investment Bonds truly global option, there’s never been a better time to invest. 
have given thousands of people the chance to enjoy returns linked to The only limit we can’t take away is time. This is a limited offer, 
world stock markets, but without the associated risks. Our new issue available between 6 March and 5 May 2000. 

will let your savings reach new heights, because NOW THERE’S NO To find out more about these options, why not cut out 

UPPER LIMIT to the potential returns you can receive over the the coupon, call us 24 hours a day on +44 1534 616111 

4 year investment period. With options linked to a combination of fax us on +44 1534 616222 or visit our web site 

UK and European markets, the resurgent Japanese economy, plus a www.offshore.hsbc.co.je today. 


HSBC «> 


YOUR WORLD OF FINANCIAL SERVICES 
Issued by HSBC Bank International Limited 
Cut the coupon 


To: HSBC Bank International Limited, PO Box 26, 28/34 Hill Street, St. Helier, Jersey JE4 8NR, Channel Islands. 
Please send me details on the new HSBC International Guaranteed Capital Investment Bonds options. 


Name = Z ____ Nationality 
Address 

















Country of residence s Aali Fax _ 3/EC0300 
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T TAKES a brave man, or a foolish one, to 
step between mortal enemies spoiling for a 
fight. Bill Clinton may be the leader of the 
world’s most powerful country but, if he puts 
a foot wrong during his tour of India next 

= week and his brief touchdown in Pakistan, he 
could exacerbate the tensions that last year 


Kashmir. Indeed, however carefully Mr Clin- 
ton treads, the tensions may well come to 
breaking-point again in a few months’ time, 
as the winter snows melt along Kashmir’s 
increasingly misnamed line of control. The 
prospect of war between these two novice 
nuclear powers has America’s diplomats des- 
perately reaching for instruments to promote good-neigh- 
bourliness—but finding little to work with. 
Mr Clinton can expect no diplomatic souvenirs for tour- 
ing South Asia either (he will also visit Bangladesh). India will 
not humour him with pledges of nuclear or missile restraint, 
:¿ or even a minimal concession such as its belated signature on 

_ the Comprehensive Test Ban Treaty (though both India and 
Pakistan may sign the crer eventually). For its part, Pakistan’s 
military-led government shows no sign either of handing 
back power to civilians or of being willing to rein in the Is- 
lamic insurgency in Indian-controlled Kashmir. When this 
took the form of an infiltration by militants at Kargil last year, 
the result was a spectacular end to the earlier efforts to im- 
prove relations. The best Mr Clinton can hope to do now is to 
remind both India and Pakistan that they have much more to 
gain by shaking hands than by shaking fists. 


And the way gets no easier from here 


That gets harder as the two countries’ economies drift apart. 
In the 1960s, income per person in the subcontinent was simi- 
lar to South-East Asia’s; it then fell far behind. But India has 
started to pull itself out of its state-planned hole. Previously 
blessed with more democracy than good government, it has 
recently started to accept the enriching value of privatisation, 
competition and freer trade. Proud of its history and of its 
higher-tech future, its ambition is to be a world-class power 
with a seat on the uN Security Council (see pages 23-25). 

Pakistan, by contrast, is falling apart. Venal politicians 
have sucked the country hollow, leaving the void to be filled 
by Islamic extremists, or military coup-makers, with troubling 
signs of alliances between the two. The economy is primitive, 
corrupt and weakening by the day. Pakistan badly needs for- 
eign aid if it is not to implode. Yet its military-dominated gov- 
ernment and its violent meddling in Kashmir make it a frus- 
tratingly hard place to help. 

Stung, not just by Pakistan’s Kargil incursion, but also by 
the hijacking in December of an Indian Airlines jet by Islamic 
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extremists from organisations supported by 
the Pakistani regime, India is doing all it can 
to isolate and ignore Pakistan. That is the sec- 
ond of the government’s two big mistakes. 

The first was the detonation of five nu- 
clear bombs in May 1998. India’s Hindu: 
nationalist-led government trumpets its ni 
clear prowess as a source of Hindu and na- 
tional pride. Since economic revival will take 
a lot more sweat, tears and time, the bom 
tests were also meant to be a short cut to 
greater world prominence. Yet India refuses to 
count the cost of measuring its worth in mili- 
tary plutonium, rather than industrial silicon. 

One is the development spending forgone 
as a result of the huge cost of buil ding nuclear warheads and | 
the means to deliver them. That is in addition to last month’s 
28% increase in the defence budget, ascribed to the need for 
better defences in Kashmir. These two burdens are mo: 
closely linked than the Indian government likes to admit. 

Tit-for-tat testing handed conventionally weaker Paki 
a great equaliser. Its present leader, General Pervez Musharr. 
thinks he can now make mischief in Kashmir with impunity 
He assumes Pakistan’s bomb will both deter India from stri 
ing back hard and also force India to accept mediation over 
Kashmir from worried outsiders like Mr Clinton. He is wrong. 
America will no doubt do its best, as it has before, to pull In- 
dia and Pakistan back from a fight. But that will do nothing to 
solve the Kashmir dispute. Should that dispute come to war, it _ 
will be because India’s nuclear folly has been matched bya 
fatal Pakistani miscalculation over Kashmir. 

In other words, far from raising itself above South Asia's 
poverty and insecurity, India has put its future at even greater 
risk from a failing, nuclear-armed Pakistan. It need not be that 
way. The two have far more to gain from mutual trade than 
from armed hostility. But for their leaders to say as much 
would take political courage that is at present beyond them. 
The best that can be hoped for now is a cooling-off period to 
reintroduce a measure of predictability in dealing with the 
two most dangerous issues: nuclear weapons and Kashmir, | 

As a lame-duck president, unable to get the crer through 
the Senate, Mr Clinton is not well placed to win concessions 
from India. But he comes ready to offer a new start in rela- 
tions—one that has inevitably been delayed by the nuclear 
tests—which India also wants. This is his chance to make clear 
that, for relations to flourish, at a minimum there must be 
responsible management of the nuclear genie India has un 
leashed. For India, as for Pakistan, that means no exporting — 
know-how, no testing new weapons, but instead exploring _ 
ways to avoid stumbling inadvertently into nuclear war. 

Kashmir is still the most likely trigger of such a war. As 
one of Pakistan’s few friends, America needs to lean on Gen- 


7 








LEADERS 


eral Musharraf to adhere to past agreements with India by 
which both countries vow not to try to change the status quo 
by force. As for India, past misrule in Kashmir has both weak- 
ened its case for running the place and stoked the discontent 
that allows Pakistan-backed extremism to thrive. India will 


Winning Kosovo's peace 


A year on, and it’s still not in the bag 


T IS Kosovo time again. Even if the passage of a year since 
NATO's decision to bomb the Serbs out of Kosovo were not 
prompting retrospection among the anniversary-minded, 
thoughts would anyway be turning towards that luckless cor- 
ner of the Balkans. The place is a mess, and not just because it 
was a battleground last year. Indeed, though the fighting and 
pillaging have left their scars, most of the refugees who were 
driven out have been energetically rebuilding their homes 
and their lives for at least six months now (see page 53). The 
bigger difficulties predate the war. One is Serbia’s leader, Slob- 
odan Milosevic, still in power in Belgrade and still ready to 
make trouble wherever he can. The other is the long history of 
hatred between Kosovo's Serbs and the ethnic Albanians they 
used to oppress. To these may be added a familiar mixture of 
dissent, confusion and parsimony among those who took up 
arms for Kosovo last year and who must now run the place— 
with the consent of Russia and China. The risk is that NATO, 
having won the war, is about to lose the peace. 

It need not happen. Some problems—that of parsimony, 
for instance—should be relatively simple to put right. The 
peacekeepers still need more soldiers, even with the extra 
1,100 pledged by France and Italy this week. They also need 
more police, prosecutors, judges and money. But even if they 
got all they wanted, they would still have to agree how to use 
it and, in particular, how to create a tolerant multi-ethnic soci- 
ety where none existed before. 

That is no easy task. The war has done nothing to bring the 
two sides together. On the contrary, it has intensified ancient 
animosities. It has also strengthened the belief among many 
ethnic Albanians that Kosovo can be a fully independent 
state. If the militants had their way, it would not be a state in 
which Serbs or perhaps any other ethnic minorities would 
find a home. They are already being hounded, and might well 
be slaughtered but for the efforts of the peacekeepers. 

An argument can be made for an independent Kosovo. 
The Kosovars do not fit naturally into Serbia. They differ in re- 
ligion, language and above all in political allegiance: no ethnic 
Albanian ever again wants to be subservient to Serbs. More- 
over, independence would oblige the Kosovars to take charge 
of their own affairs. At present, they can look to nato for 
their security and to the UN for their administration, while 
many of them traffic in drugs and other contraband, and gen- 
erally profit from the legal limbo in which they live. 

Independence, however, would come at a price, and 
much of it would not be paid by Kosovo's Albanians. The first 
to suffer would be the province's Serbs and other minorities, 
who would be either killed or expelled unless protected by 
outsiders, Next, probably, would be the 60,000 or so Alba- 
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have to talk to Pakistan about Kashmir eventually. When that 
time comes, India will be in a stronger position if it has al- 
ready made peace with its own Kashmiri people. 

The problems between India and Pakistan are difficult, 
not insoluble. Mr Clinton can at least remind them of that. 





nian-speakers in the south-western part of Serbia proper, 
which lies next to Kosovo, whom Mr Milosevic is already ha- 
rassing. He would certainly not give his assent to Kosovo's se- 
cession. Another round of ethnic cleansing would be a much 
more probable response. And once again he could count on 
sympathy in the un Security Council. Russia and China, each 
loth to countenance the principle of self-determination, let 
alone secession, would be irate. Even France would recoil. 

Foot-dragging by the un will not stop the Kosovars want- 
ing independence. Even so, their most militant leaders would 
not necessarily win a provincial election in Kosovo. That, 
however, may not be true for long: if the Serbs are allowed to 
run their enclave in northern Mitrovica as a nato-free fief, 
and if the militants are allowed to extend their influence else- 
where, the fortunes of the moderate Kosovar politicians, men 
such as Ibrahim Rugova, are likely to fade. The more time that 
elapses before a province-wide poll, the more likely it is to be 
won by gun-wielding extremists. 


The beneficial fog of peace 


Those members of the Security Council most opposed to Ko- 
sovo's independence would be wise to recognise that. Their 
view, not surprisingly, is simply that there should be no poll. 
Yet it is naive to imagine that the Kosovars will long be con- 
tent with a quasi-colonial regime, or that that would be good 
for them. In the foreseeable future, the only hope for Kosovo 
is autonomy of the kind officially sanctioned by the Security 
Council resolution that ended the bombing—and the kind, 
incidentally, that the province theoretically enjoyed before 
Mr Milosevic withdrew it in 1989. This, combined with firm 
peacekeeping and an adequately endowed administration, 
could be made to work, at least for a while. 

In the long run, it is true, something else may be needed. 
But, in the long run, something else will be needed for most of 
former Yugoslavia, and perhaps its neighbours too. At 
present, there may be a virtue in leaving some matters open. 
That way, peace may be able to take root, and with it econ- 
omic activity and ultimately prosperity. As long as he holds 
power in Belgrade, Mr Milosevic will do his best to frustrate 
such a virtuous circle. That is why the peacekeepers must 
counter Serb mischief in Mitrovica and elsewhere, and why 
NATO must put its squabbles behind it. After all, the stakes are 
high. Having taken responsibility in Kosovo, NATO must make 
a success of it. Failure there would risk failure on a much 
wider front, certainly throughout the Balkans, probably even 
farther afield: the future of armed intervention for humani- 
tarian ends, no matter where, would be set back years. 

s 
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Not carved in stone 


The British should look again at the issue of returning the Elgin marbles to Greece 


HE museums of the world are full of other countries’ art. 

That is part of their point, and one of the main reasons 
why so many people like to visit them. Unfortunately, this 
happy state of affairs was not always brought about in the 
proudest of circumstances. Much museum art was acquired 
by dubious means, if not by outright looting, extortion or im- 
perial force majeure. 

In theory, it sounds attractive to remedy these supposed 
wrongs by restoring works to their “rightful” or “historic” 
countries. But even allowing that it is reasonable to apply the 
high standards of today to the questionable acquisitions of 
the past, the practical consequences are daunting. Turning the 
collections of the world upside down so as to send works 
back to their place of origin would be little easier than match- 
ing souls to bodies on Judgment Day. With cheap air travel 
and mass tourism, museums have become the common heri- 
tage of mankind. It is surely good for everybody that there is 
French art in Japan, Mexican art in the United States—and 
Greek art in Britain. If any general rule makes sense in this 
context, it is that art deserves to stay where it is. 


Those marvellous marbles 


But there are exceptions. Among the most controversial are 
the Elgin marbles in London’s British Museum. The return of 
these famous Athenian sculptures is on the agenda again in 
Britain. A parliamentary committee is looking into the issue. 
A straw poll of the House of Commons by The Economist 
(see page 94) suggests a majority of mrs want the marbles to 
go back. In Greece, the marbles have never really been off the 
agenda since the early 19th century when Lord Elgin had 
them sawn off, paid for and shipped away. 

The Elgin issue does not turn on legal title. Whatever law- 
yers might wish, the British claim to own the marbles would 
be hard to challenge in court. Nor is it, strictly speaking, a 
moral question either. Retribution and atonement do not 
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come into it. Britain does not owe Greece anything. 

The stronger argument for return is artistic. The marbles 
are a special sort of work: an integral whole that was broken 
up, but which could be (more or less) reassembled on its origi- 
nal site. The carvings form a single story that ran around the 
frieze-line of the Parthenon temple on the Acropolis. This pro- 
vides the best reason for returning them to Athens, where 
they could be seen in something close to their intended con- 
text. Practical obstacles have shrunk now that the Greeks are 
planning a proper museum to house the surviving marbles, 
protected from air pollution, on site. 

Against that, two considerations weigh on the other side. 
Other countries would reasonably see a return as a precedent. 
Turkey, for one, would have a good claim on the Pergamum 
marbles in Berlin, taken from their ancient site in the 19th cen- 
tury. Then there are Benin bronzes, Mayan works from Cen- 
tral America and Cambodian temple sculptures. Unlike the 
London or Berlin marbles, these are scattered in many hands. 
Returning them would be harder. But it would not be impos- 
sible. The other consideration is the British Museum itself. It 
may not match General Electric in efficiency. But it is a great 
cultural treasure, open to the world, about as selfless and in- 
ternational an institution as you could wish for. Does it de- 
serve to lose several front teeth and one eye? 

For all the heat the Elgin question generates, it is not one 
on which absolute positions can be advanced with any con- 
viction. It may be desirable for the marbles to go back, but not 
obligatory. In practical terms, it would need an act of parlia- 
ment to let them go, and the British government is against. But 
British objections may be weakening. What all sides would 
profit from is an open debate. The climate for this is favour- 
able now that chauvinistic voices have died down on either 
side. If the select committee reports favourably on return, the 
British government would have much to gain by allowing a 
free vote on the Elgin marbles in the House of Commons. 





Chairmen and bosses 


Chairing a company and being its chief executive call for different skills. That 


is one of the things that British Airways forgot 


UNNING a company is a scary business these days. One 
moment, the chief executive is a princeling, controlling 
billions and shaping the lives of thousands. The next, he may 
be a nonentity, with nothing but a golden handshake to sus- 
tain him. Robert Ayling, chief executive of British Airways, is 
the latest star to fall to earth, resigning abruptly last week 
after four years as chief executive. Every departure is different. 
Yet other companies could learn some useful lessons on gov- 
ernance from the Ayling experience. 
One obvious lesson is the need for speed. Mr Ayling de- 
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parted more than two years after a bitter strike by Ba cabin 
crew which was, with hindsight, the moment when things 
began to go wrong. Since then, the airline's share price has 
fallen by 60%, and this year the firm may lose up to £300m 
($470m). Boards never find it easy to sack the boss: after all, it 
in effect means saying that they made the wrong appoint- 
ment in the first place, or bought into the wrong strategy. Be- 
sides, a new strategy takes time to show results, and to dis- 
miss a chief executive halfway through the job may be unfair. 

A second lesson is the need for those at the top of big 
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companies to avoid too many extra-curricular activities. It is a 
good rule of thumb that, when chief executives take up de- 
manding public appointments, even in a business as politi- 
cally sensitive as airlines, their companies are a sell. Mr Ayling 
chairs the New Millennium Experience Company, which 
built and runs London’s much criticised and loss-making Mil- 
lennium Dome. This public service gave him close links with 
Tony Blair's government. But, though Ba is a sponsor of the 
dome, the job was a big, high-profile distraction. And it sent a 
message to Ba’s shareholders that he did not feel their worries 
required his full attention. 


The empty chair 


Responsibility for how a chief executive does his job and 
when he ought to go rests, in most public companies, with the 
non-executive directors on the board. At BA, they eventually 
lost patience; but the revolt does not seem to have been led 
by the chairman, Lord Marshall. Lord Marshall may well have 
failed to give Mr Ayling an earlier heave-ho because he suf- 
fered from two shortcomings: he was the company’s previous 
chief executive, and so had groomed Mr Ayling as his succes- 
sor; and some decisions made during his watch were capable 
of bearing some blame for Ba’s subsequent troubles. 

More and more British companies now split the roles of 
chairman and chief executive. In this, Britain is increasingly 
different from, say, the United States. There, the two jobs tend 
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to be split only when a company is in difficulties, as hap- 
pened recently when the chief executive of Waste Manage- 
ment fell ill. Yet the two jobs call for different skills: the chair- 
man’s role is, as it were, a “forest” job, exercizing overall 
supervision on behalf of the shareholders, and the chief exec- 
utive’s a “trees” one, involving day-to-day management and 
strategic planning. When the roles are combined, the best 
governed American firms create instead machinery for the 
non-executives to meet alone, in order to evaluate the man- 
agement’s performance without the executive directors 
present. The lead non-executive thus has a similar role to that 
of a non-executive chairman in Britain. 

The most senior non-executive in a company is bound to 
be in a delicate position, whether or not he is chairman, if 
only because his first responsibility is bound to be to the com- 
pany’s shareholders, rather than to the managers. He needs to 
be authoritative rather than meddling, and to intervene rarely 
but effectively. He must not second-guess the chief executive, 
and he must be able to assess corporate strategy with an open 
mind. The worst person to put into the job is thus often the 
chief executive's predecessor. The best person is an outsider, 
who is also prepared to spend enough time on the task, which 
means limiting his other commitments. For Ba, therefore, the 
moment it has found itself a new chief executive to replace 
Mr Ayling, the board should set about the task of finding a 
new chairman to replace Lord Marshall. 





Subsidies in the air 


The British government's industrial policy is a mess, as its financial aid for 


both Airbus and Rover is showing 


TEPHEN BYERS, Britain’s trade and industry secretary, 

waxed positively lyrical this week when he announced 
£530m ($835m) of launch aid to Bae Systems, Britain’s aero- 
space giant, for its share in the planned new Airbus A3xx su- 
perjumbo. This was not the Old Labour policy of intervening 
to prop up failing industries, he declared; rather, it was about 
backing Europe’s technological future and “supporting inno- 
vation and enterprise and improving productivity.” He 
boasted that it was only thanks to New Labour's sound fiscal 
policies that it could afford such imaginative investments in 
the “21st-century knowledge economy.” Moreover, the gov- 
ernment was not in the business of taking a punt: previous 
dollops of launch aid had been repaid with interest, so that 
even the taxpayer would come out ahead. 


Byers beware 


Yet contrary to Mr Byers’s claims, the fact is that precisely 
such a farrago of nonsense has always characterised old-style 
industrial policies. Indeed, chillingly similar phrases were de- 
ployed to justify the British government's support of Con- 
corde in the 1960s. The A3xx may not be as unsuccessful as 
Concorde—and, if not enough firm airline orders for it mate- 
rialise, it will not be built, regardless of European gov- 
ernments’ launch aid (see page 71). But the case for putting 
£530m of taxpayers’ money into it remains extremely uncon- 
vincing. So was the case for the government's offer of £152m to 
Germany’s Bmw to keep open Rover's Longbridge plant, a 
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subsidy that looks like being ruled illegal by the European 
Commission and is anyway unlikely to achieve its declared 
objective (see page 61) . 

The Airbus and Rover cases deserve separate scrutiny. Ig- 
noring Mr Byers’s overblown rhetoric, there are just two credi- 
ble arguments for Airbus launch aid. One is that the consor- 
tium’s only rival, Boeing, receives covert subsidies from the 
American taxpayer, and that the world would be worse off if 
Airbus were unable to compete at the top end of the market. 
This argument also underlies the 1992 standstill agreement be- 
tween the Americans and the Europeans setting limits on 
launch-aid subsidies. Yet Airbus no longer needs “infant- 
industry” protection now that it is becoming a proper public 
company, so it would be far more sensible for both sides to 
agree to get rid of competing subsidies altogether. The tempta- 
tion otherwise will be for each to cheat by offering more gen- 
erous support than the agreement allows (Mr Byers, suspi- 
ciously, refuses to set out the detailed terms of the BAE 
Systems deal). 

The second argument is that big civil-airliner projects are 
so expensive and risky that, without government support, 
they would never be financed at all. But such an argument 
sits ill with the assertion that taxpayers are sure to get their 
money back—a claim which, if true, simply invites the ques- 
tion of why the market cannot finance the A3xx. More gener- 
ally, the argument hugely underestimates today’s capital mar- 
kets, which have willingly financed not only the Channel 
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Tunnel but also plenty of Hollywood movies and dubious In- 


~.temet-related businesses, many of which look even more un- 
likely to yield a profit than does the A3xx. 
~~ Government claims about jobs created or saved through 
support for Airbus and Rover also lack credibility, especially 
at a time of generally low unemployment and tight labour 
markets. Any subsidy carries an opportunity cost: using the 
money in some other way would have had an impact on jobs 
too. Claims about jobs are also undermined by the lack of a 
counterfactual: nobody knows what would have happened 
without the subsidy. 
As it happens, the Rover case may now offer an answer to 
that. At first glance, the iai eR seems a bit stronger for 


In-gene-uous 


In genomics, the British and American governments are meddling 
in things that do not concern them and neglecting those that do 


ONY BLAIR, Britain’s prime minister, has a bad reputa- 
tion for repackaging olds and pretending they are news, 
“but this week he produced a masterpiece. His joint declara- 
tion with Bill Clinton, made on Tuesday, that he “applauds 
othe decision by scientists working on the Human Genome 
_ Project to release raw fundamental information about the hu- 
‘man DNA sequence and its variants rapidly into the public 
domain” endorses a policy that began a mere ten years ago. 
Ever since the public project (two-thirds of which is paid for 
by the American taxpayer and one-third by the Wellcome 
Trust, a British charity) started the task of unravelling the 3 bil- 
lion or so chemical base pairs that make up the genetic “let- 
ters” of human pna, the scientists involved have made their 
discoveries available as quickly as possible. 

The declaration went on, however, to “commend other 
scientists around the world to adopt this policy.” To a naive 
reader, that might sound odd. Academic scientists are not 
normally shy about publishing. But it was not to the acade- 
mies that this remark was addressed, as Wall Street’s stock- 
brokers, who immediately marked down the shares of every 
. biotech company in sight, realised. What the transatlantic po- 
litical leaders seem to want is academic-style transparency 
from commercial scientists as well. 


Do Not Adjust your prejudices 


Their main target, though they never named it, is a firm called 
Celera. A number of companies are involved in human ge- 
netic sequencing. Most of these, however, are interested only 
in the genes themselves. Celera’s bosses think differei. ly. Al- 
though the genes are important, they constitute only about 3% 
of the total pna. Celera sees dollars in the other 97%, too. 
Some of this material regulates and spaces the genes, but the 
rest is frequently dismissed as junk. The company, however, 
plans to sequence all 3 billion base pairs regardless, and then 

to package what it has found in ways that it hopes will make 
the information irresistible to pharmaceutical companies. 

< Whether that will work remains to be seen. But it helps to 
explain the firm’s offence in the eyes of politicians. This is 


~~ that, having obtained its raw human pna sequence, it plans 


to sit on the result for several months before making it public. 
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Longbridge, since as many as 50,000 | may be at stake, and un- 


like Airbus they are already in a high-unemployment area. 
But the news that Bmw wants to sell most of Rover has, for 
once, provided a counterfactual: even a (probably illegal) gov- 
ernment grant will not, in the end, save any jobs at all. 
Britain needs a new industrial policy that avoids rather 
than repeats the faults of the old. It is neither desirable nor 
sensible for governments to deploy taxpayers’ money as ven- 
ture capital. Nor should they be browbeaten by companies 
into offering cash to “guarantee” jobs, when the decision on 
whether to open or close a plant will almost always be taken 
on other grounds. If Mr Byers cannot change his old-style 
ways, a new industry secretary might be needed who can. 
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Why this is deemed so unacceptable is unclear. Celera is 
not preventing the publicly financed project from publishing 
its own version of the sequence. What Mr Clinton and Mr 
Blair seem to be saying is that the firm has some moral obliga- 
tion to give away the fruit of its labour as an act of charity. 
That is worse than odd. For it directs attention away from a 
genuine issue, which is what sort of intellectual-property pro- 
tection should be available for human (and other) genes. 

Celera cannot patent the whole human genome. Secrecy 
is its only option. But other firms seem to be scatter-gunning 
gene-patent claims all over the place (some have several thou- 
sand), and the law is in urgent need of clarification. 

Some people have moral objections to the whole idea of 
patenting “life”. Other objections, however, are based on rea- 
son, rather than emotion. Current patent law in both Europe 
and America is a mess. But its upshot is that, once a gene is 
patented for any use, a patentee with a decent lawyer is prob- 
ably covered for all uses. The attachment to applications of 
vague yet sweeping uses that can be firmed up later, but serve 
to exclude subsequent applicants, is common practice. Since 
modern technology allows the mass discovery of genes, that 
puts great power into a few hands. 

A sensible reform, therefore, would be to focus on the use 
rather than the genetic sequence as the subject of a patent. 
That would enable other inventors to get a look in without in- 
fringing the creative rights of the original applicant. And that 
in tum raises the question of whether the genetic sequence 
might no longer have to be part of the patent at all—which 
would satisfy those who object to it on other grounds. 

Changing patent law is a job for politicians, and they can 
hardly complain if genomics companies are taking advantage 
of their inertia. Nor should they be chivvying firms to give up 
hard-won and costly information just because public re- 
searchers have not been able to find it first. Instead of doing 
so, they might be better employed asking how it is that a two- 
year-old company is able to beat the combined might of 
American and British public science to what is likely to prove 
one of this century’s most important scientific milestones—a 
complete genetic sequence of Man. 
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‘INDIA AND PAKISTAN 


The elephant and the pekinese 


DELHE 


Bill Clinton’s visit, beginning on March 19th, is being seen as a proof of the 
emergence of India as an economic and strategic powerhouse in Asia. There’s 


5 just one problem—Pakistan 


SHIV NADAR is a bicontinental billion- 
aire. His firm, nct Technologies, writes 


Internet software and manages networks for 


< western companies, a business that has Mr 


Nadar shuttling between Noida, a business. is“ 


park near Delhi, and Sunnyvale, California. 
A video link between Noida and one of his 
American customers, a Connecticut-based 
dot.com company, is turned off andon asca- 
sually as a light switch, says Mr Nadar, 
Connecticut “has to feel like the next room.” ` 
Mr Nadar’s high-tech light 
switch tells you a lot about why Bill 
Clinton is going to the subcontinent, 
the first visit by an American presi- 
dent in 22 years. Mr Clinton will 
spend part of a day in Bangladesh 
and a tense few hours with Pak- 
istan’s new military ruler, Pervez 
Musharraf, but the focus is India. 
There he will spend five days cele- 
brating India’s democracy, appreci- 
ating its high-tech prowess and pos- 
ing before its monuments. The 
message will be that India matters 
in a way it did not when it was 
merely a democratic but impover- 
ished giant. India is that still, but in 
the past decade it has opened up its 
economy and raised its growth rate. 
More recently it has added the 
pzazz of high-tech mastery and the 
chilling majesty of a nuclear- 
weapons capability. A geo- 
political orphan for too long, 
India now seeks a leading role 
in Asian and global councils. It 
expects to be recognised as “a 
factor for stability in Asia”, 
says its foreign minister, Jas- 
want Singh. 
Itis not that simple. For In- 
dia is also fighting a low-level 
‘proxy war with Pakistan in 
Kashmir, a Muslim-majority 
state that both countries claim. On both 
sides there are threats of escalation, which 
could lead to the world’s first full-scale war 
between nuclear powers. Pakistan’s mili- 
tary-led government is tolerated by the Un- 
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ited States only because it is thought to bean’ © 
lebyIs- © 
lamic extremists. As Mr Clinton remarked: 


alternative to something far worse, ru 


ten days before heading to Delhi, South Asia 
‘the most dangerous place in the world 
rightnow.” 

India has moreor less told him toshut up 


in public about the subcontinent’s. perils. 


The discontent with Indian rule in Kashmir 


-is.an internal matter, the dispute with Pak- 


istana bilateral one. When Mr Clinton meets 


























General Musharraf, India ex- 
pects him to dress the general 
down. The president will not 
be asked to mediate, and it 
seems that his appeals for 
new talks with Pakistan will 
be resisted. The American 
Senate's rejection of the Comprehensive Test 
Ban Treaty (crer) has undermined efforts to 
get India to sign it. Most of what Mr Clinton 
has tosay about Kashmir and India’s nuclear 
weapons will have to be said in private. 


Both sides say the visit is for building 
trust rather than making breakthroughs. The 
Americans evidently hope that .by: biting 
their tongues now, at least in public, they can, 
make gradual: progress on headline issues 
such as non-proliferation and the Indo-Pak- 
istai conflict. Progress on issues such asen 
ergy, health and the environment “can help. 
create space for constructive activity in other. 
areas over time,” says the American ambas- 
sador to India, Richard Celeste. But can In- 
dia, Pakistan and the world afford to wait? 


From non-alignment to convergence. 


Trust between the United States and India 
was an early casualty of the cold war. In 1956 


“the American secretary of state, John Foster 
“Dulles, called India’s position of non-align- 
-ment “immoral”, and the United States then 
‘went on to find sound geopolitical reason 

. for cosying up to Pakistan. Unsurprising! 


India became agood friend of the Soviet Un 


‘jon. But since the early 19908, despite the set- 


back of India’s 1998 nuclear tests, In 
dian and American interests hav 
slowly converged. 

The public reason, about which 
there will be much hullaballoo dur- 
ing this visit, is economic. Since 1991, 
when. a balance-of-payments crisi: 
threatened, India has been shed- 
ding ‘its socialist legacies. It has 
opened up its economy: to worl 
tradeand started to privatise, albeit 
too slowly: in both ‘respects, The 
coming to power two years ago of 
Atal Behari Vajpayee’s Bharatiya Ja- 
nata Party, which leads the coalition. 
government, has probably. has- 
tened that process. Although the 
Hindu-nationalist party has.axeno- 
phobic. streak, it has also been. 
friendlier to business. and more hos- 
tiletocommunism than the opposi- 
tion Congress party, which. domini- 
ated Indian politics for most of its 
past 50 years of independence, 
High-tech businessesiike Hci Tech: 
nologies help enormously by show 
ing that India has more to gain than’ 
lose from competing in the global market- 
place. Perhaps for the first time since invent- 
ing the zero, India has a hot product-to seli 
and can keep the profits for itself. 

All this is entwining India with the restof 
the world, and especially with the United 
States, in new ways. Software exports: are 
growing at a rate-of 50% a-year, and around 
two-thirds of them go to the United States. 
Much of that is serviced by Indians on 
temporary work visas; india gets about-a 
third of these, and hopes that Mr Clinton 
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will increase them. Indian companies are 
listing on American stock exchanges; Indian 
Americans, an increasingly rich community, 
are lobbying on behalf of India in their 
adopted country and investing in their na- 
tive land. A global bidding war has broken 
out for Indian brains. 

Increasingly, these days, India is being 
treated with more respect in economic 
councils. When new-economy issues, such 
as e-commerce, come up at the World Trade 
Organisation, India and the United States 
find themselves on the same side. On old- 
economy issues, ideological clashes have 
given way to tough-minded bargaining. In- 
dia supports a Millennium Round 
of trade talks, but rejects the United 
States’ linkage of trade to labour 
standards. The Indians want faster 
liberalisation of the textile and 
clothing trades; the United States 
wants better enforcement of intel- 
lectual- property protection. 

Few, if any, of these disputes 
will be solved during Mr Clinton’s 
visit. There is some heady talk of an 
Indo-American free-trade agree- 
ment, an idea Mr Singh thinks 
worth exploring. But there are limits 
to any economic partnership. Like 
dot.com shares, India’s economy is 
more exciting for its potential than 
for its current performance. Though 
it is the world’s fifth-largest econ- 
omy in terms of purchasing power, 
it accounts for less than 1% of world 
trade and attracted just $2.5 billion 
in foreign direct investment in 1998, 
about a twentieth of China’s. The 
United States has a bigger economic 
stake in India than any other single 
country, but would barely notice if thatcom- 
merce dried up. 


Eyeing China 

The second point of convergence between 
Indian and American interests is one that 
may get no public mention on this visit. It is 
this: that some strategists are beginning to 
think of India as a counterweight to China. 
The world is beginning to notice that India 
has nearly the same number of people as 
China, plus a more benign system of govern- 
ment and no designs on its neighbours. 
China-hawks in both India and America 
dream of a “strategic partnership” between 
the two great democracies. 

That will not happen, at least not soon. 
Both countries have reason to be wary of 
China. It supplied much of Pakistan’s nu- 
clear-weapons technology and beat India in 
41962 war; in places their borders are still dis- 
puted. China menaces Taiwan, an American 
friend, and could someday threaten other al- 
lies. Yet neither India nor the United States 
wants their friendship to be seen as the start 
of an anti-China axis. India is trying to end 
the chill that set in after 1998, when it de- 


24 








clared China to be the main target of its nu- ° 


clear weapons. The United States wants to 
“engage” China, not isolate it. Some people, 
such as Richard Haass, of the Brookings In- 
stitution, a Washington think-tank, wonder 
whether India and the United States can 
agree on an approach to Asia, and thus to 
China. Maybe not. Nonetheless, both must 
be aware that today’s friendship could be- 
come tomorrow’s alliance if China turns 
hostile, a relationship “that’s there in time of 
need”, as Mr Haass obliquely puts it. 

Thanks to its economic and strategic po- 
tential, India has become something of a 
belle at the geopolitical ball less than two 

























years after offending the 
world by declaring itself a nu- 
clear power. Pascal Lamy, the 
European Union's new trade 
commissioner, made India y 
his first stop this month out- 
side the three biggest of the eu’s trading part- 
ners, Mr Vajpayee is to attend an £u summit 
in Lisbon in June. Mr Haass, who is tipped 
fora top job should the Republicans win the 
American presidential election, says that the 
Indo-American relationship “will be more 
important to the next administration.” There 
is speculation that the Republican candi- 
date-apparent, George W. Bush, will visit In- 
dia before the election. 

India’s foreign minister, Mr Singh, would 
like to parlay this attention into a bigger role 
for India abroad. India has links to AsEAN 
and arec, the two main Asian country 
groupings, but is a full member of neither. 
Mr Singh thinks India ought to belong to the 
“six-plus-two” group of countries trying to 
settle Afghanistan’s civil war. And of course 
he has his eye on the ultimate prize, a perma- 
nent seat on the un Security Council. 

The United States may be amenable to 


-some of this, Mr Haass, for one, thinks coun- 















cils of “countries that count” could be ex- 
panded to include India. But the burden of 
history is not so easily shed. Mr Haass points 
out that the Indian-American relationship 
lacks the “warm, vague feelings” that sustain 
older friendships. He expects Japan and Ko- 
rea to remain the basis of stability in Asia. 
Many Indians do not see a strategic embrace 
as a result of this visit. Mr Singh calls the trip 
“directional, not so much destinational”. 
Nuclear weapons will remain the big- 
gest inhibition. The two countries have 
agreed to disagree about India’s nuclear sta- 
tus; India will not sign the cret quickly (and 
some scientists are urging more 
tests, which would be a diplomatic 
disaster), but it is co-operating with 
the United States on issues such as 
the control of nuclear exports. There 
is much international scepticism 
about India’s ability to manage a 
nuclear arsenal safely, and it is In- 
dian and Pakistani nukes that stop 
the Kashmir conflict from being a 
little local difficulty. These issues 
will brake India’s geopolitical pro- 
gress. One American diplomat de- 
scribes permanent membership of 
the Security Council as a “very big 
carrot”. To support India’s bid with 
enthusiasm “would require a much 
cooler situation in South Asia.” 


The Kashmir tussle 


President Clinton will be lucky to 
have any influence on the im- 
passe over Kashmir. This is not 
Kosovo, where the United 
States could lead an interven- 
tion to end a civil war, nor is it 
Chechnya, where outsiders 
can only wring their hands. In 
the Middle East, Israel has 
come to value peace more 
highly than land, and so has 
been willing to strike bargains 
with its enemies. That is not so in Kashmir, 
whose fate is bound up in the founding prin- 
ciples of India and Pakistan. 

India is basically satisfied with the two- 
thirds of the state it held on to after its first 
war with Pakistan in October 1947. To sur- 
render it would undermine India’s idea of it- 
self as a multi-religious, secular state. Pak- 
istan wants “self-determination” for the 
Muslim-majority state, in effect a choice be- 
tween itself and India (though many Kash- 
miris might prefer neither). The proxy war it 
sponsors there is ruinous to its economy, bad 
for its diplomacy and has little prospect of 
dislodging India. Yet it perseveres because to 
stop would mean surrender. 

These contradictions were briefly fi- 
nessed a year ago, when Mr Vajpayee took a 
bus to Lahore and agreed with Pakistan's 
then prime minister, Nawaz Sharif, to settle 
all their disputes, including Kashmir, peace- 
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fully. Whether India really intended to nego- 
tiate about Kashmir, which it regards as an 
integral part of its territory, may never be 
known because, even before Lahore, Pak- 
istan had secretly sent “freedom fighters” 
and its own troops to occupy positions near 
Kargil, well inside India’s part of Kashmir, in 
effect shifting the “line of control” that had 
been the provisional border. India dislodged 
them last summer with a combination of 
. force and diplomatic pressure. Mr Sharif has 
since been ousted in a coup by General 
Musharraf, whom Indians regard as the 
mastermind of the Kargil occupation. 

To Pakistanis, the general is still a cipher. 
When seizing power last October, he prom- 
ised to restore “true democracy” and to reno- 

-vate Pakistan’s corroded institutions. He has 
made some progress, by prosecuting corrupt 
figures from past regimes and moving to- 
wards local elections at the end of this year. 
Civil servants are showing up to work on 
time, a sign of at least some improvement in 
administration. But the military-led 
government often blights its claim 
tobe liberal. This week, for example, 
it charged the wife of the deposed 
prime minister with treason for 
speaking against the government. 

There are worries, as well, about 
the economy. Although exports and 
imports are both rising, the govern- 
ment has not done enough, espe- 
cially on widening the tax base, to 
attract a long-awaited team from 
the ime. Without an mmr imprima- 
tur, Pakistan will face another cash 
crisis when its current debt-re- 
scheduling agreements run out. 
Many Pakistanis read Mr Clinton’s 
decision to stop by, however briefly, 
as a vote of confidence in the gov- 

ernment and hence in the economy. 
Thatis a mistake. Mr Clinton is more 
likely to scold General Musharraf, 
and he could threaten to link mr 
funds to regional good behaviour. 

The dislodging of the Kargil 
fighters has not brought peace. In- 
stead, the Pakistan-sponsored mili- 
tancy has intensified; more mem- 
bers of India’s security forces died in 
Kashmir last year than in any year since the 
insurgency began a decade ago. India refuses 
to talk to Pakistan until it ends its backing for 
violence. Pakistan is willing to talk, but dis- 
claims responsibility for the violence and 

“has distanced itself from earlier agreements, 
which pledge the two sides to settle their dif- 
ferences peacefully and bilaterally. 

This looks like a stalemate, but could eas- 
ily become something worse. Pakistan could 
step up the insurgency once spring clears the 
mountain passes of snow, or perhaps even 
try another Kargil. Or Indian patience could 
snap. India’s defence minister, George Fer- 
nandes, who has talked of the possibility ofa 
limited conventional war against Pakistan, 
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says that, at the current level of provocation, 
India will not cross the line of control. In the 
case of another Kargil, though, he “cannot 
completely rule it out.” Other top Indian offi- 
cials downplay this tough military talk. But 
the logic of escalation has no certain termi- 
nus short of nuclear war. 


Third-party tail-twisting 
Mr Clinton is unlikely to observe strictly the 
Indian ban on third-party involvement. “We 
can facilitate without being facilitators” and 
without “in any way going beyond the 
wishes of India and Pakistan,” says one 
American diplomat. America’s fondest wish 
is to resurrect the Lahore commitment to set- 
tle matters with talks, not guns. Failing that, 
Mr Clinton may push for 
more limited talks on ways to 
avoid accidental war, conven- 
tional or nuclear. Perhaps he 
will privately solicit a com- 
mitment by India to reduce its 





armed strength in Kashmir in return for a 
marked de-escalation of the Pakistan- 
backed insurgency. He will certainly urge In- 
dia to maintain its policy of restraint in re- 
sponding to Pakistan’s provocations. 

But no one on the subcontinent can 
breathe easily as long as those provocations 
continue. India did not want the president to 
stop in Islamabad, but his message to Gen- 
eral Musharraf is likely to be one India 
would endorse: rein in the Kashmiri mili- 
tancy, resume the Lahore process and charta 
course for restoring democracy. (Mr Clinton 
also wants the general to push Afghanistan’s 
Taliban government to hand over an alleged 
terrorist, Osama bin Laden, an item lower 
down on India’s wish-list.) 







` that is unstable in every sense. The two nu- - 


INDIA AND PAKISTAN 


General Musharraf's willingness tod 
any of this depends partly on his conscience 
but largely on how he weighs up variou: 
threats to his rule. The United States has le 
verage, largely in the form of western aid to 
prop up Pakistan’s economy, but the cons 
try’s hawks, including Islamic fundamental 
ists, seem to have more. They put a quick 
stop to talk of Pakistan signing the crer, for , 
example. General Musharraf seems. tobe. 
betting that the United States will indulge 
him because the alternative is worse. As for 
curbing the Kashmiri insurgency, Genera 
Musharraf claims to be unable to (the mili 
tant groups do what they want), is probably 
afraid to (lest the militants take revenge) and | 
probably does not want to. Peace, he realises, 
can only strengthen India’ 
hold on Kashmir. 

If India were wise, it 
would seek to reconcile Pak- 
istan and the Kashmiri people 
to that outcome. Instead, the 
alienation is deepening, Ac 
cording to Ravi Nair of the 
South Asia Human Rights: 
Documentation Centre in” 
Delhi, incidents of torture and 
“extra-judicial killing’ have gone up 
since . Kargil. Cordon-and-search 
Operations, which had been. nar 
rowed to spare civilians, have agair 
become less discriminate, says Mr 
Nair. If General Musharraf had a 
inclination to discourage insur 
gency, tales of Indian repression. 
would make it harder. 

There are rumours in Delhi that 
the government is seeking toopena 
dialogue with separatist Kashmiri 
leaders, most of whom are in jail. 
They are said by Indian sources to 
be tired of insurgency and of Pak-. 
istan’s overweening role in it. The: 
idea of a separate peace with the 
Kashmiri people faces countless ob-: 
stacles: among them, the Indian © 
government’s alliance with a state 
government widely regarded as cor- 
rupt and ineffectual, and the repres- 
sion-breeding insurgency. The bet- 
ter the atmosphere within Kashmir, 
however, the harder it will be for Pakistan to: 
justify its reckless proxy war. ! 

Mr Clinton may well leave the subconti 
nent uncertain whether to feel hope, anxiety 
or despair. The challenge of doing justice to 
India’s strengths while curbing, without. 
seeming to, its disruptive impulses would 
test anyone’s acumen. It is even harder to 
make any headway with Pakistan, acountry 



























































clear neighbours, so. keen to show the presi 
dent their good sides, are locked in aspiral of. 
bad behaviour that Mr Clinton can do very 
little to change. He will soon know the truth- 
of that at first hand. 





Terror games 


China turned up the pressure 
on Taiwan, telling the is- 
land’s voters not to pick pro- 
independence candidates in 
the presidential election on 
March 18th. Chen Shui-bian, 
the leading pro-independence 
candidate, said China was 
playing the “terror” card and 
| the Taiwanese would not be 
forced in to reunification. 


Abdul Rahim Noor, Malaysia’s 
former police chief, was given 
two months in jail and a 2,000 
ringgit ($525) fine for beating 


Anwar Ibrahim. 


representing Nawaz Sharif, 
Pakistan’s deposed prime min- 
ister, was murdered. The de- 

| fence team asked the military 
government to move the trial 
from Karachi to somewhere 
safer. The government banned 
outdoor political meetings, 
processions and strikes. 


A Pakistani court convicted 
Javed Iqbal of murdering 
100 boys. According to Is- 
lamic law, he will be put to 
death the way they were: by 
strangulation, with his body 
| cut up and dissolved in acid. 


William Cohen became the 

first American defence secre- 
tary to visit Vietnam since 
the end of the Vietnam war. 


Spain turns right 


Spain's centre-right People’s 
Party, led by the prime minis- 
ter, Jose Maria Aznar, won 





former deputy prime minister, | 
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a handsome victory in a gen- 
eral election. He no longer 
needs the support of the main 
Catalan party, which he previ- 
ously relied upon for a work- 
ing majority in parliament. 


NATO Said it was worried by 
worsening tension in Kosovo. 
French peacekeepers fired 
tear-gas at a crowd of local 
Serbs trying to enter an ethnic- 
Albanian enclave in the 
divided town of Mitrovica. 


France’s main party on the 
right, the Gaullist Rally for the 
Republic, suspended the 
membership of Jean Tiberi, 
the mayor of Paris, who has 


| long been battling against ac- 
Iqbal Raad, one of the lawyers | 


cusations of corruption. 


Denmark announced it 
would hold a referendum on 
September 28th on whether to 
join Europe’s single currency. 


A new Norwegian govern- 
ment, led by Jens Stoltenberg 
of the Labour Party, was set to 
take office. 


The Russian government said 
it had caught a leading Che- 
chen rebel, Salman Raduyev. 


Some 80 people died when 
gas exploded in a coal mine in 
eastern Ukraine. 


The Hungarian government 
called on Romania to close 
down unsafe industrial plants 
after two spillages of toxic 
waste polluted rivers that flow 
into Hungary. 


Papal fallibility 


During a high mass in St Pe- 
ter’s, the pope delivered a 
wide but vague apology for 
sins committed by Catholics 
over the past 2,000 years, in- 
cluding religious persecutions 
and discrimination against 
women. 


A gunman, suspected to be a 
far-right member of Iran’s se- 
curity services, critically 
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wounded a leading reformer, 
Saeed Haijjarian. Also, the 
Iraq-based Mujahiddin oppo- 
sition exploded a mortar near 
the headquarters of the Revo- 
lutionary Guards in Tehran. 


Egypt and Sudan formally 
resumed diplomatic ties, bro- 
ken when Egypt accused Su- 
dan of an assassination at- 
tempt against Hosni Mubarak 
in Ethiopia in 1995. 





More than 2m Muslims from 
all over the world gathered in 
Mecca for the haj pilgrimage. 
All seemed to be going 
smoothly, in contrast to some 
previous years when pilgrims 
died in fires or stampedes. 


Arab foreign ministers, 
meeting in Beirut, had no 
praise for Israel's unilateral 
commitment to withdraw 
from south Lebanon. Instead, 


| they condemned Israel for 


threatening to punish Lebanon 
if attacks continued after 
withdrawal. They also called 
for the Lebanese and Syrian 
peace tracks to be linked, and 
for the right of Palestinian ref- 
ugees to return. 


A UN report charged two Afri- 
can heads of state and several 
governments with breaking 
UN sanctions against the rebel 
UNITA movement in Angola. 
The accused governments 
claimed the report was based 
on rumour. 


Aid workers struggled to reach 
thousands of people made 

homeless by the recent flood- 
ing in Mozambique and Mad- 
agascar. The Paris Club of rich 
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| The ime and other lenders of- 





countries agreed to suspend, 
but not forgive, Mozambique’s 
repayment of its debts. 


Southern clinches 


The two surviving contenders 
in America’s presidential 
race, George W. Bush for the 
Republicans and Vice-Presi- 
dent Al Gore for the Demo- 
crats, clinched their parties’ 
nominations after winning 
primary elections in six south- 
ern states. 


Francisco Santos, a journalist 
and prominent campaigner 
against violence and intimida- 
tion in Colombia, was forced 
into exile by death threats 
which he attributed to the 
FARC guerrillas. 





Ecuador’s government sent to 
Congress a bill designed to se- 
cure international support for 
its plan to adopt the dollar. 


fered $2 billion over three 
years, more than expected, if 
the bill passes. 


Francisco Arias, a former ally 
of President Hugo Chavez of 
Venezuela, said he would 
run for the presidency against 
Mr Chavez in May. The two 
men led an unsuccessful coup 
in 1992. 





In an election with a low turn- 
out in El Salvador, the 
FMLN, a party formed by for- 
mer leftist guerrillas, displaced 
the ruling ARENA as the larg- 
est party in Congress, but 
without winning an overall 
majority. In the capital, the 
FMLN mayor wonasecond | 
term. 
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chasing will give GM a 20% 
stake in Fiat, in exchange for 
5.1% of Gm’s shares, valued at 
$2.4 billion. 









| BMW. 





” 2000 
Primark Datastrear 


BMW sold some of its British 
Rover subsidiary. The Ger- 
man car maker has been 
weighed down by Rover's 
losses, which have at times 
threatened smw’s own future. 
The last straw was a threat by 
the European Commission to 
block a British government 

| subsidy intended to persuade 
| Bmw to keep Rover’s Long- 
bridge plant open. 





The European Commission 
also blocked the acquisition of 
Scania, a Swedish lorry 
maker, by Volvo, another 
Swedish vehicle company, cit- 
ing concerns about the pair's 
market dominance. 





Britain’s government an- 
nounced launch aid worth 
£530m ($835m) to BAE Sys- 
tems to develop wings for 
Airbus Industrie’s proposed 
A3Xx superjumbo. The new 
aircraft, with up to 650 seats, 
would challenge Boeing's mo- 
nopoly in large jets, but it has 
yet to win any firm orders 

| from airlines. 





| Boeing and the American 
government both expressed 
concern over the state aid to 


















|} strike by some 15,000 engineers 


| gap in its operations since the 





| BAE. Meanwhile, it was re- 
ported that Boeing had sus- 

i pended research on a new 

| range of passenger jets, the 
-20xx. programme; and produc- 
| tion delays lengthened as a 


over pay and conditions re- 
mained unresolved. 


The chief executive of trou- 
bled British Airways, Bob 
Ayling, resigned. Until the air- 
line finds a new boss, Lord 
Marshall, pa’s chairman and 
Mr Ayling’s predecessor in the 
job, will take temporary 
charge again. 


Oiling the wheels 





BP Amoco announced a deal 
to sell the $7 billion Alaskan | 
oil operations of Atlantic 
Richfield to Phillips Petro- 
leum. The motive for the sale 
was to persuade America’s 
competition watchdogs that 
sp Amoco’s $30 billion merger 
with Arco should proceed. 





se Amoco also agreed to buy 
Burmah Castrol, a British- 
based lubricants firm, for £3 
billion ($4.7 billion) to fill a 


end of a joint venture with 
Mobil. 


Saudi Arabia sent the oil 
price skidding by arguing, 
ahead of a crucial opec meet- 
ing next week, that “lots” 
more oil should be produced 
to meet demand. 


Lastminute.com, a glorified 
British travel agent, made its 
stockmarket debut with an 
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initial public offering that, at 
the end of the first day’s trad- 
ing, valued the company at 
£732m ($1.15 billion). Laste 
minute.com, which raised: 
£u14m for investment, 1$ ex- 
pected to start making a profit 
no earlier than 2004. 


Sema, an Anglo-French com- 
puter-services group, an- 
nounced a deal to buy: LHs,.an 
American mobile-phone soft- 
ware firm, for $4.7 billion in 
stock, Sema's shares fell by 15% 
as investors fretted over the 
price it was paying. 


Big big banks 


Japan’s Sanwa, Asahi and 
Tokai became the latest con- 
tenders in the race to mega- 
banking. Asahi and Toxai, al- 
ready planning to ally, were 
reported to be considering a 
full merger with Sanwa to 
create a bank with assets of 
¥103 trillion ($977 billion). 


Aetna, America’s largest 
health insurer, rejected an un- 
solicited bid worth $10.4 bil- 


| lion from WellPoint, another 


American health firm, and 
ING, a Dutch financial group. 
The bidders probably in- 
tended to split Aetna’s health 
and finance operations. In- 
stead Aetna will do this itself 
in an effort to remedy its ills, 


The Internet, fast becoming a 
medium for trading shares, is 
allegedly also useful for in- 
sider dealing. American au- 
thorities arrested 19 people 
charged with illegally making 
$8.4m after confidential in- 
formation was passed on 
through web chat-roorns. 


Overexposed? 


American households are 
heavily exposed to the stock- 
market, according to a Federal 
Reserve report. In 1999, Ameri- 
cans held $13.3 trillion in 
shares, nearly 32% of house- 
hold wealth, ten. percentage 
Pan Pd than ir in. 1995. 















| Source: Primark patanen 
Nasdaq, America’s tech- | 
dominated stockmarket, sufe | 
fered a series of falls, shedding 4 
4% in one day. Partly to blame. 
was a 13% fall in Nasdaq's bio- 
tech index, but other tech 
stocks also weakened: The 
Dow Jones Industrials bene- < 
fited, as investors switched: : 
into blue-chip equities; it rose 
over 3% in one day. 


The European Central 
Bank raised its key refinanc- 
ing rate by a quarter point, to 
3.6%. The inflation rate in the. 
euro area has been creeping 
up in recent months; to.2.0% 
in January, largely as a result 
of higher oil prices anda’. 
weak euro. America’s Federal 
Reserve is expected to follow: 
suit on March zist, 





Japanese GDP fell by 14% in 
the fourth quarter of 1999, 
putting the country back in re- 
cession. Corporate bankrupt- 
cies were up by 51% in Febru- 
ary compared with a year 
earlier. But the government 
claims growth will have re- 
sumed in the first quarter of 
2000. The Bank of Japan, in- 
tent on nurturing a recovery, 
intervened in currency mar- 
kets to hold the yen down. 


Horst Köhler, Europe’s sec- 
ond-choice candidate for the 
top spot at the imf, was 
backed by Europe’s finance 
ministers and also got the 
thumbs-up from President 
Clinton. He is now almost cer- 
tain to get the job. But the 
Americans’ approval of him 
still seemed half-hearted; they 
would have preferred a 
awed poli litical figure. 
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The Unintended 
Consequences of 


Price Controls 
By John E. Calfee 


he United States is the only OECD 

country that does not impose some 

form of price controls on prescrip- 
tion drugs, and some American policy- 
makers argue that their country should 
adopt this approach as well. The question 
that must be considered is: what is the 
effect of such controls? In a new study 
for the American Enterprise Institute, I exam- 
ined the potential impact of controls on a 
number of factors, ranging from invest- 
ment in innovation to consumer access to 
new therapies. The evidence suggests that 
price controls on prescription drugs would 
have some significant unintended conse- 
quences. Despite the apparent popularity 
of price controls, the potential harms from 
controls are far more varied and extensive 
than most people realise, mainly because 
those harms are either difficult to predict 
in advance or are hidden from view once 
they occur. 

First, there is the effect on investment 
in research and development. Advocates of 
price controls often say they wish to esta- 
blish “reasonable” pharmaceutical prices or 
profits without impeding the development 
of useful new pharmaceuticals. This is a 
well-meaning sentiment, but it leads down 
an extremely dangerous path, No one can 
know what would be a “reasonable” reward 
for solving research problems that have 
remained unsolved for decades. Who knows 
how much a breast cancer cure is worth, 
and what it will cost? Yet that is precisely 
what firms have to know or at least they have 
to know what the government will later deter- 
mine to be a reasonable level of profits for 
breakthrough drugs yet to be developed. 
Pharmaceutical firms facing price controls 
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would be reluctant to gamble a billion dollars 
in a highly uncertain search for a breast 
cancer cure because they would believe that, 
if and when they were to beat the long odds 
against success, a government agency might 
decide that the drug's price is too high. 

It is true that some price control re- 
gimes attempt to set higher prices for more 
innovative drugs. However, that approach 
requires price controllers to outguess the 
market in deciding which research areas 
are most promising and which new types of 
drugs would be most useful an impossible 
task, because regulators cannot possibly 
have access to as much information, as 
quickly, as a free market could generate. 
The astonishing pace of innovation in con- 
temporary pharmaceutical research makes 
the regulator's task even more difficult. 

Price control regimes also fail to re- 
ward further discovery as to the value of 
existing therapies. Fixed prices ignore the 
costs and benefits of new research on old 
drugs. Such remarkable successes as the 
statin-class cholesterol-reducing drugs and 
the clotbuster tPA, found some of their most 
important uses as a result of large-scale 
clinical trials executed by their manufac- 
turers after the drugs were already in use. 

Second, there is the impact on com- 
petition. Wherever there are price controls, 
powerful parties learn to work the controls 
system to their advantage and the disadvan- 
tage of competitors. Pharmaceutical price 
controls in Japan and to a lesser extent in 
France are designed in part to protect dom- 
estic pharmaceutical manufacturers at the 
expense of foreign competitors, without re- 
gard to the relative value of the products 
being marketed. These arrangements work 
to the disadvantage of consumers, particu- 
larly in Japan where many of the most effect- 
ive drug therapies for cancer, heart disease, 
and other conditions are simply unavailable. 
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Even when they are designed to protect 
local industry, price controls end up crippling 
domestic companies, by distorting incent- 
ives and creating an environment that is 
unfriendly to companies that pursue risky 
research in search of breakthrough therapies. 
In countries ruled by price controls, research 
by local pharmaceutical companies tends to 
be curtailed or channelled into lines far less 
challenging than those that yielded the re- 
markable advances of the past two decades. 


The evidence suggests 
that price controls on 
prescription drugs 
have some significant 
unintended 
consequences. 


Those harms are largely invisible to 
the public in these countries. Worse, price 
controls systems tend to persist, despite their 
destructive consequences, because pharma- 
ceutical firms, healthcare providers and 
healtheare funding agencies can learn to live 
with and even benefit from a system that 
reliably protects profits and discourages new 
entrants, while assuring stability in prices 
and expenditures. Meanwhile, cutting edge 
scientists and venture capital quietly re- 
trench in their work on pharmaceuticals for 
the elderly — to cite one important area - 
and move on to more profitable arenas. 

All this penalises patients who gain 

the most from new pharmaceuticals and 
must therefore lose the most when new 
drugs fail to appear. 
John E. Calfee is a resident scholar at the American 
Enterprise Institute (AED in Washington, D.C., USA. 
This essay is adapted from his monograph Prices, 
Markets, and the Pharmaceutical Revolution. To order 
a copy, please see the AEI website at www.aei.ong or 
call +(202) 862 5800. 
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The Korean rebel without 


What now for Kim Dae Jung, who restored South Korea’s fortunes, bolstered 
its democracy, tried to make friends with the communist North and yet 


stands to be rejected by many voters? 


HEN Kim Dae Jung was decisively 

elected South Korea’s president in De- 
cember 1997, he was considered something 
of a maverick, butnevertheless the right man 
for the time and the job. Mr Kim had cam- 
paigned relentlessly for greater democracy, 
even though his efforts had earned him a 
spell in jail and an attempt on his life by his 
own government. He was, many said, Asia’s 
Nelson Mandela. Once in power, Mr Kim 
quickly rolled up his sleeves and set about 
rescuing recently industrialised South Korea 
from devastation by the Asian financial 
whirlwind. He largely stuck to the harsh 
terms of an imr bail-out, launched a series of 
reforms and has now seen a remarkable 
tumaround in the economy. But his popu- 
larity has slumped: less than half of South 
Koreans now support him, compared with 
Over 70% two years ago. 

The opinion polls suggest that in the gen- 
eral election on April 13th, Mr Kim’s party 
will fail to win a majority in the 273-member 
National Assembly. Having restored the 
country’s economic health and brought in a 
new era of democratic politics, Mr Kim now 
appears to have lost momentum. As a result, 
traditional regional animosities are once 
again starting to dominate. 

South Korea’s political landscape has 
long been drawn along regional divides. Mr 
Kim's own political base is in the Cholla re- 
gion in the south-west. This area is less 
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prosperous than the rest of the country, 
partly because it had for many years been 
overlooked by South Korea’s political lead- 
ers, who came from other regions. Had Mr 
Kim not broadened his support by forging a 
coalition with the United Liberal Democrats 
(uLD), which has its base in the Chungchong 
region in the mid-west, he would not have 
won the presidential election. 

Last month the coalition fell apart. The 
uLp’s leader criticised Mr Kim for breaking 
an agreement between the two parties to re- 
vise the constitution and introduce a par- 
liamentary system of government, with a 
prime minister taking a powerful role. Mr 
Kim seemed to have realised that the divorce 
was coming. In January, he had renamed his 
own party the Millennium Democratic Party 
(mpre) and launched a campaign to attract 
new members, especially more reform- 
minded ones. The ULD was then invited to 
merge with the mpp, but refused. 

Relations soured further when Mr Kim 
publicly supported a campaign by civic 
groups against politicians who were consid- 
ered corrupt or tainted by past abuses of 
power. The civic groups wanted several indi- 
viduals, among them the leader of the uLD, 
dropped as candidates in the general elec- 
tion. The ULD, however, appealed to its re- 
gional grassroots and managed to resist the 
ousting of its leader. 

Had it not been for all the infighting in 
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the main opposition group, the Grand Na- 
tional Party, Mr Kim’s difficulties over the 
past two years might have been much worse. 
The divided opposition allowed his co- 
alition to ram legislation through the Na- 
tional Assembly. Now the split in the Grand 
National Party has widened to the point that 
Cho Soon, a former mayor of Seoul, has used 
asmall breakaway group to form yet another 
new party, the Democratic National Party. 
So, having once seemed likely to be just a 
two-horse race, the general election is now a 
four-horse affair. 

That will not help Mr Kim, who has 
plenty of other problems. Many conserva- 
tives criticise him for being too soft on com- 
munist North Korea, and for his “sunshine 
policy”, which seeks constructive engage- 
ment with the regime in the North. The crit- 
ics complain about the lack of strings at- 
tached to South Korea’s help for North 
Korea, even though the policy may be hav- 
ing some effect. North Korea has recently 
embarked on an unprecedented diplomatic 
effort to hold talks with other countries, al- 
though not yet South Korea, with which it is 
still technically at war. Some South Koreans 
now even visit the North, although the gulf 
between the two Koreas remains huge (see 
box on next page). 

Just as worrying for the ruling party, 
South Koreans now seem more cynical, and 
many do not trust Mr Kim. When in opposi- 
tion, his party blocked the passage of finan- 
cial reform bills and revised labour laws, 
which eventually became the very sub- 
stance of hisown reforms. In the presidential 
contest, he won votes by campaigning 
against the harsh conditions that the mr at- 
tached to its $58 billion bail-out. Later, how- 
ever, he imposed them. 

Back in 1997, things were bleak and 
South Koreans were ready to rally behind Mr 
Kim as the person most likely to save a coun- 
try heading for bankruptcy. Having shrunk 
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A blurred postcard from North Korea 


ONJONGRI 


LEX SHIM isa man learning not to be in 
a hurry. He has a note on his desk re- 
minding himself of the virtues of patience. 
Mr Shim works for Hyundai, South Korea's 
largest conglomerate, and runs its pioneer- 
ing tourist resort at Onjongri in North Ko- 
rea. Since it was set upin November 1998, it 
has attracted more than 180,000 visitors 
from South Korea. Though the rugged, 
snow-capped peaks of the nearby Dia- 
mond Mountains are much to everyone's 
liking, the more striking experience is of the 
gulf that remains between the two Koreas. 
North Korea’s deal with Hy- 


munist North: “We help them to under- 
stand that capitalism is not their enemy.” 
But there is a long way to go. Almost 
everything the South Koreans do is re- 
garded with intense suspicion and sub- 
jected to scrutiny. Tourists even have to be 
cautious about taking cans of Coca-Cola 
into North Korea, because they may be 
seen as symbols of American imperialism. 
Regular meetings have to be held with 
officials from Pyongyang, North Korea’s 
capital, to iron out problems and misun- 
derstandings. Last June, a South Korean 


housewife was detained for six days after 
being accused of encouraging a North Ko- 
rean tourist guard to defect. Not that the 
tourists meet many ordinary North Kore- 
ans. They travel by bus in a convoy to the 
mountains along roads lined with high 
barbed-wire fences and grim-faced sol- 
diers. When the road passes a village, 
newly built walls prevent even a glimpse of 
daily life on the other side. 

The North Korean guides discourage 
conversation. They are quick, however, to 
hand out fines for “violations”, such as 
smoking in unauthorised places or appear- 
ing to ridicule inscriptions carved into 
mountain cliffs which eulogise North Ko- 
rea’s late leader, Kim Il Sung. 

Though the tours are sup- 





undai is expected to earn the im- 
poverished country more than 
$940m by 2005. In return, Hyun- 
dai has a 30-year exclusive deal 
to develop the region around the 
resort. The company has ambi- 
tions for a golf course, a ski resort, 
a floating hotel and a host of 
other delights. It has already 
built a giant greenhouse and is 
teaching North Koreans how to 
grow vegetables all year round 
and how to sell them to the tour- 
ists. Mr Shim shudders at the 
suggestion that this is sowing the 
seeds of capitalism in the com- 





by 5.8% in 1998, the economy grew by 10.2% 
last year. It is forecast to grow by at least 6% 
this year. Nowadays, people feel the worst is 
behind them and hear nearly all politicians 
singing much the same economic tune. 

Although it is true that politicians every- 
where fail to keep their promises, only about 
a third of those made by Mr Kim in his presi- 
dential campaign have been fully imple- 
mented, suggests one civic group, the Citi- 
zens’ Coalition for Economic Justice. It says 
some promised legislation, including a law 
to prevent money laundering, has not been 
drafted. A big difficulty is that Mr Kim has 
not been able to outmanoeuvre bureaucrats 
who resist change, according to Park Jai 
Chang, a professor of public administration 
at Sookmyung Women’s University. Hence 
reform of the civil service, one of Mr Kim's 
main policies, remains largely undone. 

It may well remain undone indefinitely 
if Mr Kim fails to win an absolute majority. 
That might oblige him to form another co- 
alition, which would mean more compro- 
mises. Either the Lp or the Democratic Na- 
tional Party could be a candidate for such an 
alliance. But the price of support demanded 
by either group would be high. All this could 
leave South Korea’s rebellious reformer look- 
ing something of a lame duck. 

= = 
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Glad you’re not here 


posed to be a symbol of the 
“sunshine policy” devised by 
South Korea’s president, Kim 
Dae Jung, to try to engage the 
North, they are so tightly con- 
trolled that there is little room for 
Koreans from either side to get 
acquainted. One South Korean 
tour official admits that, if any- 
thing, the tours have highlighted 
the divide. “The South Koreans 
want to hug [the North Koreans| 
and tell them we are the same, 
we are Koreans; you are my 
brother, my sister. But the North 
Koreans, they're not interested.” 








Indonesia 


That dreadful smog is back 


PEKANBARU, RIAU 


At last, Indonesia’s government makes a stand against the plantation owners 


T'S that time of the year again in South- 

East Asia. The dry season is starting, and 
with it comes the poisonous smog that often 
blankets large areas of the region, burning 
people’s eyes and making it hard to breathe. 
Once again, the culprit is Indonesia. The dif- 
ference, this year, is that the new govern- 
mentis trying to take action. This week it sus- 
pended the business licences of four 
plantation companies, one of them Malay- 
sian-owned, which are accused of deliber- 
ately setting fires in Sumatra. If 





$ r WATS =) 
the companies are prosecuted [hy 7 SOA PHILIPPINES 
and convicted, they could face S ea ge fg PACIFIC 
fines of over $600,000. Their man- v \MIALAYS LATE ' 
agers could go to prison. eo. ee N SE 
Indonesia's environment a fon. goag 
minister has called the setting of SUMATRA $ To en OARA 
forest fires “a national disaster”. a oi “on ee 
On March 14th, the plantation toh DO Fe lA A 
. JAVA eS a OS 
owners were given two weeks to a of 
extinguish all fires, regardless of INDIAN OCEAN Gites Prorat 
who had started them. Neverthe- | 1900m HAS £ 








less, with limited resources, a vast area to po- 
lice and plenty of corruption, itremains to be 
seen just how tough the government's crack- 
down turns out to be. 

So far, one of the worst affected areas has 
been the Sumatran province of Riau. Gov- 
ernment officials there believe almost all the 
fires have been started by plantation owners 
and farmers. At one stage, satellites detected 
more than 500 hotspots in Riau alone, indi- 
cating that a large number of fires had been 
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Taking no chances in Pekanbaru 


set. This prompted alarm in nearby Singa- 
pore and Malaysia. Forest fires have also 
been reported in Kalimantan. 

Burning is a cheap and quick way for 
plantation companies to clear land for cul- 
tivation before the new planting season. But 
aftey huge fires raged through Sumatra and 
Kalimantan in 1997, choking large parts of 
South-East Asia, the practice was outlawed. 
Last year members of the Association of 
South-East Asian Nations, which includes 
Indonesia, agreed to adopt a “zero-burming” 
policy for clearing land. The government in 
Jakarta was urged to act quickly. 

Even though the burning has continued 
every year since 1997, few plantation compa- 
nies have been prosecuted. The companies 
have for decades been able to exploit lucra- 
tive forest concessions provided by the gov- 
ernment, after clearing the land establishing 
palm oil, rubber and coffee estates. Environ- 
mentalists in Riau have become increasingly 
frustrated at the lack of resclute action by the 
authorities. Last year only one company in 
the province was successfully prosecuted 
and even then its owner was let off lightly. 

Environmentalists are worried that this 
season’s fires could become as serious as in 
1997. Not only have they begun earlier than 
usual, but forecasters predict that the 
weather will be drier than usual, as it was 
three years ago, once again contributing to 
the ferocity of the fires. 

After just one week of smog in Pekan- 
baru, the provincial capital of Riau, dozens 
of patients have been brought into local hos- 
pitals suffering from asthma and other respi- 
ratory problems. Doctors treating victims of 
the pollution are now openly expressing 
their anger with the government for failing 
to tackle the problem. 

“We never expected this would keep 
happening year after year,” says a lung spe- 
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cialist. “This is stupidity which we cannot 
tolerate any more.” The doctors have given 
warning that a generation of young children, 
who are particularly susceptible to the 
harmful effects of the smoke, may suffer per- 
manent damage to their health. This week 
there was a temporary respite. Several days 
of rain in Sumatra have helped to douse the 
flames. Everyone is hoping, without much 
confidence, that they will be gone for good. 





Sri Lanka 


City slaughter 


COLOMBO 


É >y streets of Colombo, Sri Lanka’s capi- 
tal, bear the scars of many bombings. 
What happened on March 10th was rarer, a 
battle between Tamil Tiger guerrillas and se- 
curity forces. It left 29 dead and 72 injured. 

The encounter was on a stretch of road 
leading from Parliament. The house was to 
adjourn at around 6pm. Thereafter the road 
would be busy with ministers and other 
members of parliament on their way home. 
According to the police, the Tigers’ plan was 
to kill the deputy minister of defence, Gen- 
eral Anuruddha Ratwatte, as his car drove 
past. General Ratwatte is an unrelenting foe 
of the Tigers, and a cousin of President Chan- 
drika Kumaratunga. 

Earlier that day, a squad of ten Tigers had 
somehow contrived to move into what is 
normally a high-security area, took cover 
and settled down to wait. They were armed 
with rocket-propelled grenades and other 
weapons. But shortly before 69m someone 
who lives nearby became suspicious about 
activity in the road and alerted a police post. 
Three policemen went to investigate. The 
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guerrillas panicked and shot all three dead. 
They then ran along a nearby railway line, 
firing indiscriminately. 

Five Tigers eventually found shelter in a 
block of flats, where they held police and sol- 
diers at bay until early next morning, when 
the building was stormed. One Tiger in the 
building was shot dead. The other four were 
said to have killed themselves. One soldier 
and two civilians died in the building. The 
other five Tigers in the assassination squad 
appear to have been killed while trying to 
leave the city. The remaining 13 dead were re- 
ported to be civilians caught in the crossfire. 

The slaughter came the day after Presi- 
dent Kumaratunga and the opposition 
leader, Ranil Wickremesinghe, met to dis- 
cuss a possible consensus on ways to end the 
war with the Tigers, who seek a Tamil home- 
land in the north-east of the island. The at- 
tack is an affront to Norway, whose foreign 
minister, Knut Vollebaek, helped to bring the 
two leaders together last month. Poor Mr 
Vollebaek, unfamiliar with the ruthless 
ways of the Tigers, must be puzzled. He in- 
sists that Norway agreed to get involved asa 
neutral broker only after urging by Tiger rep- 
resentatives in western capitals. Mr Volle- 
baek’s intervention may, anyway, now be 
history. His government fell on the day of the 
Colombo attack. The new government was 
expected to replace him this week. 

He may count himself well out of it. Ne- 
gotiating with the Tigers’ leader, Velupillai 
Prabhakaran, is beset with hazards. He de- 
mands a separate state of a third of the land 
area of Sri Lanka. He has made it clear that he 
visualises this as a one-party Leninist coun- 
try. India, the subcontinent’s superpower, 
appears to believe that negotiations at 
present are pointless. Its aim is to arrest Mr 
Prabhakaran and try him for his complicity 
in the murder in 1991 of Rajiv Gandhi, a for- 
mer Indian prime minister. 

The cheerful news for Sri Lanka is that 
tourism continues to do well. It is the coun- 
try’s fourth-largest earner of foreign cur- 
rency. Sri Lanka aims to attract about 500,000 
overseas visitors this year. So far the Tigers 
have not threatened tourists. They do not 
want to get a bad name. 
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Kazakhstan and Russia 


Mother calls 


UST-KAMENOGORSK 


F THE 16m people who live in Kazakh- 

stan, about 5m are ethnically Russian. 
After the break-up of the Soviet Union and 
Kazakhstan's independence in 1991, the Rus- 
sians sullenly accepted the loss of their su- 
premacy. Now some Russians feel they are 
on the way up again. Along with Russians in 
Russia, they applaud the campaign in 
Chechnya. Vladimir Putin, Russia’s acting 
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BANGKOK 


T IS a homelessness problem of massive 

proportions. What can you do with 
squatters who eat up to 350 kilos (77olb) of 
food a day and block the traffic to boot? Al- 
though elephants are not supposed to be 
taken into Bangkok, the police generally 
have done their best to ignore them. But on 
March 10th the Bangkok governor's office 
banned from the capital Thailand’s na- 
tional symbol. 

In response, the elephants’ trainers, or 
mahouts, led a protest march around 
Bangkok before decamping to 
Ayutthaya, north of the capital, 
for an elephant festival and to 
confer with forestry officials 
about where their animals could 
go. In Bangkok the police stood 
by with tranquilliser guns and 
manned the roads out, just in 
case the mahouts and their 
charges tried to storm back into 
the city. 

Elephants have long played 
a role in Thailand’s history, once 
gracing the national flag. But 
only in the past two decades 
have they descended on Bang- 
kok’s streets in such numbers. As 





Bangkok’s wide-body traffic problem 





the Thai economy has grown, traditional 
habitats in north-eastern Thailand have 
been destroyed and machines introduced 
where elephants used to work. Both the el- 
ephants and their mahouts have become 
redundant. 

Struggling to feed their animals and 
themselves, many mahouts have taken 
their charges to Bangkok, where they ply 
tourist areas. As many as 70elephants have 
been wandering around Bangkok. The city 
government thinks the locals have tired of 






them. Last month a large elephant ran wild 
in the city centre, bringing the traffic to a 
standstill for even longer than usual. Sev- 
eral elephants have been involved in colli- 
sions with cars. The sight of forlorn pachy- 
derms, many suffering from skin diseases 
caused by unsuitable diets, pounding the 
capital’s hot, hard pavements horrifies ani- 
mal-rights activists. 

It is unclear where the homeless ele- 
phants will go. Welfare organisations have 
proposed using the animals to ferry visi- 
tors around tourist sites. In Ayutthaya, offi- 
cials suggested that national park rangers 
should ride elephants while on patrol, cre- 
ating a Thai version of the Canadian 
Mounties. Although some new 








No home, no job, elephant to support 
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jobs are promised, little money is 
available for either proposal. 

For now, the mahouts have 
agreed to stay out of Bangkok 
while homes for their animals 
are found. Ultimately, however, 
they may return to the city. “No 
matter what the government 
tries, if they don’t address the 
root causes of the problem, they 
will never get rid of the ele- 
phants,” says Alongkorn Ma- 
hannop, an elephant specialist. 
That means finding homes and 
work for the elephants and their 
handlers alike. 








president, is seen as their man. The idea of 
Kazakhstan's president, Nursultan Nazar- 
baev, that members of the country’s 130 na- 
tionalities should accept the idea of a “com- 
mon home”, learning the Kazakh language 
as well as their own, seems even less appeal- 
ing than when it was proposed years ago. 

The first public sign of this shift in Rus- 
sian assertiveness was the arrest of 22 young 
ethnic Russians, among them 12 Russian citi- 
zens, in Ust-Kamenogorsk in north-east Kaz- 
akhstan last November. They were accused 
of planning to seize local government build- 
ings and declare an independent Russian re- 
public. The details of the affair are still un- 
clear. However, the city’s mayor, Vera 
Sukhorukova, insists that there is no support 
for separatism. 

A study of local history suggests she is 
wrong. Eastern Kazakhstan, of which Ust- 
Kamenogorsk is the capital, has always been 
different from the rest of the country. Cos- 
sacks from Siberia began colonising the area 
in the late 17th century. Its northern region 
was once considered part of Siberia. In 1936, it 
became part of the Soviet republic of Kaz- 
akhstan. It remains preponderantly Russian, 
despite the departure of many people to Rus- 
sia in the first years of independence. In Ust- 
Kamenogorsk, about 75% of the population 
are ethnically Russian. 

Kazakhstanis in general still have a 
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strong affection for mother Russia. In Febru- 
ary, the leaders of several Slavic organisa- 
tions, together with the Communist Party, 
demanded at a meeting in the capital, As- 
tana, that Kazakhstan should join the Rus- 
sia-Belarus union. They called for a nation- 
wide referendum on the issue. The demand 
was assumed to be timed to coincide with 
the Russian presidential-election campaign, 
before the poll on March 26th. “We want the 
candidates for the Russian presidency to 
hear about it,” says Gennady Belyakov, an 
ethnic-Cossack leader. 

Mr Belyakov says he feels no discrimina- 
tion against him. Nevertheless, he is con- 
vinced that Kazakhstan’s political and econ- 
omic fortunes would improve along with 
Russia’s if the two countries joined in a con- 
federation. As things stand, Kazakhstan is 
economically dependent on Russia, he says. 
The country will need help to defend itself 





RUSSIA 


against possible future attacks by Islamic 
fundamentalists. He claims his fellow Cos- 
sacks do not want to learn the Kazakh lan- 
guage. As a result of government efforts to 
assimilate them, some Cossack women are 
even marrying ethnic Kazakhs, he com- 
plains indignantly. 

On the other hand, ethnic Kazakhs say 
they are determined not to become a Rus- 
sian colony again. “We will fight,” says Kha- 
sen Kozha-Akhmet, leader of a pro-Kazakh 
movement, Azat. In his view, Russians are 
imperialistic and always want others to 
bend to their will. Perhaps not too seriously, 
he predicts that Russian emigrants to the Un- 
ited States who do not want to learn English 
will call on the Americans to unite with Rus- 
sia. If Russians want to live in Russia, they 
should move there, he says. 

This is not an option for all. Cossacks 
have lived in southern Kazakhstan since the 
1820s, and their successors have no intention 
of leaving what they regard as their rightful 
home. With the genie of nationalism now 
out of the bottle, it is difficult to say what 
may happen after the Russian election. One 
thing that Cossacks, Russians and ethnic Ka- 
zakhs all agree on, however, is the open re- 
jection of any form of separatism. Each side 
purports to want whatis in the best interests 
of Kazakhstan, but in its own way. 
= 
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The slow death of Boeing man 


SEATTLE 


America’s most costly white-collar strike reveals the tensions between the 


older and newer parts of its economy 


ICHAEL GRAINGER hardly looks like 

a tough union type: soft-spoken, grey- 
haired, neatly dressed in a woollen sweater 
and khaki trousers. Yet Mr Grainger, an aero- 
dynamics engineer who has spent 32 years 
working for Boeing, recently stood waving a 
picket sign with a score of other engineers 
outside the gates of the factory in which they 
normally help to design Boeing 737 and 757 
airliners, as drivers in passing cars honked 
horns in support of them. 

For Mr Grainger, and 18,000 others like 
him, this is a novel experience. Their union, 
the Society of Professional Engineering Em- 
ployees in Aerospace (srera), has had only 
one other walkout in its 54 years, a one-day 
strike in 1993. Yet its members are now more 
than six weeks into the longest, biggest 
white-collar strike in American history. As 
the strike has worn on, it has both harmed 
America’s biggest exporter and made people 
like Mr Grainger into somewhat unlikely 
icons of America’s trade-union movement. 
But its chief significance may be its exposure 
of a growing gap in America’s skilled classes. 

Boeing and sreea have been feuding for 
most of the winter over things like forcing 
union members to help pay for health insur- 
ance. But when the union’s members walked 
out on February 9th, nobody expected the 
strike to last more than a week or two: the 
members had only a rudimentary strike 
fund. Now, however, they say they are pre- 
pared to stay out as long as necessary. 

Why the intransigence? The underlying 
issue has as much to do with professional 
status as with cash. A decade ago, Bocing’s 
engineers were the princes of the Seattle 
economy: the creators of the jumbo jet had 
secure, well-paid jobs and the respect not 
just of the company but of the town. Even 
the end of the cold war, which wrecked the 
lives of many aerospace engineers in south- 
ern California, did not seem to hurt Seattle. 

Since then, Boeing has run into pro- 
blems, some of its own making, others to do 
with competition from the revitalised Air- 
bus consortium (see page 71). And in its at- 
tempts to fight back it has often trampled on 
the engineers’ status. Research budgets have 
been cut. The engineers have had to join 
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All this used to be mine 


more teams with blue-collar workers. One 
reason for their present rage is that when the 
company’s blue-collar workers threatened a 
strike in 1999, Phil Condit, Boeing’s boss and 
a former sPEEA man, came up with a gener- 
ous settlement at the last minute. 

But, for many of the engineers, the bigger 
change has been the way that Seattle man 
has given way to Redmond man in the local 
hierarchy. The explosive growth of Micro- 
soft, Amazon.com and other “new econ- 
omy” firms has left the engineers looking old 
and poor. The aircraft engineers make on av- 
erage a respectable $63,000 year. Butin King 
County, where many Boeing employees live, 
high-tech workers make some $236,000 each 





in combined salary and stock options. And 
house prices have soared out of the reach of 
young aircraft engineers. 

David Olson, a professor of political sci- 
ence at the University of Washington, argues 
that this “status dislocation” (both inside 
and outside Boeing) accounts for much of 
the bitterness. The picket lines are genteel 
enough, but the Interne: sites set up by the 
engineers ooze with vitriol. It is remarkable 
tosee college-educated, computer-savvy en- 
gineers imitate the “brothers and sisters” lan- 
guage of car workers and meat packers. 

Many of the strikers direct their anger at 
the company’s “unnecessary” merger with 
McDonnell Douglas, and the resulting need 
to increase profit margins. A particular hate- 
figure is Harry Stonecipher, McDonnell Dou- 
glas's former boss, who has brought his 
blunt, it’s-a-business-not-a-family approach 
to Boeing as president of the larger company. 
So the strikers hang on, probably to no finan- 
cial avail. With retirement just around the 
corner for many of them, the $8,000 they 
have already lost could outweigh any con- 
cessions they may win from Mr Condit. 


A different sort of war 


In one way, their plight is a tale of the harsh 
(if productive) effects of the competition that 
is rolling up the job hierarchy. To many blue- 
collar workers, even those at Boeing, the in- 
security and loss of status the engineers are 
now experiencing have long been a familiar 
feeling. Boeing’s engineers, on the other 
hand, have been a particularly coddled 
bunch. Boeing’s somewhat military factories 
feel as if they are part of a different century 
from the sprawling “campus” at Microsoft. 
Perhaps, rather than resenting the 25-year- 
old multi-millionaires around the corner, 
the Boeing people should learn from them. 
The proximity of the old and new econo- 
mies is particularly striking in Seattle. But itis 
also evident elsewhere. The car workers at 
General Motors’ and Toyota’s joint venture 
at Fremont on the San Francisco Bay pride 
themselves on being their industry's trend- 
setters, but they feel nothing in common 
with their neighbours in Silicon Valley; and 
they know whom to blame for high house 
prices and long commutes. Bureaucrats and 
journalists in Washington, pc, are beginning 
to suffer in similar ways from the arrival of 
companies such as America Online. 
Thecountry’s trade unions have an obvi- 
ous interest in the proceedings in Seattle. The 
strike is “extraordinarily important for the 
labour movement,” says Arthur Shostak, of 
Drexel University in Pennsylvania. The un- 
ions have at last seen some pick-up in mem- 
bership, but that has come largely from re- 
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UNITED STATES 


cruiting poorer workers, many of them 
immigrants. Boeing's engineers may not be 
the Intel chip makers that the unions fanta- 
sise about attracting, but they still represent 
new territory. Although speEA members 
voted to affiliate themselves with the 
AFL-CIO only last October, the (mainly blue- 
collar) union federation has courteously 
contributed to the engineers’ tiny strike fund. 

As for Boeing, even though the aircraft 
maker has industrial logic on its side, the sus- 
picion remains that it has not handled the 
strike well. Earlier this month, it in effect de- 
clared that talks were over and imposed its 
terms on the 5,700 or so engineers who are 
not members of speeA. The sum the two par- 
ties are fighting over—$9om in bonuses and 
benefits—is not all that large for a company 
with net profits in 1999 of $2.3 billion. 





The battle for the South 


While it battles with the old guard, the 
company needs to worry about what will 
happen to its younger skilled workers. Boe- 
ing’s managers insist that their offer is com- 
petitive by the standards of their industry. 
But in Seattle few people below the age of 50 
with a technical degree worry much about 
what British Aerospace or Northrop pays its 
engineers. Last month Kelly Bunn, a 38-year- 
old software expert, quit after 11 years at Boe- 
ing (to add to the 60 years that his stepfather 
and father-in-law had between them putin). 
A mere 24 hours after an interview ata fast- 
growing local software company, he had a 
new joband a 30% pay rise. 

The Seattle strike is about the possessors 
ofan old skill trying to hang on in a changing 
world. But it is also about a younger lot with 
anew skill, and even keener expectations. 

a 





Frankly, they do give a damn 


TALLAHASSEE, FLORIDA 


HE candidates served catfish stew, 

broadened their accents, and headed off, 
having wrapped up their parties’ nomina- 
tions. The half-dozen Southern primary con- 
tests that took place this week had all the 
tension of an election for a North Korean 
communist-party second secretary. But the 
South will play a more important role in the 
coming general election than is currently re- 
cognised. And it could mean that, whatever 
his current problems, the race is still George 
W. Bush’s to lose. 

The South—defined as the 11 states of the 
old Confederacy, including Texas—is the 
most populous region of the country. It is 
also the area where the two main parties still 
hold untrammelled sway. As John McCain 
discovered in South Carolina, independents 
do not swing Southern elections. 

But to understand the South’s real signifi- 
cance, it is best to put it in the context of the 
electoral-college system that actually 
chooses the president, based on the popular 
vote. The winner needs 270 electoral-college 
votes, Usually, the result is determined by a 
few big swing states in the industrial mid- 
west. This year, though, things may be differ- 
ent. Largely because of the disarray of the Re- 
publican party in California, the electoral 
calculations have changed—and the South 
has emerged as a first battleground. 

The region has 147 electoral-college 
votes. If Mr Bush can win them all—or all but 
Al Gore’s home state of Tennessee (which 
has only 11 votes)—the vice-president needs 
to win 259 of the remaining 391 electoral-col- 
lege votes. The Democrats’ two strong- 
holds—the Pacific states, where Mr Gore is 
ahead in the polls, and the north-east, where 
he is improving—would take him two-thirds 
of the way to that target. But, with Mr Bush 
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likely to pick up Republican fiefs, such as the 
mountain states, Mr Gore would need to 
win almost all the industrial mid-west—a 
large, though not insuperable, task. 

On the other hand, if Mr Gore can win 
the five southern states where he is competi- 
tive (Arkansas, Florida, Georgia, North Caro- 
lina and Tennessee), then Mr Bush would 
have to win 90% of the remaining competi- 
tive votes—again, an immense task. In other 
words, the South could set- 
tle this election—and Mr 
Bush, like Sherman, has to 
sweep it. 

Mr Gore has reasons 
for hope. Bill Clinton and 
Mr Gore won four south- 
ern states in 1992 and 
1996—their home states, 
Louisiana, plus one bigger 
prize (Georgia in 1992, Flor- 
ida in 1996). In the 1998 
mid-term elections, the 
Democrats also picked up 
two governorships in the 
deep south, Alabama and 
South Carolina. 

After years in which 
the South was a Republi- 
can stronghold, the Demo- 
crats have found a way 
into the fortress. Even in 
Virginia, where the Re- 
publicans last year won control of all three 
elected branches of government for the first 
time since the civil war, the supposed Re- 
publican shoo-in for the senate has had to 
announce his candidacy four times to stir up 
enthusiasm. 

There are two big reasons for the Demo- 
crats’ advance. First, the South is changing in 
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their favour. For years, the migration that 
made the South grow so fast also made it 
more Republican—sometimes in surprising 
ways. The Filipino vote in northern Virginia, 
for example, helped get a Republican former 
missionary to those islands elected as the 
state’s attorney-general. 

Now, though, migration is helping Dem- 
ocrats. Around 500,000 blacks, a core Demo- 
cratconstituency, have returned to the South 
in the past five years alone. Last year, re- 
search by the University of North Carolina 
at Chapel Hill found that, for the first time in 
decades, the newcomers included a lower 
proportion of Republicans than the South as 
a whole. In other words, the latest waves of 
migration are making the region less Repub- 
lican, not more. 

Second, Democrats are now turning that 
most traditional of southem matters— 
race—to their advantage. Unlike many other 
parts of America, the South contains large 
black minorities, ranging from 18% of the 
electorate in North Carolina to over 30% in 
Mississippi. The rough racial calculation of 
southern politics is as follows: Democrats get 
90% of the black vote. Republicans get 60% of 
the white vote. Since there are more whites, 
Democrats can win only on the rare occa- 
sions when there is a big black turnout—as 
there was in 1998. In that year, for the first 
time, the Democrats stopped taking the 
black vote for granted and started the nor- 
mal practices of vote mobilisation—writing 
toevery voter and calling them. The architect 
of that strategy, Donna Brazile, is now Mr 
Gore’s campaign manager. 

Yet despite all this, 
Mr Bush’s chances of 
sweeping the South are 
reasonable. First, he has 
the good fortune to hail 
from the largest state in 
the region: Texas alone 
has 32 electoral-college 
votes. His brother is gov- 
ernor of Florida, with an- 
other 25. Jeb Bush is not 
only popular in his own 
right. As Mr Gore’s local 
campaign manager wor- 
ries, some Floridians may 
well vote for Mr Bush be- 
cause they hope their 
state will benefit from 
brotherly bias if George 
W. wins. Unless Mr Gore 
chooses the popular lo- 
cal senator, Bob Graham, 
as his running mate, Flor- 
ida may go Republican this time. 

Second, the South is one of the few places 
in America where Mr Bush’s connections 
with the religious right may not hurt him 
with moderate Republicans. In the South the 
secular country-club party wing of the Re- 
publican vote is used to teaming up with the 
fundamentalists. So while the Democrats 
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Scare story of the week 
“This is a world of uncertainty. It's a dan- 
gerous world. It's a world of madmen, ter- 
ror and missiles.” 

George W. Bush, Salt Lake Tribune, March 
ioth 
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Public opinion of the week 
A poll by Harvard’s Shorenstein Center re- 
| vealed that 55% of adults thought the presi- 
| dential campaign was “boring”; 71% agreed 

that “politics in America is generally pretty 
“disgusting”; and 87% believe that “most 

politicians are willing to say whatever it 

takes to get themselves elected.” 

teak 

Generous gesture of the week 

“Hey, John, we kept the light on for you. We 

wanted to make sure that you could come 

back here and go back to work.” 

Senate Majority Lender Trent Lott on wel- 
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coming John McCain back to the Senate, 
Los Angeles Times, March 14th 
kyr 


= Bizarre alliance of the week 


A Marxist-Leninist faction of the Reform 


- Party, led by Lenora Fulani and Fred New- 
“man, is supporting Pat Buchanan’s bid for 


the party’snomination. Mr Buchanan is an 
outspoken social conservative; Mr New- 
man isa vigorous opponent of traditional 
marriage who lives with two women. 

kyk 
Tart remark of the week 
“Only the pussy-whipped princelings of a 
press terrain soaked with feminist cant 
could mistake a stunted Uriah Heep like 
McCain for a‘real’ man.” 
Camille Paglia, Salon, March isth 






























Clothing item of the week . 
Cowboy boots. Governor Jesse Ventura of : 
Minnesota explained to Al Gore how his 
tan ostrich pair hid the dirt. “That makes: 
them cooler,” conceded Mr Gore. i 
Dukezooo.com, March 13th 
Wyk 

Candidate and slogan of the week 
Duke, a character from the Doonesbury: 
cartoon, announced his candidacy for the. 
Reform Party nomination. Duke’s impres- 
sive résumé includes ex-us ambassador to 
China, ex-governor of American Samoa 
and ex-Rolling Stone journalist. His cam: 
paign slogan? Compassionate fascism, or” 
maybe coercive libertarianism. 
Larry King Live, cnn, March 13th 








may seize on the two-and-a-half weeks Mr 
Bush spent in South Carolina pandering to 
the most reactionary parts of the old south, 
the Texas governor—unlike Bob Dole or Pres- 
ident Bush—can probably unite the tradi- 
tional Republican southern coalition. 

Third, the Republicans argue, the Demo- 
cratic successes of recent years were special 
cases. The victories in 1998 were examples in 
which Republican governors got on the 
wrong side of local arguments about gam- 
bling. The governors were also exceptionally 
closely associated with the religious right, far 
more than Mr Bush. 

More generally, Democrats tend to do 
better in local elections in the South because 
they put up more conservative candidates 
than is possible in nationwide elections. Mr 
Gore, though he proclaims himself “proud 
to be a son of the new South” is not viewed as 
suchin the same way that Jimmy Carter and, 
toa lesser extent, Mr Clinton were. Both his 
personal history (he was educated in Wash- 
ington, pc, and spent his formative years 
there) and his policies count against him 
among the generally conservative local elec- 
torate. The low turnouts in this year’s Demo- 
cratic primaries were a worrying sign for 
him: even if he gets black votes, he may not 
get more than a third of white ones. 

Lastly, Republicans think that the social 
changes in the South may have altered the 
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region, but have not made it less distinctive. 
Apparently, around half of all southerners 
say they know someone nicknamed Bubba, 
70% have a family bible to record the names 
of their children and 69% fired a gun to cele- 
brate the millennium. An attempt to relax 
Virginia's anti-sodomy rules failed. The Mis- 
sissippi legislature wants to clamp down on 
male erections, however trousered, with a 
law banning “the showing of covered male 
genitals in a discernibly turgid state” (we are 
not making this up). 

The persistence of such attitudes in the 
face of the changes wrought by migration isa 
reminder that the South is not, in fact, getting 
more like the rest of the country. If anything, 
says Whit Ayres, a Republican pollster in 
Georgia, the country is dividing between the 
more tolerant attitudes of the North East and 
the Pacific, and the rest, which are getting 
more southern. 

The conclusion must be that the South is 
Mr Bush’s to lose. Southern polls put him fur- 
ther ahead of Mr Gore than national ones. 
And though the Democrats are gaining 
ground in local races, the Republicans are 
maintaining their lock on nationwide 
votes—perhaps for the last time. But the race 
will be close. And if the primaries have 
shown anything, it is that Mr Bush is quite 
capable of losing where he should win. 
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Ageing America 


The road ahead 


CHICAGO 















ILL CLINTON, 53, is staring retirement in: . 

the face. The good news is that he hasa 
pension, good health and excellent pros- 
pects for supplementary income. The bad 
news is that his wife may not get the job she. 
is angling for in the autumn, and the family’s 
retirement nest-egg has been squanderedon 
unexpected legal expenses. Such are the facts 
the Clinton household might provide to the 
Health and Retirement Study (nrs), a huge 
$100m study of how Americans grow old. 

The proportion of Americans’ over: the 
age of 65 is projected to increase from 13% in 
2000 to 23% by 2040. Those over 85 are the 
fastest-growing group of all. The “baby 
boom” lot born after 1945, the demographic. . 
equivalent of a pig passing through a py- 
thon, are thinking more and more abo 
playing golf and moving to warmer climate 
This is good news for golf instructors, but 
what does it mean for everyone else? 

In 1990 the National Institute on Ageirig 
inta) awarded a contract to the Survey Rë- 
search Centre at the University of Michigan ` 
to begin gathering data on asample of Amer- | 
icans born between 1931 and 1941 and their 
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spouses. The sample has since been ex- 
panded to cover all Americans now over 50. 

The survey’s planners designed a 90-mi- 
nute collection of several hundred ques- 
tions, put face-to-face, on health, wealth, 
housing,employment and family status. Fol- 
low-up interviews take place every two 
years. Respondents are asked about such 
things as the likelihood that they will work 
past the age of 65 or leave bequests to family 
members. It also looks for signs of depression 
and of the onset of dementia. After a death, 
the next-of-kin are asked about end-of-life 
medical costs and whether the late lamented 
did leave something to the family. 

The result is the social-science equiva- 
lent of a particle accelerator or a space-based 
telescope, says Robert Willis, a University of 
Michigan economics professor and the sur- 
vey’s principal investigator. But particle ac- 
celerators do not come cheap. The survey has 
cost roughly $50m; as much again has been 
secured to keep the project going until 2005. 

What does it have to show for the invest- 
ment? Well, more than 300 academic papers 
have so far been published using the sur- 
vey’s data. A notch up the relevance scale, 
some commonsense ideas have been given 
statistical confirmation. Elderly people who 
keep their cars have a more satisfying net- 
work of family and friends than those who 
do not. And roughly one in every five poor, 
elderly Americans with no supplemental 
drug insurance has gone without a pre- 
scribed medicine because it was too pricey. 

There are some more striking discoveries. 
The notion that people more or less uni- 
formly spend their working years dutifully 
stashing away money for retirement has to 
face the survey’s evidence of enormous dis- 
parities in savings among people with simi- 
lar incomes. There is no convincing explana- 
tion of why some people save so much more 
than others. It seems clear, though, that 
Americans have won more responsibility 
for their retirement portfolios as firms 
switch from defined-benefit pension plans 
to defined-contribution plans. The survey 
also points to one likely effect of the stock- 
market boom. Respondents who were in the 
70-74 age bracket in 1998 had an average net 
worth more than $100,000 higher than re- 
spondents in the 70-74 age bracket in 1993. 

One clear-cut finding is the correlation 
between health and wealth. Married couples 
who report both partners in excellent health 
have an average household net worth of 
$417,000. Couples in poor health can muster 
just $31,000. James Smith, an economist at 
Rand, notes that survey respondents who 
had been through a severe illness suffered a 
blow to their net worth of about $17,000. 
Health insurance was notall that much help, 
since only $2,266 of that came from direct 
medical expenditures; the rest was lost earn- 
ings and things like the cost of reorganising 
the house for the sick person. 
ae ————E E 
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HERE is no other road in the United 

States like Route 66, none as treasured 
in memory, none as mucha part of Ameri- 
can culture and mythology, none as 
mourned at its death or as celebrated at its 
resurrection. The recent enactment of a 
Route 66 preservation bill, which pumps 
$ioma year for ten years into preservation 
projects, is a victory not just for the road 
but for the grass-roots over bureaucracy. 

The original Route 66 stretched more 
than 2,400 miles, from what is now Grant 
Park in Chicagoon the shore of Lake Mich- 
igan all the way to the Santa Monica pier 
on the Pacific. It ran through America’s 
heart, from the flat prairies of Illinois and 
then along the hills and valleys of Mis- 
souri, the drylands of Oklahoma and 
Texas, the mystic deserts of New Mexico, 
Arizona and California, into the welcom- 
ing freeways of Los Angeles. Route 66 was 
part of the land, bobbing up and down 
hills rather than cutting through them. 
And it was part of the cities it linked. It 
earned its early nickname, “the Main 
Street of America”, by looking cities in the 
face, not carelessly bypassing them. 

From its birth, in 1926, a unique brand 
of roadside culture grew along the high- 
way. With no exit ramps to isolate drivers 
from the country, thousands of gas sta- 
tions, cafés, motels and tourist traps 
sprang up along the road. Before the days 
of franchising and corporate conformity, 
each of these businesses was the result of 
an individual dream and each took its 
special expression. 

Route 66 soon became part of Ameri- 
can culture. In “The Grapes of Wrath”, 
John Steinbeck called it the “Mother 
Road”. Route 66 had its own hit song, a 
television show and a brand of petrol 
named after it, and it played a prominent 
role in any discussion of the American 
roadfaring experience. 

In the late 1960s, however, federal and 
state highway officials began a not-too- 
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A road through heart 





subtle plan to destroy Route 66. New In- 
terstate highways began replacing Route 
66 and bypassing the cities. These replace- 
ments (which often ran parallel with the 
old road) were faster, wider and more effi- 
cient; though they had none of the charm 
of Route 66, they took away the traffic. The 
roadside attractions died like beached 
whales, and McDonald's popped up atal- 
most every exit ramp. The last small 
stretch of Route 66 closed in 1985. 

Then came the counter-attack. Grass- 
roots Organisations in the eight Route 66 
states, supported around the country and 
overseas, started a campaign to keep the 
road alive. Guidebooks detailing every 
yard of the original route, a monthly mag- 
azine and later websites reinforced the ef- 
fort. Tourists, particularly from Europe 
and Japan, began to visit sites along the 
road. In 1995 came the first small victory, 
when states began marking the original 
road with Route 66 historic signs. 

The new preservation law asks the 
government to respect the “idiosyncratic 
nature” of Route 66. How exactly the 
money will help the preservation effort is 
not yet known, but a growing number of 
the old buildings are being done up by 
private entrepreneurs. Some cities, such as 
Springfield, in Illinois, are taking more di- 
rect action. Route 66 passed through 
downtown Springfield until the streets 
were closed in the 1970s to funnel traffic to 
shopping malls. The Interstate highway 
replacing Route 66 looped around the city. 
But now Springfield has changed its mind, 
and is spending $230,000 to reopen the 
streets and to bring Route 66's traffic and 
people back through the middle of town. 

On some estimates, about 80% of the 
original route is still driveable, even 
though it is now fragmented into frontage 
roads, small-town streets, rural highways 
and isolated patches of asphalt. With luck, 
the new preservation efforts will keep the 
Mother Road alive and well. 
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HAT is Al Gore’s position on spectrum allocation? How ex- 

actly does George W. Bush plan to stop Medicare fraud? 
Over the next eight months we shall perhaps learn the answers to 
these and many other exciting questions. But donot allow yourself 
tobe too distracted by the prolix position papers. For the main ac- 
tors, the coming presidential election is no more about “the issues” 
than “Romeo and Juliet” was an academic treatise on the econ- 
omy of Verona. Itis about revenge. 

Political families, like Renaissance princes, are different from 
the rest of us: they live their private lives in public. Political fathers 
use their families as proofs of their good character. Political chil- 
dren spend their childhoods appearing at rallies. As a result politi- 
cal issues tap into powerful private 
emotions—and few emotions are 
more powerful than vengeance. 

The Bushes and Gores are po- 
litical families par excellence: 
tightly-knit clans that subordinate 
everything to the pursuit of power. 
The Bush children routinely gave 
up jobs and took time off school to 
work on their father’s campaigns. 
Albert Gore senior and his wife did 
everything in their power to start 
their son’s political career, even 
selling him a farm in his future con- 
gressional district when he was still 
an undergraduate. The two older 
Gores were such omnipresent fig- 
ures in their son's 1988 presidential 
campaign that aides referred to 
them, behind their backs, as “Sena- 
tor Sir and Senator Ma'am”. 

The two presidential front- 
runners are not just loyal to their 
fathers: they are fixated on them. Mr Bush has followed his father's 
career step by step, through Andover, Yale, the oilfields of Mid- 
land, Texas, and on into politics. He has even inherited his dad’s 
| personal foibles, from playing golf at top speed to mangling his 

| syntax. Mr Gore’s career is one long attempt to impress “the great- 
est man lever knew”. In the first great decision of his adult life— 
whether to fight in Vietnam—he chose his father’s career over his 
own feelings, and went to Saigon. 

Add clanship loyalty to such powerful father-son bonds and 
you are soon in the land of the Capulets and Montagues—and 
sometimes the less poetic territory of Charles Bronson. Mr Bush’s 
career in particular often seems to have been a tightly disciplined 
exercise in exacting revenge for slights to his father. One night in 
1986 he was having dinner in a Mexican restaurant when he no- 
ticed Al Hunt, the Wall Street Journal’s resident liberal, sitting at 
another table with his wife and four-year-old son. “You fucking 
son of a bitch,” he said to Mr Hunt, who had recently predicted 
that Jack Kemp, not Bush senior, would get his party's presidential 
nomination. “I won’t forget what you said, and you're going to pay 
a fucking price for it.” 

The list of those who have paid this charming premium is cur- 
rently topped by Ann Richards, who famously ridiculed President 
Bush asthe man who “was born with a silver foot in his mouth”; 
George W. relieved her of the governorship of Texas in the election 
of 1994. Beating Bill Clinton, the man who robbed his father of the 
presidency (and wenton to besmirch the office that he stole), is not 
an option; but knocking down both Mr Gore and Hillary Clinton, 
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who is running for New York’s senate seat, would ruin the Clinton 
legacy. And, no doubt, that would leave Chelsea Clinton and Ka- 
renna Gore with a mutual grudge to settle in 2020. 

For his part, Al Gore has long been consumed by a desire to get 
revenge on the Republicans for robbing the family patriarch of his 
Senate seat in 1970. Al did everything he could to save his father, re- 
turning home from his army training every weekend and appear- 
ing in campaign ads in his new uniform. But the Nixon attack 
machine, then in the process of testing its southern strategy, relent- 
lessly lambasted the senator as the “southern regional chairman of 
the eastern liberal establishment.” Al wept the night he lost. For Mr 
Gore senior, his son's election to Congress was “sweet vindica- 
tion”. Destroying the Bushes, cur- 
rently the main beneficiaries of the 
southern strategy, would. draw a 
line under the affair. 

To make things worse, the 
grudges are not limited to the main 
characters. Mr Bush is surrounded 
by people with scores to settle 
against Mr Clinton. Many of Mr 
Gore’s most prominent function- 
aries, including Donna Brazile, his 
campaign manager, cut their po- 
litical teeth working for Michael 
Dukakis in 1988. They were thor- 
oughly humiliated by Bush se- 
nior’s attack dog, the late Lee Atwa- 
ter, who used everything from the 
state of Boston harbour to the ac- 
tivities of Willie Horton, a mur- 
derer and rapist, todestroy Mr Du- 
kakis. They want their revenge on 
the Bush machine—particularly 
Karl Rove, Mr Atwater’s protégé, 
who is now running the younger Bush’s campaign. 

Revenge could end up driving the presidential campaign in all 
sorts of peculiar directions. Mr Bush has publicly speculated that 
“personal vendettas” lie behind the peculiar alliance between 
Ross Perot, the main leader of the Reform Party, and the hyper- 
nationalist Patrick Buchanan. Mr Perot has hated the Bush dy- 
nasty ever since Bush senior questioned some of his “evidence” 
about surviving Vietnamese prisoners of war. The Bushes believe 
that Mr Perot deliberately destroyed Bush senior’s chances in 1992. 
They now worry that he will be able to use Mr Buchanan, another 
old enemy of the Bushes, to rob them of their prize again. 

However, the man from whom the Bushes have most to fear is 
not an ancestral enemy, but a new one. There is no question that 
John McCain, nota particularly good forgiver himself, will want to 
get revenge on a rival who waged a horribly sleazy campaign 
against him. (Bush supporters accused Mr McCain of fathering il- 
legitimate children up and down the country; Mr Bush refused to 
back off his attack on Mr McCain’s record on breast cancer even 
when he learned that his rival's sister had suffered from the dis- 
ease.) The only question is how he should get that revenge. 

Should Mr McCain mounta third-party bid for the presidency 
(almostcertainly destroying George W. in the process}? Can he hu- 
miliate his former rival by devising difficult conditions for his be- 
lated support? Or should he sit out the restof the election and wait | 
for a defeated Republican Party to come grovelling to him in the | 
autumn? How Mr McCain chooses to get his revenge could well | 
turn out to be the most interesting question of the politics of 2000. | 
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The assault on democratic 
society | in Colombia 


BOGOTA 





~The decision of a prominent journalist to go into exile marks a depressing new 
-Success for the efforts of Colombia’s guerrillas and paramilitary groups to 


silence independent voices 


SCT AMone more. Like the intellectual, the 
i A reporter, the human-rights activist, the 
-displaced person. Its my tum to have to 
© abandon my native soil, my life, my soul, my 
“country.” So began the column published 
last Sunday by Francisco Santos, the news 
editor of El Tiempo, Colombia's main news- 
paper. By the time the edition hit the streets, 
Mr Santos and his family were already in the 
United States—before the death threats 
+ made against them could be carried out. 
_. Mr Santos is only one among many Co- 
o lombian journalists, intellectuals and politi- 
_ cal activists who have been forced to flee 
_ after speaking out against the violence and 
intimidation meted out by Colombia’s ille- 
gal armies of the left and right. A week ear- 
lier, Fernando Gonzalez Pacheco, a popular 
. television entertainer, had also left the coun- 
> try after kidnap threats. Both could count 
themselves among the lucky ones: in the past 
six months, five journalists have been killed, 
14 kidnapped and four forced into exile. 
Less prominent Colombians, too, fre- 
quently face cruel choices between liberty, 
country and safety. Although the number of 
“murders has fallen somewhatin recent years 
“(see chart), Colombia’s 23,172 killings re- 
ported in 1999 gave it a rate ten times as high 
as- that of the United States. And opinion 
polls show that people at large feel more in- 
_ secure than in the past. 
That is partly because of a steady in- 
crease in kidnapping and extortion, These 
are favoured tactics of the farc and ELN 
guerrilla groups, and their targets are no lon- 
ger confined to the rich, But it is also because 
of an intensification of the battle for territory 
between the guerrillas, the right-wing para- 
militaries and the armed forces. That has 
produced a rural exodus, as Colombians— 
some 300,000 of them last year—have been 
. driven from their homes, often by paramili- 
taries, according to independent onlookers. 
The ensuing sense of insecurity, plus a 
deep economic recession, has driven Co- 
lombians to seek refuge abroad in record 
numbers. Some 350,000, or almost 1% of the 
population, may have left last year. Half 
those interviewed in a poll published this 
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week said they would like to leave, many 
saying they could not live any more with 
constant fear. A high proportion of those 
who do leave are educated professionals, 
whom the country can ill afford to lose. And 
the loss is especially damaging to Colombia’s 
struggling democracy when it involves those 
who have dared speak out against violence 
and intimidation, 

Mr Santos's case is particularly troubling 
because he had come to symbolise a new 
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the electricity grid. 
This activism gained ! ntos e enemies: 
at both ends of the political spectrum. Butit 
was, he said, a FARC commander operating 
in the mountains around the capital, Bogota, 
who was organising his murder. rarc lead- 
ers say they know nothing, But the rarc is 
hostile to the Colombian media, which it ac- 
cuses (not without a degree of truth) of being © 
amouthpiece fora closed political oligarch 
If the rarc tries to intimidate the media, 
however, it is far from alone. More than 80 
journalists. and co-workers have been mur- 
dered in Colombia since :989, according to. 
the Bogota-based Foundation for Press Free 
dom. Many were victims of drugs gangs or” 
paramilitary forces. The extreme right, nota- 
bly the paramilitary outfitheaded by Carlos 
Castaño, has also attacked academics, peace i 
activists and human-rights workers. 
in December, paramilitary. threats: 
forced another El Tiempo journalist into ex- 
ile; he was accused of being a guerrilla 
mouthpiece. Three other recent attacks on 
prominent democratic figures have borne all 
the hallmarks of the far right. Two of these 
were fatal. Jaime Garzon, Colombia’s best- 
known television comic, was shot last Au 
gust; the following month, Jesus Bejarano, a 
well-known economist, was murdered at 
Bogota’s National University. In December, 
at the same university, Eduardo. Pizarro, a 
political scientist, was shot :twice but sür- 
vived (and is now in the United States). ; 
Ironically, the latest threats against dem- 
acrats come amid signs that both the rarc 
and Mr Castaño are taking more seriously 
than they were the peace process launched 
last year by President Andres Pastrana. Opti 
mists claim that the deterioration in security... 


in Colombia is a prelude to a lasting settle. 


ment, as each side battles to improve its ne- 
gotiating position. Mr Santos still counts 
himself among them. He ended his farewell 
article by urging Colombians to continue 
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taking to the streets todemand an end to vio- 


lence. Organisers of No Mas say they will 
continue their work. But, for now at least, the 
killers from both political extremes show 
few signs of listening. 
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Ecuador 


Dollar politics 


QUITO 


AS Ecuador turned the comer? At first 

glance, yes. The government of Presi- 
dent Gustavo Noboa, installed after a mili- 
tary coup in January, has pushed through 
Congress a far-reaching economic-reform 
law which includes the adoption of the dol- 
lar in place of the local currency, the sucre. In 
response, the ime has announced that, to- 
gether with other multilateral agencies, it 
would offer Ecuador support amounting, all 
told, to $2 billion over three years—twice the 
amount previously spoken of. 

The law orders several structural re- 
forms, including the sale of 51% of the state 
telecoms and electricity companies. It also 
allows private companies to build a second 
trans-Andean pipeline (this one for heavy 
crude oil), which would allow a big increase 
in Ecuador’s oil exports, though probably 
not before world oil prices have tumbled 
from their current peaks. Such measures 
have been proposed, but blocked, for the 
past decade. Their approval now amounts to 
a big step forward. 

To qualify for the aid, Ecuador's 
Congress must first approve a bill to 
modify 12 clauses of the economic- 
reform law to which the ime objects. 
These are the clauses that Congress 
inserted during the law’s passage. 
Approval of the changes is likely but 
notcertain. 

This second law should clinch a 
$300m imr stand-by agreement, 
and release loans worth $900m in 
the first 12 months. Although the 
details are yet to be settled, the 
loans are expected to be used to set 
up a fund to cushion a dollarised 
Ecuador against economic shocks 
from abroad, to give subsidised 
loans to get businesses going again, 
to inject liquidity into a broken 
banking system, and to pay for 
schemes aimed at helping the poor. 

Yet look more closely, and Ecua- 
dor’s prospects are still cloudy. If dol- 
larisation is to prompt not just econ- 
omic stability, but sustained recovery 
from a recession which saw Gor fall by 
some 7% last year despite higher oil 
prices, it must be accompanied by fur- 
ther sweeping, and politically contro- 
versial, reforms, and by an agreement 
with Ecuador's anxious foreign creditors. 
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| None of this will bees easy. 


The reforms are contained in a third bill, 
due togo to Congress on March 17th. It con- 
tains measures which officials considered 
too controversial to include in the first econ- 
omic-reform law, including further privati- 
sations, a measure to allow more private in- 
vestment in oil, and labour reforms. 

This bill faces a rough passage. So far, Mr 
Noboa has been riding a wave of fear that 
washed over Ecuador’s politicians when 
they realised that nobody was prepared to 
defend Congress during the coup. But noth- 
ing fundamental has changed in Ecuador’s 
dysfunctional political system. 

For their part, Ecuador’s creditors have 
reacted with cautious approval to the dollar 
law. An ime agreement would help the gov- 
ernment to renegotiate its foreign debt (it de- 
faulted on part of it last September). Jorge 
Guzman, the finance minister, hopes to start 
talks with creditors soon. 

Agreement with the imp and with the 
creditors, and reforms to encourage private 
investment, would help to encourage 
money to flow back to Ecuador from abroad. 
But ordinary Ecuadoreans remain deeply 
sceptical of the dollarisation plan. They are 
still getting steadily poorer. Prices rose by 25% 
in the first two months of the year, and the 
governmentis promising growth of less than 
1% for the year as a whole. Social unrest con- 
tinues: a new national protest is planned for 
March zist by the trade unions, possibly sup- 


ported by a powerful indian farmers’ move-: 


ment. Far and fast though Ecuador has al- 
ready travelled towards the dollar, the road 
to recovery is much longer. Not only do Mr 
Noboa’s people have to convince foreign 
moneymen that Ecuador will complete the 
journey, but he must persuade his own peo- 
ple that it is worth the effort. 
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2 Brazil 








Wage fight 


SAO PAULO 


VERY April, Braziľs government an- 

nounces the size of the increase in the 
country’s legal minimum wage. Since the 
amount always disappoints, the president's 
popularity suffers a seasonal dip. But this 
year the wrangle over the minimum wage 
has started earlier than usual, and has be- 
come tangled up with another one, over the 
maximum amount that civil servants can 
eam. Already, the row over these issues 
seems to have halted an incipient recovery 
in the popularity rating of President Fer- 
nando Henrique Cardoso. 

Though the real value of the minimum 
wage has risen since Mr Cardoso became 
president in 1995, it had previously been 
eaten away by three decades of high infla- 
tion. Now, at 136 reais ($77.70) a month, it is 
worth only about a quarter of what it wason 
its creation in 1940. The scope for a large in- 
crease is limited in part by its effect on the 
public finances: many social-security bene- 
fits are linked to the minimum wage, and Mr 
Cardoso has spent the past year pushing 
through an austerity programme that has 
helped the economy recover after last year’s 
disorderly devaluation. This year the gov- 
ernment wants to restrict the increase to little 
more than the inflation rate for the 12 
months to April (probably around 7%). 

But the day after his officials had im- 
parted this news to reporters, Mr Cardoso 
proposed giving judges a temporary salary 
increase of up to 1,800 reais a month, after 
they had threatened to strike. The president 
also agreed to negotiate anew maximum sal- 
ary for all civil servants, who have not had a 
salary rise for five years. The proposed new 
salary cap is in fact part of an effort to rein in 
the generous allowances that are paid to Bra- 
zil’s senior public -officials, especially its 
judges and congressmen, but to the unini- 
tiated it simply looks like a fresh handout. 

This irritated Antonio Carlos Magalhaes, 
the powerful Senate president and an often 
troublesome Cardoso ally. Mr Magalhaes 
has recently declared war on the judiciary, 
which he accuses of corruption. He has also 
revealed, rather late in a long political career, 
a concern for Brazil’s poor. As well as attack- 
ing the judges’ rise, Mr Magalhaes demanded 
a 30% increase in the minimum wage. 

The heads of the judiciary then made 
matters worse by seeking to replace their pay 
rise with a still bigger increase, but dressed 
up as a “housing allowance”. Mr Cardoso at 
first agreed to this but then, amid growing 
outrage in Congress, changed his mind. The 
president went.on to cut a deal with Mr Ma- 
galhaes and the heads of the Supreme Court 
and the lower house of Congress on a com- 
promise figure of 11,500 reais a month for the 
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civil-service salary cap. But the deal, in very 
Brazilian fashion, allowed working civil ser- 
vants to draw a pension of up to the same 
value as the proposed maximum wage, in ef- 
fect doubling their maximum earnings. 

With Congress and the media still sore, 
Mr Cardoso backtracked, as did the other 
parties to the agreement. That leaves the 
president in adilemma. To placate the judges 
while preventing an explosion in pay de- 
mands, he needs Congress to approve the 
salary cap for public servants. But congres- 
sional leaders insist that they will make no 
deal on a maximum wage until the mini- 
mum wage has been sorted out. 

Two-thirds of the 18m pensioners in the 
state scheme for private-sector workers get a 
benefit equal to the minimum wage. So Mr 
Magalhaes’s 30% rise would add 5 billion 
reais a year to the scheme’s already large and 
growing deficit. Since many of these pen- 
sions go to the genuinely needy, that would 
be socially beneficial, but fiscally expensive. 
A fudge is possible, with the minimum wage 
rising by, say, 15%, and some tax rises to help 
fill the gap. Even so, Brazil’s recently impres- 
sive record of fiscal rectitude will be dented. 

— | 


Cuba 


Repression by 
harassment 


PEDRO BETANCUR 


N ORDERLY grid of single-storey houses 
surrounded by sugar-cane fields, the 

town of Pedro Betancur could be anywhere 
in Cuba. Older inhabitants tell how Fidel 
Castro’s revolution 40 years ago brought 
health services, education and at first some 
prosperity. But since the collapse of the Sov- 
iet Union, when Cuba lost many of its sugar 
markets, the town’s economy has suffered, 
opening cracks in the Communist Party’s 
strict control. Even so, the human-rights 
group that started up in Pedro Betancur 
three years ago was something new for 
small-town Cuba. 

The group was set up by locals who 
wanted to end one-party rule. “Their main 
activity was handing out copies of the uni- 
versal declaration of human rights,” ex- 
plains Josefina Lopez, whose imprisoned 
husband was one of the founders. “They 
would do things like putting flowers on the 
statues of independence heroes in the park.” 

Criticism of the government is tolerated 
in Cuba. But anyone who tries to recruit fol- 
lowers or mount a public challenge quickly 
gets into trouble. In December, three of the 
group were arrested and charged with “insti- 
gating crime”. The others, however, stepped 
up their activities. 

Over Christmas, until their licences for 
self-employment were taken away, they 
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No more milk-shakes, says the boss 


handed out free milk-shakes in the park. 
“That particularly annoyed the authorities,” 
says Mrs Lopez. “The movement was getting 
support. They were told no more public ac- 
tivities would be allowed.” 

Things came toa head on January 22nd, 
when the group gathered in a house to starta 
protest fast. A crowd of government vigilan- 
tes, most of them from outside the town, 
barged in, shouting insults and slogans. 
“They hit one of my sons on the head with a 
stick, cutting him badly. They broke an- 
other's rib,” says Gloria Gonzalez, a frail 68- 
year-old, who looks 20 years older, and is the 
mother of several of the activists. “They 
kicked me hard and knocked me over. The 
police were right outside, but did nothing.” 

The attack was brutally effective. Seven 
others were arrested. Those still free say they 
will find it much harder to gain recruits in a 
town where everyone saw what happened. 

This was not an isolated case. The inde- 
pendent Human Rights and National 
Reconciliation Commission in Havana says 
almost 600 people have been temporarily 
detained, put under house arrest or other- 
wise had their movements restricted since 
November, in what it calls the worst crack- 
down in a decade. That appears to be the re- 
sponse of Mr Castro's government to tenta- 
tive efforts by opposition groups to become 
better known, by carrying out public prot- 
ests and other outlawed activities. 

Mr Castro was visibly annoyed when 
the opposition stole some of his limelight at 
the Ibero-American summit held in Havana 
last November. Visiting leaders from Spain, 
Portugal and Latin America went out of their 
way to meet dissidents or voice public sup- 
port for them. Afterwards, Mr Castro 
blamed a “Yankee strategy” for creating a 
“virtual reality” out of an opposition which 
he claims does not exist. 

So does the crackdown mean the Cuban 
leader is impervious to all the international 
exhortations, from friends as well as ene- 
mies, to respect human rights? Not quite. In 
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fact, he may be no less re- 
pressive than he used to be, 
but therehas been a shift in 
the pattem of his repression 
in recent years, and it de- 
rives from the fact that the 
Soviet collapse meant Cuba 
had to strengthen its ties 
with the capitalist world. 
The long prison sentences 
that used to be handed out 
have been replaced by con- 
stant harassment, which attracts less criti- 
cism from abroad. “The government is using 
a policy of low-profile or low-intensity re- 
pression, consisting of many short-term ar- 
rests,” says Elizardo Sanchez, head of the hu- 
man-rights commission in Havana. Jail 
sentences are a last resort. Even so, Mr San- 
chez has documented 350 political prisoners 
in Cuba. Four people have been convicted 
since November. 

Mr Castro has rejected all appeals, in- 
cluding those from the pope and the leaders 
of Canada, Mexico and Spain, for the release 
of opponents, such as Marta Beatriz Roque 
and Vladimiro Roca, whe have been in pri- 
son for “sedition” since July 1997. Indeed, in 
October Mr Castro said that outside appeals 
would merely mean that such prisoners 
would have toserve their “ull sentences. 

But the president has tailored his policy 
to try to minimise international criticism— 
without jeopardising his control. The crack- 
down has coincided with a huge campaign 
orchestrated by the regime for the return 
from Miami of Elian Gonzalez, the ship- 
wrecked six-year-old boy at the centre of a 
bitter custody battle. Many dissidents agree 
that Elian should go back to Cuba. But they 
see the issue as one of the red herrings that 
Mr Castro is so adept at spawning, to divert 
attention from other problems on the island. 

Cuba’s intelligence services have infil- 
trated all the dissident groups, so the presi- 
dent knows exactly what they do. Recently 
he boasted that “revolutionary dissidents” 
kept him informed, chuckling to himself as 
he waved lists of names of those who had at- 
tended meetings with American officials. 
Usually the door is open for opponents who 
want to leave the country. So far, at least, this 
policy has worked, preventing any real chal- 
lenge to Mr Castro. Cuba’s domestic opposi- 
tion remains small and divided, with no 
public voice on the island. As long as that is 
so, no amount of criticism from abroad is 
likely to change the Cuban leader’s mind. 
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Italian style is not just about style. 


The worldwide success of Italian style is not solely 
about image. It's about turnover, volume and penetrating 
competitive markets. A success born of the entrepreneurial 
spirit of Italian managers, tackling business in a flexible 
and creative way. SDA Bocconi is the leading Italian 
Business School, and is EQUIS accredited. Its MBA offers 


international talents management training to world 


standards, but with that unique Italian style. A Milan-based, 


16-month course that teaches how to manage business 
pragmatically and creatively, in the classroom and in the 
field. To know more about the contents and advantages 


of our MBA course, fax or e-mail us for a brochure. 





The next MBA information session will be held in: 
Lugano, 23 March 2000 


Find out more about location at: 
www.sda.uni-bocconi.it/md/Ining.html 





Tel. ++39-025836.6605/6606 Fax ++39-025836.3275 E-mail: MBA@sda.uni-bocconi.it 
The brochure and application form can be downloaded from our website: www.sda.uni-bocconi.it/mba/ 
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Madagascar, still reeling after 


the cyclones 


ANTANANARIVO 


Parts of the island are so remote that nobody yet knows the full damage 


WO cyclones in ten days would be hard 

for any country to withstand, let alone 
one as poor and remote as Madagascar. The 
floods that battered this huge island in the 
Indian Ocean were not as devastating as 
those that have saturated Mozambique. But 
they were still dreadful. And whereas Mo- 
zambique is a short hop from South Africa, 
whence rescue helicopters and swarms of 
journalists came rushing in, Madagascar is 
near nowhere. Nearly a month after the first 
cyclone, most of the flood victims have yet to 
make contact with the outside world. This is 
acountry where many rural people are inac- 
cessible, even at the best of times. Some sus- 
pect that not all of Madagascar’s isolated ar- 
eas have yet been mapped. 

Cyclone Eline first whipped the island 
on February 17th with winds of up to 120km 
(75 miles) an hour, felling trees and crushing 
houses. On February 27th, a second cyclone, 
Gloria, brought two days of torrential rain. 
Previous storms—Madagascar suffers cy- 
clone damage most years—have buffeted 
the east coast but then dispersed. Eline and 
Gloria, by contrast, swept across the island 
and,asifout of spite, returned to flatten areas 
they missed the first time. 

Large tracts of the country are flooded. 
Precious cows and pigs have been swept 
away. Wide expanses of rice paddy lie buried 
under several feet of mud. Coffins and 


THE ECONOMIST MARCH 18TH 2000 


corpses, dug up by the waters from tradition- 
ally shallow graves (in Madagascar, bodies 
are often laid out in sisal matting in burial 
houses), were tossed into the sea and strewn 
along the shore. About 500,000 people have 
been affected, according to the government. 
Some are homeless; many more have lost 
their means of subsistence. 

Hunger looms. In the worst-hit areas, al- 
most all of the staple rice crop was lost. Even 
before the floods, half the children under 
three in Madagascar were so poorly fed that 
they did not grow properly. Now the situa- 
tion is much grimmer. Already, peasants 
have been reduced to chewing wild berries. 
Many will soon be digging for barely nutri- 
tious roots. “We fear famine,” says Stanislas 
Rabotozafy, an official in Maroantsetra, a 
north-eastem town. Aid workers estimate 
that 40,000 people need food immediately, 
and that 200,000 will need substantial help 
to survive until the next harvest. 

Clean water, available to only a third of 
the rural population in ordinary times, is 
now available to no one in areas where wells 
were swamped. Madagascar reported 19,000 
cases of cholera in the year before the cy- 
clones. Now, with so many people drinking 
filthy water, the caseload has swollen to over 
1,000 a week. Malaria, always a deadly threat, 
is expected to surge as mosquitoes take ad- 
vantage of all the new stagnant pools to 


breed in. And diarrhoea, a 
frequent killer of children, is 
likely to claim an extra 
throng of victims. 

Aid has arrived, though 
not in the quantities lav- 
ished on Mozambique. A 
\ French warship, redirected 
| from Maputo, the Mozambi- 
can capital, anchored in the 
port of Antsiranana in 
northern Madagascar on 
March 13th. Its helicopters were sent out over 
nearby flood zones to deliver relief supplies 
and survey the damage. Aid agencies, such 
as the un Children’s Fund and the World 
Food Programme, say that delivering high- 
energy biscuits, medicine and blankets to 
Madagascar’s main townsis not too difficult, 
but that reaching the hundreds of small vil- 
lages that have been cut off by mudslides is 
prohibitively so. Four-wheel-drive vehicles, 
boats and experienced drivers and engineers 
are all badly needed. 

Before the waters struck, Madagascar, 
unlike Mozambique, was not enjoying a 
boom. But it was gradually recovering from 
two decades of despotic socialism. Didier 
Ratsiraka, the president who ruled in the 
1970s and 1980s surrounded by North Ko- 
rean bodyguards and brandishing a boky 
mena (little red book), reinvented himself as 
a democrat in the early 1990s. Ousted in a 
violent election in 1993, Mr Ratsiraka was re- 
elected in 1996 and tried to apply tmr-style 
reform to Madagascar’s sclerotic economy. 

Despite widespread corruption (it costs 
$60-90 to choose your cell in a Malagasy jail), 
growth picked up from zero in 1994 to 4.5% 
last year. Official predictions of a further 
acceleration this year will have to be revised. 
Agriculture, which accounts for a third of 
Gpr and four-fifths of employment, is griev- 
ously damaged. Cash crops, such as coffee, 
vanilla and bananas, have been destroyed. 

Tourism, another important foreign- 
currency earner, will probably be less af- 
fected. Madagascar’s nature reserves, home 
to a multitude of eerily wailing lemurs, giant 
chameleons and frogs the colour of ripe to- 
matoes, have not been too badly hit. Most of 
them are on mountainous ground. Beach re- 
sorts have been blasted and turtle-filled la- 
goons rendered too dangerous for diving, 
but both will mend in time. Queen Ranava- 
lona’s palace, the main attraction in the capi- 
tal, Antananarivo, where tourists come to 
gape at the cliff from which the 19th-century 
monarch had her enemies thrown, was 
partly burnt down four years ago; the cy- 
clone inflicted little further harm. 
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INTERNATIONAL 
Iran 


Guns and the 
bookworm 


TEHRAN 


HENEVER Iran takes a step forward, 

something clutches at its heel. Last 
weekend, an assailant shot Saeed Hajjarian, 
a political strategist who helped to bring 
about reformist victories at recent elections. 
For several years, Mr Hajjarian has worked 
behind the scenes to loosen the country’s 
constraints. As he approached Tehran's city 
council on March 12th, a group of men dis- 
tracted him while two others drove towards 
him on a motorbike. A gunman jumped off 
to fire two shots: policemen on the spot,even 
though armed with machineguns, failed to 
arrest him. One bullet missed, but the other 
lodged in Mr Haijjarian’s neck. At mid-week 
he was in acoma, critically ill. 

Reformers are convinced that this gang- 
land shooting was an inside job, carried out 
by hardliners. Their main evidence is that 
the getaway vehicle, a 1,000cc motorcycle, is 
illegal for general use but available to secu- 
rity men working in agencies that have be- 
come strongholds for hardline extremists. 
But there are several types of suspect: mem- 
bers of the basij (Islamic militiamen), the 
Revolutionary Guards, intelligence agents or 
even members of Tehran’s police force. 

It was the basij who, with the police, beat 





up students last July as they slept in a Tehran 
University hostel, a bit of brutality that led to 
a week of riots in the capital. Some months 
earlier, hardline vigilantes had murdered 
four liberal-minded writers and academics. 
Rogue agents in the intelligence ministry are 
said to have confessed to those murders. 

Mr Hajjarian was a prime target. He was 
once a deputy minister of intelligence and it 
was no secret that he leaked some of the 
agency's darkest deeds to reporters at Sobh-e 
Emrouz, the newspaper of which he is man- 
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aging director. His newspaper has recently 
been listing the murder of dozens of intellec- 
tuals in the 1990s by hardliners in the intelli- 
gence ministry. It has also suggested that Ali 
Akbar Hashemi Rafsanjani presided over 
these plots while he was the country’s presi- 
dent. Mr Haijjarian had been sent written 
death threats and was advised to use body- 
guards. He refused to do so. 

A parade of officials, including President 
Muhammad Khatami, have visited Mr Haj- 
jarian’s bedside. Such violence, they have 
said, is a price that must be paid for freedom. 
The president has promised that the “terro- 
rists” will be punished. At one time, this re- 
sponse might have satisfied public opinion. 
These days, Iranians demand more. 

The attack on Mr Haijjarian happened, 
write newspaper commentators, because 
the state failed to take action against the vigi- 
lantes who attacked the sleeping students 
last year. Tehran’s police chief and 19 police- 
men are on trial, but the greater culprits, the 
Islamic extremists, are said to have gone free. 
And though suspects have been arrested for 
the murders of the four dissident intellectu- 
als, no trial has yet taken place. The state, 
claim these newspapers, has failed to make it 
clear that political violence will not be toler- 
ated. Indeed, attacks are encouraged by cer- 
tain clerics from their pulpits every Friday. 

In fact, Mr Khatami lacks the authority to 
take direct action against extremists in the se- 
curity services. Iran’s constitution declares 
the supreme leader, Ayatollah Ali Khamenei, 
tobecommander-in-chief;only he can order 
a house-cleaning in the Revolutionary 
Guards and the basij. The ayatollah has 
strongly condemned the shooting, but 
he derives much of his power from the 
right and is unwilling to alienate his 
supporters. 

Even were the constitution to be re- 
vised, many doubt whether Mr Kha- 
tami would go all out for profound 
change. Some have even begun to sus- 
pect that, basking in the glow of fame, 
he may be unwilling to share the politi- 
cal spotlight. They note that not one 
member of the circle, including Mr Haj- 
jarian, who engineered Mr Khatami’s 
victory in 1997, holds a key position in 
his government. 

Ten years ago, this group, including 
members of the state-sponsored Strate- 
gic Studies Centre, conceived the idea of 
acivil society in Islamic Iran, the hallmark of 
Mr Khatami’s presidency. Now they are 
growing impatient with Mr Khatami’s slow 
pace. He is, some of them feel, over-inter- 
ested in protecting his own hold on power. 
Several have adopted a faster route by turn- 
ing themselves into journalists and newspa- 
per editors, the leading voices of reform. 

The assassination attempt is likely to 
widen the gap between Mr Khatami and the 
more impatient reformers. Ayatollah Hos- 
sein Ali Montazeri, Iran’s leading clerical 





PS La 
an al Lge y 


dissident, expressed a general view when he 
said that the government's failure to stop ter- 
rorist acts was contributing to its own de- 
cline. Mr Hajjarian once predicted that if he 
and others at the Strategic Studies Centre had 
left Mr Khatami to his own devices, he 
would have remained “a bookworm in the 
National Library”, which he directed in the 
mid-1990s. As Mr Haijjarian clings to life, 
there is a growing demand that the president 
should safeguard the spirit of the man who 
helped to rescue him from obscurity. 





Morocco 
Islamist revival 


RABAT 


NDER the iron grip of the late King Has- 

san, Morocco seemed immune from 
the wave of Islamic resurgence that swept 
North Africa in the 1990s. Could this now be 
changing? On March 12th, the government 
and the Islamists staged rival rallies for and 
against a “national action plan” to give Mo- 
rocco’s women more rights. In a kingdom 
where elections are rigged, and the main Is- 
lamist party is banned,demonstrations are a 
revealing test of numerical strength. The Is- 
lamists won by more than ten to one. 

In Rabat, ministers led a chaotic proces- 
sion of about 40,000 bareheaded greying 
supporters. In Casablanca, some 500,000 Is- 
lamists, including the young and the veiled, 
filed in disciplined ranks through the city in 
a march they policed themselves, saluting 
the heavens with their fists. Parliamentary 
and outlawed Islamists—fierce foes in the 
past—joined forces. After the rally, ministers 
were alarmed: should free and fair elections 
be held tomorrow, the Islamists might win. 

Such projections would have been im- 
possible under Hassan. He suppressed the Is- 
lamist movement, Adl wal Ihsan (Justice and 
Charity), and sent its leader to a mental asy- 
lum. To thwart religious opposition, he 
called himself an Islamic fundamentalist. 
Only now that he is under the ground do 
people dare call him a dictator. 

His son, Mohammed VI, affectionately 
known as m6, is made of different metal. He 
has launched the reforms that were shelved 
in Hassan’s dying years, including more 
equality for women. “How can we imagine 
building a civilised and prosperous commu- 
nity when the interests of women, who rep- 
resent half of it, are betrayed?” he asked in 
one of his first televised speeches. 

To many Islamists, such thoughts are in- 
compatible with the king’s role as Com- 
mander of the Faithful. If passed by parlia- 
ment, the action plan for women would give 
Morocco one of the most progressive legal 
systems in the Arab world. It would allocate 
a third of the 600 or so seats in parliament to 
women (they now have just four). It would 
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also restrict polygamy, raise 
the legal age of marriage 
from 14 to 18, and give 
women equal rights of in- 
heritance. All of which, say 
Islamist leaders, violates the 
Koran tocharm the “satanic” 
and “Zionist” West. 

There are plenty of Mo- 
roccan contradictions: Na- 
dia Yassine, the spokes- 
woman of the banned Adl 
wal Ihsan, is probably the 
kingdom’s most prominent 
female politician. If any movement can ap- 
proach the government’s quota of 33% 
women members, it is hers. Indeed, as the 
country grapples with a second year of 
drought, and as failed harvests send hun- 
dreds of thousands more rural migrants to 
city slums, political Islam is thriving, among 
women as well as men. 

Unlicensed mosques are sprouting 
across the kingdom. The parliamentary Is- 
lamist party has its own fatwa hotline, and 
pamphlets are issued in response to ques- 
tions from the public that range from what 
makes righteous government to how much 
flesh women should bare in Turkish baths. 
In a kingdom where state television broad- 
casts documentaries about the horrors of the 
Holocaust, bootleg tapes are appearing in 
the souks that are as rabidly anti-Semitic as 
anything in the Arab world. 

Could the Islamists derail the king’s civil 
reforms? So far, he has proved remarkably 
steady. Last Sunday's evening news gave as 
much coverage to the Islamists’ march as to 
the government's. But the transition period 








HEN the United Nations imposed 

sanctions on Angola’s unta rebel 
movement in 1998, no one expected that 
they could stop, or even staunch, the flow 
of diamonds with which the rebels pay 
for weapons and fuel. But on March 15th a 
commission appointed by Canada’s rep- 
resentative at the UN, Robert Fowler, pub- 
lished an explosive report exposing how 
the diamonds reach Europe, and how 
guns and fuel reach UNITA. 

With unprecedented candour, the re- 
port names Presidents Gnassingbé Eya- 
déma of Togo and Blaise Compaoré of 
Burkina Faso as the main culprits who 
have bought the rebels’ diamonds, wel- 
comed them to their capitals and given 
them passports and bodyguards. It also 
names Rwanda, Zambia, Côte d'Ivoire 
and Gabon as countries where UNiTA has 
links with government officials. 

France, Portugal, Switzerland and the 
United States are said to allow UNITA rep- 
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Women versus women 


Shaming the sanctions-busters 





carries risks. In Algeria, Is- 
lamists used the widening 
margin of freedom in the late 
1980s to conquer the streets, 
pulling in the crowds by op- 
posing rights for women. Al- 
ready the Algerian press is 
revelling in the sight of the 
spotlight of Islamist resur- 
gence at last falling on its 
neighbour. “All it took was a 
show of force to destroy the 
beautiful image of a quiet, 
tourist-friendly | Morocco,” 
whooped El Watan, an Algerian newspaper. 
With an eyeon the lessons of Algeria and 
Turkey, the king is spendinga lot of time with 
his army. Morocco is freer than it was under 
his father, but more vulnerable. 
ees | 


Angola 
Amazing grace 


LUANDA 


OMETHING rare happened in Angola’s 

capital, Luanda,on March nth:a peaceful 
protest against the government was allowed 
to go ahead without being disrupted by the 
police. Luandans not at the scene still find 
this hard to believe, so brutal is the police’s 
normal treatment of critics. 

The demonstration was organised by 
seven opposition parties in protest at the 
government's decision, a month ago, to in- 
crease the cost of all local fuels by 1,600%. The 
impact has been devastating, with the price 








resentatives to operate more freely than 
they should. Bulgaria is named as the re- 
bels’ principal arms supplier. Belgium, the 
main trading centre for diamonds, is criti- 
cised for not checking the origins of its dia- 
monds. 

Among 39 recommendations, the re- 
port urges an arms embargo against sanc- 
tions-breaking countries and stricter end- 
user certification for weapons. It says the 
diamond trade should be more tightly reg- 
ulated and transgressors blacklisted. 

Will naming and shaming the offend- 
ers make them shun unita? The tech- 
nique had already frightened the De Beers 
cartel into refusing to buy diamonds from 
Angola or other war zones. African presi- 
dents, who are predictably denying the 
charges, may be less sensitive, and the UN 
Security Council is treating the report cau- 
tiously. But the publicity may at least force 
the rebels to charge less for their dia- 
monds and pay more for arms and fuel. 





of transport, water and all basic foodstuffs 
rocketing. Most of the demonstrators were 
politicians and members of parliament. 
Some were nervous enough to wear bullet- 
proof jackets. Few ordinary people were 
brave enough to join them. 

The protesters seized the chance to com- 
plain about much more than fuel prices. 
Placards denounced police brutality, lack of 
freedom, mismanagement, corruption and 
the embezzlement of public funds. With re- 
gard to the price rise, the protesters wanted to 
know what was happening to the $10m that 
Angola, an oil exporter, makes each day 
from selling the stuff. The government says 
the money goes on fighting the uNrta rebels; 
the protesters were unconvinced. 

Saturday’s demonstration was made 
possible by the courage of one tiny political 
party, pAppA, which has risen from obscurity 
to fame in the past three weeks. Soon after 
the fuel-price increase, the party tried to or- 
ganise a protest march. Although the march 
had been authorised by Luanda’s provincial 
government, it was violently broken up by 
the paramilitary riot police within half an 
hour of setting off. People who had never 
heard of rapra began to ask what it was. 

A week later, 14 of pappa’s leaders began 
a 24-hour hunger strike outside Luanda’s 
provincial government building. Again the 
riot police intervened, beating the hunger 
strikers with batons and rifle butts while 
their commander shouted “Kill them!Smash 
their heads in!” The protesters were arrested. 
Three of them were later rushed to the mili- 
tary hospital, so badly had they been beaten. 

Then, while the papra men were in pri- 
son, an amazing thing happened. Realising 
that it had just made heroes out of these 
hitherto unheard-of opponents, the govern- 
ment tried to backtrack. The prisoners were 
all released and, astonishingly, the police 
made a formal apology over the radio. Only 
after hearing that apology, and seeing the 
opportunity that it presented, did the other 
opposition parties find the courage to organ- 
ise their own protest. 

These developments are particularly im- 
portant because Angola’s President Jose 
Eduardo dos Santos, in power since 1979, an- 
nounced recently that presidential and par- 
liamentary elections would be held next 
year, for the first time since 1992. The an- 
nouncement indicated that the MPLA party 
thought it could win a walkover victory, as 
the only opposition to speak of—Jonas Sa- 
vimbi’s unit rebels—had been battered on 
the battlefield and declared political pariahs. 

However, the mpLa overlooked the 
small opposition parties, given fresh courage 
by the prospect of an election. Protesting 
against an unpopular government is an ef- 
fective form of electioneering. Now that the 
government has allowed one protest to go 
ahead unscathed, it may find it much harder 
to disrupt subsequent ones. 
ns 
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Things are never as they first appear. But 
recognise a problem before it happens, and you 
stand a chance of finding a solution. 

Invensys has a proven record of solving 
some of the most complex production and 
engineering problems imaginable. 

Today, problem anticipation is the name of 
the game. Except that we don't play games. 

We combine analytical skills, experience and 
intelligence with vision, to produce what every 
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company needs. Increased performance. 

That is no idle boast. Our experience in the 
highly sophisticated world of automation and 
controls is acknowledged as unique. 

Whatever you require, our people make it 
happen. Improving efficiency, raising standards 
and adding value at every level. 

Especially to your bottom line. 


Lift the phone, we'll pick up the problem. 


Call +44 (0) 171 834 3848 or visit www.invensys.com 
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Reconstructing Kosovo 


PRISTINA 


The UN and NATO have huge ambitions to make their newest ward a 
prosperous, peaceful, multi-ethnic place. It is easier said than done 


RIVING into Pristina at 9 o'clock in the 

eveningis at once a hair-raising, intrigu- 
ing and inspiring experience. The roads are 
cratered, though more from neglect than 
NATO's bombs, and clogged with vehicles, 
halfof them unlicensed. If you have your car 
stolen, there is little hope of getting it back. 

In practice, though, you will probably 
not be attacked—unless you are discovered 
tobea Serb, a Gypsy,a Slav-speaking Muslim 
or any other non-Albanian local. In that case 
you run a very real risk of being killed, and 
any witnesses will simply melt away. 

The shell of the central sports stadium, a 
communist-era symbol of Serb-Albanian 
brotherhood that recently burned down, 
casts an eerie shadow over the city centre. 
But the lights blaze from shops selling French 
cosmetics, German car parts and Serbian 
salt. At present, there seems to be noshortage 
of power; after a long struggle against power- 
cuts, the province has recently been an ex- 
porter of electricity to Serbia proper. 

To the relief of its caretakers—the UN and 
NATO—Kosovo has survived its first winter. 
In a province where 400,000 people, nearly a 
quarter of the population, had their homes 
wrecked, nobody has died of cold. As a 
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safety net, the UN established emergency ac- 
commodation for up to 20,000 people, but 
only 6,000 took up the offer. 

Outsiders have helped, of course. But the 
biggest factor in averting destitution has 
been mutual support among Kosovo's Alba- 
nians themselves, who probably number 
about 1.7m and make up about 95% of the 
population. With great single-mindedness, 
they have rebuilt their homes, garages, cafés 
and beauty salons, while providing one an- 
other with temporary shelter. With no less 
single-mindedness, they have burned and 
looted the homes of many of the 100,000 
Serbs and other ethnic minorities who fled 
last summer after NATO’s air war forced the 
Yugoslav army out. 


By their own bootstraps 

Like many other peoples with long experi- 
ence of being underdogs, the Kosovars have 
shown the world that they have their own 
highly effective and sometimes ruthless 
ways of regulating their collective affairs. 
And like many other places under intensive 
international care, Kosovo presents the visi- 
tor with two different levels of reality. One is 
the brave new world which uN-appointed 
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bureaucrats and Nato soldiers are attempt- 
ing, with mixed results, to usher in. The other 
is the tough, violent world in which ordinary 
people survive. 

In the un’s world, a free-for-all economy 
is gradually being measured and regulated, 
with civil servants from the European Union 
acting as benign autocrats. Thanks to them, 
Kosovo's entrepreneurs will soon be blessed 
with a decent company law. And although 
the province has run until recently on cash 
alone, most of it p-marks, Kosovo's masters 
have also endowed it with one of the more 
sophisticated sets of banking rules in the 
southern Balkans. One commercial bank is 
up and running already, and half a dozen 
others may follow soon. 

Raising revenue in Kosovo requires inge- 
nuity. The province has a brand-new tax in- 
spectorate and a customs service that val- 
iantly tries to levy excise duty on all goods 
entering via Macedonia and Montenegro. 
But sometimes the province's other world 
hits back. One truck full of contraband was 
apprehended at the Macedonian border and 
impounded in Pristina, only to be recovered 
by its owner at the point of a Kalashnikov. 

Kosovo's hard realities elude statis- 
ticians. The population of Pristina, for exam- 
ple, could be anywhere between 200,000 
and 400,000. The number of small busi- 
nesses is equally vague. There are thought to 
be around 40,000, but the administration 
has only recently begun to register them. 

It is in these small, light-industrial and 
trading companies that the uN sees hope for 
the province's future. Prospects for reviving 
big communist-era enterprises are poor. 
Even the lead and zinc minesin northern Ko- 
sovo are thought unlikely to yield much pro- 
fit soon to anyone who obeys ecological 
norms. In any case, privatisation is difficult; 
after a decade of direct rule from Belgrade in 
which many local enterprises were arbi- 
trarily transferred from ethnic-Albanian to 
Serb hands, itis unclear who owns anything. 
Property disputes, like disputes over excise 
duty, tend to be settled at gunpoint. 

Who wields those guns? Here again there 
isa wide gap between theory and practice. In 
theory, the Kosovo Liberation Army has dis- 
banded, handed in most of its weapons and 
reconstituted itself as the Kosovo Protection 
Corps, a strictly civilian force which does 
worthy things such as clearing the streets of 
ice and responding to accidents. 

In practice, a good deal of political 
power, as well as military power, is still 
wielded by the xLa’s battle-hardened war- 
riors. They have little difficulty obtaining 
weapons, transporting them or hiding them. 
NATO knows quite a lot about what the KLA 
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fighters are doing, but does not always stop 
them; there is a limit to how much the boat 
can be rocked. 

One source of continuing violence is the 
appetite of crime syndicates from Albania 
for a share of the heroin trade—and the 
determination of the ex-KLa to keep them 
out. Faced with challenges on this scale, the 
efforts of kindly outsiders to impose a mea- 
sure of law and order can look pathetic. 

The un is supposed to be assembling a 
police force of 6,000. In practice, its members 
have contributed barely a third of that num- 
ber,and some are not much use—they speak 
little English, let alone local languages, and 
hardly have time to acclimatise be- 
fore their tour of duty is over. On the 
other hand the embryonic Kosovo 
police force, including Serbs and 
other minorities, is hailed as a success 
story; but it will be some time before 
the 250 brave souls who have gradu- 
ated from a new police academy—to 
be joined by 1,750 others by next 
year—can start to make an impact. 

The un has also had to struggle to 
set up an impartial judiciary. Al- 
though more than 300 judges were 
nominated late last year, the Serb 
ones have faced intimidation. It is an 
open secret that an Albanian judge 
would find it hard to convict a kins- 
man for attacking a Serb. Nor is the 
salary of about $200 a month suffi- 
cient to insulate judges from bribery 
or threats, Having underestimated lo- 
cal difficulties, the un has begun hir- 
ing judges from abroad. 


Between the two tribes 


In theory, NATO's 40,000 troops, with their 
tanks, helicopters and modern electronics, 
should be masters of all they survey. After 
all, they are the main guarantors against re- 
invasion by Serbia; that, in turn, should en- 
sure leverage over the ethnic Albanians. 

In practice, one of the unspoken guide- 
lines of international policy towards Kosovo 
has been the avoidance of any head-on con- 
frontation with the ethnic Albanians and 
their leaders. The province's protectors sense 
they would not survive, politically or physi- 
cally, if they were drawn into a quarrel with 
the whole Kosovar community. In the deli- 
cate stand-off between governors and gov- 
erned, the local side has plenty of cards to 
play. Kosovars think they have gained moral 
authority from the horrors they endured last 
year, and they can organise big demonstra- 
tions at short notice. 

NATO devotes huge resources to protect- 
ing Kosovo's non-Albanian minorities and 
their monuments. In the northern town of 
Podujevo, for example, a dozen British sol- 
diers spend their time guarding two Serb 
grandmothers (the survivors of a Serb com- 
munity which once numbered 800) and as 
many again are protecting a small Orthodox 
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church. But to the dismay of local minorities, 
NATO treads quite warily in rounding up the 
suspected attackers, or breaking up the fac- 
tions which are plotting the violence. 

This hesitation is a source of bitter frus- 
tration to Bishop Artemije, the moderate 
cleric who now speaks for Kosovo's Serbs 
and is trying to persuade his followers to give 
the province's new institutions a chance. 
“NATO is the most powerful force in the 
world, and I cannot believe it is incapable of 
stopping crimes,” he said earlier this month, 
after the Decane monastery, where people 
of all ethnic backgrounds have found shel- 
ter, had been subjected to a mortar attack. “It 





Kouchner and Artemije, blessed peacemakers 


isa question of whether it really wants to.” 

The biggest test of the credibility of the 
international protectorate in Kosovo is tak- 
ing place in Mitrovica, a city whose popula- 
tion before last year’s war was about 100,000. 
Today, the Ibar river has almost become adi- 
viding line between the northern, Serb, part 
of the city and the Albanian south. Tension 
has been seething since early February, 
when hundreds of ethnic Albanians were 
forced out of the city’s north, and Kosovar 
leaders threatened to withdraw co-opera- 
tion from NATO unless it was prepared to 
march the evicted families back home. 

Hardline Serbs on the northern bank say 
they cannot be expected to live alongside Al- 
banians while their kinsmen are being per- 
secuted in other parts of Kosovo. But western 
policymakers see in Mitrovica a place where 
their mission will stand or fail. Accordingly, 
NATO's French-led garrison has braved 
stones and even bullets to reinstall Albani- 
ans in one part of the city’s north. 

The violence in Mitrovica has con- 
fronted NATO, not for the first time, with the 
ugliness of peacekeeping in unfriendly sur- 
roundings. France has had to fend off allega- 
tions of mistreating detainees, and of failing 
to probe the fatal shooting of an Albanian. 
The violence has also complicated relations 


between narto and the un mission run by 
Bernard Kouchner, a passionate and mercu- 
rial Frenchman. The un recently named its 
sixth envoy to the city in nine months: Bill 
Nash, a retired American general, whose ap- 
pointment suggests a high-level decision in 
Washington to take matters firmly in hand. 


The simmering region 

Even if the world’s bickering legions bring 
peace to Mitrovica, even darker shadows 
loom over the international efforts to steady 
and rebuild the province. One is the fact that 
fresh conflict is brewing elsewhere in the re- 
gion. Although he is not the only source of 
tension, there are clear signs that 
Yugoslavia’s president, Slobodan 
Milosevic, is stirring the pot in at least 
three places. 

He is waging economic warfare, 
and possibly preparing a coup, 
against the western-leaning govern- 
ment of Montenegro. He is alsoegging 
on the hardline Serbs in Mitrovica. 
No less ominously, a game of mutual 
provocation has started in parts of 
southern Serbia, adjacent to Kosovo, 
between Belgrade’s forces and ethnic- 
Albanian fighters. 

An armed Albanian group with 
the declared aim of “liberating” the 
towns of Presevo, Medvedja and Bu- 
janovac, all of which have substan- 
tial Albanian-speaking populations, 
has emerged on Kosovo's south-east- 
ern border, a sensitive spot that is po- 
liced by Nato’s American contin- 
gent. At the same time, the UN says an 
increasing number of ethnic-Albanian civil- 
ians are fleeing into Kosovo’under pressure 
from Serbian security forces. Some may end 
up in Macedonia, where Slav-Albanian rela- 
tions are already tense. 

These days, American officials do not 
putall the blame on Serbia; they also criticise 
the province's ethnic-Albanian leaders for 
failing to curb extremism. James Rubin, the 
State Department’s spokesman, visited Ko- 
sovo this week to drive home that message. 
But all these simmerings have prompted the 
feeling in Washington that a new confronta- 
tion between Mr Milosevic and the United 
States is in the offing, and that the naro allies 
may have to attack again if the trouble gets 
out of control. 


A legal no-man’s-land 


Any risk of fresh conflict will dampen the 
prospects of attracting foreign capital to the 
province, and will endanger the Eu’s plans to 
raise about €150m ($145m) to improve Ko- 
sovo’s creaky utilities. A fresh influx of refu- 
gees would further poison inter-ethnic rela- 
tions in Kosovo and strain the un budget. 
Even if war can be avoided, the un’s ef- 
forts at economic reconstruction and social 
engineering may yet be paralysed by the out- 
side world’s deep reluctance to decide where 
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Kosovo's political future lies. At present the 
whole place exists in an odd legal vacuum, 
because it is notionally, but not in practice, 
part of Yugoslavia. This casts doubt over 
everything, including economic regulations 
and the ownership of property. 

The un Security Council resolution that 
brought Nato’s air war to an end speaks of 
“substantial autonomy” for the province 
within the Federal Republic of Yugoslavia. 
But at present, with local but not province- 
wide elections in prospect, this concept does 
not mean much. Some outsiders fear that 
any provincial elections would turn into a 
vote for self-determination, and they know 
that the leaders of Kosovo's Albanian com- 
munity reject any form of self-determina- 
tion short of full independence. But such a 
notion is anathema to at least two members 
of the Security Council, Russia and China; 
and western governments have also fought 
shy of the idea, because of the precedent bor- 
der changes would set. 

Even if Kosovo's final status remains un- 
settled, it should, in theory, be possible toen- 
gage in modest political experiments. But 
some Security Council members—notably 
Russia—are reluctant to endorse any move 
that would consolidate the province’s de 
facto secession and alienate Serbia. 

With his hands half-tied, the uN’s Dr 
Kouchner is doing what he can to involve 
Kosovars in the running of their own affairs. 
Last December, he persuaded three of the 
ethnic-Albanian community's most influ- 
ential leaders to join him in forming an “in- 
terim administrative council”. They are 
Hashim Thaci, the former leader of the KLA; 
Ibrahim Rugova, who led the Kosovars in 
their years of passive resistance to Serb rule; 
and Rexhep Qosja, a respected writer. 

Dr Kouchner is now trying to find terms 
on which the Serbs’ leader, Bishop Artemije, 
can join the set-up. But the bishop has made 
plain that he can take part only if the uN can 
ensure the economic viability and security 
of the few enclaves where Serbs still live; oth- 
erwise his flock would disown him. 

If the council can be seen to work, it will 
be a tremendous coup for the un and a blow 
to the malicious forces, in Serbia and else- 
where, which want to destabilise the prov- 
ince. But assembling a broad-based structure 
to govern Kosovo is like building a house of 
cards: hard to do, easy to blow down. 

So far, Dr Kouchner insists, Kosovo has 
been a successful chapter in the history of 
“humanitarian intervention”, a concept he 
helped to pioneer. It is certainly a less un- 
happy place than the murderous charnel- 
house he took over last summer. But he is 
careful to remind visitors that he is merely 
the implementer, not the designer, of a 
nearly impossible mandate from the Secu- 
rity Council. “If there is success, it will be our 
success, and if there is failure, it will be our 
failure,” he says. Indeed it will. 
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Triumph for the right 


MADRID 


The victory of Jose Maria Aznar and his centre-right People’s Party in the 
general election on March 12th was historic 


‘OR the first time in Spain’s history, a right- 

wing party—albeit one whose leader de- 
clares himself to be firmly at the “reforming 
centre”—has won an outright majority of 
seats in a democratic general election. Jose 
Maria Aznar’s People’s Party (pr), which has 
run Spain for the past four years as a minor- 
ity government beholden in parliament to 
Catalan nationalists, can now rule the roost 
with a comfortable surplus of 16 in the 350- 
seat chamber. Though Mr Aznar says he will 
step down when his renewed mandate runs 
out in 2004, his place in Spanish history 
looks secure. The pp’s win was certainly a 
stunning personal triumph. 

Two strong factors underpinned the vic- 
tory, along with several tactical ones. The 
most obvious was that Spain’s economy is 
booming; unemployment, though still high 
at 15% (by one measure), has fallen by eight 
percentage points in four years. No less im- 
portant, Mr Aznar’s brand of cautious and 
consensual government has clearly dis- 
pelled the ghosts of the authoritarian past 
that have haunted Spain’s right since the 
death of General Franco in 1975. Four years 
ago, a lot of middle-of-the-road, middle- 
class Spaniards were queasy about voting for 
a party that descended, however indirectly, 
from the old right. Last weekend, the same 
people were happy to give Mr Aznar their 
nod. Spanish democracy, in that respect, has 
truly come of age. 

Mr Aznar was also helped by some tacti- 
cal moves that rebounded against the Social- 
ists, whose worthy but uninspiring leader, 
Joaquin Almunia, resigned as soon as the 
scale of his party's defeat became clear. For 
one thing, a much-heralded electoral alli- 
ance between the Socialists and the Com- 
munist-led United Left, which was meant to 
broaden the appeal of the left as a whole, evi- 
dently frightened off many middle-of-the- 
roaders. The Socialist vote dropped from 38% 


The swing to the right 
Spanish election results, seats, 2000 (1996) 





Basque Nationalist Partyt 7 (5) 
Regional parties and others 12 (11)t 


Socialists 125 (141) 


United Left* 8 (21)___j5 LNM 
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Convergence and Union§ 15 (16) 
People’s Party 183 (156) 


to 34%, while the pr’s soared from 39% to 45%. 
“We couldn’t connect with the voters,” con- 
fessed a forlorn Mr Almunia. His ally, the 
United Left, slumped from 11% in 1996 to less 
than 6%, its tally of seats falling from 21 to 
eight. Though the Communists had a new, 
more moderate and modern-looking leader 
in Francisco Frutos, he too failed to impress. 

A second explanation for the Socialists’ 
defeat is that their emphasis on the cronyism 
and share-option windfalls that have cer- 
tainly benefited some of Mr Aznar’s friends 
evidently fell on deaf ears. Many voters may 
indeed have recalled the much more wide- 
spread sleaze and even criminality that did 
so much to sully the reputation of the Social- 
ists in their 14 years in power before Mr Az- 
nar’s first victory four years ago. Though Mr 
Aznar, a former provincial tax inspector, still 
lacks eloquence and glamour, he nonethe- 
less comes across as efficient and straight, if 
occasionally harsh. And of late he has been 
looking much more relaxed. 

On the face of things, Mr Aznar now has 
less need to heed Spain’s regional parties, 
which were able to wring concessions out of 
him during his previous minority govern- 
ment. A conservative Catalan coalition 
called Convergence anc Union is still the 
largest regional force in parliament, but it 
dropped a seat in the election. And the hope 
of its long-serving leader, Jordi Pujol, that he 
would remain the kingmaker in parliament 
in Madrid was in any event dashed by virtue 
of the pp securing an overall majority. More 
strikingly, the pp did notably well in the vo- 
latile Basque region (see next article). 

But Mr Aznar cannot afford to disdain 
regionalists altogether. Though the Basque- 
nationalist vote dipped, the vote for regional 
parties elsewhere in Spain, in such places as 
Andalusia, Aragon, the Canary Islands and 
Galicia, went slightly up. Regional parties 
now hold 33 seats, compared with 29 before. 
Mr Aznar was careful not 
to pander to those of his 
more nationalistic sup- 
porters who, in the excite- 
ment of victory, vocifer- 
ously rubbished the reg- 
ionalists, especially the 
Basques and Catalans. 
On March 14th, Mr Aznar 
said he would seek to 
form an alliance in parlia- 
ment (but nota formal co- 
alition) with the main- 
stream Catalans and the 
Canary Islanders, but not 





nationalists 
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HE results of the general election in the 

Basque region show how hard it will be 
to reach a settlement in that troubled land. 
Broadly speaking, some 38% of those who 
went to the polls plumped for parties 
which favour independence for the 
Basques, or something close toit, while 57% 
voted for parties that would keep the 
Basque region, albeit with a good dollop of 
autonomy, within Spain. 

The mainstream (and non-violent) 
Basque Nationalist Party is still the biggest 
single party in the area, with 30% of the 
vote. But the centre-right People’s Party, 
which won handsomely in the country as 






with any Basques. Even though they have 
lost influence in parliament in Madrid, re- 
gional politicians will goon fighting for more 
devolution. 

Despite his party's triumph, Mr Aznar 
has been at pains to stress that consensus 
will continue to be his watchword. “The next 
government”, he says, “will be open to dia- 
logue with other political and social forces. 
Everyone must get together to help Spain 





Jobs in Europe 


The Basque stalemate 







a whole and is most reluctant to give more 
ground to Basque nationalists of any stripe, 
has shot into second place (up to 28% of 
votes cast, from 18% in 1996), ahead of the 
Socialists. In the three Basque provinces’ 
capitals, Bilbao, San Sebastian and Vitoria, 
the pp actually won. The extreme national- 
ists do best in the poor rural heartlands in 
the mountains. 

But analysing the voting trend is made 
trickier by the boycott called by Herri Bata- 
suna, the party closest to the separatist ter- 
ror group, ETA, which resumed violence in 
December after a 14-month truce. The ab- 
stention rate duly rose from 28% last time, 
to 36%. But across the country more Span- 
iards stayed away from the polls than be- 
fore, so it is hard to say whether the extra 
absentees were indubitably Herri Bata- 
suna (and therefore eta) sympathisers. 
Last time, the pro-eTA voters scored 12%. 

Since the mainstream Basque Nation- 
alists have lately been cosying up to ETA, to 
the fury of mostother Spaniards, it is possi- 
ble that a fair number of eta sympathisers 
would have voted for them. At the same 
time, the more conservative types who 
usually vote for the Basque Nationalist 
Party may, in a knock-on effect, have 


move ahead.” He is also keen to keep the 
trade unions sweet as he presses ahead with 
reforms to make hiring and firing easier, to 
cut income tax, and in due course to tackle 
Spain’s pensions and welfare systems. 

In theory, Mr Aznar can now venture 
more daringly towards further economic lib- 
eralisation. In fact, he will probably continue 
to be cautious. But there is little doubt about 
the direction in which Spain is heading. 





Working together 


Europe’s economy may be booming, but it still has too many people without 
jobs. Can the politicians find a common solution? 


ISTEN to Britain’s Tony Blair, and the Lis- 
bon summit of European Union govern- 
ments, to be held on March 23rd and 24th, is 
all about the creation of a “dynamic knowl- 
edge-based economy” and the promotion of 
“competition” and “enterprise”. Listen to the 
French, aboveall to Martine Aubry, their am- 
bitious and influential jobs minister, and the 
gathering is all about the drive for “full em- 
ployment” and “greater solidarity”. 
The discrepancy between these two vi- 
sions underlines how heroic it is for 15 gov- 
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ernments to try to sit down together and 
draw upa common “employment strategy”, 
which is the main point of the summit. Most 
EU governments may be in the hands of par- 
ties of the centre-left, but even so their poli- 
cies vary widely. 

Put crudely, the British method of bring- 
ing down unemployment, now at 5.9%, bor- 
rows heavily from the United States and 
concentrates on clamping down on welfare 
and on fixing a minimum wage so low thatit 
does little to inhibit the hiring of workers. By 


or Spanish? 
votes 


* in the 
(excluding Navarre), % 


“Abstention rate in 1996 was 28%; in 2000, 36%. 
TRadical splinter from Basque Nationalists 


switched over to the pr or Socialists. 

These results may well undermine the 
authority of the mainstream Basque Na- 
tionalists, who run the regional assembly. 
At the last regional election, at the end of 
1998, they and other independence- 
minded Basques, including ETA sympa- 
thisers, took 41 seats, against 34 for those, 
including the pp and the Socialists, who 
wanted the Basque region to stay more sol- 
idly Spanish. Now the pr, delighted with its 
success in an area where it has not usually 
done well, is calling for fresh regional elec- 
tions, hoping that support for separatism 
will slip further. 





contrast, the French, whose rate of unem- 
ployment iscreepingdown butstill stands at 
10.5%, have been trying to create jobs by 
shortening the working week and by subsi- 
dising youth work, while weighing down 
employers with relatively high costs for hir- 
ing and firing. 

How can such divergent views be ac- 
commodated? The answer will partly be, as 
ever, by the liberal use of generalities that 
dodge awkward choices. In the words of 
Anna Diamantopoulou, the European com- 
missioner for jobs, the summit should make 
a “commitment to combine competitive- 
ness and cohesion”. This ambition is not 
pure fantasy. The Dutch seem to have man- 
aged it. Their low unemployment rate, of just 
3.7% sits alongside a generous welfare sys- 
tem (though many could-be workers are reg- 
istered as invalids). Yet many governments, 
especially the French, will not tolerate inse- 
cure or part-time work as the price of bring- 
ing down unemployment. “Quality jobs” is 
what they are after, and nothing less will do. 

Peer beyond the rhetoric, however, and 
there is more agreement among Europeans 
than first meets the eye. Much of the postur- 
ing is for domestic consumption. Mr Blair, 
for instance, preaches two messages for two 
audiences. At home, he wants to convince 
Eurosceptics that he is remoulding Europe in 
Britain’s deregulated image. On the conti- 
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nent, he wants to sound like a good Euro- 
pean, so he punctuates his speeches with ap- 
peals to “greater social cohesion”. 

In fact, there is a gradual convergence of 
ideas about how to defeat unemployment. 
Two features stand out. The first is that Eu- 
rope’s governments have begun, tentatively, 
to talk the same language. Everybody, in- 
cluding Mr Blair, says they want to bring 
about “full employment”, but the means 
they intend to use to get there have begun to 
sound rather similar as well. 

Even the French now talk about “making 
work pay”, a favourite Americanism bor- 
rowed by Gordon Brown, Britain’s finance 
minister. The idea of an “active welfare 
state”, in which the unemployed are encour- 
aged, or cajoled, if not actively forced, off 
benefits and into work, is another increas- 
ingly shared conviction. “Lifelong learning” 
for the Internet age is a further Blairism that 
now crops up in commission documents. 

The second novelty is the growing accep- 
tance of the idea known in Brussels jargon as 
“soft convergence”. This is the notion that, in 
areas where policy is made at national level, 
including employment and welfare, Euro- 
pean governments should nonetheless try to 
learn from each other. This should involve 
not only polite visits to exchange ideas, but 
more competitive means, such as the publi- 
cation of league tables that show who has 
performed best. 

Naturally, not everybody likes this idea. 
The Spaniards readily admit that “bench- 
marking”, a vogue word which may mean 
no more than borrowing ideas from others, 
has helped them loosen their labour market: 
unemployment, though still high at 15%, has 
dropped by eight points in four years. But 
others, including the French and the British, 
are less keen to advertise their import of for- 
eign ideas—even though advisers of Lionel 
Jospin, the French prime minister, often 
come to London to learn how the British do 
things, while the British look admiringly at 
the Dutch way. 

All the same, there is one good reason for 
Europeans to think more flexibly about la- 
bour markets: the health of their economy. 
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In the second half of last year, the euro area 
was growing ata rate of 4% a year, and could 
match that pace this year. Above all, in al- 
most all countries except inflexible Ger- 
many, and thanks in part to deregulation, 
this recovery has been rich in jobs—even in 
the bigger economies of Spain, France and It- 
aly. But should Europe’s economy falter, and 
unemployment begin to mount again, it is 
unlikely that many of its governments 
would be quite so open-minded. 





France 


Shenanigans 


PARIS 


EUROPE — 


defend himself against corruption charges. 

The criticisms are reasonable enough, 
not least because Mr Jospin boasted as long 
ago as last September that his government 
was embarking on a “second stage” of re- 
forms. The question is whether the carping 
will matter electorally. 

One reason for the flurry of headlines is 
that, though the presidential and parliamen- 
tary elections are two years away (but ever 
present in Mr Jospin’s calculations), local 
ones are only a year off, which means that 
the political parties soon have to choose 
their would-be mayors. who—if they get 
in—have much political and financial 
power. Given that French politics is often 
more about personal fiefs than ideological 


convictions, the upshot is an entertaining 


soap-opera 





OOR Lionel Jospin. 

France has one of the 
perkiest economies in Eu- 
rope, jobs are popping upat 
a record rate and swelling 
tax receipts have given the 
government money to play 
with, yet he is suddenly be- 
ing assailed both by nasty 
newspaper headlines and 
by public-service demon- 
strators in the streets. What 
has Mr Jospin, still said by 
pollsters to be France’s most 
popular prime minister for 
more than a generation, done wrong? 

His alleged crime is immobilisme. His 
Socialist-led coalition government has dith- 
ered when it promised to act, and where it 
has tried toactithas failed. Last weekend the 
conservative newspaper, Le Figaro, delight- 
edly listed ten “black dossiers” showing 
where the government was missing its tar- 
gets, from the judiciary, which needs an 
overhaul, to the pensions and savings sys- 
tems, which need drastic reinvention. 

This week, Le Parisien, a tabloid news- 
paper, joined the hunt, fingering four minis- 
ters it said were “weighing down” Mr Jospin. 
The finance minister, Christian Sautter, was 
lambasted for “procrastinations”, such as 
his retreat, last weekend, in the face of strik- 
ing workers in the Finance Ministry who 
have made him put off until 2002 plans to 
merge tax assessment with tax collection; the 
Green Party's environment minister, Domi- 
nique Voynet, for her “blunders” in making 
light of an oil-tanker disaster last December; 
the education minister, Claude Allégre, for 
his lack of diplomacy in trying to foist reform 
on the teaching unions; and Emile Zuccarelli, 
the civil-service minister, for failing to reach 
agreement with the unions on how to imple- 
menta shorter working week of just 35 hours. 
If only, say pundits across the political spec- 
trum, the government still had the intellec- 
tual brilliance and negotiating finesse of Do- 
minique Strauss-Kahn, who resigned as 
finance minister last November in order to 





Poor, immobile Jospin 


In Paris, for example, 
Jack Lang, a self-promoting 
culture minister of the Mit- 
terrand era (and hardly a 
friend cf Mr Jospin), has 
swanned into the fray to the 
discomfort of the Socialist 
Party’s favoured but grey 
candidate, Bertrand Dela- 
noe. Meanwhile, the conser- 
vative incumbent from the 
Gaullists’ Rally for the Re- 
public, jean Tiberi, has just 
sacked an assistant mayor, 
Francoise de Panafieu, for 
daring tochallenge him. At present facing ac- 
cusations of corruption, Mr Tiberi has solved 
little: the Gaullists’ new president, Michéle 
Alliot-Marie, is making it clear that their 
party has no desire to back him for a second 
term. Indeed, on March 15th she sacked him 
as boss of the Gaullists in Paris. 

Should Mr Jospin werry that in the soap- 
opera he and his government risk being cast 
as villains? Maybe not. For all the bad head- 
lines, one opinion poll out this week says 
that French optimism is at its highest for two 
years. More to the point, this week the pro- 
crastinating Mr Sautter revealed that he has 
room to cut taxes by at least another FFr30 
billion ($4.4 billion) on top of the FFr4o bil- 
lion announced by his predecessor. 








Russia 


Drab contest 


TVER 


UTSIDE the governor’s office in Tver, a 

sleepy and impoverished place that 
straddles the main route from Moscow to St 
Petersburg, what passes “or an election cam- 
paign in Russia is showing flickering signs of 
life. A dozen elderly Communists are hand- 
ing out leaflets denouncing Vladimir Putin, 
the acting president, as a creature of the “oli- 
garchs”, Russia’s politically powerful ty- 
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coons. Across the regional capital's main 
street—still called Sovietskaya—the Putin 
campaign's drop-in centre, housed in a gov- 
ermment building, is registering voters’ com- 
plaints. This consists of placing a scruffy 
photocopied sheet reading “please deal with 
this urgently” on top of the complaint forms, 
and passing them on to somebody else. 

Election fever has not swept through 
Tver; Mr Putin does not need it to. The 
would-be president has Tver, like many 
other Russian regions, stitched up. At the 
parliamentary election in December, Unity, 
a hurriedly constructed pro-Putin party, 
won nearly 30% in the region—one of its best 
results. The governor, Vladimir Platov, re- 
elected by a whisker then, is Mr Putin’s top 
local supporter. His leading officials are run- 
ning the local campaign—“all on unpaid 
leave”, stresses one of them. Cynics say that 
Mr Platov is bound to do his best for Mr Pu- 
tin because he faces a court case to do with 
alleged electoral malpractice: if he stepped 
out of line, the Kremlin would see to it that 
the judgment went against him. 

It also helps that the Putin camp com- 
mands the airwaves, both nationally and 
locally. Although, by Russian standards, 
Tver boasts an unusually large number of 
privately owned publications, their effect on 
public opinion seems limited, Apart from 
careful management of the news, Mr Putin’s 
campaign is skimpy. No posters, pamphlets 
or other election paraphernalia are visible. 
Campaigning consists of an unambitious 
schedule of visits to workplaces and town 
halls by four local worthies, known as “the 
trusted personalities”. The real struggle is not 
between Mr Putin and his opponents, but 
between two rival business clans inside his 
campaign, one Moscow-linked, one local, 
hoping for post-election spoils. 

“This is not democracy. It is just slogans, 
empty slogans,” says Olga Kurnasyenkova, a 
law student, breaking away from a party 
with fellow students. But she, like her fellow 
party-goers studying child psychology, will 
vote for Mr Putin—if they vote at all. 

Mr Putin hits three resonant chords in 
Tver. The first is his promise of more money. 
The state is now paying pensions on time, 
with increases in the offing, The second is pa- 
triotism. “We want to be able to respect our 
army,’ explainsa journalist on Veche Tveri,a 
local newspaper. The war in Chechnya is a 
popular cause in Tver, perhaps reflecting the 
very low casualty rate among Russian sol- 
diers from the region: only two dead since 
the start of the fighting. The third is that Mr 
Putin presents such a refreshing contrast to 
the decayed, incoherent and sometimes 
embarrassingly drunken image projected by 
his predecessor, Boris Yeltsin. “He can talk. 
You feel that he can change something,” says 
BorisGubman, aliberal-minded professor at 
Tver University. 

Few people seem to worry that the 
change might mean less freedom. Tver is ina 
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mess. The tightly run neighbouring region of 
Novgorod has attracted a bunch of big west- 
ern foreign investors; Tver has none. The 
main culprits are corruption and incompe- 
tence in the regional administration, from 
which several recently departed figures are 
either in jail or awaiting trial. Many locals 
seem to think that Novgorod’s friendliness 
to business, and scant regard for freedoms, 
would be just the thing for all of Russia. 

That said, early enthusiasm for Mr Putin 
is fading a little. “People are getting disap- 
pointed already,” says Mr Gubman. It will be 
years, not weeks, before Tver’s bankrupt, ill- 
run big businesses or cash-strapped public 
sector can pay the hoped-for better wages. 
And Mr Putin’s best idea—clean, efficient 
government—will be hard to put into prac- 
tice in Tver when his main tools there are so 
closely identified with the problem itself. 


a 





Turkey 


The army's boot 


ANKARA 


HEN the European Union’s leaders 

agreed in December, at long last, to let 
Turkey become a candidate for full member- 
shipof their club, one of their arguments was 
that the prospect of joining would encour- 
age the Turks to strengthen their wobbly de- 
mocracy. Alas, the more conservative part of 
the Turkish establishment is unwilling to ob- 
lige. Over the past month, Turkey’s friends in 
Europe and America have looked on with 
dismay as the army-backed crackdown on 
Kurdish and Islamist politicians has contin- 
ued unabated. 

The latest victim is Necmettin Erbakan, 
the country’s first Islamist prime minister, 
who was made to leave the job in 1997 amid 
vague accusations that he had been seeking 





Erbakan muzzled 


to bring in Islamic rule during his year in of- 
fice. Soon afterwards, the sometimes erratic 
old gentleman was banned from politics for 
five years and his Welfare party was shut 
down. Now a special state security court has 
sentenced Mr Erbakan toa year in prison for 
aspeech he made six years ago in the largely 
Kurdish province of Bingol. The court said he 
had broken the law by inciting “enmity and 
hatred among the public, based on religious 
and ethnic discrimination,” when he criti- 
cised the political system created by Kemal 
Ataturk 70-odd years ago and suggested that 
Kurdish schoolchildren had the right to call 
themselves Kurds. 

If the Supreme Court upholds the ver- 
dict, the founder of Turkey’s Islamist move- 
ment will be banned from politics for life. 
Meanwhile, the Constitutional Court is pon- 
dering charges that Virtue, the party that 
hastily replaced Welfare, and is described by 
the country’s chief prosecutor, Vural Savas, 
as a group of “blood-sucking vampires”, is 
also seeking to overturn the country’s secular 
order and should, therefore, also be banned. 

If all this is bad for Turkey’s claim to be a 
democracy, it is particularly irritating for 
Abdullah Gul, the youngish former econo- 
mist who hopes to become the leader of Vir- 
tue when the party holds a convention in 
May. He represents the party’s moderate 
wing, which wants to move it closer to the 
political centre in the hope that it will cease 
todraw the ire of Turkey’s powerful generals. 
Unfortunately, Mr Gul announced his can- 
didacy without getting the formal blessing of 
Mr Erbakan, who for all his legal tangles con- 
tinues to run Virtue from behind the scenes. 
Mr Erbakan made his disapproval clear, and 
is believed to be supporting Recai Kutan, a 
mild-mannered septuagenarian now nomi- 
nally running the party. Last week’s sentence 
has catapulted Mr Erbakan on to the moral 
high ground. No pious Muslim, it is reck- 
oned, would desert him at this time. 

As MrGul ponders his next move, 
so too will the country’s president, Su- 
leyman Demirel, who is seeking to ex- 
tend his one-off, seven-year term in 
office, due to expire in May. Backed by 
the country’s leftish prime minister, 
Bulent Ecevit, Mr Demirel has been 
seeking to enlist Virtue’s support to get 
the 367 votes he needs in the 550- 
member parliament in order to stay 
on. In exchange, Mr Ecevit has offered 
to scrap an article of the constitution 
that makes it possible to ban political 
parties. Now there is talk of amending 
the penal code in ways which enable 
Mr Erbakan and hundreds of others 
accused of saying things the army dis- 
likes to stay out of jail. 

In the end, this may bode well for 
Turkey’s democracy. But first the 
country’s politically clomping top of- 
ficers have to agree. 

—s 
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HE odds are shortening fast. It is ever likelier that on March 

2oth the top committee of Germany’s battered Christian 
Democratic Union (cpu) will choose Angela Merkel to take over as 
the party's leader when the hapless Wolfgang Schäuble formally 
steps down next month. A full party congress, starting on April 
goth, would then almost certainly ratify the choice. Other candi- 
dates may yet conceivably emerge, but the most plausible have 
firmly ruled themselves out. The party’s rank and file, along with 
Germany’s media, are already treating Mrs Merkel, a 45-year-old 
clergyman’s daughter from East Germany, as the winner—and are 
generally lavishing praise upon her, But is she right for the job? 

Ask her, and you would be met by one of her inscrutable hang- 
dog expressions to which Germans are becoming used. As the 
Christian Democrats’ long-suffering general secretary, it is she 
who has had to be trundled out in 
front of the cameras, again and again, 
to field questions about the latest 
damning revelations in the party- 
finance scandal that has disgraced the 
cpu's titan, Helmut Kohl, and toppled 
his successor, Mr Schauble. 

In this grim job, her East German 
background has stood her in good 
stead. For the first 36 years of her life, 
she honed her skills at covering up or 
suppressing her feelings—essential in 
a society where practically every room 
contained a Stasi informer, especially 
if you were a pastor’s daughter. Mrs 
Merkel still prays, silently, everyday. 

One thing marks her out as an old- 
school Ossi, or easterner. She does not 
give a toss about glamour. Her stan- 
dard outfit is a jacket with baggy trou- 
sers or calf-length skirt and flat- 
heeled, clodhopper shoes. She does 
not bother to put make-up on her wan 
face, with its dark-circled eyes and 
down-turned mouth. She is un- 
abashed by her pudding-basin hairdo 
and dumpy figure. “Anyone who 
really has something to say doesn’t 
need make-up”, she avers. One lead- 
ing conservative says she looks like a 
Triimmerfrau, the sort of rough, tousled woman whose job was to 
search through bombed rubble after the second world war. 

In any event, Mrs Merkel’s face bespeaks character. And 
friends say that, in private, the dolefully deadpan look can rapidly 
give way to a sparkly, sometimes feminine, charm. “I am tougher, 
more tenacious and more fun-loving than a lot of people think,” 
she says. Last year she married her second husband, a chemistry 
professor, after living with him for 17 years. She has no children. 

Germans who at first thought she was a bit of a bumpkin— 
naive, guileless and even stupid—from the backward east have 
had to change their minds fast. It has become clear that Mrs Mer- 
kel, a doctor of physics who worked in quantum chemistry, is 
pretty sharp, as well as tenacious and tough. Since she went into 
politics after the Berlin Wall came down in 1989, she has seen off 
four political bosses, in the east and west, and is the only promi- 
nent Ossi to have survived the entire decade near the top of the 
Christian Democratic tree. 

Indeed, the speed of her rise has been remarkable. Her main 
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mentor, ironically, was Mr Kohl. After a stint as press officer for | 
one of the first opposition parties to pop up in East Germany as | 
communism crumbled, then as spokesman for East Germany’s | 
first freely elected government, she won a seat for the Christian | 
Democrats in united Germany's first general election, in 1990, and | 
was taken under Mr Kohl’s wing. He promptly made her his minis- | 
ter for women and youth. Within months she was a party vice- | 
chairman. By 1994, she was minister for the environment. | 

Mrs Merkel wasa quick learner—good atadministration,good | 
with the press. But she did not particularly shine. Paradoxically, it | 
was the qualities that are now considered her handicaps to being | 
accepted as party boss—her sex and her Ossi background—thatat | 
first propelled her upwards. Her simple style and apparent mod- | 
esty may have appealed to Mr Kohl, who used to call her fondly, 
and condescendingly, das Mädchen | 
(the girl). | 

No longer. What may have | 
clinched the top job for the Mädchen 
was the fact that she was the first | 
among Christian Democrats to dare to | 
call for “an end to the Kohl era” as the | 
party-finance scandal unravelled. She 
was also the first to brave the wrath of | 
the party’s many powerful Kohl loyal- | 
ists by calling for its thorough “eman- | 
cipation” from the patriarch who had | 
dominated it for a quarterofacentury. | 
The full truth of the scandal, she in- | 
sisted, must come right out. 

Mrs Merkel’s courage, integrity 
and coolness under fire have reaped 
their reward. Her popularity has shot | 
up. Among Christian Democrats, only | 
Kurt Biedenkopf, the 70-year-old pre- | 
mier of the eastern state of Saxony | 
(who may still have an outside chance | 
of becoming the party's stop-gap | 
leader), is more liked in the country at | 
large. The latest opinion polls say that | 
almost as many Germans would vote 
for her as chancellor as for the Social | 
Democratic incumbent, Gerhard | 
Schröder. On this score, the gap that | 
separated him from Mr Schäuble has 
already shrunk from 34 percentage points to just four. | 

Admirable in many respects as Mrs Merkel clearly is, does she | 
have what it takes to rescue her party and give ita chance of getting | 
back into office at the next general election, due in 2002? The | 
party's organisation plainly needs overhauling. With Mr Schröder | 
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by deep internal rifts. Mrs Merkel is still inexperienced. She went 
into politics to fight for democracy in East Germany, not to shape 
the whole country. She knows nothing of business and little of the 
world outside Germany. She is neither an original thinker nor a vi- 
sionary. And her popularity could fizzle, once her novelty value 
wears off and she has to start revamping her party. 

But in the short run her unpompous, down-to-earth, jargon- 
free directness should bring a gust of fresh air to the stale, grey- 
suited, male-dominated, wheeler-dealing atmosphere of German 
politics. And if she fails to make her mark against the skilful oper- 
ator who is today’s chancellor, the Christian Democrats can still 
choose someone else to take him on in.time for the next election. 
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Ever the Medusa 


Mao Zedong’s tactics were every bit as brutal as Stalin’s or Pol Pot’s. Like 
Stalin, he succeeded in building a nation. No wonder he continues to fascinate 


N 1919, a young idealistic essayist named 

Mao Zedong urged his countrymen to 
throw off their oppression. In itself, this was 
nothing extraordinary. But he asked them at 
the same time to have sympathy for their op- 
pressors who were, after all, “human beings, 
like ourselves.” Their tendency toward op- 
pression, he wrote, was merely “an infection 
or hereditary disease passed on tothem from 
the old society and old thought.” When 30 
years later Mao became undisputed leader 
of the People’s Republic of China, it was clear 
that he himself had long since been afflicted 
with the same disease. 

Mao’s rise from provincial pamphleteer 
to head of state of the world’s most populous 
nation is well known. Yet it remains a fasci- 
nating tale: a Confucian upbringing in a 
well-to-do peasant family in Hunan; early 
dabbling with radical politics; the shrewd- 
ness and stubbornness that helped him tri- 
umph both in the political infighting against 
his communist comrades and as a military 
commander against the superior armies of 
Japan and Chiang Kai-Shek’s nationalists; a 
mythically large personality; remarkable 
charisma, and unrestrained flights of hubris 
that created a New China and then plunged 
itintochaos. All of it bears retelling. 

Even China’s heavily doctored official 
accounts, while straining to gloss over the 
roughest edges of Mao's legacy, cover the ba- 
sic outline, blaming Mao’s “errors” for the en- 
suing chaos, China does not accept western 
estimates of 20m-30m deaths from famine 
caused in the early 1960s by the rash econ- 
omic policies of Mao’s Great Leap Forward. 
In fact, the official histories shun the word 
“famine” altogether and refer to the period 
instead as the “Three Difficult Years.” Also 
obscured by party historians, out of obvious 
self-interest, are the varied deeds of Mao’s 
colleagues, including his eventual successor 
Deng Xiaoping, who did some of Mao’s 
worst dirty work while he lived but began 
undoing his policies the moment Mao died. 

Such drama, together with a large (and 
growing) body of available source material, 
make Mao an irresistible subject. But what 
justifies the continuing studies of the Great 
Helmsman is an area that might, in Mao’s 
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Mao: A Lire. By Philip Short. Henry 
Holt; 782 pages; $37.50. Hodder & 
Stoughton; £25. 
Mao ZEDONG. By Jonathan Spence. Vi- 
king; 188 pages; $19.95. Weidenfeld & 
Nicolson; £12.99 
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own metaphor of 1919, be called political epi- 
demiology: how did Mao contract “oppres- 
sor’s disease” and how was it able to progress 
so far as to ravage him and China both? 
Around this central question revolve others 
about how Mao has been viewed in the past, 
both by foreigners and by Chinese, and how 
he might come to be seen in the future. 

Approaching, if not quite answering, 
these questions are two new and highly 
worthwhile accounts: one by a veteran BBC 
journalist, Philip Short; the other by a re- 
spected American sinologist, Jonathan 
Spence from Yale University. Using many of 
the same sources to cover much of the same 
terrain, these two writers have produced 
very different books. Mr Spence’s short book 
has the feel of a minimalist, almost casual 
romp through Mao’s life, though it is any- 
thing but. His authoritative command of 
Chinese history helps generate an elegant 
account, at once sparse and robust. In only 
two pages, for example, Mr Spence distills 
the complex interplay of culture, ideology 
and personal rivalry that, by 1965, had co- 
alesced into the Cultural Revolution. Mr 
Short’s journalistic style, by contrast, makes 
for amore complete and colourful account. It 
requires more effort from the reader but is 
fully rewarding in the end. 

Both works are useful in tracing the onset 
of Mao’s “infection” to his early years, when 
symptoms appeared in fits and starts. In 
mid-1911, as the Qing dynasty was falling 
apart, many activists made anti-Manchu 
statements by chopping off their long pig- 
tails of hair. Not only did the 17-year-old Mao 
show support by cutting off his own braid, 
but he forcibly cut the braids of friends who, 
to his mind, were not showing sufficient 
revolutionary fervour. 

Mao went on to re-enact that gesture for 
decades afterwards, on an increasingly 
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grand and gruesome scale. In a 1912 school es- 
say cited by both authors, Mao praised Lord 
Shang, a brutal minister in the ancient Qing 
dynasty, describing both the wisdom and 
necessity of Lord Shang’s decrees. These in- 
cluded enslaving the lazy, linking house- 


holds into networks of mutual surveillance ~ 


and responsibility, and punishing those 
who failed to report crimes by slicing them 
in two at the waist. 

Four years later, Mao delivered a similar 
critique of a tyrant closer to home, a warlord 
named Tang Xiangming, who had just been 
run out of power after briefly ruling Hunan. 
“Butcher Tang’s” killing of more than 10,000 
was, Mao reckoned, an “inescapable out- 
come of policy”. As Mao wrote later: “Those 
who consider these things to be crimes do 
not comprehend the overall plan.” 

But conflicting impulses stirred in Mao 
during the same period. In some revealing 
notes he made in the margins of his copy of 
_ “System of Ethics”, by Friedrich Paulsen, a 
German philosopher, Mao resisted Paulsen's 
claim that some people simply have no con- 
cern for the suffering of others. “Except for 
those who are sick and crazy, there definitely 
are no such persons,” Mao noted. But alas, as 
even the most favourable portrayals of 
Mao’s career attest, he himself turned into 
just such a person, clawing his way to the top 
of the Communist Party in the 1930s and 
then ruthlessly suppressing any challenge to 
his authority, real or imagined, until his 
death in 1976. 

Employing the same utilitarian logic 
with which heexcused the tyranny of others, 
Mao coolly declared that 700,000 “local bul- 
lies and evil gentry” had been killed by the 
Communists between 1950 and 1952, and 
that they all deserved it. Their deaths and 
millions of subsequent ones were the direct 
result of the barbarous, quota-governed po- 
litical campaigns that Mao periodically 
launched to throw rivals off balance. 

At the same time, of course, Mao also suc- 
ceeded in building a nation, and many re- 
tain a nagging suspicion that this could not 
have been achieved, by Mao or anyone else, 
without some strong-arm tactics. For many 
Chinese, an intense pride in that achieve- 
ment overshadows revulsion at Mao's 
crimes. Context also plays a role. Chinese 
history and folklore are replete with tyrants 
like Lord Shang. And itis taken asa common- 
place among many Chinese that the coun- 
try, with its size and population, is somehow 
uniquely chaos-prone and difficult to rule. 
The corollary notion—that anyone hoping to 
bring order would need to twist a few 
arms—is thus well established in Chinese 
minds, and so even some people with direct 
and painful knowledge of Mao's cruelty 
grant him a degree of grudging respect. 

In western minds, views of Mao have not 
so much blended the good parts with the 
bad, but evolved according to how much 
and what kind of information was coming 
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out of China. Much of what dribbled out 
about Mao during his earlier years was fil- 
tered through sympathetic chroniclers like 
Edgar Snow and Agnes Smedley, and tended 
to show him—not without some justifica- 
tion—as a romantic and heroic rebel. But as it 
emerged that Mao’s victims numbered tens 
of millions, the damning comparisons with 
Stalin, Hitler and Pol Pot have become 
harder for supporters to fend off. 

It is of course China’s current leaders 
who ought to have the clearest view of Mao. 
Their judgment, tellingly, has been to reverse 
his most basic policies by putting China on 
the road to a market economy. So why, one 
wonders, do they continue to give his por- 
trait pride of place in Tiananmen Square? Mr 
Short’s simple answer is that “having aban- 
doned its ideology, the Chinese Communist 
Party could not allow itself the luxury of ne- 
gating the myth of its founder.” 

The appetite for both historical and con- 
temporary explanations of China is un- 
quenched. America is increasingly mesmer- 
ised by the possibility of a Chinese threat, 
and the issue may well return to overshadow 
the American election once the primaries are 
out of the way. In 1994 Mao’s personal physi- 
cian Li Zhisui wrote an insider’s account of 
life with the Chinese leader. But the first full 
biography of Mao by a Chinese writer—Jung 
Chang, author of the best-selling “Wild 
Swans”—will not be published before 2002. 
It will be a long time, though, before there is 
an official Chinese biography of Mao that is 
as complete and unflinching as are Mr 
Spence’s and Mr Short’s. 


The cold war 


From here to 
eternity 


From YALTA TO BERLIN: THE COLD WAR 
STRUGGLE OVER GERMANY. By W.R. Smyser. 
St Martin’s; 465 pages; $29.95. Macmillan; £30 


TE epicentre of international conflict in 
the 20th century was Germany: it initi- 
ated two world wars, and became, though 
divided and geographically diminished, the 
central prize of the cold war. The end of that 
struggle was symbolised by the 
demolition of the Berlin Wall in 
November 1989. 

William Smyser, a partici- 
pant in and observer of the pro- 
cess, lived in Hitler’s Germany, 
served with the United States 
forces in Germany in the 19505, 
worked under General Lucius 
Clay in Berlin during the 1960s 
and was the political counsellor 
at the American embassy in 
Bonn during the decade that fol- 






lowed. His book is the first to chronicle the 
entire story of the division of Germany, from 
Potsdam to unification. 

Mr Smyser’s analysis of Stalin’s post-war 
goals is convincing. Even after the four occu- 
pation zones were established, Stalin 
wanted and expected their consolidation 
into a single Germany. The Soviet zone of- 
fered a base from which parties he con- 
trolled could exert influence over Germany 
as a whole and ultimately establish commu- 
nism. The rape and looting by the Red Army 
and the removal of more than half the func- 
tioning industrial capacity of the eastern 
zone to Russia did little to win German 
hearts and minds. Nationalisation of what 
industry there remained, together with a 
land-reform policy that created more than 
500,000 new farmer-owners, transformed 
the existing economic and social order. 

Stalin picked Walter Ulbrecht as the 
head of the Russian zone but Ulbrecht some- 
how managed to pursue policies that under- 
mined Stalin’s goal. Ulbrecht wanted to con- 
solidate control over the Soviet zone; he 
cared far less about the rest of Germany. By 
1947, the former allies saw Germany as a 
zero-sum game. The occupiers decided that 
“they would rather have their own slices 
than risk letting their prospective opponents 
have the whole.” 

In his foreword, Paul Nitze, a venerable 
American national security expert, observes 
that he still considers the Berlin crisis of 1948 
as “the most parlous moment”, when Amer- 
ica and the Soviet Union came closest to war, 
far closer in his view than during the Cuban 
missile crisis. On July 24th, 1948, the Soviets 
closed the rail and road links between west- 
ern Germany and west Berlin, located deep 
within the Soviet zone. While America was 
still considering a wide range of options, in- 
cluding leaving Berlin, Ernest Bevin, the Brit- 
ish foreign secretary, declared that the Brit- 
ish government intended to stay put. He 
asked that two squadrons of American B-29 
atomic bombers be sent to England. 

The heroes of the blockade turned out to 
be Bevin, President Truman and Clay, the 
American proconsul who created the airlift 
which succeeded in supplying Berlin in the 
face of a belief within the Pentagon that Ber- 
lin could not be sustained by air. Yet it is 
nothing short of terrifying to recognise that 
Clay, on his own authority, gave very serious 
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consideration to using an armoured column 
backed up by support from the air to break 
the blockade. The final hero was Mikhail 
Gorbachev whose policies of perestroika 
and reform contributed to the unexpected 
collapse of the East German state. At the criti- 
cal time, Mr Gorbachev decided that force 
would not be used to preserve an indepen- 
dent East Germany. He sought the promise 
of a friendly, peaceful Germany and a more 
stable Europe, a prospect which he futilely 
hoped would permit him to concentrate on 
Soviet domestic needs. 

The evolution of Germany into a uni- 
fied, stable nation, more pacific, liberal and 
attentive to civil liberties than most even in 
Western Europe, is a momentous achieve- 
ment. Mr Smyser has produced an authori- 
tative, readable account which should be- 
come a standard text. 

— — aly 


Vietnam 1 


Men of power 


THe Secret WAR AGAINST HANOI KEN- 
NEDY'S AND JOHNSON’S USE OF SPIES, SABO- 
TEURS AND COVERT WARRIORS IN NORTH 
VietNAM. By Richard H. Shultz Jr. Harper- 
Collins; 408 pages; $27.50. Distributed in 
Britain by TBS; £18.99. 


| be AN impressively researched and sym- 
pathetic, yet straightforward, presenta- 
tion, Richard Shultz, the director of the inter- 
national security programme at the Fletcher 
School of Law and Diplomacy, recounts the 
clandestine efforts by the Pentagon against 
North Vietnam. Itis a tale of nearly unbeliev- 
able incompetence and pig-headedness re- 
sulting, as was all too common, in meaning- 
less Vietnamese deaths. 

In 1963, President Kennedy wanted to 
make North Vietnam pay for its subversion 
of South Vietnam. Robert McNamara, his de- 
fence secretary, became convinced that cra 
covert operations were failing for lack of ef- 
fort. Despite an assertion by William Colby, 
head of the cra’s Far-Eastern division, that 
agent operations in the north would not 
work, Mr McNamara transferred the task, 
with increased resources, to the American 
army, which turned out to have little idea of 
what to do. The top brass recognised the fu- 
tility of the operations they had been or- 
dered to conduct and assigned mostly sec- 
ond-rate officers to the effort. 

The composition of psychological war- 
fare documents was controlled by artillery 
and infantry officers, ignorant of psycho- 
logical warfare, Vietnamese culture or even 
the language. The army, inheriting unquali- 
fied South Vietnamese agents-in-training 
from the cia, was unwilling to tum them 
loosein South Vietnam where they could sell 
to the press their knowledge of operations in 
the north. The solution was to get rid of them 
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by sending them north where, as expected, 
they surrendered immediately on landing. 
The army had no greater success with its 
own agents. They were selected by an 
agency of the South Vietnamese govern- 
ment which told the prospective recruits 
that they would be well paid but not of the 
task they would be given. When they discov- 
ered what was involved, for the most part 
they did not want to endure the dangers. 
Their American handlers, who could not 
speak Vietnamese, could not even question 
them about their motivation. 

Over seven years, more than 500 Viet- 
namese agents were inserted into the north. 
Every one of them was captured and then ex- 
ecuted, imprisoned or made a counter- 
agent. A particularly nefarious scheme was 
“Project Urgency”. Captured or kidnapped 
North Vietnamese soldiers or fishermen 
were taken to Paradise Island off the coast of 
South Vietnam, where the Americans had 
created an apparent North Vietnamese vil- 
lage. The plan was to convince the North 
Vietnamese prisoners that they were in the 
haven of an anti-communist North Viet- 
namese group operating in North Vietnam 
called the “Sacred Sword of the Patriots.” 
Then the prisoners were put back into North 
Vietnam with incriminating espionage 
items sewn into the seams of their clothing. 
The American officer in charge of this opera- 
tion stated that it was intended that the men 
would be picked up by North Vietnam’s 
very efficient security forces. “We were hop- 
ing they'd all be killed or give false informa- 
tion that we planted.” 

The author does not explore the obvious 
clash between this programme and the laws 
of war on the protection of prisoners and ci- 
vilians—a conflict to which those responsi- 
ble seemed wholly indifferent. The ultimate 
blame rests on Presidents Kennedy and 
Johnson, and particularly on Mr McNamara, 
who pushed the programme over the oppo- 
sition of the joint chiefs of staff. But the army 
displayed the same fundamental deficiency 
in covert action as it did in the wider war—it 
never flatly told its civilian overseers that the 
assigned task could not be accomplished. 
= 





Vietnam 2 


Man of means 


IRREPARABLE HARM: A FIRSTHAND AC- 
COUNT OF How ONE AGENT TOOK ON THE 
CIA IN AN Epic BATTLE OVER SECRECY AND 
Free Speecu. By Frank Snepp. Random 
House; 391 pages; $26.95 


N 1964, Roger Hilsman, who had served as 
assistant secretary of state for the Far East 
until 1963, brought out a self-serving book 
criticising America’s Vietnam policy. Dean 
Rusk, then secretary of state, understand- 
ably furious, asked a young State Depart- 
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ment lawyer if Hilsman could be jailed. 
After brief research, Rusk was told that the 
law protected only very specific types of in- 
formation such as nuclear or cryptological 
material. America had the first amendment 
to the constitution prchibiting laws impair- 
ing free speech, not an Official Secrets Act 
like Britain’s. The attomey later sought con- 
firmation from a Harvard Law School pro- 
fessor who confided that President Kennedy — 
had asked him that same question more 
than once and had always received precisely — 
that answer. Neither attorney considered the 
possibility of a civil action seeking monetary 
damages by the government, a prospect that 
seemed absurd. 

Frank Snepp, a conservative southerner 
steeped in a tradition of honour and loyalty, 
and a true believer, joined the cra in 1968 
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after earning degrees in Elizabethan litera- 
ture and international affairs at Columbia 
university. The citation for the Medal of 
Merit he later received from the agency 
stated that during the “most critical final 
days of the American presence in Viet Nam” 
he had turned in a performance which his 
chief of station “had never seen equaled.” 

Mr Snepp regarded his actions during 
the period leading to the ignominious Amer- 
ican departure from Vietnam as useless. The 
agency had betrayed its South Vietnamese 
agents and collaborators, exposing them to — 
torture and death. This institutional disgrace 
was compounded by misuse of intelligence 
and a cover-up by the agency of its failures. 
Mr Snepp’s frustration mounted as he was 
unable to induce the agency to investigate its 
own performance. Instead, highly classified 
documents were passed to favoured jour- 
nalists as various participants tried to cast 
blame on each other. 

In 1977, Mr Snepp was finally driven to 
publish his own account, “Decent Interval, 
An Insider’s Account of Saigon’s Indecent 
End, told by the c1a’s Chief Strategy Analyst 
in Vietnam.” He had, as he now poignantly 
writes, turned his back “on the only frater- 
nity” where he had ever “truly felt at home”. 

Mr Snepp'’s revelations made front-page 
headlines. The New York Times’s Book Re- 
view correctly noted that his disclosures 
“seemed to pose more of a threat to certain 
reputations than they do to national secu- 
rity.” But those whose reputations he as- 
saulted included the director and other se- 
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nior officers of the c1A, and Henry Kissinger. 

On joining the agency, Mr Snepp had 
signed a secrecy agreement stating that he 
would not publish any classified informa- 
tion or anything relating to “intelligence ac- 
tivities generally, either during or after the 
term of [his] employment without specific 
prior approval by the agency.” Although the 
government later acknowledged that it was 
not contending that Mr Snepp had revealed 
classified information, it brought a lawsuit 
seeking and obtaining an injunction requir- 
ing him to submit all his future writings for 
pre-publication review and an order grant- 
ing the American government all profits he 
might eam from publishing in violation of 
his secrecy agreement. 

An aged and biased trial judge found 
that the work had caused the United States 
“irreparable harm and loss”. The Supreme 
Court, in violation of its own rules, agreed to 
review the case and over the strong dissent of 
three judges, and without waiting for writ- 
ten or oral argument from counsel, con- 
firmed the decision. In particular, the court 
relied on “undisputed evidence” through 
the uncontradicted testimony of Admiral 
Turner, the c1a director, that Mr Snepp’s 
book, and others like it, had “seriously im- 
paired” the effectiveness of American intelli- 
gence operations by drawing complaints 
from a number of friendly foreign intelli- 
gence services and sources about the 
agency’s ability to maintain secrecy. 

The court seemed to be, and probably 
was, unaware that the trial court had refused 
to allow cross-examination as to whether 
the problem had arisen from Mr Snepp’s 
book. Furthermore, the Supreme Court inti- 
mated that, because Mr Snepp had violated 
his position of trust, the legal outcome might 
well have been the same even without a se- 
crecy agreement. 

MrSnepp’saccount of these proceedings 
is nota dry rendering of his legal problems. It 
is an absorbing human account, including 
the treachery of those he thought were his 
friends and the extraordinary women who 
supported him emotionally, sexually and, in 
the case of a French seductress whom he had 
tried to recruit when she had been the mis- 
tress of a top Vietnamese official, with peri- 
odic payments which kept him going. 

The “profits” Mr Snepp was forced todis- 
gorge included all his royalties minus federal 
income tax with no deduction for years of 
expenses or state income taxes paid. He was 
left destitute. The author’s father did not re- 
ceive an appointment as a federal judge be- 
cause of the book, an outcome that speaks all 
too clearly of the politicisation of the judi- 
ciary,and broke off communication with his 
son until a deathbed reconciliation many 
years later. 

Mr Snepp has rendered a service to his 
country and his readers by illuminating this 
collision between, on the one hand, the inter- 
estin secrecy for reasons both legitimate and 
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illegitimate of the security apparatus, and, 
on the other, the need for informed public 
discourse. Despite the Snepp case and its leg- 
acy, America can still be justifiably proud of 
its tolerance of free speech. But those who 
claim thatit has no equivalent of the Official 
Secrets Act are exaggerating. 

a 





Africa 
The spirits of 
war 


THE MASK OF ANARCHY: THE DESTRUCTION 
OF LIBERIA AND THE RELIGIOUS DIMENSION 
OF AN AFRICAN Civil WAR. By Stephen El- 
lis. New York University Press; 376 pages; 
$36.50. C. Hurst; £40. 

ALICE LAKWENA AND THE HOLY SPIRITS: 
WAR IN NORTHERN UGANDA 1986-97. By 
Heike Behrend. Ohio University Press; 224 
pages; $42.95. James Currey; £40 


AR in Africa throws up the weirdest 

things. Remember the stories of canni- 
balism from Liberia and pictures of fighters 
dressed in blond wigs and Ronald Reagan 
masks? Remember that “witch” in Uganda 
in the late 1980s who told her followers that 
stones could become grenades and that sa- 
cred oil, smeared on their bodies, would tum 
bullets into water? 

Crazy? Maybe, but not inexplicable. 
These two books show that such bizarre phe- 
nomena are people's attempts to apply reli- 
gious beliefs and customs when their soci- 
eties fall apart and social constraints have 
been destroyed by war. These were not just 
flashes of eccentricity but desperate at- 
tempts to reconcile the appalling things that 
were going on with traditional practices. 

Times of excruciating stress and danger 
have thrown up such movements before in 
Africa. In the early 1960s during the struggle 
for independence in Zambia, a woman 
called Alice Lenshina led a religious revolt 
which involved much traditional belief in 
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spirits. It was put down with the loss of thou- 
sands of lives. In Mozambique at the height 
of the civil war in the 1980s, a woman spirit 
medium called Mungoi emerged and carved 
out a territory in the bush by calling on the 
spirits of ancestors for protection. It worked: 
both rebels and government soldiers re- 
spected—or feared—her kingdom of peace. 

Liberia’s civil war was, in part, a revolt of 
the “African” interior against the domina- 
tion of the “American” capital. The capital, 
for centuries dominated by the descendants 
of freed American slaves for whom the 
country was founded, was also the source of 
modern technology and ideas, so itis not sur- 
prising that the rebellion was also a rebellion 
against modernity. Eating human body 
parts has, according to Stephen Ellis, always 
beenacommon ritual in Liberia—done inor- 
der to absorb the spirit of the dead person 
and gain his strength or wisdom. Such acts 
were supervised by elders of the commu- 
nity. The killers were masked and, possessed 
by the spirit of a leopard or crocodile, they 
were absolved of personal responsibility for 
the death of their victims. 

Mr Ellis argues convincingly that what 
was once a widely supported and tightly 
controlled religious system became bastar- 
dised during Liberia’s civil war. If a fighter 
wanted to eat someone’s liver in order to be- 
come a more powerful warrior, a child could 
be bought and killed without reference to 
traditional authorities. And the wearing of a 
mask freed the fighter from guilt. These days 
“Mickey Mouse” masks are much easier to 
obtain than ritually-carved, symbolic 
wooden and raffia masks which are care- 
fully preserved and venerated in shrines. 

In northern Uganda, the Acholi people 
were in deep crisis in the mid-1980s. In 1986 
Yoweri Museveni’s guerrilla army overthrew 
the Acholi-led military government and the 
defeated soldiers fled home to their villages. 
Many turned to banditry and preyed off 
their own people. Acholi tradition has it that 
when a man kills, the spirit of his victim is 
left wandering. It can come to haunt his killer 
unless he is purified or it can be caught by 
witches and used for evil purposes. 

After its government was defeated, 
Acholi society disintegrated. Mr Museveni’s 
army made things worse by terrorising the 
Acholi district. Heike Behrend, in “Alice Lak- 
wena and the Holy Spirits”, describes how 
an ordinary peasant woman founded the 
Holy Spirit Movement, an extraordinary 
mixture of traditional purification rituals 
and Christian morality. Far from being a 
witch, Miss Lakwena was trying to use tradi- 
tional Acholi beliefs and Christianity to 
drive out witchcraft. She was said to be pos- 
sessed by several spirits: the Lakwena, a wise 
old Italian engineer who had lived in the dis- 
trict years before; Dr Wrong Element, an iras- 
cible American; Franco, a friendly, jolly spirit 
from Congo; and Ching Po, who was Korean 
or Chinese and responsible for making 
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grenades out of stones. Inspired by these 
bizarre spirits, she formed an army of several 
thousand and issued a list of rules known as 
the Holy Spirit Safety Precautions which 
read like a mixture of the Ten Command- 
ments and an army manual. 

Alice sent her soldiers into battle semi- 
naked, singing Catholic hymns and smeared 
with shea butter to protect them from bul- 
lets. They were forbidden to take cover and 
many had no guns. They believed they were 
protected by thousands of other spirits sum- 
moned up by their leader. In 1986 they scared 
Mr Museveni’s army out of much of north- 
ern Uganda but were finally defeated after 
crossing into the south. Miss Lakwena fled to 
Kenya where she is said to be still living. Her 
Holy Spirit Movement has been replaced by 
the Lord’s Resistence Army which continues 
to fight against Mr Museveni. Given the col- 
lapse of African societies and the disillusion- 
ment that most Africans feel about the po- 
litical systems that have replaced them, it is 
hardly surprising that people seek salvation 
or survival in such millenarian cults. But 
they are not so much a manifestation of 
madness as a reaction against it. The mad- 
ness is the collapse of African societies and 
politics. 


Europe 


A Brit in Brussels 


A Diet Or BRUSSELS: THE CHANGING FACE 
oF Europe. By Leon Brittan. Little, Brown; 
224 pages; £18.99 


IFTY years ago this May, Robert Schu- 

man, France's foreign minister, put for- 
warda plan to pool German and French coal 
and steel production under a new “high au- 
thority”—the first step towards today’s Euro- 
pean Union. Over most of the half century 
since then, Britain’s relationship with the 
emerging £u has been contentious and vexa- 
tious,on both sides. For ten of those years, Sir 
Leon Brittan was closely involved in that 
relationship, as the senior of Britain’s two 
European commissioners: indeed, he is the 
longest-serving commissioner that Britain 
has had so far. His memoir of his time in 
Brussels ought, then, command attention. 

It does. And yet as a whole the book is 
something of a disappointment. Sir Leon 
was acontroversial figure in both the jobs he 
did in Brussels, as commissioner succes- 
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sively for competition and external trade. He 
fought a disastrous losing campaign for the 
EU presidency in 1994 (something that goes 
oddly unmentioned in this book). He made 
no secret of his contempt for the man who 
actually got the job, Luxembourg’s Jacques 
Santer. But his account of what it was actu- 
ally like to work in Brussels, and especially of 
the tumultuous events that led up to the San- 
ter commission’s resignation in early 1999, is 
bland and unrevealing. He offers few origi- 
nal or useful insights into how the commis- 
sion (and the other eu institutions) might be 
made to work better. 

Sir Leon also seems surprisingly obli- 
vious of the deep hostility that he aroused 
around Europe, especially in Paris. The 
French, inevitably, regarded him as Margaret 
Thatcher's stooge, bent on imposing an An- 
glo-Saxon free-market agenda on the rest of 
Europe. His zealous enforcement of compe- 
tition policy and his enthusiasm for con- 
cluding the Uruguay round of trade negotia- 
tions strengthened their suspicions. 

Yet, as so often, the French misunder- 
stood their enemy. Sir Leon was (and is) un- 
deniably more of a believer in free trade and 
free markets than is his (French) successor in 
the trade portfolio, Pascal Lamy. But he is 
also a lawyer, not an economist. In both 
competition and trade, his main characteris- 
tic was a belligerent belief in applying the 
rules: he was often more like a barrister with 
a brief than an economic policymaker. In the 
Uruguay round and afterwards, he tena- 
ciously fought the European comer, even 
when (agriculture, textiles, anti-dumping) it 
was not exactly a free-trade one. It is telling 
that, when he expounds the general case for 
free trade in this book, he seems to misun- 
derstand the theory of comparative advan- 
tage that underlies it. 

Nor were the French and others right to 
regard Sir Leon, who was badly bruised by 
his ejection from the Tory cabinet after the 
Westland affair in 1986, as an unthinking 
supporter of the Conservative Party. For 
most of his time in Brussels, he was fiercely 
critical of the Tories’ European stance. This 
criticism, indeed, provides the most power- 
ful theme of the book. For Sir Leon argues 
that the £u, and in particular the single Euro- 
pean currency that so many Tories excoriate, 
are in fact acting to promote Conservative 
principles across Europe. 

The hope that Europe is “moving our 
way” has been deeply ingrained in Britain 
ever since it joined the then EEc in 1973. For 
much of the 1970s and 1980s, that view 
was manifestly wrong. But the irony 
now is that, at a moment when popu- 
lar sentiment in Britain towards the Eu 
seems more negative than ever, and 
despite the fact that 12 of the 15 EU 
countries have centre-left govern- 
ments, the hope looks more justified 
than ever before. 

Sir Leon is right: the euro is helping 
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to foment a free-market revolution across 
Europe. The rash of privatisations,cross-bor- 
der mergers and takeovers, and the growth 
of European capital markets are evidence of 
a continent-wide outbreak of shareholder 
capitalism that ought to gladden the heart of 
any Tory. And yet, in the ultimate irony, the 
British politician who now seems most at- 
tuned to Sir Leon’s views is not a Tory: he is 
Tony Blair. That will not make it any easier 
for Sir Leon to sell his message to his erst- 
while political colleagues, and least of all to 
his successor as member of Parliament for 
the Yorkshire constituency of Richmond, 
William Hague. 


——— e 





British politics 


Number Ten 


THE POWERS BEHIND THE PRIME MINISTER: 
THE HIDDEN INFLUENCE OF NUMBER TEN. 
By Dennis Kavanagh and Anthony Seldon. 
HarperCollins; 388 pages; £19.99 


Ne being written down, the British con- 
stitution is famously mysterious. The 
conceit behind this study of what goes on 
behind the black-painted door of 10 Down- 
ing Street is that the prime minister's office is 
not only one of the murkier bits of the mys- 
tery but also the “missing link” in previous 
studies of how Britain’s politics and govern- 
ment work. This is a deficiency the authors 
seek to remedy with a detailed account of 
life within the prime minister’s office. They 
travel from the Number Ten of the 1970s—a 
relatively calm and unhurried place under 
Harold Wilson and Edward Heath—to the 
humming New Labour present. Number 
Ten’s staff has now grown more than twice 
as big and contains an unprecedented num- 
ber of senior political appointees who toil 
busily in the vineyard of Blairism. 

The authors concede that describing the 
work of a small group of people who operate 
in such a confined area is “an exercise in mi- 
niaturism”. Number Ten, they say, echoes 
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the politics more of a bustling and anarchic 
village than that of a settled bureaucracy. 
Most of the people who have worked there 
speak of a unique sense of comradeship and 
excitement, as well as volatile swings of 
mood caused by ephemera such as opinion 
polls, newspaper articles and the prime min- 
ister’s performance during the (now only 
once weekly) ordeal of prime minister's 
questions. Working there, at the heart of gov- 
ernment, is exhausting—and thrilling. 

Because it is thrilling, a study that draws 
on interviews with more than 150 present 
and former denizens of Number Ten cannot 
fail to provide much that is new and read- 
able. At points, however, the miniaturism is 
taken to extremes that even those who are 
mesmerised by power and its trappings will 
find preposterous. For example, the book 
contains detailed maps showing the exact 
position of assorted bureaucrats’ desks, to- 
gether with some revelations of breathtak- 
ing banality. Try this for size: 

Tony Blair's Diary Secretary, Kate Garvey, is situ- 
ated close to his office, deliberately to guard his 
door and keep the diary running to time (Diagram 
F). The diary itself is a conventional desk diary 
with a separate page for each day... 

Perhaps it was inevitable that a book 
which takes as its premise the idea that 
Number Ten is the “missing link” in thinking 
about British government should conclude 
by advocating an expansion of the prime 
minister’s office—even if this might require 
migrating to a new building and turning the 
old one into a “museum of British premier- 
ship”. And yet the conclusion does not flow 
plainly from what goes before. Indeed, the 
authors concede—how could they do other- 
wise?—that many other factors far more 
powerful than the size and effectiveness of 
their office have shaped the performance of 
Britain’s recent prime ministers. 

If anything, the striking thing about 
Number Ten is just how plastic its arrange- 
ments are, and how easily moulded by the 
preferences of the prime minister of the day. 
A few changes have been fairly constant 
over recent decades, such as the expanding 
role of the press office, and the ever-closer 
mingling of political advisers and profes- 
sional civil servants. But every prime minis- 
ter who has wanted to has been able to 
create a Number Ten very much in his or her 
own image. Thus it has been a relatively har- 
monious place under Mr Heath, a bossed- 
about place under Mrs Thatcher, a collegial 
place (at least to begin with) under John Ma- 
jor, a tougher and more focused place under 
Mr Blair. 

Perhaps after all it is the power of the 
prime minister rather than the institution of 
Number Ten that is the true “missing link” in 
thinking about Britain’s mysterious constitu- 
tion. But don’t let this quibble spoil your en- 
joyment of a book crammed full of illumi- 
nating, if sometimes forgettable, detail. 

———EE — 
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British history 
That great 
cesspool 


LONDON 1900: THE IMPERIAL METROPOLIS. 
By Jonathan Schneer. Yale; 416 pages; $29.95 
and £19.95 


O CAPTURE London in freeze-frame at 

the turn of the 19th century, Jonathan 
Schneer develops a single over-arching 
theme. In a work of persuasive scholarship, 
written with verve and insight, he analyses 
the tremendous impact that Britain’s impe- 
rial adventure—then at its height—made on 
nearly every aspect of London's life. 

Few Londoners were unaffected by the 
country’s self-appointed mission to take 
western civilisation to the benighted peo- 
ples of Africa and the East, and to extract 





much of their natural wealth in return for 
the favour. The policies that drove imperial- 
ism were made by statesmen, aristocrats and 
capitalists who met regularly around the 
dinner tables of a few influential and 
manipulative hostesses. Businessmen and 
financiers were quick to take advantage of 
the opportunities open to them, and used 
some of the profits to protect their interests 
by sending a volunteer force from the finan- 
cial district to help fight the Boers. 

At the other end of the economic scale, 
dock labourers handled the products of em- 
pire but could not possess them except by 
theft, which was endemic and which Mr 
Schneer appears to defend as a legitimate 


weapon of class conflict, “an act of imperial 
self-definition”. This, the sharp end of colo- 
nial trade, had wider political ramifications, 
for the dockers’ harsh working conditions 
spawned aggressive and eventually effective 
trade unions. Meanwhile, the seeds of the 
liberation movements that were to flower in 
mid-century were sown by exiled Indians 
and West Indians, encouraged by white lib- 
eral sympathisers, who published small but 
influential journals and addressed impas- 
sioned public meetings across the capital. 
Many of them pursued the now discredited 
tactic of collaborating with the colonial au- 
thorities, yet their work laid the foundation 
for the long and often turbulent process of 
persuading the British that the conqueror’s 
role could not be sustained in the long term. 

Imperialism came to exert a profound 
influence on London’s culture and literature, 
too. Oriental themes crept into painting and 
architecture, notably that of the steamship 
offices near Trafalgar Square, the romantic 
gateway to the empire. Theatres 
staged patriotic entertainments and 
tableaux, portraying British heroism 
and military might, as well as min- 
strel shows that symbolised the pop- 
ular perception of the queen’s black 
subjects. Elephants and other exotic 
animals, including “Kruger’s Lio- 
ness” from the South African theatre 
of war, drew thousands of curious 
onlookers to London Zoo. 

In half a dozen entertaining 
pages, Mr Schneer combs the Sher- 
lock Holmes stories of Sir Arthur Co- 
nan Doyle for a rich store of imperial 
themes. For Holmes and Dr Watson, 
menace invariably took a sinister 
eastern form: a sallow Malay atten- 
dant at an east London opium den 
run by a rascally lascar; an evil 
pygmy; a deadly Indian snake used 
as a murder weapon. Holmes’s Lon- 
don was made up of two empires, “a 
good one associated with England 
and personified by two English 
types, the brilliant amateur detective 
and his dogged amanuensis; and an 
evil one associated with criminality, 
often ofnon-European origin”. At the 
beginning of “A Study in Scarlet”, he de- 
scribes the city as “London, that great cess- 
pool into which all the loungers and idlers of 
the Empire are irresistibly drained.” 

A century on, the attitudes expressed by 
Conan Doyle are self-evidently racist. In- 
deed racism was central to the imperial ad- 
venture. Should you judge by the standards 
prevailing then or by the more enlightened 
ones of today? Indeed, is it the historian’s job 
to judge in this sense at all? In this rich and 
original study, Mr Schneer sometimes shows 
a touch more indignation than needed in de- 
nouncing racism and sexism ina society that 
was still to learn better. 
= 
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Main chance 


FRANKFURT AS A FINANCIAL CENTRE. By 
Carl-Ludwig Holtfrerich. Verlag; C. H. Beck, 
Frankfurt; 356 pages; DM68 


HE moneymen of Frankfurt-am-Main 

may have proudly dubbed the city 
“Mainhattan” and “Bankfurt”, but abroad 
many people, particularly in the City, still 
deride it as one of intemational finance’s 
also-rans. Nevertheless, even the most 
scoffing of bankers acknowledge that Ger- 
many’s financial capital has grown hugely 
in staiure during the past decade. Few 
would argue with its claim to have become 
the euro-area’s main finance centre. 

Carl-Ludwig Holtfrerich’s book at- 
tempts to correct a misconception held 
commonly outside Germany: that Frank- 
furt’s latest spurt is its first. Since medieval 
times the city has experienced several up- 
swings and one downswing as a financial 
centre. Located at the intersection of sev- 
eral ancient trade routes, it first rose to 
prominence as a medieval trade fair that 
attracted merchants from France and Italy. 
Its reputation for tolerance produced an- 
other boom during the Counter Reforma- 
tion in the early 17th century, when it saw 
an influx of Calvinist refugees who had 
fled the warring Low Countries. The book 
also shows that three things changed the 
view of Frankfurt as a poor cousin to Lon- 
don, New York and Tokyo: the abandon- 
ment of many (though not all) of the daft 
regulations that crimped interest among 
traders and investors; the choice of Frank- 
furt as the seat of the European Central 
Bank; and the technology-driven modern- 
isation of the city’s four-century-old stock 
exchange. Today, Frankfurt’s financial 
markets are arguably the best-organised in 
the world, and among the most dynamic. 








THE BANK: THE BIRTH OF EUROPE’s CEN- 
TRAL BANK AND THE REBIRTH OF EUROPE’S 
Power. By Matt Marshall. Random House 
Business Books; 434 pages; £25 


ATT MARSHALL'S book on the new 

European Central Bank is an ad- 
mirable attempt to lift the veil. It is some- 
thing of a rush job—on one page alone 
there are two spelling mistakes and a fac- 
tual error—and the narrative lurches 
around, but it is no clippings job. Armed 
with his “favourable yet fair” book on Mi- 
crosoft, based on a series of in-depth inter- 
views with the software company’s bosses, 
Mr Marshall, a reporter on the Wall Street 





Frankfurt has always been a vigorous and controversial financial centre. 
But it is still surprising how much one can learn from its history 


Journal, persuaded the bank's top-level 
executives to sit and talk at length. The re- 
sult is a unique insight into the inner work- 
ings of the bank charged with steering 
monetary policy in the $6 trillion euro- 
zone economy, based on surprisingly can- 
did interviews with the protagonists. 

Mr Marshall’s easy, journalistic style 
helps the pages to turn. He is also skilled in 
explaining tricky financial concepts, from 
monetarism to repo transactions, in terms 
that the layman can follow (much of this is 
sensibly put in footnotes so that those fa- 
miliar with the concepts can read on un- 
distracted). The book’s real strength, how- 
ever, is its accounts of horse-trading and 


infighting among Europe's politicians and 
central bankers in the run-up to the euro’s 
launch. Sprinkled around these accounts 
are rich, often gloriously obscure snippets 
of detail. How many readers already knew 
that Wim Duisenberg, the ecs’s first presi- 
dent, once worked in a pig slaughterhouse, 
or was nicknamed the “European Ken- 
nedy” at the imr? Or that Helmut Schmidt 
and Valéry Giscard d'Estaing hatched the 
first serious plans for a European central 
bank while standing at the tomb of Charle- 
magne in Aachen? Or that Otmar Issing, 
the ecs’s chief economist, had written a 
paper investigating the link between 
money and anal eroticism? All of this adds 
welcome colour to a world known for its 
shades of grey, and should delight dedi- 
cated EcB-watchers. 

Mr Marshall is clearly impressed by his 
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interviewees, but he is not unduly flatter- 
ing. He points out that Mr Duisenberg’s 
memory tends to be selective, filtering out 
awkward or embarrassing incidents, and 
that he has no head for long, analytical dis- 
cussions. The ecs itself isa messy creation, 
the result of compromise after compro- 
mise between different national traditions. 
That Mr Marshall has succeeded in draw- 
ing such a lively portrait is all to his credit. 





LUDWIG BAMBERGER, REVOLUTIONAR UND 
BANKIER. By Benedikt Koehler. Deutsche 
Verlags-Anstalt, Stuttgart; 320 pages; 
DM3980 


T USED to infuriate Ludwig Bamberger to 

queue in German railway stations for 
tickets. “ ‘The man behind the counter 
would talk in Taler and Groschen,’ he 
would fume, ‘but each of my seven compa- 
triots ahead of me in the queue spoke a dif- 
ferent money. One babbles in Gulden and 
Kreuzer, another in Mark and Schilling, a 
third in Goldtaler and Groten. Up steps a 
lady, her purse so full of Bavarian bills that 
she could have bought 50 journeys, and 
starts wailing because the cashier will not 
trade her a ticket for all her treasures. It is a 
begging, moaning, blaming, counting, cal- 
culating and explaining without end.” 
Currency union for the fledgling empire 
was an idea in which Bamberger, its archi- 
tect, believed utterly. As utterly as he be- 
lieved in individual freedom, which to him 
was the whole point of monetary union. 

According to Benedikt Koehler’s bio- 
graphy, Bamberger was bom into a Jewish 
family in Mainz, in south-western Ger- 
many. He had a puny physique but a 
thrusting mind: how to create single mar- 
kets for people, goods and capital, and 
how to keep them open, were the ques- 
tions that concerned him above all. To his 
horror, the questions that Europe was 
contemplating by the time he died, in the 
last year of the 19th century, were of a very 
different nature. What makes this life such 
gripping reading is not only how its per- 
sonal journey charted so precisely the po- 
litical currents of the 19th century. It is also 
how ominously these find parallels at the 
close of the 2oth. 

For the colourful anecdotes that bring 
to life the revolutions of 1848, the Victorian 
City of London and belle-€poque Paris, the 
political horse-trading that led to German 
unity and monetary union, this is a book 
worth reading. For the political lessons of 
GMU for EMU, it is worth contemplating 
even more. 
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New York 


Soaking the 
poor 


WATER FOR GOTHAM: A History. By Ge- 
rard T. Koeppel. Princeton University; 360 
pages; $29.95 and £18.95 


EW YORK'S history is richer in villains 

than heroes. When considerations of 
personal profit and power have conflicted 
with those of civic well-being, the citizens 
have invariably emerged the losers. Nothing 
illustrates this better than the long struggle to 
provide Lower Manhattan with a clean and 
ample supply of water, achieved only after 
thousands had died from the diseases that 
thrived in its putrid wells, and acres of prop- 
erty had been destroyed in fires that raged 
through lack of water to fight them. 

Gerard Koeppel tells an absorbing tale of 
corruption, incompetence, delay and politi- 
cal chicanery. Few, then, should be surprised 
that one of the principal characters in the 
early scenes of the drama was a colourful 
senator, and later, vice-president, Aaron 
Burr, notorious for slaying Alexander Hamil- 
ton in a duel. After an epidemic of yellow fe- 
ver in 1798, in which coffins had been sold by 
itinerant vendors on street corners, Burr es- 
tablished the Manhattan 
Company, with the ostensible 
aim of bringing clean water to 
the city from the Bronx River 
but in fact designed as a front 
for the creation of New York’s 
second bank, rivalling Hamil- 
ton’s Bank of New York. (To- 
day’s Chase Manhattan isadi- 
rect descendant of the Burr 
enterprise.) 

Once Burr had persuaded 
the city’s politicians to ap- 
prove a permissive charter al- 
lowing his company to under- 
take in effect whatever 
commercial activities it liked, 
water was always a secondary 
consideration. The Bronx sup- 
ply never materialised and for 
years New Yorkers had to 
make do with water fed into 
public wells and standpipes 
from the increasingly unhy- 
gienic Collect Pond, on the 
edge of the settled area. The 
supply was inadequate, the 
company incompetent, and 
discontent mounted. Wash- 
ington Irvingcomplained that 
“so rich and luxurious a city, 
which lavishes countless 
thousands on curious wines, 
cannot afford itself whole- 
some water”. New York brew- 
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ers protested that the poor raw material led 
to their losing market share to the purer 
beers of Philadelphia. 

A cholera epidemic in 1832 finally per- 
suaded the city council that provision had to 
be made for a proper water supply, piped 
from an upstate river. A bond issue was au- 
thorised and a water commission estab- 
lished. After much discussion anda citywide 
referendum it was agreed that the Croton 
River, although 40 miles away, would be the 
most suitable source. Plans were drawn for 
an aqueduct that would bring its unpolluted 
water by force of gravity to reservoirs in 
what is now Central Park and at the Fifth Av- 
enue site of what is now the New York Public 
Library. Their capacity would be 150m gal- 
lons,compared with the half-million gallons 
of the old system. 

The ink on the initial plans was barely 
dry before before a disastrous fire destroyed 
a large swathe of the city in 1835: it could per- 
haps have been contained if the Manhattan 
Company’s meagre supply and pipes had 
not been frozen solid. 

Inevitably, the Croton project took lon- 
ger and proved more expensive than ex- 
pected, and was beset with political bicker- 
ing and indecision. Power in City Hall 
alternated between the Whigs and Demo- 
crats, and with each change of administra- 
tion came new commissioners and altered 
priorities. Westchester landowners were re- 
luctant to give up land for the 
required dams and aqueduct, 
and there was a long, heated 
controversy about whether 
the water should be carried 
across the Harlem River on a 
high bridge or a lower cross- 
ing. A deep recession made it 
hard to raise money to com- 
plete the project. Labour dis- 
putes, occasionally flaring 
into drunken violence, caused 
further delays, and so did 
winter flooding. 

Eventually, on July 4th, 
1842, amid much excitement 
and rejoicing, the first Croton 
water flowed into the Fifth 
Avenue reservoir. “Clean, 
sweet, abundant water!” en- 
thused Lydia Child, a visitor 
from Boston. Promenading 
around the topof the reservoir 
wall became a popular recrea- 
tion for New Yorkers, until it 
was pulled down 50 years 
later. Today only a small pro- 
portion of the city’s water orig- 
inates in the Croton, but it has 
maintained its sweetness and 
cleanliness—in sharp contrast 
to the murky processes that 
brought the supply system 
into being. 


God be in my 
head 


A Wortp FuLL or Gops: PAGANS, JEWS 
AND CHRISTIANS IN THE ROMAN EMPIRE. 
By Keith Hopkins. Weidenfeld & Nicolson; 
414 pages; £25 


QU area scholar. You have a serious and 

scholarly case to argue. So why doll it up 
in scatty wrappings? Scatty? No, claims his 
blurbist. The professor of ancient history at 
King’s College, Cambridge, has “revolution- 
ised the way history is written.” How? Well, 
for starters Keith Hopkins has sent a pair of 
time-travellers to pre-eruption Pompeii, and 
scripted an episode for a television soap on 
top. Fair enough, if either device (there are 
others) shed light on the issues under discus- 
sion. Both, mainly, shed darkness. 

The book could well be subtitled “Every- 
day defecation and phallus-fixation in an- 
cient Pompeii’—fascinating topics, no 
doubt, but not famously, let alone here prov- 
enly, linked to religion. The choice of illustra- 
tions among 30 plates includes six erect pe- 
nises. Still, at least the travellers tell some 
lively and informative tales, albeit mostly off 
the supposed point, about Roman city life 
and manners. In contrast, the soap (“Camera 
Crews”, perhaps; episode 94, “Christianity 
meets Qumran”) is drivel. The relationship 
between ancient Judaism, the Dead Sea 
scrolls and primitive Christianity matters; 
why obscure it with prattle about the card- 
board quirks and hang-ups of a tv presenter 
called Axeman (geddit?) and the assorted 
tellybabies around him? 

More's the pity, since beneath this gim- 
crack lies a solid, structured and interesting 
argument: that early Christianity was not 
one but many Christianities, that today’s ca- 
nonical New Testament and now traditional 
views of Jesus had many rivals which only 
early church councils, heresy-hunting and 
passing centuries have buried in the dust. 
Gnostics, Manicheans, and sundry Chris- 
tian cults as varied and bizarre as those that 
pullulate in America today were all in com- 
petition, and nothing at the time guaranteed 
which would be the winner. 

That notion is not new to scholars. But 
the non-expert—at whom presumably this 
book is aimed, for all its extensive bibliogra- 
phy and 47 pages of notes—will not often 
have met it, certainly not argued with such 
force and life. That is the flip and better side 
of Mr Hopkins’s silly devices. His conflation 
of coherent arguments from the texts of this 
or that ancient dispute or disputant, un- 
known outside academe and theological col- 
leges, is a real service. 

Even at that, it is a mixed one. The un- 
learned will read with surprise St Augustine’s 
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death-bed admission of self-doubt: could all 
his hammering of rival views have been a 
mistake, or at least too confident by half? But 
that will be nothing to the surprise that 
awaits the reader when he turns (as how 
many will?) to the small-print notes 90-odd 
pages later and discovers that the pugna- 
cious saint wrote no such thing: this is Mr 
Hopkins’s “invented reconstruction of what 
Augustine should have thought if he won- 
dered that he was wrong”. 

Well, maybe, but did he? It’s no novelty 
for historians to put words in their charac- 
ters’ mouths. But in the bad old days they 
used words that the character concerned 
might well have used, not ones that he prob- 
ably hadn't. And if you are going to show up 
the umpteen inconsistencies in the Jesus sto- 
ries, it is wise not to raise doubts about your- 
self. Matthew, Mark, Luke and John, after all, 
didn’t have the luxury of small print. 

a s 


Astronomy 


One, two, three 


Just Six NUMBERS: THE DEEP FORCES THAT 
SHAPE THE UNIVERSE. By Martin Rees. Basic 
Books; 173 pages; $22. Weidenfeld & Nicol- 
son; £12.99 





IR MARTIN REES’S six numbers represent 

basic physical laws which determine the 
nature of the universe. They define how the 
universe expands, the conditions which en- 
able planets, stars and galaxies to form, and 
the particular chemistry which allows life to 
flourish and evolution to take place. Sir Mar- 
tin speaks of his six numbers in culinary 
terms: some represent the basic ingredients 
in the cosmic recipe, others the oven settings 
at which the whole dish was cooked up. The 
numbers were formulated at the time of the 
Big Bang. Had they been even fractionally 
different, the resulting universe would have 
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been different too. The number, epsilon, for 
example, which is equal to 0.007, describes 
the strength of the bond between protons 
and neutrons within the nucleus of every 
atom. If epsilon were 0.006 or 0.008, the hu- 
man race simply would not exist. 

But “Just Six Numbers” is no dry exercise 
in arcane mathematics. The six numbers are 
the launching pad from which Sir Martin— 
who is Britain’s Astronomer Royal and the 
Royal Society research professor at Cam- 
bridge University—blasts off into the won- 
drous regions of speculative cosmology. 
Along the way he provides all the necessary 
background information for the curious 
non-specialist to join him on this fantastic 
voyage. He offers a crash course in elemen- 
tary physics, chemistry and astronomy, to- 
gether with a judicious round-up of recent 
scientific developments and controversies. 
In addition, he touches on some of the more 
tantalising subjects of current cosmological 
research—such as the notion that, far from 
being unique, our universe may be part of an 
infinitely larger “multiverse”: just one of in- 
numerable other, as yet undiscovered, 
universes. 

Sir Martin’s main theme, though, is the 
astonishing degree of interconnection be- 
tween what he calls “the outer space of the 
cosmos and the inner space of the micro- 
world”. “Just Six Numbers” takes in every- 
thing from the almost unimaginably tiny 
subatomic realm of “quarks” and “super- 
strings” to the furthest outreaches of the uni- 
verse. The temporal perspective is no less ex- 
tensive. Sir Martin looks backwards and 
forwards in time from the very first instants 
of the Big Bang to a hypothetical Big Crunch 
which, billions of years in the future, may 
end it all. Yet throughout all this he never 
loses touch with the human perspective. We 
humans are all, he insists, part of the cosmos 
and the cosmos is, quite literally, part of us. 
“Astronomers now trace our earth’s origins 
back to stars that died before the solar sys- 
tem formed”, he says. “These ancient stars 
made the atoms of which we and our planet 
are composed.” 

Portions of the book are bound to seem 
somewhat daunting to the non-specialist. 
Such is the nature of the subject. A certain 
amount of number-crunching cannot be 
avoided. But perseverance with the tougher 
sections is amply rewarded. Even when 
dealing with the most mind-stretching con- 
cepts, the author writes with compelling 
precision and clarity. He has, too, an un- 
canny gift for the telling analogy. The overall 





effect of his book is of tremendous complex- 
ity elegantly comprehended—though never 
dumbed-down or trivialised—by an expert 
who is genuinely fascinated by his subject. 
Sir Martin’s sense of wonder before the intri- 
cacy of the universe is thoroughly infectious. 
We are, he believes, not only living at a time 
of exciting advances in cosmology buton the 
verge of still more startling breakthroughs. 
“Just Six Numbers” makes for a most uncon- 
ventional page-turner: as with all the best 
thrillers, one is left dying to know what will 
happen next. 


—s 





Physics 
From quarks to 
the end of time 


STRANGE BEAUTY: MURRAY GELL-MANN 
AND THE REVOLUTION IN TWENTIETH- 
Century Prysics. By George Johnson. 
Knopf; 432 pages; $30. Jonathan Cape; £18.99. 
QUANTUM GENERATIONS: A HISTORY OF 
PHYSICS IN THE TWENTIETH CENTURY. By 
Helge Kragh. Princeton University Press; 494 
pages; $29.95 and £18.95. 

THE END OF TIME: THE NEXT REVOLUTION 
iN Prysics. By Julian Barbour. Uni- 
versity Press; 256 pages; $30. Weidenfeld & 
Nicolson; £20 


HE world of partide physics hardly 

sounds like a promis:ng backdrop for a 
biography. Subatomic particles are de- 
scribed using esoteric mathematics, and are 
detected only through analysis of the cryptic 
curling and branching paths of bubbles they 
leave behind as they disintegrate. They 
seem, in short, rather unexciting, except to 
the scientists who devote their lives to study- 
ing them. Which is why George Johnson's 
biography of Murray Gell-Mann, the physi- 
cist who is best known for postulating and 
naming the subatomic particles known as 
quarks, is so remarkable. With Mr Gell- 
Mann to spin his story around, Mr Johnson 
pulls off an extraordinary feat: he turns the 
development of modern physics—hardly 
the most approachable of subjects—into a 
most exciting read. 

A brilliant, colourful and irascible char- 
acter, Mr Gell-Mann proves to be the star of 
just as many curious anecdotes as his better- 
known colleague, the late Richard Feynman. 
Mr Gell-Mann had a hand in several key ad- 
vances in the modern understanding of sub- 
atomic physics, though a tendency to perfec- 
tionism frequently prevented him from 
publishing his ideas until they were fully de- 
veloped, so that he was often scooped by 
others. But his is the life that most neatly en- 
capsulates the development of post-war 
physics, and his association with other emi- 
nent physicists such as Einstein, Fermi and 
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Dirac enables Mr Johnson to give them 
walk-on parts too. 

The technical explanations which ac- 
company the twists and tums in the de- 
velopment of Mr Gell-Mann’s theories are 
neatly woven into the narrative, and are 
models of clarity. Admittedly, Mr Johnson is 
at times rather too fawning towards his sub- 
ject’s supposed omniscience—perhaps he is 
trying to redress the imbalance in public rec- 
ognition between Mr Gell-Mann and Feyn- 
man. Another minor criticism is that there 
are a few too many analogies between the 
behaviour of subatomic particles and events 
in Mr Gell-Mann’s personal life. Overall, 
however, Mr Johnson provides an illumi- 
nating and frequently gripping portrait of a 
man and the scientific field that he helped to 
revolutionise. 

A more measured and less colourful ac- 
count of the same events is provided by 
Helge Kragh, in the course of a sweeping sur- 
vey of the development of modern physics 
that provides some valuable historical in- 
sights. Contrary to popular belief, for exam- 
ple, physicists in the late 19th century did not 
generally believe that they knew almost 
everything. True, Max Planck (one of the 
founding fathers of quantum theory) was 
warned by his physics professor in 1875 that 
his chosen subject was more or less fully un- 
derstood, and this view was still being main- 
tained by Albert Michelson, a leading Amer- 
ican physicist, in 1894. But the cracks in 
classical physics were already starting to 
show, and the discovery of x-rays the follow- 
ing year (Mr Kragh’s starting point) demol- 
ished any prospect of the imminent end of 
physics. 

As well as explaining the 
development of the field, Mr 
Kragh examines the roads 
not taken—the various theo- 
ries that were discarded 
along the way. One example 
is the once-promising “elec- 
tron theory”, which held 
that the electron was the 
fundamental subatomic 
particle of which all matter 
was composed. Less highly 
regarded were the curious 
theories championed by Ar- 
thur Eddington and others, 
which attempted to link together the values 
of fundamental constants and other quanti- 
ties (such as the number of particles in the 
universe) in a numerological fashion. Yet an- 
other fascinating detour examines the pos- 
sibility that the genesis of acausality—the 
notion that, at a subatomic level, there is no 
straightforward link between cause and ef- 
fect—grew out of German scientists’ disillu- 
sionment after the first world war. If the 
world seemed not to make sense any more, 
why should subatomic particles follow the 
rules either? 

While it is relatively free of equations 





and complicated mathematics, Mr Kragh’s 
book also lacks theoretical explanations— 
the intended reader seems tobe the physicist 
who wants to know how the subject 
evolved, rather than the detail of what it dis- 
covered along the way. That said, it is only in 
oneor two places, such as when dealing with 
the intricacies of subatomic physics, that the 
book becomes difficult to follow. And al- 
though it is unleavened by humour or anec- 
dote, Mr Kragh’s account is wide-ranging, 
studiously researched, and comprehensive. 

Where does physics go from here? The 
dream of a “grand unified theory”, like that 
of fusion power, seems perpetually lodged 
in the near future. The difficulty is unifying 
gravity with quantum theory—something 
that many theorists have tried to do, though 
none has yet succeeded. Julian Barbour’s 
theory, advanced in his new book, does not 
attempt such a unification, but it does try to 
redefine the arena in which such attempts 
should take place. 

Mr Barbour’s theory, simply put, is that 
time does not exist: it is, he says, merely an il- 
lusion, a way of making sense of the uni- 
verse. In reality, he suggests, the universe 
consists of a vast number of possible con- 
figurations arranged in a multi-dimensional 
state-space dubbed “Platonia”. This is a 
timeless realm, but fixed paths through 
Platonia, passing though particular configu- 
rations, are experienced as the passing of 
time. 

This is mind-boggling stuff, even for 
readers who are already familiar with the 
“many worlds” interpretation of quantum 
theory, which holds that the universe is con- 
stantly forking into almost- 
identical copies of itself. Mr 
Barbour's theory goes even 
further, for by doing away 
with time he suggests that all 
of these possible universes 
exist at once. The chief ad- 
vantage of this view, he 
claims, is that it recasts the 
problem of unifying the the- 
ories of gravity and quantum 
physics, both of which al- 
ready contain hints of time- 
lessness. 

Mr Barbour clearly has 
his work cut out explaining 
all of this, particularly to the non-specialist 
readers for whom he has written the book. 
After a brief overview of his big idea, he pro- 
vides potted histories of relativity and quan- 
tum mechanics, and then goes back to ex- 
plain his theory in more detail. It is, as might 
be expected, heavy going in places. Yet time 
is such a fundamental aspect of existence, 
and what Mr Barbour is saying is so remark- 
ably counter-intuitive, that you keep on 
turning the pages. 

The idea that time is an illusion is not 
new, and has been hinted at by other work- 
ers in the field, though without Mr Barbour’s 





gusto. His book is a challenging read, and his 
theory is, by his own admission, still sketchy 
in places. But it does not seem to be an illogi- 
cal extension of existing theories, and it 
would be wrong to reject it simply because it 
seems so outlandish. As Mr Kragh shows, the 
history of modern physics is littered with 
discarded hypotheses, and it is notable how 
often physicists have been afraid toembrace 
the strange consequences of their theories. 
Will Mr Barbour’s theory end up discarded 
like electron theory, or will it become ac- 
cepted like Murray Gell-Mann’s once- 
outlandish-sounding theory of quarks? It 
will be interesting to see whether the theory 
of timelessness stands the test of time. 

2 








Literary history 
Murderous man 


WAINEWRIGHT THE POISONER. By Andrew 
Motion. Knopf; 306 pages; $26. Faber & 
Faber; £20 


HOMAS GRIFFITHS WAINEWRIGHT 

(1794-1847) was a peripheral figure on the 
early 19th-century London books and arts 
scene. His friends included Blake, Fuseli, 
Hazlitt, Lamb and Clare. During the 1820s he 
enjoyed a considerable reputation as an es- 
sayist, painter and flamboyant dandy. Later 
in his lifetime he would achieve widespread 
fame—not as an artist or writer but as a 
murderer. 

Circumstantial evidence strongly sug- 
gests that Wainewright was involved with 
three murders. But that evidence is inconclu- 
sive. In his trial at the Old Bailey in 1837 he 
pleaded guilty only to forgery. Nonetheless, 
it was the idea of him asa chillingly remorse- 
less poisoner that captured the public's 
imagination. In his innovative and compel- 
ling new biography, Andrew Motion re- 
opens the Wainewright case and judiciously 
reviews all the evidence. 

Wainewright was brought up by his 
wealthy publisher grandfather, Ralph Grif- 
fiths. As a young man he studied painting 
under a number of acclaimed masters in 
London. While still a student he cultivated a 
taste for finery and the high life. A pair of his 
fetching lemon-yellow kid gloves attracted 
the admiration of Byron himself. He was an 
avid collector of Renaissance prints as well 
as the work of his then little-known friend, 
William Blake. He and his wife, Eliza, threw 
lavish dinner parties in their sumptuous 
apartments in Great Marlborough Street. 

All of which Wainewright could ill af- 
ford. When his grandfather died he was left 
£5,000 in trust, on the niggardly condition 
that he should draw only on the interest. Thig 
was mere pocket money to a man of his 
tastes. Nor did his intermittent employment 
as a writer and painting instructor go far to- 
wards making up the difference. Before long 
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he was hopelessly in debt. 

In 1823 Wainewright 
hatched a stratagem which, 
he believed, would enable 
him toclear his debts and get 
on with the serious business 
of living like a gentleman. 
Forging the signatures of his 
trustees, he laid claim to the 
whole of his inheritance. 

The deception went un- 
discovered for years. But the 
money was spent in the blink of an eye. Wai- 
newright and his wife were compelled tode- 
camp to Linden House in Chiswick, where 
he had spent the happiest years of his child- 
hood. Almost immediately his mother-in- 
law unexpectedly dropped dead. And when 
an uncle died shortly afterwards, Wainew- 
right became the proud inheritor of Linden 
House. 

What he had not reckoned on inheriting 
together with the property, however, was his 
uncle’s debts. Wainewright was now more 
seriously out of pocket than ever. 

His solution to this quandary was a 
bone-headed life assurance scam. With the 
help of his wife, Wainewright persuaded a 
pliant sister-in-law, Helen, to take out poli- 
cies with several different companies. Ap- 
parently the trio planned to travel together 
to the Continent where Helen's death could 
easily be faked. Once the insurance payouts 
had been collected they would resume the 
gracious style of living to which they were ac- 
customed. 

Predictably enough, it all went terribly 
wrong. Helen never left England. She died an 
agonising and slow death at home which, 
though it was never proved, bore all the hall- 
marks of poisoning by strychnine. 

When the insurance companies refused 
to pay up and the fraud was exposed, Wai- 
newright fled to France. Upon his return to 
England in 1837 he was promptly arrested 
and: brought to trial. In the event he was 
found guilty of his earlier forgery and sen- 
tenced to transportation. He died in Van Die- 
men’s Land less than a decade later. 

Mr Motion is fascinated by “the relation- 
ship between Wainewright's high style and 
his low cunning,” as he puts it. The criminal’s 
divided character is reflected in the uncon- 
ventional structure of the book. “Wainew- 
right the Poisoner” offers two versions of the 
same story: one takes the form of a florid and 
digressive confession in which Wainewright, 
convincingly impersonated, is ostensibly al- 
lowed to speak for himself. Naturally there is 
plenty of high style but few hints of low cun- 
ning: Wainewright presents himself as a 
blameless victim. It is left to Mr Motion, writ- 
ing in his own voice, to bring out his subject's 
darker side in the scholarly notes which fol- 
low each chapter. Here the known facts are 
brought to light and the omissions and out- 
right lies in Wainewright’s confession noted. 
Each version at once enriches and under- 


MARCH 181TH 2000 





mines the other. 

The narrative gathers 
momentum as it goes along. 
The last few chapters, which 
describe Wainewright’s ar- 
rest, trial, conviction and 
then his brutal experiences 
as a convict in Van Diemen’s 
Land, are powerfully evoca- 
tive. At the end of it, Waine- 
wright emerges from his ap- 
palling hardships with a 
measure of genuine dignity that goes deeper 
than the affected hauteur of the dandy. 

Or does he? “You can always count on a 
murderer for a fancy prose style,” as Nabo- 
kov’s Humbert Humbert—one of Waine- 
wright’s legion of literary descendants— 
quips in “Lolita”. Maybe. Or maybe there 
was, after all, something more to this mur- 
derer than his fancy prose style. Part of 
Mr Motion’s achievement in this remarkable 
biography is to leave the matter so 
tantalisingly, and altogether appropriately, 
unresolved. 





Indian fiction 


Disconnected 


THe Romantics. By Pankaj Mishra. Ran- 
dom House; 277 pages; $23.95. Picador; £14.99. 
A New Worip. By Amit Chaudhuri. Pica- 
dor; 200 pages; £12.99 


HE voice of Indian fiction, judging by 

these two books, does not clamour. It is 
not to be hurried by incident; it dwells obsti- 
nately on reflection and mood. The stories 
move at India’s water-buffalo pace but do 
not reflect its vivid colours. Paradoxically, In- 
dia is almost as exotic to the protagonists of 
these novels as to their western readers. Per- 
haps because Indian fiction has become 
something of a global industry since Arund- 
hati Roy’s “The God of Small Things” won 
the Booker prize in 1997 and because India it- 
self is globalising, it is preoccupied with the 
West. 

Samar, the naive, bookish hero of Pankaj 
Mishra’s novel, comes from university to Be- 
nares, Hinduism’s holiest city, to continue 
trying to read his way into acquaintance 
with life. There he forms other acquaint- 
ances, with Catherine, an idealistic, spoilt 
French girl, with whom he eventually has an 
affair; with Rajesh, a university politician, 
not uncommonly in India a figure akin to a 
Mafia don; and with Miss West, a Forsterian 
Englishwoman who issues Samar with his 
single-entry visa to European culture and 
friendships. 

Their examples of fulfilment and vio- 
lence contend with more traditional ones, 
like that of his father, a widower whospends 
his life in joyless service to the state and re- 
tires to an ashram in the former French col- 
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ony of Pondicherry, there to renounce the 
snares of this world. Samar gradually learns 
that none of these modes of living is what it 
seems; eastern detachment turns out to be ag 
elusive as western gratification. Samar be- 
gins and ends the novel in troubled equidis- 
tance. He cannot enter or fully comprehend 
Catherine’s world; her steady boyfriend, a 
mediocre sitar player, comes closer and is 
spat out. Rajesh’s violence and the wisdom 
of the sacred Upanishad literature remain 
equally mysterious to him. Samar’s Brahmi 
pedigree holds him aloof from India’s squ; 
lor but connects him to nothingelse.. 

There are poignancy and ideas here, bi 
they need beauty, and this novel, the first b 
the editor who “discovered” Miss Roy, is r 
a beautiful book. The prose is disappointing, 
The descriptions have the triteness of screen 
play boilerplate, as if the author expected a 
movie director to evoke the scenes he sets. 
Foothills are “wreathed in early-morning. 
blue mists”; Benares’s small houses are “jos- 
tling for space”. Nouns creak under adjec- 
tives, like India’s overladen lorries. Nor do 
Catherine, Miss West ard the others come: 
alive under Mr Mishra’s pen: they are ciphers 
to us as well as to him. Part of the problem is’ 
the narrator, who is too young to know. 
much about life, and yet, like an importun- 
ing but ill-informed tour guide, insists that 
we see it through his eyes. Samar’s sense of. 
estrangement eventually becomes the 
reader's response to the book. 

“A New World”, Amit Chaudhuri’s iron: 
ically titled fourth novel, has some beauty, 
Its plot is also slight: Jayojit Chatterjee, an. 
economics professor at a midwestern uni- 
versity whose arranged marriage has been’ 
disarranged by his wife's infidelity, takes his 
son to his parents’ flat ir. Calcutta to spend 
their summer holiday. Like most Americans 
vacationing in India, Jayojit is careful about 
what he eats and drinks; his parents, though 
worldly by Indian standards, are a genera-. 
tion too old to have spentmuch time abroad 
His mother “could not know of his secret life 
on that continent [Americal” Jayojit’s di- 
vorce is as puzzling and mysterious to his 
parents as America is. ; 

Nothing much happens. Jayojit seems to’ 
be arranging to leave almost as soon as he ar- 
tives. There are no revelations, no scenes of | 
catharsis between Jayojitand his father, a rë 
tired admiral not brimming with warmth 
Distance is not bridged, but neither is affec- 
tion strained. The parents are what they will - 
always be; and so, despize desultory talk of | 
remarriage, is greying Jayojit. 

Mr Chaudhuri holds our attention with: 
unobtrusive evocation of place, texture and” 
humanity. Jayojit remembers Mrs Chatter- 
Jee rearranging objects, “her movements as 
focused as a bird’s”. His account of sitting in 
the back of a Calcutta taxi captures precisely 
the Indian big-city experience of chaos, pol- 
lution and social distance. There are some te- 
dious passages, but Mr Chaudhuri iscapable 











13 





THE ECONOMIST REVIEW 
of producing that quicksilver compound of 
recognition and surprise, which is, of course, 
what so often distinguishes art from stage 
directions. 

Unlike Mr Mishra, Mr Chaudhuri allows 
us to be eavesdroppers. Jayojit Chatterjee, 
older but perhaps not much wiser or more at 
home than Samar, draws us in to the con- 
stricted goings-on of one Calcutta household 
without stepping out of the scene. His limita- 
tions are part of the novel’s strength, not its 
weakness. 

India’s economic opening, initiated by 





Poetry 


66TIHE progress of an artist is a 

continual self-sacrifice, a 
continual extinction of personal- 
ity”, wrote T.S. Eliot in a famous es- 
say called “Tradition and the 
Individual Talent”. Though pub- 
lished 81 years ago, this essay still 
raises issues that are vital to one’s under- 
standing of poetry today. The vexed ques- 
tion of personality, for example, and the ex- 
tent to which the author should or should 
not be present in his or her poem, and how 
that might relate to our understanding of it. 
Can there really be a clean break between 
the poet and his poem? 

The question boils down to this: in 
whose voice exactly is the poem being spo- 
ken? If the poem is written in the first per- 
son—as, for example, a love lyric generally 
is—is it the poet himself who is speaking? Or 
is the speaking voice, though seemingly inti- 
mate in the case of a love lyric, an invention, 
a fiction of some kind? As poetry readers, we 
often do not necessarily know the answer to 
that question. 

This problem highlights one contrast be- 
tween poetry and fiction. In poetry, it is 
sometimes unclear whether the voice is the 
poet’s or not, and the reader’s not knowing 
can add to the poem’s obscurity; in fiction, 
the writer, having more words to play with, 
more often creates fictional realities which 
the reader knows to be entirely separate 
from the author of the book. There may be 
autobiographical matter embedded within 
the text of a novel which some critic may 





THe Wor.p’s Wire. By Carol Ann 
Duffy. Picador; 128 pages; £10. 

Biity’s Rain. By Hugo Williams. 
Faber & Faber; 64 pages; $u and £7.99. 
Repair, By C.K. Williams. rsG; 12 
pages; $12. Bloodaxe; £7.95. 
GREETINGS TO OUR FRIENDS FROM 
Brazil. By Paul Durcan. HarperCol- 
lins; 272 pages; $23. Harvill Press; 
£14.99 
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its 1991 reforms, hasa role in both novels. The 


Romantics begins in 1989 and ends several 
years later; Jayojit Chatterjee claims to have 
had a minor hand in liberalisation. That 
opening has given literate Indians more ex- 
posure to the West ata time when the West is 
getting far better acquainted with Indian lit- 
erature. That is bound to create fruitful con- 
fusion among Indians and a wealth of 
opportunity for Indian authors. It would be 
surprising if Samar and Jayojit were the last 
fictional Brahmins to wrestle with their 
changing land. 








Whose voice is it anyway? 


wish to tease out, but the issue is 
not usually central to our under- 
standing or enjoyment of it. 

The poetry of Carol Ann 
Duffy has often consisted of 
monologues, poems spoken in the 
voices of the urban disaffected, 
people on the margins of society who har- 
bour resentments and grudges against the 
world. In her new book, “The World’s Wife”, 
she has taken this experimentation with the 
monologue form a good leap further. This 
time the entire book consists of poems spo- 
ken in the voices of invented people. These 
people are the wives of male characters from 
history or myth--Mrs Lazarus, for example, 
or Mrs Tiresias, Mrs Aesop and Mrs Midas. 
The book is savage, trenchant, humorous 
and wonderfully inventive at its best. 

Mrs Lazarus, having established a new 
life for herself with another partner, is horri- 
fied when Lazarus rises up again, stinking in 
his grave clothes. This is no miracle. It is a per- 
sonal disaster; an affront to the nose. Mrs Ae- 
sop is almost dying of boredom because of 
the tedious sententiousness of old Aesop— 
what a drag this man is, reducing the whole 
world to small, shrunken gobbets of 
proverbial wisdom! 

And yet there are also difficulties which 
arise directly out of the relationship between 
the poet and her invented characters. What 
happens if the reader does not agree with the 
poet's interpretation of a particular histori- 
cal character, for example? Tiresias, for ex- 
ample, undergoes a sex change, and later be- 
comes insanely jealous of Mrs Tiresias’s new 
belle. This is quite funny—but also rather 
frivolously unconvincing. 

This year’s T.S. Eliot award for the best 
English poetry collection was won by Hugo 
Williams for “Billy’s Rain”, a collection of 
short (sometimes extremely short) lyrics 
which describe the decline and fall of a love 
affair. Is this book, written hectically and in 
the first person as though spoken by the poet 
himself, an autobiographical excursus or 
not? What if the same material had been 






worked up into a novel or a collection of 
short stories? What ifit had contained a great 
deal more circumstantial detail and a much 
larger cast of characters, and not been ex- 
plored in this small-scale suite of teasingly 
gnomic poems? Under those circumstances, 
the British tabloids might have been less a- 
buzz with speculation about whether or not 
this “affair” represented—or perhaps had 
once represented--some threat to Mr Wil- 
liams’s said-to-be-tranquil marriage. 

Of course, he denied that these poems 
had anything to do with his blissfully con- 
tented present—but the reader cannot help 
but wonder whether the book might not 
have been written in this way, blurring the 
distinction between fiction and fact, in order 
to provoke alittle attention-stealing specula- 
tion of this kind—a little trick that Hanif Ku- 
reishi, a British novelist, has been prone to in 
the recent past. After all, did not the Ameri- 
can poet John Ashbery once remark that we 
have to forgive poets their occasional acts of 
self-aggrandisement because they generally 
get so little attention, the poor souls? 

The voice in “Repair”, a new collection 
by CK. Williams, an American poet, has 
been consistent for more than 20 years. The 
voice of this Williams is driven, impas- 
sioned, perpetually seeking answers to diffi- 
cult questions like the nature of love, fidelity 
or honesty. The manner of writing is also 
consistent, Mr Williams writes in a curiously 
longline, as though the problems he is raising 
tothe surface of the water require a great deal 
of hauling up because they are so deeply em- 
bedded within himself; so heavy, in fact, as 
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to be almost intractable. Mr Williams writes 
straight out of himself and his most impas- 
sioned concerns. There is no fictional dis- 
guise interposing itself between himself and 
the reader. Life is a kind of open wound, and 
these poems are written in a vain, ongoing at- 
tempt to stem some seepage of life blood. Ev- 
erywhere there is a sense of dramatic self- 
heightening as though he feels the pain of 
things more than most. Fortunately, his mas- 
tery of language is the equal of his passions 
or he might, long before now, have de- 
scended into unconvincing melodrama or 
worse. 


Sometimes the problem of the relation- 
ship between the poet and the voice of his 
own poems can take a strange turn—espe- 
cially when those poems of his are spoken 
out loud by the poet himself. Consider the 
case of Paul Durcan, an Irish poet, for exam- 
ple. No one is more accomplished at speak- 
ing his poetry in public than Mr Durcan. He 
has a way of delivering his words which 
make them sound astonishingly musical 
and brilliantly, aptly chosen, as if they were 
bountiful gifts from God. And yet when you 
read them on the page later—as you can do 
in a new collection entitled “Greetings toour 
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Friends from Brazil”, a visionary celebration, 
in part, of the years of the Mary Robinson 
presidency in Ireland—those same words, 
curiously, fail to ignite. In fact, they seem, 
without that voice to breathe life into them, 
somewhat lifeless, flat and woebegone. 
So Eliot may have deen wrong. Or, at. 
least, not entirely righ:. Some poetry, of 
course, is supreme self-sacrifice. But other: 
poems—those written tc be performed, per- 
haps—can seem poor things without some. 
large personality to blow them up into: 
glorious life. 








RE British children more vulgar than 
Americans? A quick look at the poetry 
they like might lead you to think so. Ameri- 
can children prefer verse that is whimsical 
| (“The Complete Book of the Flower 
| Fairies”) or, at worst, humorously naughty 
(Shel Silverstein’s “Where the Sidewalk 
Ends”), whereas the British are all bare bot- 
toms and burping (“Someone’s Nicked my 
Knickers” and “Bottling Burps for 
Grandma’). But children grow up, and vul- 
gar or otherwise, they often become seri- 


i Truly, madly, deeply 
| 


ous. “Beowulf”, an Anglo-Saxon epic com- 
posed between the seventh and tenth 
centuries, has a special place in English lit- 
erature, though its hold on the imagination 
has never been secure. Now thanks to Sea- 
mus Heaney’s marvellous recreation—in 
both senses—this dark and gloomy work 
finally comes out into the light. 

George Bernard Shaw, who said Britain 
and America were two countries divided 
by a common language, must have read 
poetry. After Mr Heaney, the bestseller lists 






divide in two. American readers like their 
verse rare; the British prefer it well done. 
Why else would adult Britons plump so of- 
ten for a safe dish of “100 Popular Poems”, 
*101 Very Short Poems” or “101 Poems that 
Could Save Your Life”? 

The American list contains work that is 
as vigorous as it is elusive: the argumenta- 
tive Anne Carson; Philip Levine, America’s 
blue-collar bard; and the final words of 
William Matthews, who died in 1997 after 
writing, “Listen, my wary one, it’s far too 
late to unlove each other...” Americans 
might start out whimsicai; once they have 
grown up, they’re anything but. 
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Walking away from Longbridge 


BMW is disposing of its Rover volume car business, including Longbridge, the 
heart of the British car industry. How did this come to pass? 


f Se Rover 75 may soon be a record- 
breaking car. The stately retro-style sa- 
loon could go from launch toclassic status in 
six months, following a meeting in Munich 
on March 16th. 

After a decision by its 20-strong supervi- 
sory board, Bmw, Rover's German parent, 
announced that it would transfer the loss- 
making Rover brand and its Longbridge fac- 
tory in Birmingham to Alchemy Partners, a 
venture-capital firm with which ex-Rover 
bosses are involved. Alchemy may hope to 
turn Rover’s dross into gold, by putting its 
purchases into a new entity called the mG 
Car Company, after the famous sports-car 
brand. Its previous ventures include a brew- 
ery and some shops. The new owners will try 
to soldier on with the 75 and three smaller 
models, including the old version of the 
Mini. If that fails, Longbridge would be 
worth millions as a property development. 
BMW will keep the Land Rover and “new” 
Mini brands, which, unlike Rover cars, are 
profitable. 

It is no wonder that Bmw’s supervisory 
board has finally run out of patience with 
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Rover. Two of its members are represen- 
tatives of the secretive Quandt family, which 
owns about half smw’s shares. The Quandts 
have tolerated mounting losses at Rover 
since BMw bought it six years ago, but the lat- 
est figures, understood to show a 25% jump 
in losses to around £750m ($1.2 billion), seem 
to have been unbearable. Another nail in 
Rover's coffin was the European Commis- 
sion’s decision to block £152m of aid for the 
£15 billion refurbishment of Longbridge to 
launch new volume car models. On top of 
the strength of the pound, which now buys 
25% more euros than Bmw had assumed, this 
drove BMw to despair. 

Half the board members are workers’ 
representatives, and they will be glad to be 
rid of “The English Patient”, as German wits 
call Rover, because its losses have begun to 
threaten Bmw’s independence and hence 
their jobs. British workers’ leaders, who are 
not on the supervisory board, see things dif- 
ferently: one trade union negotiator 
slammed Bmw as “dishonourable” as the 
threat to Longbridge grew this week. But the 
fact is that without Rover, Bmw is a very suc- 





cessful maker of executive cars (and smaller 
ones for aspiring executives) with profit 
margins near the top of the car industry’s 
range. Weakened by Rover, it may have to 
throw in its lot with, say, Volkswagen. 

Longbridge has cheated the axe before. 
Not even Margaret Thatcher dared close it: 
rather than risk the loss of 100,000 jobs in the 
West Midlands ahead cf the 1983 general 
election, she poured more than £2 billion of 
taxpayers’ money into the ailing British Ley- 
land (as Rover was then known), rotten 
though it was with poor quality, low pro- 
ductivity and strikes. 


Thatcher’s legacy, Blair’s inheritance 
Today's potential job losses are smaller, but 
still horrific at around 50,000, counting 
40,000 supplier jobs on tcp of the 10,000 em- 
ployed at the plant. And the economy is cur- 
rently buoyant, not in deep recession as it 
was last time Longbridge was at risk. Post-in- 
dustrial Britain could withstand the factory’s 
closure better than the country laid waste by 
the early 1980s recession. But Tony Blair's 
government would still suffer: in 1997 La- 
bour won 16 seats from the Conservatives in 
the West Midlands, which had swung right 
in the 1980s thanks to Mrs Thatcher’s lar- 
gesse. And on the eve of smw’s board meet- 
ing, Stephen Byers, the trade and industry 
secretary, was still in the dark as to what 
Rover's parent would decide. 

This time Longbridge looks unlikely to 
survive—at any rate, on anything like its 
present scale. The only question is the form 
of its demise. Even though Alchemy has 
been handed Rover on a plate, it is hard to 
see the venture capitalists finding the huge 
sums needed for new models to make Long- 
bridge viable. 

In fact, mw has been divided about 
what to do with Rover almost since the day, 
in 1994, when it bought the British car maker 
for £800m from a grateful British Aerospace 
(which had bought it from the government 
in 1988). Since then it has spent another £2 bil- 
lion in the hope that its brand-management 
skills could turn Rover round and project 
BMw into the big league of car makers. 

When the purchase of Rover was an- 
nounced, Bernd Pischetsrieder, boss of smw 
at the time, waxed lyrical about glorious old 
British brands, such as Mc, Riley and Wolse- 
ley, as well as Land Rover and Mini, the only 
Rover group brands that by then were really 
worth anything. From the-very start, his dep- 
uty, Wolfgang Reitzle, wanted smw to close 
everything except Land Rover and Mini, but 
he was overruled by Mr Pischetsrieder, who 
is a sentimental anglophile—not to mention 
his being a relative of the legendary designer 
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of the Mini, Sir Alec Issigonis. i 
To begin with, smw stood back and let 
Rover's old managers run the company— 
into the ground. smw inherited a British 
market share of over 13%, half what it had 
been in Rover's heyday. By January this year 
that share was down to 5%, with exports just 
as feeble. Rover’s failings have cost six top 
jobs. In late 1998, the German manager putin 
~ charge when the Munich men decided to 
take a firmer grip resigned. Mr Pischetsrieder 
was fired 13 months ago after a long and acri- 
monious meeting of the supervisory board. 
Mr Reitzle quit because the unions would 
not endorse his taking over. And this week 
three top directors in Munich were set to re- 
sign, following disagreements about what 
should be done with the wretched British 
subsidiary. 
smw admits that it failed to appreciate 
the poor state of Rover. It is a mark of how 
bad things had got that the ill-fated Rover 75 
was the first model under German owner- 
ship that is not a poor imitation of a Honda. 
Before smw’s takeover, the Japanese firm 
had held 20% of Rover and supplied most of 
its engineering and product-development 
expertise. Honda fulminated about British 
treachery when Rover was sold to smw be- 
hind its back. But last month Honda’s chair- 
man told The Economist that his company 
was glad to have got out when it did. Now itis 


: ‘Marks and Spencer 


Shelving the 
saint 


§ NOTHING sacred? In an act every bit as 

iconoclastic as Cromwellian soldiers de- 
facing religious images, the new puritans at 
Marks and Spencer this week cast down ven- 
erable St Michael, the in-house brand that for 
many decades has adorned everything from 
knickers and suits to the retailer’s prawn 
sandwiches. 

In its heyday, St Michael stood for the 
best of mas: dependable quality at good 
prices. Established in 1928 as a tribute to Mi- 
chael Marks, the co-founder of mas, St Mi- 
chael grew from a mere shop label into the 
nation’s most trusted brand. 

But in the past 18 months, things have 
gone horribly wrong at mas. Poor buying de- 
cisions, embarrassing boardroom bust-ups 
and complacency as foreign rivals such as 
Zara and Hennes & Mauritz brought Britons 
trendier clothes at low prices, have all es- 
tranged mas from its customers. Such trou- 
bles at an institution almost as close to Brit- 
ish hearts as the royal family has already 
caused much public hand-wringing. The lat- 
est kerfuffle over St Michael has triggered 















| that. Thest Michael naine has been demoted 


from the main label to things like wash tags, 
but it will still appear as a small circular logo 
oneverything, asa guarantee, says M&s, of its 
core values of quality and reliability. In its 
stead, the group intends to give more promi- 
nence. to nothing less than its own name. 
Next week it is due to announce which ver- 
sion—Marks and Spencer, Marks & Spencer 
or M&s~—will reign supreme. The new look 
willbe underscored by a new “fresher” type- 
face for its logo and a wider palette of greens 
on carrier bags and shop fronts. 

Tobe fair, there is a little more to the com- 
pany’s rebranding exercise than this, as there 
should be given the involvement of manage- 
ment consultants costing perhaps £20m 
($32m). mas has just hired a new marketing 
director, Alan McWalter, from Woolworth, 
ina break with mas’s tradition of promoting 
insiders. He is keen to give the stores a more 
modern look by improving lighting, reduc- 
ing the endless racks of uniform dresses and 
trousers, and grouping merchandise so that 
shoppers can assemble an entire outfit with- 
out running from floor to floor. He is also de- 
centralising operations, giving local buyers 
and store managers more autonomy. 

Most important, Mas is deigning to al- 
low other firms’ brands to appear in its 
shops. It has recently started selling Orange 
mobile phones and Philips toasters. Earlier 
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emw’s turn to walk away. fresh anguish. this month the group introduced Autograph 
NE ato a in SN ae ENET . In fact, the change is not as radical as all (co-labelled Marks & Spencer), a new high- 
r r . « 
countries. However, even if Gpps are con- 
Depasse verted using the OECD’s ppr rates, Britain’s 


LEXIS DE TOCQUEVILLE once ob- 
served that the French hate anybody 

to be superior, whereas the English like to 
have inferiors to look down on. According 
to figures published this week, the British 


can now look down on 59m extra people: - 


the French. Apparently, Britain has over- 
taken France as the developed world’s 
fourth-biggesteconomy. 

Figures from Eurostat, the statistics 
arm of the European Union, show that if 
local currencies are converted into euros at 
average 1999 exchange rates, Britain had a 


whisker ahead of France’s €1.347 trillion. 
The news was greeted with unconcealed 

| joy by some British newpapers. But is Brit- 
ain’s victory over France for real? 

Take a closer look at the figures. In 1996 
France’s Gop was 32% bigger than Britain's. 
Has Britain’s economy really grown so 
much faster than France’s since then? Is 
thisevidence of the success of Britain’s flex- 
ible labour markets and its lower taxes, or 
even proof, perhaps, that Britain is better 
off outside the single European currency? 

Non. Real cpr has actually grown 
faster in France than Britain over the past 
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three years. Britain’s catching up is ex- 
plained entirely by the surge in sterling, 
which makes every pound of output 
worth more in euros. 

Converting figures at market exchange 
rates is misleading because currencies can 
lurch around wildly. It is safer to use pur- 
chasing-power parity (ppp), the exchange 
rate that makes an identical basket of 
goods and services cost the same in two 





economy is still a tad larger than France’s. 
Nations have long been obsessed 
about their ranking in the world’s pecking | 
order. The most notorious case was il sor- 
passo in 1987, when Italy’s Gop overtook 
Britain—largly because the Italians cun- 
ningly included an estimate of their huge | 
black economy. As a result, Britain was 
pushed into sixth place in the ogcp’s rank- | 
ing. It remains sixth in all the oecp’s statis- | 
tical tables even though Italy’s Gop fell 
back below Britain’s (even on a per basis)in | 
1997. By coincidence, the oecp’s chief | 
economist is an Italian. | 
Another puzzle is that the ogcp’s own 
figures, released a few days after Eurostat’s, 
show that in 1999 Britain’s cpr, converted | 
at market exchange rates, was still smaller 
than France’s. On the other hand, digging | 
deeper, the oncp’s own figures seem toim- | 
ply that Britain’s cpr measured at per has | 
been higher than France’s since at least | 
1998. | 
Such confusingly different answers | 
will allow the French to claim that itis too | 
soon to talk of being dépassé (overtaken). | 
Perhaps not. After all, that same word also | 
means old-fashioned—apt, so far as some | 
French economic policies are concerned. | 
d 
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fashion label created by prominent British 
designers, into a handful of its stores. Auto- 
graph clothing, including £450 leather coats, 
has “limited” ranges that change every few 
weeks and is sold by personal shoppers from 
a separate area of the store distinguished by 
wooden floors and leather seats. According 
to mas, happy shoppers are spending £2,000 
agoand demand is outstripping supply. 
While that success is no doubt gratifying, 
Mas must preserve an extremely precarious 
balance. On the one hand, it desperately 


needs to refresh its look to meet the new 
competition and attract younger customers. 
On the other, it must maintain thecredibility 
of a brand that is still loved and trusted by 
millions. The example of British Airways, 
which abolished its Union Jack tailfins only 
to find that its British customers howled in 
protest, shows that too radical a revampcan 
be highly damaging. Now that it is selling 
brands other than its own, mas must still 
avoid becoming just another soulless de- 
partment store. 
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Taxation 


Spend, spend, spend 


Before Gordon Brown’s budget next week, a poll for The Economist shows 
that Britons might want higher taxes after ‘all 


T MAY have looked like a careless vote-los- 

ing admission. But it will probably have 
lost the government no popularity atall. This 
week Alastair Campbell, the prime minis- 
ter’s spokesman, told political journalists the 
unstartling news that, yes, the proportion of 
Gpr taken by the taxman had risen during 
Labour’s first two years in office. 

As Mr Campbell pointed out, the figures 
are scarcely a secret. The government's pre- 
budget report, published last November, 
states baldly that taxes and social-security 
receipts were 35.3% of GDP in 1996-97, the 
year before Labour came in. The tax burden 
then climbed to 36.5% and 37.4% in the next 
-© two years. The government expects it to fall 

| tO 37% in 1999-2000 and 36.8% next year be- 
fore rising to 37.2% in 2001-02. Mr Campbell 


| | Last of the big spenders? 

Should your government spend more on public. 
Services even if you have to pay more tax? 
saying “yes” minus % arguing for less tax or for. 
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did not add that the true picture shows a 
more marked rise, because Labour counts 
the cost of Working Families Tax Credit, a 
payment to the working poor, as negative 
taxation rather than as public spending. 

If these are the government's own fig- 
ures, why have journalists made such a fuss 
about what Mr Campbell said? Partly be- 
cause Tony Blair and Gordon Brown, the 
chancellor, have been boasting ever since 
they came into office that they, unlike their 
Conservative predecessors, have been cut- 
ting taxes. And partly because it is a suppos- 
edly immutable fact of British political life 
that no one ever wins elections by bragging 
that they have increased taxes or are about 
to put them up. 

Just look at the past five general elec- 
tions. The anti-tax Tories won four of them, 
between 1979 and 1992. It was only after La- 
bour started promising to cut taxes rather 
than raise them that the party was re-elected 
in 1997. The Tory leader, William Hague, 
clearly still believes that tax-cutting is the key 
to electoral success. In a speech this week he 
said that governments had a “moral duty” to 
levy as little tax as possible. 

In the face of all this evidence, how could 
Mr Campbell’s admission not have dam- 
aged his political masters? The answer is that 
there might, after all, be votes in higher taxes, 
as long as the money goes to pay for higher 
public spending. Lately pundits and Labour 
Party faithful alike have been complaining 
that Labour is in danger of losing support 
among voters in its “heartlands” because it is 
seen as being too stingy with public money 
and too cosy with business. So in the run-up 
to the budget on March 2ist, there has been a 
clamour for more spending, particularly on 
health and education, to shore up Labour’s 
vote among its core supporters. 

These voices get strong support from the 
latest Angus Reid world poll for The Econo- 
muist*, which shows that Britain is unique 
among the 17 countries surveyed in having a 


majority of people who are prepared to pay 
more tax to fund better services (see chart 
Granted, in past polls the British have said: 
that they would be prepared to see taxes rise 
in exchange for more public spending, only 
to vote the opposite way in elections. How- ` 
ever, unlike in pr o pols Angus Reid, 
did not simply. ople 
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In ve co 
voters came a 


statist tradition. ; an 
land of the free. | 


wanted taxes and: spending ct cee e 
Of British voters pelled; 91% wanted 
more spenton health (as cpposed toan aver- 
age of 74% in the countries polled); 81% 
wanted moreoneditication| (73% overa! 
more on benefits for the poor | | 
and 52% more on public infrastructure fay 
However, not many wanted more spendi 
on defence (favoured by only 17% of Briti 
respondents) or the arts (14%). ; 

Game, set and match to the big spend- 
ers? Maybe Britons have particular reason to 
want more spending at the moment. The 
share of public spending in pr has fallen b: 
around four percentage points in the past 
quarter of a century, whereas in most coun- 
tries it has crept up. Mr Brown himself froze 
spending at the levels planned by the Tories 
in Labour's first two yearsin office. Spending _ 
is now rising, but the effects on the ground 
have yet to be felt by voters. 

Moreover, the voters realise that they are 
choosing between two evils. Asked simply i 
they think that taxes are too high, 1% 
those questioned in Britain answered ye 
compared with 38% saying that they are 
“about right” and just 8% saying that theya are 
too low. 

Admittedly, Britons are less hostile'to the 
taxes they pay than thosein other countries. 
Overall, 72% of those polled say that taxes in 
their country are too high and only 2% that: 
they are too low. But, with another electoral 
test perhaps little more than a year away, Mr 
Brown’s crowd-pleasing reaction to these > 
findings might be to spend a bit more, but. 
not to risk too large a tax hike. 


* For the poll Angus Reid, a Canadian polling firm, inter- 
viewed some 500 voters in each country except America, 
where they interviewed 1,000; all interviews were cartied 
out in February. Full details are on The Economist website 
af www.economist.com. 
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AGEHOT has confessed to a prejudice against travel. But it 

seemed churlish to decline an invitation to the opera from 
Vladimir Putin and his wife Lyudmila. In point of detail, Russia’s 
acting president did not send his invitation directly to this column. 
It went to Tony and Cherie Blair. But this just added to the case for 
tagging along. For the prime minister had decided to travel to the 
Kirov in St Petersburg via a remnant of Britain’s own diminished 
empire. He would drop in on the Scottish Parliament in Edinburgh, 
hold a town meeting in Kilsyth, north of Glasgow, and address the 
Scottish Labour Party. All in all, your columnist reflected over a co- 
gnac in the back of Mr Blair’s air-force transport, this was a highly 
efficient, even diligent, way togather news. On topof seeing Proko- 
fiev’s “War and Peace”, an opera 
and a half with 13 scenes anc more 
than 60 characters, it was a chance 
to watch the prime minister over 
three days in three sorts of encoun- 
ter: with voters, with his own party 
and with a foreign leader. z, 

So Bagehot watched; and re- A> A4 
turned mightily impressed. Itis no Uy / 
surprise that Mr Blair has become VHH 
an adept diplomat. But the sensitive |% 
timing had threatened to make this 
particular expedition treacherous. 
The prime minister was after all vis- 
iting a volatile country, in the throes 
of a vicious civil war, on the eve of 
an election. This unhappy land was 
still testing out a controversial new 
leader, still struggling to come to 
terms with the end of one-party 
rule, still ambivalent about market 
economics. It was a trip during 
which Mr Blair would be expected 
to voice concerns, but not to under- 
mine a host struggling to assert his 
authority over a restive parliament. 

In short, Scotland is an awk- 
ward country. It is the sort of place 
where formidable women bark 
“Leningrad” if you dare to mention 
that youare bound for St Petersburg, 
and where the Scottish Labour Party fancies itself farther left than 
its English counterpart, even though, in point of fact, it rules in co- 
alition with the Liberal Democrats. Scotland has been riven by a 
civil war ever since its accident-prone first minister, Donald 
Dewar, said that he would repeal Section 28, the law that bans the 
“promotion”--whatever that means—of homosexuality in 
schools. So vicious is this quarrel that it was expected to contribute 
toa heavy defeat for Labour in this week’s by-election in Ayr. 

In such a place, Mr Blair could not be expected to swerve 
around every pitfall. On day one adull speech to the Scottish Par- 
liament still contrived to upset the Liberal Democrats by neglect- 
ing to mention their presence in Scotland's government. 

A few hours later, however, the prime minister is demonstrat- 
ing his star quality. Hundreds of Scots dressed in their Sunday fin- 
est press into a school hall in Kilsyth to question him, He is now all 
shirt-sleeved informality. Somewhere inside hima silver-tongued 
barrister may be struggling to get out, but at venues like this the 
politician has learnt to smother the barrister under a feigned inar- 
ticulacy. He starts to answer questions in one-way, changes his 
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My night at the opera 





mind in mid-sentence, then slips into an apparently spontaneous 
example or anecdote. This turns him into an ordinary bloke, witha 
sense of humour but also with a sense of mission. The jokes are of- 
ten self-deprecatory (though the punchline tends to be some var- 
iant of “I am prime minister”). One has Mr Blair putting himself 
through a course in computers, and noticing that his presence is 
unnerving the student next to him. He tries to put this fellow at his 
ease, only to be told: “I have passed all the tests this morning and 
you have failed them. I am nervous because you are the prime 
minister and I am long-term unemployed.” It gets a good laugh. 

Day two's encounter with the Scottish Labour Party also starts 
informally. Mr Blair repeats his joke. He gets another laugh. But 

ma now he waxes oratorical, not con- 
A versational. He throws his whole 
body into his-perorations, inviting 
you to believe that his soul is in 
them too. Bravely, in front of a Scot- 
tish Labour audience, he makes no 
apology for running a pro-business 
government. Far from apologising, 
he tells his party to be proud. When 
you campaign for us, he says, don’t 
just boast about the New Deal and 
the rest; boast about our cuts in cor- 
poration tax as well. Scots recognise 
a star. Whatever they think about 
the message, they rise to their feet to 
cheer the messenger. A relieved Mr 
Blair speeds off for St Petersburg. 

His third kind of close encoun- 
ter shows Mr Blair at his most re- 
laxed. He is taller than Mr Putin 
(even when Russia’s acting presi- 
dent wears his platform shoes) and 
far more self-assured. Mr Putin 
watches his guest closely. Mr Blair is 
the next best study to Bill Clinton if 
you are turning yourself from a se- 
cret policeman into a Tv-age politi- 
cian. In exchange for this tutorial, 
Mr Putin must submit to some 
scolding over Russia’s behaviour in 
Chechnya. But Mr Blair is tactful. At 
Peter the Great’s imperial palace, he concedes that Russia has had 
problems with terrorism, as Britain has. What matters, he says, is to 
respond to such problems in a proportionate manner, and to in- 
vestigate allegations of human-rights abuses thoroughly. 

And so to the opera. Prokofiev wrote “War and Peace”.in the 
19408, drawing a parallel between Stalin’s defence of Russia against 
Hitler and Kutuzov’s defence of Moscow against Napoleon. On 
the stage, cannons devastate a besieged city, whose defenders are 
driven out but never surrender. In their box, were Tony and Cherie 
discomfited by another parallel? Perhaps not. Mr Putin has risen to 
power on the back of a simple idea, which Mr Blair must under- 
stand well: the need to reassert the state’s. power in all of its far- 
flung territories. And Mr Blair has said his piece. It has come to our 
notice, goes Britain’s line, that in flattening Grozny and putting its 
people to flight, Russia had aroused a suspicion thatsome human 
rights may have been abused. This ought to be looked into. 

This did not strike Bagehot, sitting way up in the gods, as alto- 
gether adequate. Then again, Bagehot is not, as Mr Blair is, a con- 
summiate politician at the height of his powers. 
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© the firm’s chief financial officer, is 










BUSINESS 


Hard truths for Softbank 


TOKYO 


Is Softbank’s Internet empire as strong as it looks? 


YN STAGE, the spotlights illuminating 
Sf him with an unearthly glow, Ma- 
..-sayoshi Son turns to the crowd. “Embrace 
_ your dreams,” cries the president of Soft- 
bank. For thousands of young, high-tech en- 
trepreneurs in Japan, hearing the boss of the 
biggest Japanese Internet company speak is 
a near-religious experience. It is not just that 
the Internet has made “Son-san” fabulously 
wealthy. His more ennobling project is to 
~ change his country. Mr Son, say his follow- 
ers, will uproot Japan's corrupt business 
establishment and plant in its place the 
=< seeds of a bright, high-tech future. Now that 
© a consortium led by Softbank has won the 
right to buy Nippon Credit Bank (cp), a big, 
old-fashioned lender, the faithful are poised 


< to follow Japan’s Internet messiah into the 


: _ old, industrial economy. 
Where, though, is Mr Son taking Soft- 
bank and its shareholders? Until recently, 


> the answer was ever upwards. When its 


` shares touched ¥198,000 ($1,820) last month, 
Softbank’s market value hit almost $200 bil- 
lion, a 30-fold increase on the year. Mr Son, 
who owns 38% of Softbank, looked as if he 
might supplant Bill Gates as the 
world’s richest man. 
Since then, Mr Son has had all 
manner of problems: wobbles in 
America’s high-tech market and a 
_ bust-up with Yoshitaka Kitao who, as 


- sometimes said to have a firmer grip 
= on Softbank than Mr Son himself. In 
an interview with The Economist 
this week, Mr Kitao was openly criti- 
© calof Mr Son’s strategy, especially to- 
` wards nce. Last week saw rumours 
of the arrest of Yasumitsu Shigeta, the 
president of Hikari Tsushin, another 
high-tech Japanese company that 
trails in Softbank’s wake, and who, 
strangely, is on Softbank’s board. Al- 
though the firm quickly put the re- 
cord straight, the news weighed on 
Softbank’s shares. In four wild weeks, 
their value has fallen by more than 
half. 

This may turn out to be nothing 
< more than the rough-and-tumble to 
_. be expected in a young, fast-growing 
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industry. But more serious doubts have also 
begun to emerge about Softbank’s increas- 
ingly chaotic Internet empire. Chief among 
thern is that Mr Son seerns to have built an 
investment machine that is sucking in ever- 
increasing amounts of cash but, despite the 
fabulous paper wealth that the firm is gener- 
ating, spewing out only dribbles of money at 
the other end. So long as investors keep feed- 
ing the Softbank machine with equity and 
debt, it will doubtless continue to purr. But 
what happens if they stop? 

When the Berkeley-educated founder of 
a young, wealthy Japanese computer-soft- 
ware wholesaler returned to America in the 
late 1980s, it was with a view to taking his 
business ideas worldwide. At first, Mr Son 
was not altogether successful. His early pur- 
chases smacked of the sort of overseas tro- 
phy-buying that caused many Japanese 
trouble. One of the worst was Ziff-Davis, a 
publishing group that Softbank and Mr Son 
bought in 1996 for $2.1 billion, only nine 
months after Forstman Little, an American 
investment bank, had bought it for $1.2 bil- 
lion. Little better was Kingston Technology, a 
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With some Ameri 
started pumping niist 
ternet start-ups. More ly, Mr § 
changed course again, investin in Internet 
start-ups outside America, many oft them sis- 
ter companies of his American investments. 
As Mr Son’s investment empire has. 
grown, so has his appetite for financing. The 
older businesses, such as Ziff-Davis’s pub- 
lishing arm, did PE ane Si See 









them. Now that Softbank is p 
these businesses to focus 0 
most of the proceeds from. 
ing used to pay down debt in Ziff- 
Meanwhile, although the listed Intern 
holdings promise fabulous capital gains 
¥4.7 trillion, according to the latest postings. 
on Softbank’s website—they generate. pre- 
cious little cash. And the unlisted American. 
Internet investments are burning money to 
establish themselves, as are the inter- 
national ones. To cap it all, Softbank 
has. announced the launch ofnew In- 
ternet investment vehicles for ‘Asia, 
Europe and Latin America. 
The firm conjured up some | 
money by floating Ziff-Davis in 1998, 
along with $15 billion of debt that 
really belonged toSoftbank—ahintat. 
the financial engineering that Mr Son 
goes in for (see box on’ next page). 
Even so, Softbank has about $2 billion, 
of borrowings on its balance sheet.” 
An obvious answer would be for. 
Mr Son to sell some of his stakes, re- 
pay his debts and tuck the rest away. 
in new ventures. But it may be rather 
early to be cashing out for aman who 
boasts of his company’s “300-year”” 
business plan. Moreover, it would 
run smack into what appears to bea 
gap in Softbank’s strategy: most of his 
unrealised gains are in America, but 
Softbank is listed ir: Japan. According - 
to Ben Wedmore of nsec, a British 
bank, Softbank shareholders can ex- 
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Softbank unziffed 


F YOU want a sense of how badly Soft- 

bank needed cash, and of the lengths it 
will go to get it, the place to look is America. 
Masayoshi Son has a reputation as a vi- 
sionary. If Ziff-Davis is anything to go by, 
he is a shrewd financial operator too. 

One trick was to shuffle $1.5 billion in 
debt from Softbank’s balance sheet on to 
Ziff-Davis’s when the American company 
floated. This was more than Ziff-Davis 
could support from its operating profits. 
Within eight months of the flotation, Ziff- 
Davis had to renegotiate covenants on its 
bank loans. Even so, Ziff-Davis last year an- 
nounced a “restructuring” that involves 
piecemeal disposals of most of its busi- 
nesses—with losses of some $1.25 billion. 

Mr Son also had a cavalier attitude to 
corporate governance. When Ziff-Davis 
was bought in 1996, some of its businesses 
went not to Softbank, but to mac, the priv- 
ate firm through which Mr Son then held 
most of his stake in Softbank. These busi- 
nesses were mostly in their “development” 
phase (ie, loss-making). 

As mac owned the businesses, their 





losses were hidden from Softbank’s share- 
holders. In 1998 Mr Son sold them back to 
Ziff-Davis for precisely what he had paid 
for them—odd, given the volatile values of 
high-tech business. Most of Ziff-Davis’s 
subsidiaries have fallen dramatically in 
value since their flotation nearly two years 
ago. 
Mr Son has found it hard to kick his 
habit of creative accounting, In 1999, after 
mac had been merged into Softbank for 
the sake of “corporate transparency and 
disclosure”, Ziff-Davis bought zptv, a ca- 
ble-television company and integrated 
website, from mac Holdings (America), 
another private company controlled by Mr 
Son. Yet zprv had been run as if it was one 
of Ziff-Davis’s subsidiaries. Because legally 
it was not, its trading losses did not appear 
in either Ziff-Davis’s or Softbank’s ac- 
counts. These losses amounted to $47.5m 
in the year to December 1998, compared 
with Ziff-Davis’s operating profits of $31.1m 
and Softbank’s operating profits of ¥12.1 
billion ($100m). 

Investors in Softbank would do well to 








A cloud over Son 


remember two things. First, The Economist 
has discovered the full extent of dealings 
between MrSon’s private empire, Softbank 
and Ziff-Davis only because of the disclo- 
sure rules set by American stockmarket 
regulators. These are more stringent than 
the rules in Japan. Second, although Mac 
no longer exists, the financial engineers 
who dreamt up the structure still work for 
Softbank. 








pect these gains to be taxed both in America 
and, if the money returns home, also in Ja- 
pan, which does not grant full relief on taxes 
paid in America. Tax experts say Softbank’s 
effective tax rate could thus be roughly 50%, 
some 15 percentage points above the federal 
tax rate that would be charged on the gains 
in America. Mr Wedmore suspects the rate 
could be even higher. “Investors would be 
pleased to hear how the company intends to 
get round this problem,” he says. 

In fact the magnitude of the potential li- 
abilities—and, given the firm’s accounts, 
their very existence—may come as a surprise 
to investors. Whereas the accounts of firms 
such as Berkshire Hathaway, headed by a 
guru of the old economy, Warren Buffett, are 
required by American accounting rules to 
record their tax liabilities alongside their 
capital gains, those of Softbank are silent. 

This legerdemain reflects especially 
badly on the slick Mr Kitao. With his wide 
red braces, oiled hair and monogrammed 
shirt, he looks every inch the investment 
banker he once was. Together with the 30- 
odd stockbrokers he has hired from No- 
mura, Japan’s biggest stockbroker and his 
former employer, Mr Kitao runs a finely 
tuned investor-relations unit at Softbank, 
which puts out a steady patter of exciting 
news about the company’s new ventures. 

Unlike the visionary Mr Son, Mr Kitao 
seems to have a more down-to-earth view of 
Softbank’s investments. When Internetcom- 
panies outside America were cheap, he says, 
Softbank invested in them. Now, though, 
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they are like luxury hotels: the same price ev- 
erywhere. So Mr Kitao wants to buy old- 
economy companies and inject into them 
new-economy content. His reputation 
alone, he says, is enough to lift the share 
price. When he bought shares in Bunkahoso 
Brain, a Japanese recruitment firm, for in- 
stance, “people asked: why has Kitao of Soft- 
bank invested?” Bunkahoso Brain’s shares 
promptly tripled in value. 

All well and good, yet such an approach 
means raising money from asset sales in 
America to finance investments outside 
America. And that takes you straight back to 
Softbank’s tax problems. Mr Kitao demurs. 
Having been asked half a dozen times about 
tax liabilities, he responds with a question of 
his own: “Why do we have to realise our cap- 
ital gains in Japan?...As long as we keep our 
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money outside Japan, we are ox.” That is a 
bizarre comment from the finance director 
of a firm that plans to make Internet invest- 
ments in Japan, and that would be expected 
to realise gains for its shareholders. 

In the meantime, there is the bank to 
worry about. The way Mr Son speaks, NcB 
could be the solution to Softbank’s cashflow 
problems. Mr Son has talked of creating an 
Internet zaibatsu, a reference to Japan’s pre- 
war holding companies that combined fi- 
nancial and industrial interests in large con- 
glomerates. nce, then, could be used to fi- 
nance the Internet investments. 

More debt, however, will help neither 
Softbank nor the Internet start-ups it invests 
in, because neither can afford the interest 
bills. Nor is the strategy likely to do much for 
NCB. Venture capitalists expect to write off 
most of their investments and make their 
profits on the handful that shine. Any bank 
that was so cavalier with its capital could 
quickly go bust. The prospect of ncs’s largest 
shareholder influencing lending decisions is 
also alarming. Mr Kitao, who is negotiating 
the purchase with the Japanese government, 
seems to agree. “Maybe Mr Son has a differ- 
ent opinion,” he says, “but I don’t like the In- 
ternet zaibatsu concept. We have to be very, 
very clear about separating [NcB’s] owner- 
ship and management.” Instead, Mr Kitao 
wants to tum ncs into a mid-market 
lender—much more sensible, but in flat 
contradiction to his president’s wishes. 

These confusions would not be so wor- 
rying if investors did not have to take so 
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much of the Softbank miracle on good faith. 
Investors put a value of $68 billion on the 
firm’s unlisted investments, its Japanese 
joint ventures, and the Softbank magic, even 
at today’s share price. Many of these are held 
through partly owned private-equity part- 
nerships, creating a web of astonishing com- 
plexity. Indeed, according to Mr Kitao, even 
“Son-san gets mixed up...We have to make 
this [distinction between wholly owned and 
partly held investments] very clear.” 

Because it owns many minority stakes, 
Softbank does not have to disclose the un- 
derlying investments in its accounts. Links 
from Softbank’s website guide the visitor to 
websites set up by the private-equity part- 
nerships, which disclose some of the part- 
ners’ investments, but presumably only the 
more successful ones. Yet the investments 
are sometimes split between several differ- 
ent firms and funds, which further obscures 
Softbank’s assets. Shares in Buy.com are held 
by ten separate entities. Mr Kitao says this re- 
flects the availability of funds and Soft- 
bank’s risk-management practices. 

Such is the obscurity of Softbank’s tax ar- 
rangements, its corporate structure and the 
prospects of its investments that, to gain 
even a partial view of the firm’s true value, 
you need to bea trained accountant, a stock- 
market analyst and a private detective rolled 
into one. Or you need to join the personality 
cult that puts its faith in Mr Son’s ability to 
spot several more Yahoos. 

A generous view is that, as Softbank ma- 
tures, the group will tidy itself up, improve its 
accounting and come up with a coherent 
strategy. Today’s confusion reflects in part 
the overstretched management of any 
young company that has grown so fast. But it 
also reflects the fact that Softbank is in the 
frothiest part of a thoroughly frothy market 
for high-tech shares. 

What really set Softbank alight was a re- 
port in June 1999 by Ravi Sarathy, an Internet 
analyst at Lehman Brothers, an American in- 
vestment bank. With Softbank’s shares then 
trading at ¥14,560, Mr Sarathy proposed a 
target price of ¥41,600. By the end of July, 
Softbank’s shares had doubled and Mr Sa- 
rathy put out a second report, this time pre- 
dicting a ¥50,000 share price. His last word 
on the subject was a two-page report, issued 
last month, that looked forward to a Soft- 
bank share price of ¥400,000. 

Softbank shareholders, says one invest- 
ment banker, behave rather like the charac- 
ters in the “Wizard of Oz”, at least before 
they meet the wizard. Some, like the scare- 
crow, have no brains. They invest without 
looking. Others, like the lion, have no cour- 
age. They follow the herd. Others are like the 
tin man, who has no heart. They do not care 
what Softbank is, but buy and sell its shares 
as demand ebbs and flows. Softbank could 
yet reward them all. But watch out for the 
wicked witch of the west. 

= = 
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Carlsberg 


Battling brewers 


COPENHAGEN 


BUSINESS 


Carlsberg is about to learn whether it can play a part in restructuring Europe’s 


brewing industry 


N THE next few weeks, an apparently rou- 

tine announcement will emanate from 
the headquarters of Carlsberg, a Danish 
brewer whose beer brands are among the 
world’s oldest. It will reveal that the Carls- 
berg Foundation, a trust that owns 55% of 
Carlsberg’s shares, intends to reduce its hold- 
ing to below 50%. Carlsberg will then be able 
tojoin the restructuring and consolidation of 
the brewing industry now going on—and 
one of Europe’s sleepiest, most bureaucratic 
firms will have shown how fast the conti- 
nent’s old companies can 
move when they have to. 

The brewing business is 
in flux. Danone, a French 
food group, has said that it 
might sell its Kronenbourg 
beer brand, thought to be 
worth around $15 billion. 
Bass, a large British brewer, 
is splitting itself into two 
and trying to sell its £2 bil- 
lion ($3.2 billion) brewing 
operations, so as to concen- 
trate on hotels and leisure. 
Last week Heineken of the 
Netherlands, Europe's big- 
gest brewer, said it was in- 
terested in buying some- 
thing. At the same time, 
Anheuser-Busch, Amer- 
ica’s largest brewer, and 
South African Breweries are 
both prowling. And Brit- 
ain’s Scottish & Newcastle 
is also said to be shopping 
for a deal, perhaps to add a 
strong lager brand to its ex- 
isting beer portfolio. But 
Carlsberg, which had a pro- 
posed merger with Bass re- 
jected by competition au- 
thorities in 1997, has so far 
been notably silent. 
Carlsberg still has a 70% 

share of its domestic mar- 
ket, but in recent years it has been under 
pressure from declining consumption and 
from smaller rivals who have chipped away 
at its dominance. It also has a soft-drinks op- 
eration which, via a joint venture, includes 
responsibility for sales of Coca-Cola in the 
Nordic market. Both the brewing and soft- 
drinks arms have had problems, especially 
with distribution, after a bungled effort by 
Carlsberg two years ago to revamp its opera- 
tions. The managers of the Danish business 
were replaced a few weeks ago. 








Conquer new worlds 


Abroad, things have gone even worse. 
More than 90% of Carlsberg’s profits come 
from Western Europe, thebulk of them from 
Scandinavia and Britain. Its investments 
outside Denmark have been either in small 
markets or in the form of equity stakes that 
are too small to give it effective control. It re- 
cently lost its distributor in Spain, which was 
sold to Heineken. In America, where Heine- 
ken is strong, Carlsberg is weak. The Danish 
firm’s distributor, Interbrew, distributes its 
own competing Stella Artois brand. 

Carlsberg has belatedly 
decided to sell its stakes in 
Royal Copenhagen, a china 
business, and the famous 
Tivoli gardens, as well as a 
few smaller investments. 
These disposals could raise 
some DKr4 billion-6 billion 
($520m-775m), enough to 
clear the firm's debts, but 
not enough to arm it for a 
large takeover. 

The markets have taken 
note of Carlsberg’s strug- 
gles. Over the past year, its 
shares have tumbled by 
21%. Pre-tax profits for 
1998-99 were Dkr1.63 bil- 
lion, 27% lower than in the 
previous year. Although 
profits should recover this 
year, analysts say that it is 
unlikely that Carlsberg’s 
strategic difficulties will be 
easily overcome: unless, 
that is, the foundation's 
lock on the firm's equity 
can be removed. 

The foundation, which 
supports science and the 
arts in Denmark, was 
formed in 1876 by J.C. Ja- 
cobsen, the brewer whose 
meticulous research had 
led to the creation of 
Carlsberg and its successful pioneering of 
high-tech beer production. In 1970 Carlsberg 
merged with Tuborg, and the foundation 
took its modern form, which includes a legal 
requirement to hold at least 51% of Carls- 
berg’s shares. 

Late last year, Carlsberg admitted that it 
had decided to review the foundation's 
structure. Egged on by Carlsberg’s managers, 
lawyers have been poring over covenants 
seeking ways around the cwnership require- 
ment. The company has been tight-lipped 
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about this process (it declined to speak to 
The Economist). But analysts and bankers 
familiar with events say that it should be 
only days or weeks before Carlsberg takes 
the next steps towards freeing itself from the 
foundation's control. 

Any change to the trust requires agree- 
ment from a Danish government commis- 
sion that is charged with overseeing civil law. 
On the face of it, it seems difficult to justify 
altering the terms of a trust. However, there is 
a general acceptance in Denmark that this 
represents the only way Carlsberg can hope 
to prosper in future. Remarkably, the com- 
mission is expected to wave through what- 
ever the foundation’s trustees send it for ap- 
proval. 

You might expect Carlsberg’s workers to 
oppose the change: a future merger could 
threaten jobs. But a representative of the 
workforce says that so many jobs have been 
cut in recent years that, as far as the employ- 
ees are concerned, the management has al- 
ready done its worst. In 1985, for instance, 
Carlsberg had its own and a Tuborg plant in 
Copenhagen, employing 3,600 workers be- 
tween them. Today 420 staff service the sole 
remaining Carlsberg brewery. Freeing man- 
agers to merge or make a takeover may be an 
alarming prospect, but the alternative looks 
even less palatable. 

European firms often seem resistant to 
change. But Carlsberg has got the politicians 
and the workers on its side to rewrite the law 
to give ita chance to compete. 
= ——— s 


British Airways 


Marshall's plan 


HE chairman and acting chief executive 

of British Airways, Lord Marshall, has 
still not hired headhunters to find a succes- 
sor to the chief executive, Robert Ayling, 
whom he disposed of last week. He might 
not even bother. “I have had so many inter- 
estingnamessuggested by friends,acquaint- 
ances and people I do not know at all, that I 
think I'll trawl through those 17 or so before I 
doanything,” he says. He also has toconsider 
several internal candidates, and possibly 
James Strong, head of Ba’s associate com- 
pany, Qantas. Mr Strong has steered the Aus- 
tralian carrier effortlessly through the Asian 
crisis,and, unlike the unfortunate Mr Ayling, 
hasa reputation for cutting costs withoutirk- 
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ing the cabin staff. 

Lord Marshall is in no doubt abc 
after months of resistance, he finally 
pressure from other non-executi' 
agreed that Mr Ayling should go. S 
rale was at rock bottom under Mı 
who took on the unions in a strike i 
was hurting customer relations anc 
provement was in sight. Lord Mars] 
Mr Ayling’s successor must have a 
cord of running a service compa 
thousands of employeesand millior 
tomers. From now on, he says, there 
greater emphasis on motivating peo 

Whoever takes the controls wil 
awesome task. The financial mai 
braced for Ba’s first full-year loss s 
vatisation. The loss for the year en: 
month could be greater than £250m 
excluding exceptional gains. Worse 
ing to one senior Ba Official, next ye 
be just as bad. The airline has to 
with increased competition across t 
Atlantic, caused by excess capacit 
from Asian routes a couple of years 
ing fuel prices are also hurting all 
Low-cost carriers, epitomised by Ea: 
Ryanair, are thwarting BA’s own 
carrier, Go. And the high pound is} 
hard, causing travellers to switch to: 
ish carriers. 

BA is going to have to lop off ma 
European and domestic routes on 
loses money. Flights to Glasgow a 
burgh are likely to be axed, causing 
uproar in Scotland, even though ı 








HAT is the Tribune Group up to? It 

has been the boldest and most suc- 
cessful of the American newspaper groups 
in new media, and yet it is making its big- 
gest-ever investment, $6.5 billion, in the 
distinctly old-media Times Mirror group. 
Tribune instantly fell out of favour with 
the markets: its share price dropped by 17% 
on the day the deal was announced. 








On the run 





Chicago presses into Los Angeles 


Yet investors had missed the point. The 
deal is indeed part of the group’s new-me- 
dia strategy. Tribune is trying to address the 
big problem for newspapers in the age of 
the Internet: being a local product in a bor- 
derless world. 

Despite being based in fly-over coun- 
try, the Tribune Group, whose most fam- 
ous paper is in Chicago, took to the Internet 
early. It has experimented with serving 
new markets on the web—addressing 
small areas and ethnic minorities—and 
with building online classified-advertising 
businesses. Its highly successful corporate- 
venturing fund picked some good busi- 
nesses, investing in AOL, for instance, in 
1991, and is now reckoned to be worth 
around $2 billion. 

But Tribune faces the same central dif- 
ficulty over the web as its slower competi- 
tors. Unlike newspapers in, for instance, 
Britain or Japan, America’s newspapers are 
largely local. So, aside from the big names 
such as the Wall Street Journal or the New 
York Times, their websites appeal almost 
exclusively to their local area. Internet ad- 


vertisers, however, are mostly lookir 
national audience. At a time when 
fied advertising is already beginn 
move on to the web, this is a big wo 
newspapers. 

The Tribune group has struggle 
this, setting up joint ventures witt 
papers to create online classifiec 
nesses with a national reach. The m: 
is Classified Ventures, founded in 15 
joint venture between Tribune, Tim 
ror and the Washington Post, cc 
automotive and property classified: 
had only limited success, despite nt 
pers’ power to promote it offli 
Cars.com, for instance, is fourth in 
Metrix’s league of automotive clé 
sites. CareerPath, a jobs-classifiec 
venture, is fifth in its league. 

Buying Times Mirror, whose m: 
per is the Los Angeles Times, is a go. 
ing this problem by broadening Tr 
geographical reach. The merged gro 
have big papers in Los Angeles, C 
and New York, and smaller ones i 
more, Connecticut and Florida. It is 
tional, but it is no longer local eithe 
nota solution to the problem, itis nc 
shot at one. 
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knows there are plenty of low-cost carriers 
serving the country. Likewise, sa cannot run 
profitable services to Paris or Brussels in 
competition with Channel Tunnel trains. In- 
stead, the airline wants to hold on to really 
profitable routes, such as those to Africa, 
where competition is non-existent and it can 
charge what it likes. 

Africa today is what the whole world 
was like in pre-Ayling days, when Ba could 
make handsome profits. Mr Ayling inherited 
a difficult watch. as deregulation kicked in. 
Although he probably took many sensible 
decisions, he failed to carry the staff with 
~ himand he damaged th airline’ s reputation 
with passengers. 
The paragon of in 
< succeeds Mr Ayling wi 

losses back into profit, 
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Civil aerospace | 


will have to implement a reduction in the 
company’s head count by about 10%, or 
6,000 jobs, which Lord Marshall hopes can 
be cut by natural wastage and voluntary 
deals. 

But the Ayling approach of trimming 
Ba’s Capacity, investing in premium services 
and replacing big jumbos with smaller 777 
aircraft will stay—albeit in a softer, gentler 
guise. Lord Marshall is anxious to counter the 
perception, fostered by the hapless Mr Ayl- 
ing, that the airline is not interested in econ- 
omy passengers. The category of traveller it 
wishes to drop is the backpacker on a cheap 
ticket flying to East Asia, from Frankfurt or 
Cologne. via Heathrow. Such fares do not 
even begin to pay their way. Yet Lord Mar- 
shall leaves the impression that the hard line 
on such customer issues might be softened. 

a 


Airbus bets the company 


BAE Systems has won launch aid from Britain to build the wings of Airbus’s 
superjumbo. Were the terms above board, and will the aircraft ever fly? 


HE British government this week bet 

£530m ($835m) on a double-decker. The 
new Airbus a3xx, a 550-650-seat airliner, 
aims to challenge the Boeing 747, which has 
had a near monopoly of the market for very 
large passenger jets for the past 30 years. Brit- 
ain will lend the sum at soft rates to BAE Sys- 
tems, a one-fifth partner in Airbus Industrie, 
Europe's civil-airliner consortium. The 
money is its share of the $12 billion develop- 
ment costs of the new giant jet; the French, 
German and Spanish governments are now 
expected to cough up a further $3 billion. 
Usually the British hang back before reluc- 
tantly offering launch aid. That they have 
taken the lead this time has deen trumpeted 
as the best sign yet that, after years of specu- 
lation, the aircraft really is going to take off. 

In fact, although the partners in Airbus 
(Bar, plus the members of the Euro- 
pean Aeronautic Defence and 
Space company-EADs) have al- 
ready spent nearly $600m on the 
newaircraft, they have yet toplacea 
bet that, in effect, will put the whole 
company at stake. Airbus’s boss, 
Noël Forgeard, is sounding out air- 
lines on whether they will agree to 
be legally bound to buy the new air- 
craft. Depending on the response, 
the board of Airbus will decide in 
June whether to proceed with the 
marketing launch. Even then, pro- 
duction would start only if enough 
airlines have bought into the pro- 
ject. At the earliest, the first aircraft 
would not be delivered until 2005. It 
would take perhaps five top-class 
airlines and 30 firm orders to get the 
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green light. Otherwise this week's grand- 
standing will amount to nothing. 

This market test is a genuine one. Unlike 
a few years ago, the German and French 
members of taps are now private firms with 


French government still has a residual in- 
volvement. They will not give Airbus clear- 
ance to sign contracts to supply the a3xx, 
unless the airlines show sufficient appetite 
for the aircraft. And even if the A3xx over- 
comes that hurdle, it faces another that 
could prove almost as awkward. 


The trade test 


The terms of the British government aid are 
suspiciously secret. The Americans and Eu- 
ropeans signed a bilateral deal in 1992 on fi- 
nancing for large aircraft: Boeing and other 
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American makers could receive aid from the 
likes of the National Aeronautics.and Spa! 
Administration (Nasa), which was limited 
3% of turnover; the Europeans agreed to limit 
launch aid for new aircraft to 33% of the cost. 
This recognised the realities on both sides o 
the Atlantic: the then-infant Europrar c 
aerospace industry needed big slugs of go 
ernment-backed capital; the mature Ame 
can one was used to indirect support, 
The European finance, which comes 
the form of launch aid at subsidised int 
rates, is repaid by royaltes on each ai 
sold. One result, for-instance, is that 
ish taxpayer has received €2 for eve 
vested in the Airbus a320 programme. } 
ertheless, Airbus benefits from lower cal 
costs than it otherwise would. 
The rules are complicated, but Britai 
desire to conceal the terms of its grant, pl 
BAE’s assertion that it wanted the bench 
mark for the subsidised interest rate to be set... 
at lower continental European levels, may 
indicate that the rules have been stretched 
Senior executives of sae privately accuse the 
Americans of breaking theirown 3% rule. 
All this is ominous. American trade offi- 
cials are fuming that they have fared bad 
recent disputes with the. European Uni 
They have won cases against the EU at 

































refuse to: open het aik 
recently lost the biggest 
WTO lags a > pea 


to ‘American export TS; Boeings rsc saved 
$ı5om in tax in 1998. But now the wto ha 
ruled them illegal. 

Now the Americans who have tier 
hard to talk European governments out 
backing the a3xx,-could tum: nasty. One 
threat is that, irrespective of the bilateral aic 
pact, it might now: take the Eu’ to the wro 
over its subsidies to Airbus, claiming it has 
obtained an unfair advantage o over moane o 


Themarkettest o. 


If the A3xx can win launch aid an 
pass the trade test, wh 
sternest requirement: that airlines | 
must agree to buy it? The case against: 
gambling Airbus’s future is: strong 
For a start, the consortium must con © 
vince customers that it can honour 
its engineers’ promise to produce ant 
aircraft that saves 15-20% in operat- 
ing costs. 

Even if they achieve that, the 
aeroplane starts with a disad-- 
vantage. Some European airlines 
such as Air France, Lufthansa and 
British Airways, which you would | 
think would be sitting ducks for the 
Airbus salesforce, have said they do. 
not want the aircraft in the near fu- 
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ture. BA is not interested until Heathrow’s 
fifth terminal gets planning permission, and 
the other two, mindful of Europe’s weak 
markets, are keen to establish a reputation 
for prudence with new investors. America 
looks difficult, too, partly because United 
Airlines, which might have been a launch 
customer, has got cold feet, 

The strongest argument against launch- 
ing the a3xx, as Boeing tirelessly (if not self- 
lessly) points out, is that air travel is respond- 
ing to deregulation. Randy Baseler, Boeing’s 
marketing boss, argues that, after deregula- 
tion, airlines in America swapped the large 
tri-jets that they had bought in the 1970s for 
smaller aircraft, such as the 757 and the 737. 
The big aircraft suited a regulated market 
when the number of flights was restricted, 
whereas smaller jets and frequent flights 
gave customers the flexibility they wanted. 

Mr Baseler uses a similar argument to 
suggest that creeping deregulation in the in- 
ternational market favours smaller aircraft. 
Back in 1987, the only daily flight between 
Chicago and Europe was a Twa 747 to Lon- 
don, carrying around 400 passengers when 
full. In those days, 60% of American carriers’ 
transatlantic flights were in 747s operated 
by Pan Am and twa in and out of the big 
east-coast airports. Today, United and 
American Airlines operate 21 daily flights 
from Chicago to u different European des- 
tinations, using smaller 767 and 777 aircraft, 
which carry only 250-350 passengers. So two- 
thirds of American aircraft flying the Adan- 
tic are 7678 or 7778, whereas only a third are 
jumbos (though these figures are skewed by 
excluding the jumbos flown by European 
and Asian carriers across the Atlantic). 

In future, Mr Baseler sees further frag- 
mentation of transatlantic flying, with 7778 
and Airbus 4330s flying 160 additional direct 
routes; and he predicts similar fragmenta- 
tion in the Pacific. Although two-thirds of 
Americans flying to Asia are destined for 
places other than Japan, 80% of flights from 
the United States are to Tokyo. He thinks that 
as Asia grows, more point-to-point routes 
will open, especially as longer-range ver- 
sions of Boeing’s 777 and Airbus’s A340 
come along. 

Airbus acknowledges this fragmenta- 
tion, but reckons that there will still be a lotof 
demand for large aircraft flying between the 
largest international hubs. It thinks the mar- 
ket for aircraft of 400 seats and more is some 
1,200 planes, and is confident it can win half 
of that from Boeing’s jumbo and any succes- 
sors that the Seattle firm makes. 

Airbus’s main argument for the a3xx is 
that air travel is growing by 5% a year, and 
that by 2015 or so the number of travellers 
will be huge. By then the traffic increase in a 
single year will be the equivalent of total 
world air travel in 1969, the year the jumbo 
was launched. Such a volume of traffic, says 
john Leahy, Airbus’s marketing director, 
means aircraft like the a3xx will be needed, 
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Jet set g 
| ATLANTA AND NEW YORK 


OR business travellers, 

private jets have a lot to 
recommend them. Extra 
legroom and  squashy 
leather seats make it easier 
to get work done. The air- 
ports they fly from are of- 
ten less congested and 
closer to city centres, cut- 
ting journey times. Private 
aircraft even have fewer 
accidents than commer- 
cial ones. And of course 
there is the sheer snob ap- 
peal of being able to avoid the herd. 

But corporate jets are ruinously ex- 
pensive. Shareholders see them as a sym- 
bol of excess. Warren Buffett, a noted in- 
vestor, called his own private jet “The 
Indefensible”. Even timeshares in private 
jets are costly. Executive Jet, which sells 
“fractions” of private planes, counted Mr 
Buffett as a customer before he bought the 
firm in 1998. An eighth of a share in one of 
its aircraft costs roughly $1.4m, with man- 
agement fees of $20,000 a month on top. 

But now there is a cheaper way for 
business travellers to fly on a private jet. 
On March gth a new Internet travel agent, 
flightserv.com, launched “Private Seats”, 
toallow people to buy individual seats on 
chartered private jets. Starting on April 
17th, flights between New York and At- 
lanta will cost $900, only $40 more than a 
business-class seat on Delta Airlines. “We 
are democratising private air travel,” says 
Beverly Lance, flightserv’s chief executive, 
somewhat optimistically. “Every business 








traveller can now experi- 
ence the luxury and conve- 
nience of a private plane”. | 

If the demand exists, 
there is supply to match it: 
compared withcommercial | 
aircraft, which each spend 
about 4,000 hours in the air 
every year, and. privately 
owned aircraft, which. fly | 
for about 2,000.hours, each | 
chartered jet spends only | 
500 hours in the air, with 
90% of its time sitting idle on 
the ground. “We are bringing a new effi- 
ciency to the private-jet market,” says Mr 
Lance. Flightserv, which will pay charter 
companies for operating each flight, and 
keep the ticket money, already has agree- 
ments with three big private-charter com- 
panies. It expects to fly roughly 100 routes 
by the end of the year. 

The service operates rather like a car 
pool. Passengers go online to “open up” a 
new flight by typing in their preferred tra- 
vel time, or they join someone else’s itiner- 
ary. Mr Lance says that with around eight 
seats per plane, flights are certain to go, 
particularly on busy routes. A flight could 
be confirmed even with just one passen- 
ger, if there was demand on the return leg. 
Although flightserv’s margins are a juicy 
80% on a full plane, it breaks even at an av- 
erage of 3.3 passengers a flight. 

The private jet in America may be the 
last luxury toy for big boys. But in the land 
of the car pool, the plane pool could just 
take off. 








especially in Asia, a region that he thinks will 
account for half the sales of the giant aero- 
plane. He points out that when Airbus 
launched the a320 and the 4330-340, Boe- 
ing talked down demand for the new air- 
craft, only. to follow with its own version a 
few years later. This time, it could cut the 
price of its near-monopoly product so as to 
spoil the a3xx’s chances. 

Interestingly, Boeing’s dismissal of very 
large aircraft seems at odds with its latest 
project, to build a flying scale-model of a 
revolutionary “flying wing’, which does 
away with the fuselage altogether. This $25m 
project, part-funded by Nasa, naturally, 
would establish whether the futuristic air- 
craft could fly. It would carry 880 passengers. 

For the a3xx Mr Leahy hopes to win 
launch orders from two Asian carriers, one 
European or Middle Eastern airline and one 
American. At least one of the airlines would 
have to be in one of the big alliances such as 


Star or Oneworld. He says he is encouraged. 


by the responses from Singapore Airlines, 
Cathay Pacific, Malaysia Air Lines and Emir- 
ates. In addition, Federal Express and Atlas 
Air, two freight operators, are keen on a 
freight version of the superjumbo because, 
with its ability to carry 150 tonnes 6,000 nau- 
tical miles (11,120 kilometres or 6,900 land 
miles), it will cut a whole day off transport 
between Asia and North America. Given the 
big role of air cargo in feeding tight supply 
chains these days, this is a powerful compet- 
itive weapon. It also matters which routes 
launch customers choose for their A3xxs: 
Airbus needs them where the traffic and 
competition are heavy, so that the advan- 
tages of its new aircraft then spur competi- 
tors to follow suit. 

The a3xx remains a controversial: pro- 
ject. But for the moment, its fate rests not 
with governments splashing out taxpayers’ 
money, but with airlines seeking an edge 
over their rivals. 
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GM's motor man 


How do you reconcile industrial logic and cultural sensitivities? The new chief executive of 
General Motors must find an answer 


ICK WAGONER has steered a faultless 

course to become, at 47, the youngest 
chief executive of General Motors (GM) since 
Billy Durant, who founded the company in 
1908. By contrast, on his way to the press con- 
ference last month at which his appointment 
was announced, he displayed an endearing in- 
ability to navigate the corridors of the com- 
pany’s new headquarters by the Detroit river. 
Now that Mr Wagoner occupies the hottest 
seat in American business, his task is to take 
GM through the car industry’s global consoli- 
dation. His sense of direction had better not 
fail him, for he faces the almost impossible job 
of reconciling political sensitivity with indus- 
trial necessity. 

The contradiction between these forces 
was on display this week, when Mr Wagoner 
announced that GM was taking 20% of Fiat Auto, in exchange for 
5% of its own equity, making the Italians Gm’s biggest shareholder. 
In another world or another age, this might have been a full take- 
over (indeed, thanks to Gm’s option to buy the rest of the firm be- 
tween 2003 and 2008, it may yet become one). But Italian honour 
and the Agnellis’ pride had to be satisfied—hence the second-best 
solution of an alliance rather than a takeover. The two firms will 
form joint ventures for buying car parts, for making engines, gear- 
boxes and transmissions and for car-purchase financing, in both 
Europe and Latin America. In a few years they will have a single 
chassis and power train, to underpin all their small cars. But they 
will not pool their assembly capacity and they will compete in ev- 
ery market except North America, where GM will help to sell Alfa 
Romeos. No European factory will close. In a region with 25% too 
much capacity, that eliminates a big chance for cutting costs. 

Fortunately, Mr Wagoner’s recent career has prepared him to 
make the best of awkward choices. He was a faithful finance direc- 
tor in the mid-1990s, as the chairman, Jack Smith, battled to 
staunch the losses that followed a botched reorganisation in the 
mid-1980s and near-bankruptcy in the early 1990s. Next, Mr Wag- 
oner cleaned up the mess left behind by Gm’s purchasing director, 
José Ignacio Lopez, who squeezed Gm’s suppliers until the pips 
squeaked. Mr Wagoner was rewarded with the job of running 
Gm’s North American business and, later, the job of president. 

In these roles, Mr Wagoner has shown himself to be light-years 
away from the archetypal Ga bureaucrat. Indeed, the quiet Virgin- 
ian might never have joined the firm except that, at six foot four, he 
thought he was too short to make the leap from college basketball 
to the professional game. He still pep- 





every reason todo so. While Ford, the firm’sdo- 
mestic rival, has gone from strength to 
strength, GM recently reported disappointing 
progress in the American market and suffered 
the indignity of (barely credible) rumours that 
it might become the subject of a hostile bid. 
Yet, since assuming the top job, Mr Wag- 
oner has drawn on the lessons he learnt as a fi- 


Brazil, where hyperinflation meant that big 
decisions had to be taken daily to limit the 
damage to the company. These experiences 
taught him that, even as the barbarians 
swarmed at the gates of the corporate head- 
quarters in Detroit, the best response was to 
throw all his energies into the outlying prov- 
inces of the embattled empire. 

Hence, Mr Wagoner has made the interna- 
tional business his priority—with Asia at the top of the list. Because 
GM's share of the world’s most promising market is a meagre 1%, 
the easiest way to fixem globally is to fix Asia. He has also set out to 
remake Gm’s tired models and manufacturing in Europe, and to 
squeeze reasonable profits from the region. With this in mind, he 
has built on Gm’s long-standing alliances with Suzuki and Isuzu in 
Japan by adding Fuji (makers of the quirky Subaru cars) to the Gm 
family, buying full control of Saab in Europe and bidding for the 
car-making business of South Korea’s Daewoo. With the addition 
of Fiat,Gm’s extended family covers 23% of the world car market. 


Messy network 

Gm’s role in this global confederation has given it both an entrée 
into new markets (notably in Asia) and also a chance to spread its 
development spending over more cars. For instance, supply of its 
upcoming joint small car with Fiat will run to morethan 2m a year, 
the biggest production run in the industry. Yet this opportunity 
comes ata huge risk. The extended family is not a single company, 
but a federation. And, although federations in business do less to 
offend cultural sensitivity, they are messy, prone to bickering and 
may fail to win the big savings and volume growth that cm needs. 
The Fiat deal offers the prospect of collaboration, but much that 
could have been achieved risks being overlooked. 

Aware of this, perhaps, Mr Wagoner says that his priorities in- 
side Gm are to make it act like one company, to take advantage of 
its global scale, to speed up its decision-making and product de- 
velopment and to intensify the focus on exciting products. But if 
this is a difficult trick to pull off within Gm’s own walls, it is even 
harder to work through a federation. 





pers his public statements with joner’s wheel 
sporting metaphors. The doubters 
ask whether this affable erstwhile 
athlete will show the steel needed to 
take difficult decisions. 

He has already displayed cour- 
age. Reflecting on his years as a faith- 
ful bag carrier for a beleaguered Mr 
Smith, you might have expected Mr 
Wagoner to continue the tortured 
soul-searching that has gone on in 
GM over the past few years. He has 
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This week’s deal hints at a possi- 
ble compromise. GM seems to be out- 
sourcing to Fiat the making of many 
of its engines. It already has alliances 
with Isuzu, Honda, Suzuki and 
Toyota, to make a range of engines, 
from the big six-cylinder variety 
through to diesels and small-car 
power units, to fuel cells. Could Mr 
Wagoner go down in history as the 
man who took the motor out of Gen- 
eral Motors? 
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Swire Pacific 





“The recovery in Asian markets 
and more competitive cost structures 
across the group augur well 
for profitable growth from 
core operations.” 

J W J Hughes-Hallett 


Chairman, Swire Pacific Limited 
Hong Kong, 10th March 2000 














HIGHLIGHTS 

1999 1998 Change 
Profit attributable to shareholders USS569M US$226M +151.6% 
investment property portfolio USS$7,685M US$7,168M_ +7.2% 
Net assets per share i US$5.66 US$5.17 +9.4% 
Earnings per share oa US¢36.6 US¢t14.6 : +151.6% 
Dividends per share us¢14.1 US¢10:8 l 431.0% 











Notes: ; ; oe 

1. Amounts per share refer to A shares. Entit tements of B sharehol dere arein proportion 1 to 5 cornipared 
with those of A shareholders. 

2. All the above figures have been translated from Hong Kong dollars into United States doli ars at an 1 exchange rate 
of US$1 = HK$780. ee 

3. Dividends are declared in Hong Kong dollars: 
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Just possibly, something to sing 


about at last 


TOKYO 


Japan is back in a slump. Or is it beginning to boom, as the Internet takes hold 
and consumers start to spend again? The figures are more confusing than 
ever, but the underlying picture does appear to be getting a bit brighter 


STHERE noend to the bad news about the 

Japanese economy? This weeks an- 
nouncement that, after a brief recovery in 
the first half of 1999, the country had slipped 
back into recession in the second half, makes 
one wonder. The economy shrank by 1.4% in 
the fourth quarter of the year, a horrible 5.5% 
at an annual rate. And this came after a 1% 
contraction in the third quarter, fitting the 
technical definition of a recession as two 
quarters of negative growth (see chart 1). 

It is not just the cop figures that look 
sickly. Banks, still burdened with bad debts, 
are continuing to shrink their loans, espe- 
cially to small firms that employ four in five 
of the country’s workers. And the long-over- 
due efforts of big businesses to restructure, 
meaning to rid themselves of surplus staff, 
pare debt and cut idle capacity, are also caus- 
ing short-term pain. After a lull, bankrupt- 
cies are on the increase again: in February, 
the number of companies going bust rose by 
over 50% on a year earlier. Last month's 
threat by Moody’s, a credit-rating agency, to 
lower Japan (still the world’s biggest creditor 
country) a notch on its scale has merely puta 
finishing pall on this gloomy picture. 
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Yet it does not take a doctorate in the dis- 
mal science to detect that the government’s 
claims about the economy’s behaviour have 
been pretty erratic. After shrinking in 1998, 
the economy is now supposed to have 
grown in the first half of last year, only to 
plunge back into recession in the second six 
months. Supertankers the size of the world’s 
second-biggest economy should not be able 
to turn on the spot like this, let alone to per- 
form the trick twice in a year. And it might 
even be three times: the talk now is that, in 
the first three months of this year, Japan may 
clock the fastest growth since the 1970s. 

There are, in any case, several technical 
reasons for being sceptical about the official 
figures. Seasonal adjustment seems to have 
been applied in a crude and archaic fashion. 
The cpr data have often been hugely re- 
vised. Figures for capital investment do not 
take account of all rr spending, which is 
growing fast in Japan as elsewhere. And the 
government seems especially hopeless at 
measuring personal consumption, which 
accounts for three-fifths of cpr. 

According to the official figures, after 
loosening their purse strings early last year, 


‘Numbers for retail sales also look weak. But 









































households are now scrimping again, which 

is why the economy has tpped back into re- 
cession. But the government bases its dat. 
for household spending on a tiny sampl 
fewer than 8,000 households, which i 
changes far too often. And the hou: 
survey's questions take no account at all 
spending in such new, fast-growing areas a 
mobile telephones. 


Small gleams of hope 


these too are untrustworthy; they are heavily 
based on old-fashioned retail outlets, which 
are fast being outflanked by discounters and 
other innovative chains. Moreover, the Gpr 
figures are disputed by other parts of th 
government figures fromthe Ministry of In: 
ternational Trade and Industry, which seek 
to measure supply rather than demand, 
claim. that in the third quarter of last year: 
Gor actually grew by 11%, and ‘that it re- 
mained unchanged in the fourth quarter. 
Confused? You should be. One thing at 
least is clear: the Gpr figures, whether they 
are right or wrong, measure the past rathe 
than the present. Japan is now almost three 
months beyond the period reported upon 
this week, and there are three reasons to 
think that 2000 is looking Setter than 1999: 
«A restocking cycle is under way. By last | 
summer, warehouses were looking so bare) 
that firms had to start cranking out more 
goods simply to refill them. With everybody 
making more, though, demand rose yet. 
again, because most producers are also con- 
sumers. Such a restocking, or inventory, cy- 
cle usually lasts about 18 months, suggesting 
that there is plenty more to come. And, sure 
enough, the government expects industrial | 
production to rise by 2.3% in the first three. 
months of this year. That would mean the 
third quarter-on-quarter rise ina row. : 
* Business investmentison the rise: The | 
pick-up in industrial procuction is combin-. 
ing with business restructuring to increase 


DPD % change on previous quarter, 
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last month by the Nihon Keizai Shimbun, 
Japan’s top business daily, profits were ex- 
pected to have grown by u%in the fiscal year 
that ends on March jist. Unlisted firms have 
been doing better still. In the fourth quarter 
of 1999, recurring profits at all non-financial 
firms soared by 42% over the same period in 
1998, the fastest growth for 20 years. 

Now that Japanese companies are making 
more money, they will spend more as well, 
especially on the sorts of information tech- 
nologies that have been so popular in Amer- 
ica. In the fourth quarter of 1999, capital in- 
vestment was up by 4.6% over the previous 
quarter. And it is continuing to rise. Overca- 
pacity at big, listed firms had led to some 
speculation that investment would keep on 
falling. But Japan’s capital stock has aged 
and its investment needs are changing (espe- 
cially towards more rr). Besides, looking only 
at big firms ignores the growing demands of 
smaller, unlisted companies. 

« Consumer spending, too, may be 
picking up. With good statistics so rare, it is 
hard to be sure about this; and future trends 
will anyway depend on confidence. In 1998, 
Japanese households increased the share of 
their (declining) incomes that they put into 
savings from an average rate of 12% in 
1990-96 to 15-16%, Now, tentatively, they have 
begun to save a little less. The rate dropped 
below 15% in 1999. Once the government 
brought in a more-or-less credible safety-net, 
people seemed to become less afraid that Ja- 
pan’s financial system was about to collapse. 

This means that there is plenty of scope 
for a rapid rise in consumption, if only 
households can become confident enough 
to lower their saving rate to the 12% level of 
the early 1990s and use up some of their past 
savings. This boost could outweigh the 
much-touted negative effect of a shake-out 
of labour as companies restructure—and, in 
any case, that shake-out might not happen to 
any great extent if the economy as a whole is 
recovering, taking incomes and profits up 
with it. 

Can Japan’s timid consumers be con- 
vinced that all is well? There is probably little 
the government can do, since it has already 
put in the main fixes that it has available: 
massive fiscal boosts, public money for the 
banks and emergency loan guarantees for 
small companies. The Bank of Japan, now 
formally independent of the government, 
could also help by loosening monetary pol- 
icy further (ie, by printing money) in order to 
oil the wheels of commerce and to seek to re- 
verse the price deflation which is itself re- 
straining consumption. There is no sign of 
the Bank doing this, however. 

More probably, the government's most 
immediate role will be a negative one—and 
the big debate is over whether it will be 
merely slightly negative or strongly so. The 
reason is that the governing coalition, 
dominated by the Liberal Democratic Party 
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profits. Among 1,800 listed firms surveyed 
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and its prime minister, Keizo Obuchi, looks 
decidedly wobbly. It has to hold a general 
election by October. Japanese politics is 
highly unpredictable and, although there are 
no polls togo by and little sign of pressure for 
an early election, Mr Obuchi’s team might 
well lose whenever one is held. A new gov- 
ernment, if it were a fairly stable, reformist 
one (a big if}, might boost confidence. But 
meanwhile many deregulatory reforms 
have been put on ice and even into doubt, as 
the Lor and its partners seek to avoid annoy- 
ing any interest groups. Since most Japanese 
are cynical about politics and feel that it is 
somewhat detached from real life, this un- 
certainty will probably be only mildly nega- 
tive. But a very unstable result in the election 
could make things more worrying. 


Red tape and other ills 


Beyond that immediate hurdle, and beyond 
the ever-present worry that a new external 
shock such as an American recession could 
harm Japan, the real question is no longer 
whether recovery is possible but rather 
whether it can be sustained and even rein- 
forced in the longer term. The short-term pic- 
ture is, to repeat, looking brighter: at 4.7%, the 
headline rate of unemployment is still close 
to a post-war record, but total employment 
has risen by 0.6% in the past six months. 
Overtime and the number of jobs on offer 
are both up strongly. And the general mood 
in Japan seems far more positive than itdid a 
year ago. 

In the longer term, the biggest issues— 





| Restocking au 
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| ` barriers to tuming 2% annual cpr growth, 
say, into 4% or better—are microeconomic in 


nature. On this front Japan’s usual afflictions 
of bureaucracy, wasteful investment and a 
dearth of new businesses hardly inspire 
cheer. But the latest stump has brought with 
it new hope of change in Japan's famously 
hidebound business practices. 

Some economists are drawing parallels 
with America in the early 1990s. As in Amer- 
ica, they hope, a surge in rr investment may 
be about to deliver many years of productiv- 
ity-rich growth in Japan. Others seea parallel 
with America in the 19708 and 1980s, as Japan 
becomes more serious about deregulation, 
financial reform and opening up to more for- 
eign competition. The most optimistic 
souls--who must include many share inves- 
tors, since the Tokyo stockmarket has nearly 
doubled in value since October 1998—are ex- 
pecting a restructuring revolution, a supply- 
side revolution, a shareholder revolution 
and an Internet revolution, all wrapped up 
inone. 

Yet the pessimists refuse to be per- 
suaded. Many of them stand in awe of Amer- 
ica, whose eight-year expansion seems, for 
now at least, to have left behind boom-and- 
bust economics altogether. So, they argue, 
has Japan, but for the opposite reason. 
America keeps booming, but Japan stays 
bust: both outcomes invite “structural” ex- 
planations. What is more, Japan’s inherent 
vices become all the more glaring when set 
beside American virtues. American busi- 
nesses invest wisely; Japanese ones squan- 
der their money. American markets are open 
and competitive; Japanese ones are closed 
and cartelised. American businesses face the 
discipline of competitors and shareholders. 
Japanese firms hide from both. 

There are certainly grounds for micro- 
economic concern. Having flirted with de- 
regulation in the mid-1990s, Japan seems to 
be wavering a bit. Deregulation of the retail 
industry is threatened by a new law, to be 
administered by local governments, that 
may allow small shop owners to block the 
expansion of big retailers in their neighbour- 
hoods. A year ago, the posts and telecoms 
ministry was threatening Nippon Telegraph 
and Telephone (ntr), the incumbent mo- 
nopoly, with sharp cuts in the interconnec- 
tion charges it levies on competitors who 
want to use its network. Thanks to pressure 
from the ruling Liberal Democratic Party 
(Lop), the bureaucrats are now siding with 
NTT, which is naturally planning a gentler 
future for itself. 

The banking clean-up has also run into 
the sands. it was given a firm deadline: April 
2001, when the government's full protection 
of bank deposits was to be replaced with a 
partial-protection scheme. That would have 
exposed the weakest lenders to market 
forces. But the deadline has now been 
shoved back by at least a year, perhaps 
more. Ending the emergency programme of 
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SALE OF LIQUIDATED BANK ASSETS 
GHANA 


On 17th January 2000, an Official Liquidator was appointed to liquidate two Ghanaian banks, namely: 


s Bank for Housing and Construction Limited (BHC 
s Ghana Co-operative Bank Limited (Co-op”} 


h January 2000 and depositor balances transferred to other banking Insitutions. 


The two banks ceased trading effective 17t 
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assets include vehicles, office equipment, fixtures and fittings. 


Fhe Official Liquidator invites offers for the whole or part of the portfolios. Offers including a commitment to em ploy 
ex-staff of the two banks are particularly encouraged. 
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Friday 24th March, addressed to: 
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crisis, such stop-gap measures may have 

«made some sense. But if they are left in place 
after the economy recovers, they will serve 
simply to impede structural reform. 

None of this would be quite so worrying 
if it were not for the government's debts. 
With gross public debt nearing 150% of na- 
tional output on some measures, the start- 
ing-point is already fairly scary. Equally 
chilling, though, are the debts that might yet 
fall due. These include the liabilities of the 
banks; the small-business loan guarantees 
(nearing ¥60 trillion ($570 billion), or 12% of 
Gpr, at the last count); and money owed by 
the fiscal investment and loan programme, 
an off-budget public-spending scheme. Its 
loans (equal to about 90% of pp), which are 
financed from post-office deposits and ad- 
ministered by the finance ministry, have 
been bailing out supermarkets, car makers, 
trading houses and other failing companies. 
Unless it is promptly withdrawn again, all 
this extra welfare could become another big 
drain on the public purse. 

This need not spell disaster, however; 
there are other ways of cutting public spend- 
ing. Moreover, as the economy grows, tax 
revenues will rise and the budget deficit 
will shrink. On top of this, there is room 
to raise extra money by increasing taxes 
or broadening Japan’s narrow tax base. 
Tax revenues amount to just 29% of GDP 
in Japan, well below the European Un- 
ion’s 42%. 

Simple? Far from it. These emer- 
gency budgets, guarantees, loans and 
other sops have been channelled tocore 
supporters of the upr year after year, 
keeping it in power long after its sell-by 
date. Weaning Japan off deficit spend- 
ing means taking a knife to the swollen 
construction industry, whose 570,000 
member firms, employing 10% of the 
workforce (a normal figure among rich 
countries is 6-7%), offer unswerving loy- 
alty to their generous patron. 

Withdrawing complete insurance of 
© bank deposits similarly threatens the 
many thousands of shaky credit associa- 
tions, credit unions, and small regional lend- 
ers whose employees turn out regularly to 
vote for their favourite party. Ending the 
loan guarantees means exposing firms that 
shelter under them, such as Japan’s 400,000 
tiny, inefficient wholesalers. As urban tax- 
payers have grown ever more disillusioned 
with the Lpp’s money politics, these special- 
interest votes have become critical to the 
party’s survival. Despite the efforts of youn- 
ger Lpr reformers to change things, Japan is 
still ruled by a party for losers, and it is em- 
bracing the new ones that the economy has 
been throwing up with barely concealed 
glee. Itis this political worry that was the real 
justification for Moody’s recent credit warn- 
ing, despite the economy's improving 
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loan guarantees has also been delayed bya hea 


--year.Inthe middle of recession and financial = 


~ Not all Ja 
tailed, though. And this list includes the 
most important reform of all: deregulation 
of the finance industry. Financial deregula- 
tion holds the potential to pull apart the ket- 
yetsu system of corporate groups, which 
bind banks and businesses together in big, 
semi-feudal families. These groups restrict 
domestic competition, keep foreigners out 
and stifle the growth of new businesses. 
With financial deregulation happening late 
in Japan, banks still control the flow of 
household savings to industry. This money, 
however, is allocated by keiretsu relation- 
ships, which are cemented with cross-share- 
holdings. That has meant far too much going 
to big, mature companies that have largely 
squandered it. 


Shaking the keiretsu 


However, the “big bang” package of finan- 
cial reforms introduced in 1998 has begun to 
rot the keiretsu from the inside. As the big- 
gest owners of cross-holdings of shares, the 
banks sit at the centre of most keiretsu. But 
more competition and new accounting rules 
could be encouraging a less sentimental atti- 
tude to their cross-shareholdings. Slowly, 





they are unwinding them. That is one reason 
why, despite the sharp stockmarket rally, the 
share price of almost one in two Japanese 
companies has actually fallen since October 
1998. If the banks forsake their role as owner- 
lenders, they may make less muddled deci- 
sions about their customers, many of whom 
ought to be put out of business. 

Financial deregulation is also creating 
new outlets for household savings, such as 
the fast-growing mutual-fund industry. 
Since these bypass keiretsu channels, they 
are free to invest in new, fast-growing indus- 
tries. Savers are voting with their feet. Three 
of Japan’s ten biggest mutual funds special- 
ise in putting money into small businesses or 
high-tech industries. Despite all the recent 
talk of backsliding, it is government deregu- 


y : -ation that has provided the opportunities 
pan’s reforms have been de- 


for this new. generation of Japanese entre- 
preneurs, especially in the finance, 17, tele- 
coms and retail industries where most 
young firms cluster. 

Other forces for change lie beyond the 
government’s grasp altogether. Each of the 
big six keiretsu has a full set of industrial and 
financial interests. In the bits of Japan's 
economy that have opened to trade, how- 
ever, keiretsu members face a growing di- 
lemma. Bigger, lower-cost foreign competi- 
tors are putting pressure on car makers, 
banks and oil firms to consolidate with oth- 
ers in their industry. But that means stepping 
outside the warmth of the keiretsu and 
merging with competitors. Some are braving 
the cold. Others are dithering. Last year, Mit- 
sui Marine & Fire, an insurance company be- 
longing to the Mitsui group of companies, 
announced plans to abandon its ketretsu 
and merge with two other non-life insurers. 
This year, Mitsui returned to the fold, throw- 
ing its lot back in with Sakura Bank, in the 
Mitsui group. 

The Internet threatens other ancient and 
malodorous business practices. In Japan’s 
vertically ordered economy, manufacturers 
have sought to control high-street prices by 
restricting distribution to their own 
costly wholesalers and retailers. But the 
Internet empowers the customer. Re- 
cently, Japanese price-discovery web- 
sites (which post comparative prices) 
have begun to combine with powerful 
new discount retailers to undermine the 
old, costly ways of distributing goods. 

Something equally invigorating 
could be taking place among Japanese 
suppliers in general. These, too, have of- 
ten been tied to particular manufactur- 
ers through cross-shareholdings. Busi- 
ness-to-business e-commerce, with its 
promise of open, transparent and com- 
petitive markets for suppliers and man- 
ufacturers, cuts right across the Japanese 
way of doing things. Already, the con- 
sumer-electronics industry's trade asso- 
ciation is working on a common data 
standard that could form the basis of a 
free-for-all Internet-based market for parts 
makers and the big manufacturers. 

Deregulation, globalisation and the 
spread of information technology: the pro- 
blems facing Japanese companies are no 
longer as unique as they were. There is no 
reason to think that the answers they find 
will be all that different, either. Nor is the 
government's backward behaviour much at 
odds with some of Japan’s rich-country 
peers. As in Germany, this may mean only 
mild expansion, which will also mean that 
Japan’s economy will not soon turn the rest 
of the world green with envy. But for a coun- 
try thatis only just emerging from its longest- 
ever recession, even relatively weak growth 
is still something to sing about. 
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> Do currency-forecasting techniques need to be redesigned? 


HESE have not been good times for 
those highly paid folk who forecast cur- 
rency movements. At the start of last year, al- 
most all of them predicted that the euro 
» would climb against the dollar, and that the 
yen and the pound would slide. And what 
happened? The opposite: the euro fell 
sharply against the dollar, and the yen and 
_ the pound have risen. Traditional models 
-used to forecast currencies seem to have de- 
veloped a serious fault. Having seen their old 
bangers break down, some forecasters are 
turning to newer models. Fancier they may 
be, but will they prove any more reliable? 
Behind most exchange-rate forecasting 
> models is the idea that currencies have an 
> equilibrium level to which they will eventu- 
ally return. Awkwardly, however, econo- 
_ mists find it difficult to pin down the factors 
— that determine that equilibrium level; in- 
deed those factors have probably changed. 
— Trade in goods and services was once the 
— linchpin. Then bond markets became more 
_ important. Now, some say, equity markets 
` are increasingly the main force steering ex- 
change rates. 

The oldest theory of foreign-exchange 
equilibrium is purchasing-power parity 
(ppp). This is based on the notion that, in the 
long run, exchange rates should move to a 
level that makes a basket of tradable goods 
and services cost the same in any two coun- 
tries. The Economist’s Big Mac index, which 
compares the price of a Big Mac in different 

7 countries, is a crude version of ppr. But in the 
short and even medium term per might as 
_ well stand for “pretty poor predictor”. Ster- 
ling, for example, has been overvalued on 
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this measure for several years—ie, consumer 
goods, from clothes to cps to hamburgers, 
have consistently cost far more in London 
than in Manhattan or Munich, say. 

A second, related concept of equilibrium 
is the exchange rate that is required to 
achieve current-account balance. If an over- 
valued currency falls towards its ppp, this 
should help to reduce a trade deficit by mak- 
ing exports cheaper and imports more ex- 
pensive. However, if an economy has large 
debt-service payments as a result of years of 
current-account deficits--as in America—it 
will need to run a trade surplus to balance its 
overall current account. So its equilibrium 
exchange rate may, for some time, be below 
the ppp level. 

The Fundamental Equilibrium Ex- 
change Rate (reer) is based on this ap- 
proach. The reer is the exchange rate that 
produces a “sustainable” current-account 
balance. Most estimates suggest that, for the 
dollar, itis around ¥90 and €0.75. On this ba- 
sis, therefore, the dollar is overvalued at its 
current rates of ¥105 and €1.03, 

Both pep and the reer focus mainly on 
the prices of traded goods and services, That 
was fine when tight controls restricted the 
movement of capital around the world. But 
now that those controls have been largely 
scrapped, capital flows have become more 
important than trade in determining ex- 
change rates. Only 1% of all foreign-exchange 
transactions are trade-related. Despite 
America’s huge and growing current-ac- 
count deficit in recent years, the dollar has 
been strong because foreign investors have 
been happy to finance that deficit. 



























On this view, the relative prices of finan- 
cial assets in different countries matter more 
than the prices of goods. Investors will shift 
funds until expected returns are equal, _ 
Things that change expectations about inte 
est rates and bond yields—such as growt 
rates or inflation—~will move exchange rates. 


Revising the manual 


Until recently, the financial assets involve 
were largely governmen: bonds. Interna- 
tional money tended to move in response to 
differences in bond yields. Now, howeve 
some economists reckon that equity markets. 
are increasingly in the driving seat. In the 
past year or so, there has been a strong cor- 
relation between the dollar and the Ameri- 
can stockmarket, and between the yen and. 
the Japanese stockmarket, A net inflow of 
equity capital into both countries: has sur 
ported their currencies. In contrast, the ne 
outflow from the euro zone has more than 
offset its current-account surplus, depress- 
ing the euro. 

Equity markets have become more im- 
portant for two reasons. The first is that they 
have grown rapidly compared with govem- 
ment-bond markets. In 1990 America 
stockmarket capitalisation was only 50% big 
ger than the stock of Treasury bonds. Today 
the value of equities is four times as large (see 
chart). This is partly due tohigher share valu- 
ations, but it is also because the government, 
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now in surplus, is issuing fewer bonds. 

The second reason is that cross-border 
equity investment has increased even more 
dramatically. When they ventured abroad, 
investors used to buy government bonds al- 
most exclusively. Now they are increasingly 
buying equities. In 1990 foreigners’ dealings 
in American Treasury bonds were ten times 
bigger than their equity transactions. By the 
end of last year they were less than twice as 
large—and these figures do not include 
mergers or direct investment. 

There have also been good economic 
reasons for the dollar to move in step with 
American shares. The spurt in productivity 
growth in America has pushed up share 
prices in anticipation of future productivity 
gains, and also improved the competitive- 
ness of American goods, thus increasing the 
dollar's long-term equilibrium level. 

Can the increased influence of stock- 
markets on currency movements be incor- 
porated into a forecasting model? Cameron 
Crise,an analyst at Warburg Dillon Read, has 
tried to do this by making use of equity risk 
premiums. The equity risk premium is usu- 
ally viewed as the extra return that investors 
demand for holding equities rather than 


risk-free bonds. However, Mr Crise suggests 
that it could be viewed in the same way as 
varying risk premiums on different coun- 
tries’ government bonds, meaning that it re- 
flects uncertainty about the relative attrac- 
tiveness of a country’s equity markets. 

The risk premium is thus, he suggests, 
also the market’s best guess of the risk and 
opportunities attached to co: ensus profit 
forecasts. A country such as America, with a 
low equity risk premium, implying that the 
market expects less risk or greater opportu- 
nity for future profits, will attract foreign 
money—and its exchange rate will rise. 

Solong as foreign investors favour Amer- 
ican equities, then, its large current-account 
deficit will not drag down the dollar. Like- 
wise, the yen is unlikely to weaken unless 
and until foreign buying of Japanese equities 
declines. And the euro will recover against 
the dollar, argues Mr Crise, only if the gap be- 
tween equity risk premiums in America and 
Europe is closed. That might happen either 
because belief in America’s new economy 
fades or because Europe also enjoys a pro- 
ductivity spurt, thanks to technology and 
deregulation, which boosts shares. 

Are equity flows any better as a predictor 


than trade or bonds? The key to the dollar's 
future almost certainly lies in Wall Street; a 
bursting of stockmarket euphoria would 
drive the dollar down sharply. But forecast- 
ing when a stockmarket will correct is even 
harder than predicting movements in inter- 
est rates and bond yields. 

Moreover, the new correlation between 
stockmarkets and exchange rates may be 
fickle. A sudden increase in inflation, or a 
global financial crash, could well send inves- 
tors scurrying back to safer bond markets, 
thereby breaking the link between curren- 
cies and shares. 

If (when) America’s stockmarket falls 
sharply, the dollar will surely tumble. How- 
ever, the last thing the fragile Japanese econ- 
omy needs is a stronger yen, which would 
squeeze exports and exacerbate deflationary 
pressures. That is why the Bank of Japan has 
(unsuccessfully) intervened to sell yen sev- 
eral times in recent weeks. The yen probably 
needs to fall. But the only way that both the 
dollar and the yen can weaken is if both cur- 
rencies fall against the euro. A good punt for 
the next year or so: buy euros, whatever the 
models tell you. 

— | 





Fazio’s fables 


| N MOST countries central bankers try to 
| A ward off the unwelcome attentions of 
free-spending politicians. Italy is different. 
Its politicians might be forgiven for want- 
ing a few restrictions on the country’s free- 
talking central bankers. In what seemed 
| like an attack on Silvio Berlusconi—media 
| tycoon, former prime minister and leader 
| of Forza Italia, a right-wing party—Antonio 
| Fazio, the Bank of Italy’s governor, said last 
weekend that “the seeking of personal gain 
| and of profit is incompatible with the car- 
rying out of public functions.” Imag- 
| ine Alan Greenspan, the chairman 
of the Federal Reserve, saying some- 
thing like that. 

Or, indeed, some of the other 
things that Mr Fazio has been saying 
of late. His latest speech was superfi- 
cially about the modern relevance 
of St Thomas Aquinas, At the end of 
February, in the Ciociaria, his home 
region south of Rome, he addressed 
the dioceses of Sora, Aquino and 
Pontecorvo on cultural, economic 
and socio-political petitions and 
commitments for the Holy Year. Last 
November, the governor accompa- 
nied long-serving bank staff to an 
audience with Pope John Paul IL 
“The economy doesnot live without 
ethics and in a framework without 
ideals,” Mr Fazio told the pope, who 





was, presumably, not unaware of that. A 
national symposium on the thought and 
work of Cardinal Pietro Pavan at the end of 
October offered the chance to address the 
association of Italian Christian workers on 
subsidiarity and the new welfare state. Mr 
Fazio, it is clear, does not worship mam- 
mon alone. 

Of course, Mr Fazio also talks about the 
sorts of things that central bankers are sup- 
posed to talk about, such as money, the 
economy and the global financial system. 





But public pronouncements by the gover- 
nor on all manner of other topics are 
increasingly common. 

Some suspect that Mr Fazio harbours 
political ambitions. The central bank, 
which has been untainted by the scandals 
that have rocked Italian politics in recent 
years, seems a fine place from which to 
pursue them. Carlo Ciampi, Mr Fazio's 
predecessor, was drafted in as prime min- 
ister in 1993's political emergency. Before 
becoming president last year, he had been 
treasury minister for three years, during 
which time Italy qualified for membership 
of the euro. Lamberto Dini, who was the 
central bank’s director-general from 1979 to 
1994 and whose hopes of taking 
over from Mr Ciampi as governor 
were dashed by Mr Fazio’s appoint- 
ment, was subsequently both trea- 
sury minister and prime minister. 
Mr Dini now has his own political 
party and has been foreign minister 
for almost four years. 

There is another reason for Mr 
Fazio’s high profile, suggest mischie- 
vous observers. The governor now 
has more time on his hands, since 
the central bank’s responsibilities 
for monetary policy were handed 
over to the European Central Bank 
just over a year ago. Writing the gov- 
ernor’s speeches occupies staff who 
might otherwise be at a loose end. 
Perhaps the pope might be tempted 
to offer a moral of his own: the devil 
makes work for idle hands. 
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European stock exchanges 


Yes, there’s life! 


Europe’s stock exchanges are at last responding to the many competitive 
threats to their existence. Not a moment too soon 


FTER two years of procrastination, Eu- 
rope’s stock exchanges have suddenly 
sprung into life. Members of the London 
Stock Exchange (Lse) voted on March 15th to 
demutualise, giving the exchange a mandate 
to pursue mergers across Europe. On the 
same day, Belgium’s finance minister, Didier 
Reynders, said that the Brussels exchange 
was in “advanced stages” of talks with its 
Amsterdam and Paris rivals about a possible 











merger. If it proceeds, it will be the first cross- 
border merger among Europe’s stock ex- 
changes; the combined exchange will be Eu- 
rope’s second biggest after London. 
Despite protestations to the contrary, it 
-> has been an open secret that the putative 
_- eight-strong alliance of European stock ex- 
< changes, led by London and Frankfurt, is all 
but dead. In part, this is because other ex- 
changes became miffed that Deutsche 
Borse, and its boss, Werner Seifert, wanted to 
be in the driving seat. Many were irked that 
the German exchange wanted to foist its age- 
ing Xetra trading system on them. 

But without the alliance, what then? Eu- 
rope’s exchanges face increasing compe- 
_ tition. Tradepoint, which was the catalyst 
_ that prompted London to move from mar- 
ket-making to an order-driven system, 
hopes to grab more business after an injec- 
tion of capital from investment banks last 
year. Nasdaq (Europe) aims to offer pan- 
European Internet trading for retail investors 
from the end of this year. Easdaq, Europe's 
version of Nasdaq, claims the advantage that 
itis up and running, even if it has failed toat- 
tract many high-growth stocks. Only last 
~ month, Stockholm’s om group and Morgan 
_. Stanley Dean Witter announced that they 
— weresetting up the oddly named Jiway at the 
— end of this year to offer retail brokers the 
_ cheap trading and settlement across Europe 
. that they have been clamouring for. 
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Of the traditional exchanges, Brussels is 
in the biggest mess. Mr Reynders made his 
comments at a meeting to address its trou- 
bles, not least a 20% fall in the Bel 20 index 
since the beginning of the year. On March 
gth, Bekaert, a steel-cord and wire maker, 
threatened to list in London. Fortis, a bank- 
ing group, and ucs, a drug firm, are also un- 
happy with the Belgian market. Olivier Le- 
febvre, the exchange’s boss, said last month 
that a merger with other exchanges was a 
possibility once its back office had been inte- 
grated with its European neighbours. 

Although no decisions have been taken, 
officially at least, a three-way tie-up makes 
sense, but perhaps not in the way envisaged. 
Paris, the biggest of the three, would become 
the board for blue chips. Amsterdam would 
host the three countries’ futures and options 
business. And Belgium? Belgium would get 
the high-growth small stocks that it so sadly 
lacks now. Not that it necessarily will: in Eu- 
rope, this sector is dominated by Deutsche 
Borse’s Neuer Markt. 

There may well be a merger of clearing 
systems in the offing as well. Investors would 
be delighted, because settlement is where 
most of the costs are. Technology develop- 
ment at the tse is largely and expensively 
contracted out to Andersen Consulting. 
France’s spr has long peddled its technology 
and clearing as sources of income. ssr pulled 
out of the merger of Cedel and Deutsche 
Borse Clearing to form Clearstream when 
they proposed using the Swiss-German Eu- 
rex rather than spr’s Clearnet. The French 
formed a rival alliance with Brussels-based 
Euroclear and will shortly sign a deal under 
which Clearnet will provide netting facilities 
for pan-European deals. The Dutch and Bel- 
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gians are likely to join this arrangement. 

What of Europe’s big two? To help it to 
dominate European stockmarkets, the Deut- 
sche Börse also wants to float. Its manage- 
ment thinks it will be worth $15 billion-2 bil: 
lion. (London, though a bigger market by far, 
is worth perhaps $640m, reckon analysts.) 

Compared with these ambitions, the 
se's demutualisation and stately progress to 
a flotation look underwhelming. On March 
8th, it said that it would use the London 
Clearing House to act as a central counte 
party. Since. there isn’t one at the momen 
this would reduce the riskiness of trading on 
the exchange. But this will happén only ina 
year’s time. Gavin Casey, the exchange’s 
chief executive, insists that the exchange is 
“calm, not complacent”. Stockmarkets: are 
politically sensitive; progress is made by per- 
suasion and negotiation. Perhaps, but there 
are times when a less leisurely approach is 
surely called for. 
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Technology shares 
To infinity 
beyond 


« 
NEW YORK 


and 


AVING surged past the 5,000 mark last 

week, Nasdaq, that repository of all 
that is brightest in America’s new economy, 
was this week looking distinctly jaded. But 
an investor lucky enough to have held a fa- 
voured technology stock such as Rambus. 
(up fivefold on the month; and who might 
have wanted to Jock in his gains by buying a’ 
put option (the right to sell), would havehad: 
to shell out some 25% of the share’s value. The 
reason? Option traders are both being hurt 
by and contributing toan ever-more-volatile 
market. 

Volumes in equity options have surged. 
Last year, the American Stock Exchange 
(Amex) traded 4,000 options aday,onasecu- 
rity based on 100 0f the most prominent non-. 
financial companies listed:on Nasdaq. This 
year, it trades 50,000. There has been asimi- 
lar increase in options on individual shares... 
At the Pacific Exchange, daily volumes dou- 
bled last year to 300,000 contracts. They have 
risen by two-thirds so far this year. 

Has this surge in options activity been 
exacerbating movements in underlying. 
markets? Volatility in the 100 most promi- © 
nent stocks on Nasdaq has increased by a: 
third over the past year. But the volatility 
numbers that traders plug into their models 
have increased far more than the actual in- 
crease in volatility would seem to warrant. 

The effect has been a huge increase in op- 
tion prices. To cite one case, the cost of a put 
on Cell Pathways, an unprofitable biotech 
firm (up by 500% in the past vear),is fully half 
the cost of its shares. This extra cushion that 


85 







































POR OM OAM 











| 
| 
| 
i 
i 
t 
i 
| 
Í 
{ 
$ 
i 


Oo E EARE S 
the pmomed yolatil 





traders are demanding implies either that 
people expect markets to become even more 
volatile or, more likely, that traders no longer 
pay much attention to their pricing models. 
Why might that be? One of the more-or- 
less unrealistic assumptions that traders 
feed into those models is that markets are 
liquid. To hedge options that they have sold, 
sellers usually offset their positions by either 
buying or selling the underlying shares. This 
isnotalways possible, as was famously dem- 
onstrated in the 1987 crash. Dumping stocks 
in a market whose liquidity had all but dis- 
appeared drove the market down further. 
The recent problems faced by options 
folk have been of an altogether different sort: 
they have not been able to get their hands on 


2000. 
ity in an. 


shares on which they have sold calls 
(the right to buy). “These stocks 
don't crash down, they crash up,” 
said an exhausted trader on Amex. 

Traders saw the first sign of a 
change early last year. One recalls 
seeing shares in Yahoo! abruptly 
rise, then do so again and again. At 
one point, the Nasdaq screen which 
provides a list of bid and asked 
prices showed no Yahoo! shares be- 
ing offered for sale at any price. 
Faced with a shortage of stock, op- 
tions sellers panic buy; as they 
scramble to cover positions, they 
force prices—and volatility—higher. 

It has happened a number of times since 
in other shares. For some, the consequences 
have been brutal. A trader at Letco, an op- 
tions market-maker, is said to have lost $30m 
after arranging a fancy options strategy on 
Qualcomm. Susquehanna Investment 
Group, another market-making outfit, sup- 
posedly lost $19m trading options on eBay. 
Though both deny the rumours, in each case, 
according to gossip, the problem was how 
rapidly shares rose. 

The more interesting question is what 
would happen when it is not offers that dry 
up, but bids. Egged on by options traders, 
equity markets might then become more vo- 
latile still. 














Japanese banks 
Merging, Japan- 
style 


HERE was no hoopla about the transfor- 

mation of the economy, or the threats to 
Wall Streets finest. Compared with the 
merger of Deutsche and Dresdner, Ger- 
many’s two biggest banks, there was, indeed, 
very little said about the creation of the 
world’s third-largest bank by assets. Perhaps 
this was because the signing-up by Sanwa, a 
big Japanese city (commercial) bank toa pre- 
viously announced union between Tokai 
and Asahi, two other big banks, announced 
on March 14th, promises so little. The truth is 
that change in the Japanese banking system 
remains grindingly slow. 

The Sanwa deal is the fourth in recent 
months. In October, Industrial Bank of Ja- 
pan, Dai-ichi Kangyo and Fuji announced 
that they would merge to form the world’s 
biggest bank, measured by assets. Two other 
mergers were also announced that month: of 
Tokai and Asahi, a big regional bank, and of 
Sakura and Sumitomo. Of the nine big city 
banks, Bank of Tokyo-Mitsubishi, at present 
Japan’s biggest bank, and Daiwa Bank are 
the only ones not to have found a partner. 

The Sanwa/Tokai/Asahi deal looks sensi- 





Broken Thais 

































BANGKOK 


| 
| 
| HE facts of the case seemed obvious, 
| but in Thailand you never know. So on 
| March ı5th, when the country’s new bank- 
| ruptcy court issued its first big ruling, 
everybody bar the debtor was relieved. 
The court declared that Thai Petrochemi- 
i cal Industries (rr1)}, which is Thailand’s big- 
| gest non-paying debtor with $3.5 billion in 
| debts, was insolvent. It will thus be thrown 
| into the country’s official reorganisation 
| process, and run by a court-appointed ad- 
| ministrator as its debts are worked out. Al- 
| though rrr had failed to service its debts for 
| over two years, the company argued thatit 
| was still solvent, and that it should thus be 
free to keep negotiating on its own terms: 
ie, stubbornly. 
| The ruling is a big victory in Thailand’s 
| efforts to clean up its bad debts, which are 
| proportionately among the highest in the 
| region. At theend of January non-perform- 
| ing loans amounted to 2.1 trillion baht ($55 
| billion)—38.7% of banks’ total loans. One of 
| the biggest hurdles to doing something 
| about these has been the country’s ineffec- 
| tive legal process, which the head of one 
| Thai bank describes as “probably the 
| weakest in East Asia”. 


Thailand has made several changes to 
try to correct this. In 1998 it established a 
formal reorganisation process, as an alter- 
native to liquidation. A year ago parlia- 
ment amended the bankruptcy law to 
make it harder for a handful of creditors to 
hold-up the process. Parliament also made 
it simpler for secured creditors to grab 
debtors’ assets. And most prominently, it 
established a new national bankruptcy 
court, which began operating last June. But 
many of these changes were held up for 
months in Thailand’s Senate which, coinci- 
dentally, includes a number of prominent 
businessmen, such as Prachai Leophaira- 
tana, Ters controlling shareholder. 

The tP! case was the new court's first 
big chance to prove that its judges are fi- 
nancially literate. Although the company 
has been failing to service its debts, it 
claimed that it is solvent because its liabil- 
ities were smaller than its assets, which the 
management values at replacement cost. 
tpr's creditors countered that this was irrel- 
evant, since the company is unable to gen- 
erate enough cashflow to pay off its debts. 

The three judges sided with the credi- 
tors but would not agree to appoint their 


chosen administrator. The company’s 147 
creditors will have to recommend some- 
body else. If they are able to sort out the 
company’s debts, it will make a further | 
dent in the country’s bad loans. | 
More important, the case might en- | 
courage more creditors to haul recalcitrant | 
debtors into court. Many have been negoti- 
ating under a programme arranged by the 
Bank of Thailand, with specific timetables 
for talks. As deadlines were reached in the | 
final quarter of last year,thecountry’snon- | 
performing loans at last began to fall from | 
over 47% of the total in the middle of last | 
year. Most of these negotiations have been i 
conducted outside the courts. The wish | 
among creditors and investors is that this | 
week's decision will give creditors more | 
clout. | 
Perhaps they should not get their | 
hopes up too much. This week’s ruling is | 
clearly helpful. But Thailand’s legal system | 
is based on civil law,so the case may not be | 
treated asa precedent by otherbankruptcy | 
judges. Kitipong Urapeepatanapong, a 
lawyer at Baker & McKenzie in Bangkok 
and an adviser tothe governmentonbank- | 
ruptcy reform, argues that the law needs to | 
be changed to give judges stricter guide- | 
lines. Still, this week, at least, the new court | 
showed that some of its judges get the i 
point. | 
i 
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Three’s company 


ble enough. Sanwa is strong in Osaka, Asahi 
in Tokyo and Saitama, and Tokai in Nagoya, 
so the three make a pleasing geographical fit. 
All, moreover, are concentrating on the retail 
and small-business market, which makes a 
nice and potentially profitable change from 
the wholesale lending strategies tradition- 
ally beloved of big Japanese banks. 

On the other hand, a lack of overlap 
means that cost-cutting will be difficult. The 
banks say that they will close 100-150 
branches. But this claim should be taken 
with a pinch of salt—they will not start clos- 
ing anything until 2003 at the earliest. Tat- 
suro Ito, Asahi’s president, said that the bank 
would think about job cuts “later”. 

Technology might be another area for 
cutting costs. But rather than scrap their ex- 
isting systems, the three have chosen to inte- 
grate them. Sceptics say that this decision 
means the banks’ claims that they will save 


some ¥30 billion-so billion a year on 
IT costs are wildly optimistic. More 
generally, their enthusiasm for dras- 
tic cost-cutting can be gauged by the 
fact that the three banks will be put 
into a holding company, presided 
over by three chairmen. 

Although big Japanese banks are 
getting bigger, there is little evidence 
that they are getting much better. 
Certainly, thanks in part toa massive 
transfusion of taxpayers’ money, 
they are no longer in crisis. And as 
long as the economy is relatively be- 
nign, bad debts are unlikely to pileup 
at a fearsome rate (although the 
sharp increase in bankruptcies in 
February is cause for worry). 

Yet too many still have an awful 
lot of bad debts left on their books. 
Having written off a gargantuan ¥50 
trillion ($440 billion) of bad debts 
since 1995, the 17 largest banks claim 
that they now have some ¥19.5 trillion of bad 
and doubtful debts. But James Fiorillo, an 
analyst at ING Barings, reckons that the true 
figure is closer to ¥35 trillion, of which per- 
haps ¥7 trillion—some two years’ worth of 
operating profits—is either uncollateralised 
or unreserved. Yet in the financial year end- 
ing on March 3ist, they say that they will 
write off only a fifth of the ¥10 trillion that 
they wrote off last year. And with outstand- 
ing bank loans still around 100% of cpp, 
lending remains horribly unprofitable. Of 
themselves, mergers will barely change this. 

Still, Japanese banks are at last recognis- 
ing that they must do something. Compe- 
tition from foreign banks or other businesses 
wanting to get into banking—such as Sony or 
Ito-Yokado, a big supermarket chain—is 
shaking up Japan’s banking market. Unlike 
most big Japanese banks, at least this new 
one has a strategy to cope. 

á s 





American insurance 


Aetna explodes 


NEW YORK 


NSURERS are in the business of assessing 

risk. But few have been able to grasp the 
risks of getting into managed care. Ask 
Aetna, America’s largest health insurer. On 
March 12th, the company said that it would 
sell some overseas units and split the rest of 
its Operations into two, separating financial 
services from health care and pensions. The 
move is a rejection of an offer of $10 billion 
for the firm made a few days earlier by Well- 
Point Health Networks, a managed-care 
company, and ING, a Dutch bank. 

Since its heyday in the early 1990s, the 
managed-care industry has fallen on hard 
times. Profit margins have fallen by almost 
half since 1994; investors, who once flocked 
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to the sector, are now giving it a wide berth. 
Other managed-care firms have also fallen 
foul of investors. But with 22m customers, 
Aetna’s woes are striking. 

Five years ago, Aetna was a big, distin- 
guished insurer, but it was worried about 
shrinking margins and a falling market 
share. So it decided to turn itself into a 
health-maintenance organisation (HMO), a 
type of business that now dominates the 
country’s private health-care industry. 

Its aim was to trade a relatively stodgy 
business of understanding and pricing risk 
for one that helped to reduce it. In effect, this 
meant improving on an insurance com- 
pany’s actuaries guesses at what people 
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might spend on health care by superimpos- 
ing the medical professionals and protocols 
that could control it. HMos have captured 
most of the corporate-benefits market by 
promising to keep in check the health-insur- 
ance premiums paid by America’s large 
firms, which were once escalating rapidly. 

Aetna and others kept to this promise for 
a time, clamping down on medical proce- 
dures and tests doled out by free-wheeling 
doctors and hospitals. But an increasingly 
heavy drugs bill, rising consumer expecta- 
tions and doctors’ resistance have combined 
to start sending medical costs up again by 
6-8% a year. In an effort to reassure investors 
about their profitability, managed-care 
firms have been raising their premiums; the 
average increase for 2000 is expected to be at 
least 10%. Yet Aetna failed to assuage inves- 
tors’ fears. Its share price has fallen sharply in 
recent months. Since investors would have 
preferred a takeover, Aetna’s latest propos- 
a's brought little relief: investors have again 
dumped the firm’s shares. 

Although Aetna is not alone in its tra- 
vails, it has a number of unique problems. It 
paid $1 billion for three HMos in recent 
years. The first of these, us Healthcare, was 
bought at an extravagant premium; the most 
recent, Prudential HealthCare, brought its 
own set of financial troubles to the union. 
Mergers between managec-care firms arees- 
pecially tough, because their information 
systems, and the policies they offer, are very 
different. Managing three of them in as 
many years is asking for trouble. 

Aetnaisalso very exposed to the difficul- 
ties of Medicare, America’s federal health- 
insurance scheme for the elderly. Roughly a 
quarter of its $18.5 billion annual health-care 
revenues come from this market. Since 
Medicare is financed by the federal govern- 
ment, which is keen to cut costs, HMos have 
been unable to raise premiums in this area 
by more than 2-3%a year, even though theel- 
derly are the costliest people of all to look 
after. Many analysts think that Aetna should 
pull out of the Medicare market altogether, 
as many of its peers did last year. 

It would also benefit from better man- 
agement skills. Aetna is famously heavy- 
handed with physicians, tying them up in 
restrictive contracts, and has been cited re- 
cently in a number of class-action suits by 
patients, Its previous chief executive, Rich- 
ard Huber, made harsh comments about 
weeping widows and ambulance-chasing 
lawyers. The new head, William Donaldson, 
a former chairman of the New York Stock Ex- 
change, will need to tread more deftly. 

Without big changes, Aetna’s new 
health-care company is unlikely to prosper. 
Because of antitrust concerns, few, apart 
from healthy WellPoint, are likely to bid for 
it. America’s health-care industry now swal- 
lows up some 14% of Gpr, but itis not an easy 
business to thrive in. 
= 
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Slimming the 


Bretton Woods duo 


Is America’s Congress out to revitalise the IMF and the World Bank, or to 


ruin them? 


HEN a report sponsored by Amer- 

ica’s Congress, and embraced by se- 
nior Republicans, argues that the imr and 
the World Bank should be radically scaled 
back, but that foreign aid to the poorest 
countries should be dramatically in- 
creased, it is hard not to be cynical. Amer- 
ica is one of the world’s stingiest donors of 
foreign aid. It spends a measly 0.1% of GDP 
on development aid a year, by far the low- 
est of any industrialised country. In count- 
less budget battles Republicans have 
masked their parochialism with rhetoric 
about international bureaucracies and 
contempt for corrupt foreign countries. 

Put aside that cynicism. Does this re- 
port (known as the Meltzer report, after the 
committee’s Allan Meltzer of Carnegie- 
Mellon University, and signed by Jeffrey 
Sachs, a well-known development econo- 
mist at Harvard) offer sensible principles 
for reforming international financial insti- 
tutions and for rebuilding a consensus for 
foreign aid in America? 

The report argues that the imr should 
concentrate on one big market failure: fi- 
nancial panics in which solvent econo- 
mies cannot borrow. It should stop having 
detailed loan agreements with economic 
strings attached. To be eligible for mr sup- 
port, countries should pass four precondi- 
tions, including adequately capitalised 
banks and a yet-to-be-determined crite- 
rion for fiscal prudence. The money should 
be lent short-term and at penal rates. Only 
in systemic crises should non-eligible 
countries receive Fund bail-outs. And it 
should not lend at subsidised rates to the 
poorest countries. 

This vision of the mF providing liquid- 
ity to healthy countries as a central bank 
might provide it to healthy banks is not 
new; a small library of academic papers is 
devoted to the subject. It is, nonetheless, 
appealing. How much better to have a 
clearly focused imr than today’s grubby 
combination of geopolitical slush fund 
and emerging-economy schoolmaster. Un- 


fortunately, the appealing principle does 


not translateeasily into prac 





Itis, first of all, impossible to devise pre- 
conditions ensuring that basically sound 
but strapped-for-cash countries get IMF 
money. Make eligibility conditions too 
stringent and too few countries would 
qualify; but bail-outs of big countries 
would be justified because of “systemic 
risk”. Make them too loose and moral haz- 
ard would increase because investors 
would expect bail-outs of too many coun- 
tries. But the Meltzer report is, nonetheless, 
a sensible direction for imr reform. Coun- 
tries with better banking systems and more 
prudent economic policies should have 
easier access to money at lower interest 
rates than those that do not. The IMF 
should provide.incentives for countries to 
aspire to better financial standards. 


Developing principles 

Underlying the report’s vision for the de- 
velopment banks such as the World Bank 
is a similarly attractive principle. In a world 
where private capital flows to poor coun- 
tries dwarf official assistance, develop- 
ment banks should do what markets can- 
not or will not do. They should provide 
international public goods (such as re- 
search into the treatment of tropical dis- 
eases) and should transfer resources to al- 
leviate poverty in the very poorest 
countries, and those that do not have ac- 
cess to private capital. 

That hardly seems today’s practice. Ac- 
cording to the report, some 70% of the 
Bank’s non-concessional lending over the 
past seven years has gone to 11 countries 
(including China, Argentina, Mexico and 
Brazil) that had access to capital markets. 
And, it says, almost half of the Bank’s lend- 
ing to countries with access to capital mar- 
kets in the 1990s went to activities from 
which the private sector can profit. 


Given that poverty alleviation is the 
Bank’s ostensible goal, this is odd. It is true 
that the Bank’s lending has become more 
focused on social sectors recently, and it is 
also true that the majority of the world’s 
poor people live in countries such as China. 
or Brazil, which do have access to capital 
markets. But, as the report points out, the 
fact that there are poor people in a country 
with such access does not self-evidently 
justify lending by the Bank. 

Often, such countries’ failure to spend 
on the poor is down to bad budgeting. That 
is why the report recommends phasing out 
all development-bank lending to countries 
with investment-grade ratings, or an in- 
come per head of over $4,000. Instead, re- 
sources should focus on the poorest: coun- 
tries with income per head of less than 
$2,500. Those in between, and those with 
erratic access to capital markets, would get 
limited aid. Again, however, the attractive 
principle faces a murky reality. Countries’ 
access to private capital is more limited 
than aggregate figures would suggest. 

On occasion, the Bank can be a catalyst 
for private-sector money. In the aftermath 
of Asia’s crisis, Bank guarantees helped to 
speed up countries’ return to the capital 
markets. And with the advice and condi- 
tions it attaches to its loans, World Bank 
lending arguably fosters good economic 
policy better than the private sector. But 
even these qualifications do not under- 
mine the basic direction of sensible reform: 
not to concentrate resources on countries 
with access to capital markets. 

The real risks of refocusing the Bank 
more explicitly on the poorest countries are 
political. The Bank itself is a mechanism to 
raise resources for the poorest. Roughly a 
third of the Bank’s profits are spent on debt 
relief and subsidised loans. In principle, as 
the Meltzer report suggests, it might be 
more efficient just to spend the money di- 
rectly. The danger, however, is that the 
Bank’s shareholders would use this as an 
excuse to cut their own foreign-aid budgets 
still more. Then you would lose the Bank's 
benefits for middle-income countries and 
also have less money for the poorest. To ex- 
pect such an outcome would, of course, be 
much toocynical. 
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SCIENCE AND TECHNOLOGY 


Computing’s new lodestone 


Magnetism, until now overshadowed in computing by its cousin electricity, 


could soon enter the spotlight 


N A modern computer, electronic and 

magnetic storage technologies play com- 
plementary roles. Electronic memory chips 
are fast but volatile (their contents are lost 
when the computer is unplugged). Magnetic 
tapes and hard disks are slower, but have the 
advantage that they are non-volatile, so that 
they can be used to store software and docu- 
ments even when the power is off. 

In laboratories around the world, how- 
ever, researchers are hoping to achieve the 
best of both worlds. They are trying to build 
magnetic memory chips that could be used 
in place of today’s electronic ones. These 
magnetic memories would be non-volatile; 
but they would also be faster, would con- 
sume less power, and would be able to stand 
up to hazardous environments more easily. 

Such chips would have obvious applica- 
tions in storage cards for digital cameras and 
music-players; they would enable handheld 
and laptop computers to boot up more 
quickly and to operate for longer; they 
would allow desktop computers to run 
faster; they would doubtless have military 
and space-faring advantages too. But 
although the theory behind them 
looks solid, there are tricky practical 
problems that need to be overcome. 


Resistance is useful 


Two different approaches, based on 
different magnetic phenomena, are 
being pursued. The first, being investi- 
gated by Gary Prinz and his col- 
leagues at the Naval Research Labora- 
tory (NRL)in Washington, pc, exploits 
the fact that the electrical resistance of 
some materials changes in the pres- 
ence of a magnetic field—a phenome- 
non known as magnetoresistance. For 
some multi-layered materials this ef- 
fectis particularly powerful and is, ac- 
cordingly, called “giant” magneto- 
resistance (GMR). 

Since 1997, the exploitation of 
GMR has made cheap multi-gigabyte 
hard disks commonplace. The mag- 
netic orientations of the magnetised 
spots on the surface of a spinning disk 
are detected by measuring the 
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changes they induce in the resistance of a 
tiny sensor. This technique is so sensitive 
that it means the spots can be made smaller 
and packed closer together than was previ- 
ously possible, thus increasing the capacity 
and reducing the size and cost of a disk drive. 

Dr Prinz and his colleagues are now ex- 
ploiting the same phenomenon on the sur- 
face of memory chips, rather than spinning 
disks. In a conventional memory chip, each 
binary digit (bit) of data is represented using 
a capacitor—a reservoir of electrical charge 
that is either empty or full—to represent a 
zero or a one. In the NRL’s magnetic design, 
by contrast, each bit is stored in a magnetic 
element in the form of a vertical pillar of 
magnetisable material. A matrix of wires 
passing above and below the elements al- 
lows each to be magnetised, either clockwise 
or anti-clockwise, to represent zero or one. 
Another set of wires allows current to pass 
through any particular element. By measur- 
ing an element's resistance you can deter- 
mine its magnetic orientation, and hence 
whether it is storing a zero or a one. 





Since the elements retain their magnetic 
orientation even when the power is off, the 
result is a non-volatile memory. Unlike the 
elements of an electronic memory, a mag- 
netic memory’s elements are not easily dis- 
rupted by radiation. Anc compared with 
electronic memories, whose capacitors need 
constant topping up, magnetic memories are 
simpler and consume less power. The NRL 
researchers plan to commercialise their de- 
vice through a company called Non-Volatile 
Electronics, which recently began work on 
the necessary processing and fabrication 
techniques. But it will be some years before 
the first chips roll off the production line. 

Most attention in the field is focused on 
an alternative approach based on magnetic 
tunnel-junctions (mys), which are being in- 
vestigated by researchers at chip makers 
suchas 1M, Motorola, Siemens and Hewlett- 
Packard. 1Bm’s research team, led by Stuart 
Parkin, has already created a 500-element 
working prototype that operates at 20 times 
the speed of conventional memory chips 
and consumes 1% of the power. 

Each element consists of a sandwich of 
two layers of magnetisabie material sepa- 
rated by a barrier of aluminium oxide just 
four or five atoms thick. The polarisation of 
the lower magnetisable layer is fixed in one 
direction, but that of the upper layer can be 
set (again, by passing a current through a ma- 
trix of control wires) either to the left or to the 
right, to store a zero or a one. The polarisa- 
tions of the two layers are then in either the 
same or opposite directions. 

Although the eluminium-oxide 
barrier is an electrical insulator, it is so 
thin that electrons are able to jump 
across it via a quantum-mechanical 
effect called tunnelling. It turns out 
that such tunnelling is easier when 
the two magnetic layers are polarised 
in the same directior than when they 
are polarised in opposite directions. 
So, by measuring the current that 
flows through the sandwich, it is pos- 
sible to determine the alignment of 
the topmost layer,and hence whether 
itis storing a zero or a one. 

To build a full-scale memory chip 
based on mrtyjs is, however, no easy 
matter. According to Paulo Freitas, an 
expert on chip manufacturing at the 
Technical University of Lisbon, mag- 
netic memory elements will have to 
become far smaller and more reliable 
than current prototypes if they are to 
compete with electronic memory. At 
the same time, they will have to be 
sensitive enough to respond when the 
appropriate wires in the control ma- 
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trix are switched on, but not so sensitive that 
they respond when a neighbouring element 
is changed. Despite these difficulties, the 
general consensus is that mrjs are the more 
promising idea. Dr Parkin says his group 
evaluated the mR approach and decided 
not to pursue it, despite the fact that 18m pio- 
neered GMR in hard disks. Dr Prinz, how- 
ever, contends that his plan will eventually 
offer higher storage densities and lower pro- 
duction costs. 

Not content with shaking up the multi- 
billion-dollar market for computer memory, 
some researchers have even more ambitious 
plans for magnetic computing. In a paper 
published last month in Science, Russell 
Cowburn and Mark Welland of Cambridge 
University outlined research that could form 
the basis of a magnetic microprocessor—a 
chip capable of manipulating (rather than 
merely storing) information magnetically. 

In place of conducting wires, a magnetic 
processor would have rows of magnetic 
dots,each of which could be polarised in one 
of two directions. Individual bits of informa- 
tion would travel down the rows as magnetic 
pulses, changing the orientation of the dots 
as they went. Dr Cowburn and Dr Welland 
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have demonstrated how a logic gate (the ba- 
sic element of a microprocessor) could work 
in such a scheme. In their experiment, they 
fed a signal in at one end of a chain of dots 
and used a second signal to control whether 
it propagated along the chain. 

It is. admittedly, a long way from a single 
logic gate to a full microprocessor, but this 
was true also when the transistor was first in- 
vented. Dr Cowburn, who is now searching 
for backers to help commercialise the tech- 
nology, says he believes it will be at least ten 
years before the first magnetic microproces- 
sor is constructed. But other researchers in 
the field agree that such a chipis the next log- 
ical step. Dr Prinz says that once magnetic 
memory is sorted out “the target is to go after 
the logic circuits”. 

Whether all-magnetic computers will 
ever be able to compete with other contend- 
ers that are jostling to knock electronics off 
its perch—such as optical, biological and 
quantum computing—remains to be seen. 
Dr Cowburn suggests that the future lies 
with hybrid machines that use different 
technologies. But computing with magne- 
tism evidently has an attraction all its own. 
= a . s 








Forests of fear 


fs yah: plantations are generally 
monocultures, but in natural forests, 
many species thrive. Why that should be 
is one of those questions that is so obvious 
that people rarely bother to ask it. Alissa 
Packer and Keith Clay, of Indiana Univer- 
sity, have, however, not only asked it, but 
believe they have the answer. 

That answer, just published in Na- 
ture, is that parental trees are unwitting 
agents of destruction of their nearby off- 
spring. They attract specialist pathogens 
which kill seedlings of the same species. 
This allows seedlings from other species, 
not susceptible to the pathogens, to germi- 
nate without competition. 

Dr Packer and Dr Clay studied the 
black cherry, a tree that is common in In- 
diana and other areas of eastern North 
America. First, they established that 
black-cherry seedlings growing near adult 
trees did, indeed, do badly. They followed 
the fates of seedlings growing around six 
mature cherries and found that the aver- 
age distance from the trunk of a recently 
germinated seed was several metres less 
than that of seedlings that had managed 
to establish themselves a few months 
later. If seedlings were dying at random, 
there should have been no difference. Be- 
ing close to an adult was thus a bad thing. 

To test their idea that it was specialist 
parasites (probably in the form of fungi) 
that were causing the problem, they col- 











A bad parent 


lected soil from within five metres of ma- 
ture cherry trees, and from 25-30 metres 
away from such trees. Half of each batch 
of soil was heated in order to sterilise it. 
Half was left untreated. | 
Seeds planted in soil collected a long 
way from an adult cherry did well, regard- 
less of whether the soil was heat-treated or 
not (80-90% survived). Those in sterilised 
soil from close toan adultdid equally well. 
But in unsterilised soil from near an adult, 
the survival rate was only 30%. Adult trees 
may not exactly eat their own children, 
but they certainly attract things that do. 








X-ray lasers 
Megazap 


HAMBURG 


ICROWAVES, light and x-rays have 

one thing in common: they are all part 
of the spectrum of electromagnetic radia- 
tion. The laser,and its older cousin the maser, 
have provided intense, narrow beams of 
light and microwaves for decades. But scien- 
tists are still struggling to make an analogous 
device for x-rays, which might if it existed be 
called a xaser. 

Recently, a big step in that direction was 
made by Jörg Rossbach and his colleagues at 
Deutsches Elektronen-Synchrotron in Ham- 
burg. They were able to extract intense 
beams of ultraviolet light out of a 100-metre- 
long souped-up particle accelerator. The re- 
searchers are confident that a scaled-up ver- 
sion of their device several kilometres long 
could produce mind-bogglingly intense x- 
ray beams. Although not exactly pocket- 
sized, such a xaser promises to revolutionise 
many aspects of x-ray science, including the 
study of protein structure. 

Electromagnetic radiation is produced 
by accelerating electrons. In lasers, the elec- 
trons are bound in atoms or stuck in a piece 
of semiconductor crystal. Xasers, by con- 
trast, would use a beam of electrons acceler- 
ated to very nearly the speed of light. The ac- 
celerated electrons would pass between two 
long rows of magnets whose poles alter- 
nated between north and south every few 
centimetres along the beam’s path. The mag- 
nets would make the electrons weave along 
their path like a slalom skier. This weaving 
involves an acceleration, which produces 
electromagnetic radiation ateach bend. 

If the electrons were travelling at more 
modest speeds, the resulting radiation 
would be microwaves. But the relativistic ef- 
fects associated with travelling close to the 
speed of light push the radiation towards the 
x-ray end of the electromagnetic spectrum. 
This way of making x-rays is known as un- 
dulator radiation. Yet, although undulators 
that exist today can produce x-ray beams 
over a billion times more intense than those 
from a dentist’s x-ray tube, the analogy with 
a laser is not complete. 

Thatcan beachieved only by amplifying 
the radiation by getting the electrons in a 
beam to radiate in unison. When this hap- 
pens, the intensity is not just proportional to 
the number of electrons in the beam, but 
grows with the square of their number. This 
effect is known as amplification by stimu- 
lated emission of radiation: hence the “aser” 
in laser, maser and xaser. 

Dr Rossbach’s team achieved this effect 
by coaxing the electrons to slow down and 
speed upat precise intervals. This produces a 
wavy structure in the electron beam. Get the 
spacing between crests of this wave right 
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(which they did) and the electrons in neigh- 
bouring crests will radiate in unison. Al- 
though the Hamburg group is not the first to 
achieve this effect, it has produced radiation 
that is much closer to the x-ray part of the 
spectrum than has been managed before. 
To build xasers, though, will require still- 
more-energetic electrons, so as to make the 
relativistic effects more pronounced. It will 
also require much longer magnetic slalom 
paths for the electrons. But plans are under 
way in both Germany and America to make 
xasers that are several kilometres long, as a 
by-product of the next generation of particle 
accelerators for high-energy physics. Predic- 
tions are that the x-rays coming out of these 
machines could be a billion times more in- 
tense than the brightest undulators today. 
Such awesome intensity is forcing scien- 
tists to rethink some of the fundamental as- 
sumptions behind x-ray crystallography, 
the main technique used to map the atomic 
structure of complex molecules such as pro- 
teins. As the name suggests, this technique 
requires a crystal of the molecules con- 
cerned. The role of the crystal is to amplify 
the pattern of x-rays that would be scattered 
off a single molecule, by providing a re- 
searcher with billions of identically ar- 
ranged molecules to put in the x-ray beam. 
From variations in the intensity of the x-rays 
scattered from the crystal, the molecule’s 
structure can be deduced. The catch is that 
many proteins and other molecules of bio- 
logical interest are practically impossible to 
crystallise. So their structure—and hence, of- 
ten, their fFunction—remains unknown. 
With xasers, the multiplicative effect of 
crystals may no longer be necessary. In such 
an intense beam, the minute fraction of x- 
rays scattered from a single molecule would 
still be detectable. Of course, such intense x- 
rays are not exactly good for a molecule. In 
fact, calculations show that protein mole- 
cules will explode within a fraction of a sec- 
ond of being placed in such a beam. But this 
ought to be long enough to get a snapshot of 
the molecule’s structure. Perhaps it is just as 
well that xasers will not be pocket-sized. 
= a 








Neuroscience 


Taxicology 


ONDON taxi drivers pride themselves on 
their knowledge of their city’s streets. So 
much so, indeed, that they spell the word 
with a capital “K”. And well they might. For, 
unlike taxi drivers in most other cities 
around the world, they have to pass an exam 
to get their badges. The Knowledge—of 
where the streets in central London are, and 
of the quickest way from one to another—is 
the most important part of thatexam. 
Such proven mastery of spatial informa- 
_ tion makes them ideal subjects for a study of 
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I had that Dr Maguire in the back of the cab once 


how the brain learns to navigate. In the cur- 
rent edition of Proceedings of the National 
Academy of Science, Eleanor Maguire of 
University College London, and her col- 
leagues have published the results of just 
such a study. Besides confirming where in 
the brain navigational skills are stored, this 
research is the first toshow how an adult, hu- 
man brain can remodel its basic anatomy in 
response to the needs of its owner. 

Deep inside each half of the brain lies a 
structure called the hippocampus. It is, in 
evolutionary terms, one of the oldest parts of 
the vertebrate brain, and neurologists have 
known for a long time that it plays a critical 
role in the formation of memories. But a 
combination of studies, some of people with 
damaged hippocampi, and others of 
healthy individuals whose hippocampi 
have been examined by brain-scanning, has 
shown that it is particularly involved in 
learning how to navigate, and that this skill is 
concentrated in the back of the structure. 

Since London taxi drivers are navigators 
par excellence, Dr Maguire and her col- 
leagues decided to examine their hippo- 
campi tosee if they differed from those of or- 
dinary Londoners who do not necessarily 
know the best way to get to Bermondsey by 
way of Bethnal Green. The technique they 
used is called magnetic-resonance imaging. 
It works by stimulating hydrogen atoms to 
give off a radio signal. Since different sorts of 
living tissue contain different amounts of 
hydrogen, the application of sufficient com- 
puting power to the signal can turn it into a 
clear image of the body's interior. 

The first task was to establish that it was 
indeed the hippocampus in which changes 
were taking place. To do this, Dr Maguire 
needed a “reference” brain to act as a stan- 
dard. All brains differ slightly; big people, for 
example, tend to have big brains. So she con- 
structed her reference by averaging the scans 


from 50 right-handed men (since the drivers 
in her sample were all malz and dexterous). 
That established an average size and shape 
for the whole brain. Then she compared the 
brains of her drivers with those of “ordin- 
ary” folk (again, a group of right-handed 
men). In each case, the image produced was 
transformed so that its overall size and shape 
matched the standardised reference brain. 
That enabled her to compare the compo- 
nents of the brains of the two groups. 

She looked for differences in all of the 
brain’s main components, but the only ones 
she could find were in the hippocampi. In 
taxi drivers, the back of the hippocampus 
was larger than it was in average men. A 
more detailed study that focused directly on 
the hippocampus showed that the front was 
smaller in taxi drivers, too. 

The second task was to ‘ind out whether 
having an unusual hippocampus makes 
you more likely to become a taxi driver, or 
whether becoming a taxi driver causes your 
hippocampus to become unusual. To an- 
swer that question, Dr Maguire plotted the 
differences in the size of the structure against 
the amount of time that an individual had 
been driving a cab. She found that taxi driv- 
ers’ hippocampi do, indeed, become more 
unusual with time: their back parts grow and 
their front parts shrink. 

That is an important result, for it shows 
that adult brains are more plastic than con- 
ventional neurological wisdom had sup- 
posed. But it also suggests that the back of the 
hippocampus is growing az the expense of 
the front. This raises the possibility that cab 
drivers are paying to acquire the Knowledge 
in some as yet unknown way. Whether the 
loss of frontal tissue has any relationship 
with the robust political opinions for which 
London cabbies are renowned is an area that 
remains mercifully uninvestigated. 
= 
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Stones to die for 


ATHENS 


As pressure increases on Britain to return the Elgin marbles, 
British excuses for refusing to do so are growing thinner 


SA British parliamentary committee be- 
gins, next week, to take oral evidence in 
an inquiry into trading in looted antiquities 
and the return of cultural objects to their 
country of origin, a poll of British mrs con- 
ducted by The Economist shows a surprising 
degree of support in the House of Commons 
for the Greek side of the most controversial 
of cultural-return cases—the Elgin marbles 
in the British Museum. 

Lord Elgin’s collection of classical anti- 
quities has long been a cause of dispute be- 
tween Greece and Britain. The sculptures 
and architectural fragments that once deco- 
rated the Parthenon, the temple that looks 
down on Athens from the top of the Acropo- 
lis, were carved in the fifth century sc under 
the direction of Phidias, probably the great- 
estclassical Greek sculptor. Today more than 
half the panels from the frieze, a third of the 
metope slabs from the outside of the Parthe- 
non and 17 figures from the pediments—to- 
gether representing most of the finest and 


Sculpture plan of the Parthenon 


least damaged pieces to have survived—are 
the pride of the British Museum's collection 
of Greek antiquities. The Elgin, or Parthenon 
marbles as they are called in Greece, were re- 
moved from the Acropolis on the orders of 
Lord Elgin, British ambassador to the Otto- 
man empire, in the years after 1801. Some 
pieces were found in excavations, but most 
were taken from the building by Elgin’s 
agents and a large force of workmen. Housed 
in the British Museum since they were pur- 
chased under a British act of Parliament in 
1816, their exile has been a source of hurt to 
the Greeks ever since Greek independence. 
The struggle intensified in 1983 when the 
then culture minister, Melina Mercouri, 
called for them to be reunited with the Par- 
thenon sculptures that remained in Greece. 
Successive Greek governments have made 
the same demand, some more loudly than 
others, but all have been told no by Labour 
and Conservative prime ministers alike. 
Three days after Tony Blair took office in 










1997, the new secretary of state 
for culture, media and sport, Chris 
Smith, told the ssc that returning the 
Elgin marbles was “nota feasible or sen- 
sible option. We won't do it.” 

Yet the first newspaper poll to be con- 
ducted on this issue since Labour swept to 
power in May 1997 shows that a large num- 
ber of mrs disagree with the goverment 
view. A weighted sample of 183 Mps suggests 
that 66% of members would return the mar- 
bles if there were a free vote in the House of 
Commons today. Crucially, nearly 85% of 
the Labour and Liberal Democrat mres who 
replied favour returning the sculptures.Only 
among Conservatives and Ulster Unionists, 
who together account for 174 of the 659 seats 
in the House of Commons, is there any feel- 
ing for keeping the marblesin Britain. 

The poll’s findings will hearten the 
Greek prime minister, Costas Simitis, as 
much as it will dismay the British Museum 
and the British government Mr Simitis faces 
a general election on April 9th, which he 
called early to seek a mandate for Greece’s 
entry into the European single currency. If 
his Pasok party wins the election, Mr Simitis 


Parthenon sculptures now 
in the British Museum 
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will be in office when Athens hosts the 
Olympic Games in 2004. Mr Simitis hopes 
that Greece’s improved European creden- 
tials will help persuade the British to return 
the marbles in time for the Olympic Games 
as an act of European generosity. 

To make sure no one missed the point, 
Mr Simitis kicked off his campaign with a 
visit to the Acropolis and the site of the pro- 
posed new Acropolis museum where part of 
the exhibition space will remain empty un- 
til, as one official said, “the British Museum 
returns its collection”. Construction has 
been fraught with problems, first because of 
difficulties in compulsorily purchasing 
properties around the site, and later when 
the discovery of important archaeological 
remains meant that plans had to be revised. 
Mr Simitis has let it be known that he will be 
personally involved in selecting a new 
architect for it. 

In Britain, meanwhile, the 1: members of 
the House of Commons select committee, 
under the chairmanship of Gerald Kauf- 
man, have begun their inquiry into the re- 
turn of cultural objects. The committee will 
investigate how Britain might help to re- 
strain the illicit trade in looted antiquities 
and will also consider historic claims. It will 
travel to Italy to hear about the trade in sto- 
len antiquities, and, at the end of this month, 
to Athens to hear the Greek claim at first 
hand. 

The British Museum is dismayed at the 
possibility that the select committee may be 
swayed by Greek arguments. A briefing doc- 
ument, believed to have been written by the 
museum and leaked by the Department for 
Culture, Media and Sport, describes the 
committee's visit to Greece as “unfortunate”. 

The museum takes heart from the fact 
that, publicly at least, British government 
policy has not changed. Some, however, be- 
lieve that the government may be looking 
for an honourable way out of the impasse 
over the sculptures. Both Mr Blair and Mr 
Smith declined to take part in The Econo- 
mist’s poll. Yetin a letter dated February 17th, 
Mr Smith referred to the sculptures as “the 
Parthenon marbles”, the term by 


ish Museum’s permanent collection, or 
should they be reunited with their remain- 
ing fellow sculptures in Athens? 


Treasure house 
The Parthenon stands at the highest point of 
the Acropolis, and was from the earliest 
times both acitadel of Athens anda religious 
centre. It was erected originally to house the 
Athenian treasury and honour the goddess 
Athena, patron and protectress of the city. 
The colonnaded building remained in use as 
a temple for 900 years. 

What distinguishes the Parthenon is the 
dramatic narrative told by its sculptured 
frieze which is carved in low relief. The frieze 
along the top part of the outside wall of the 
main temple, within the outer colonnade, is 
generally believed to depict the Panathe- 
naia, the great civic and religious festival of 
the city of Athens, held every four years. 
Among the figures shown are the 12 Olym- 
pian gods and goddesses, the elders of the 
city, a procession of troops of idealised 
horsemen, and men and women bearing of- 
ferings and leading sacrificial animals. 

By the time Lord Elgin, pictured below, 
was appointed ambassador to the Porte in 
1799, part of the frieze, many of the sculp- 
tures in the pediments and a number of the 
metopes had been destroyed; some by 
Christians who took over the building in the 
sixth century and more by a Venetian shell 
fired into the building while it was being 
used as a gunpowder magazine in 1687. A 
series of drawings by a French artist 
named Jacques Carrey made 11 years 
earlier are all that remain of ten of the 
slabs from the frieze and four of the 
metopes. 

The earliest firman, or au- 
thority, that Lord Elgin ob- “$ 
tained from the Turkish au- g 
thorities (which is now lost) 2 
restricted Elgin’s agent, 
Giovanni Battista Lusieri, 
todrawingthe sculptures ż 
and making casts from £ 
them in situ. A second ; 





which they are always known in 
Greece and among restitution- 
ists, signalling perhaps that he 


has more sympathy with the | % Support Oppose 
Greek position than he can | House of Commons* 66 34 
admit. Labour 84 16 

If there is to be any change in Conservative 13 87 
the present status of the Elgin | Liberal Democrat 83 17 
marbles, it will not be brought | Other 61 39 


about by diplomacy or legal ac- 
tion, but as a result of political 


eg su i SA a 
opinion and political change in Gni > $ = 
Britain. That in turn will depend ae Commons “ a 
in large measure on how sophis- | - e £ 
ticated and persuasive a cam- eat nt 
paign the two sides are able to Liberal Democrat 43 57 

Other 31 69 





mount, Are the Elgin marbles 
truly better off as part of the Brit- L 


The Economist Elgin marbles poll 


if there were a free vote in the House of Commons to return the 
Elgin marbles to Greece, would you support or oppose it? 


OT S OTT A ee 
Will the Elgin marbles return to Greece within the next ten years? 





“Weighted by party representation 
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firman, of which only an Italian translation 

now exists, goes further, allowing Lord Elgin 
to remove what is described as “qualche 
pezzi di pietra”. Occasionally translated as 
“some”, “qualche”, in modern Italian, at 
least, is more usually taken to mean “a few”, 
in part because it is followed by a singular 
noun. Whatever the legal niceties, Lord El- 
gin’s agents were permitted, over many 
months, to use saws, crow bars and naval 
pulleys, to take off most of the best surviving 
pieces and later ship them from Piraeus, evi- 
dence of the Turkish authorities’ willingness 
to accommodate their most important ally 
and of the bribes Elgin paid to get his way. 

William St Clair, a British historian and 
author of the classic, “Lord Elgin and the 
Marbles: The Controversial History of the 
Parthenon Sculptures” (our; $16.95 and 
£12.50), has recently published extracts from 
the financial accounts of Lord Elgin’s agent. 
These show that bribery amounted to a 
quarter of the costs of removing the antiqui- 
ties. During the first 18 months, Lord Elgin 
paid the military governor of the Acropolis a 
sum amounting to 35 times his official an- 
nual salary in return for being allowed to 
stretch the terms of the firman. 

The most impassioned restitutionists 
claim that it was only Lord Elgin’s bribes to 
an occupying force that led to the dismem- 
berment of the monument. However, John 
Henry Merryman, an emeritus professor of 

international law at Stanford University in 
California, who has studied the case, 
has concluded that the firman gave 
Elgin good title. Although he believes 
Elgin’s bribes muddy the waters of 
the case, Mr Merryman still feels 
Greece would be unlikely to 
win the marbles back in 
court. And indeed Greek 
governments have 
avoided making a 
narrow legal claim. 

The British le- 

gal position isin any 
event more complex 
than might appear. 
Lord Elgin was nearly 
bankrupt at the 
time the govern- 
ment bought the 
marbles for £35,000. Un- 
der the British Museum Act of 
July 1st 1816, they were vested 
in the trustees of the British 
Museum in perpetuity, pro- 
vided they were “preserved 
and kept together” in the museum. 

Early the following year, they 
were moved toa temporary ex- 
hibition space within the 
museum, and in 1961 to the 
Duveen Gallery where they 
are now to be seen. It is not 
within the power of the Britisk 
Museum, or indeed the cabine! 
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alone, to return them; only an act of Parlia- 
ment can reverse the government's 
acquisition. 

The Elgin marbles were controversial 
from the start. In 1816, the parliamentary vote 
to purchase the sculptures was carried by a 
narrow majority, 82 to 80. Since then, British 
sentiment about returning them to Greece 
has been influenced by wider political con- 
siderations. Among the early dissenters was 
a small group of mrs who felt that the mar- 
bles had been improperly removed by Lord 
Elgin and should be held in trust only until 
their return was demanded by the city of 
Athens. These voices faded as Victorian ex- 
pansionism made Britain feel it had become 
the centre of the civilised world. And in 1864, 
when Anglo-Greek relations blossomed 
after Britain transferred sovereignty of the 
lonian islands to Greece, 


worn thin, if not through. The museum has 
not always protected the marbles well; in the 
late 1930s, for example, they were cleaned by 
unskilled workmen using carborundum 
and wire brushes on the orders of Lord Du- 
veen, an art dealer and wealthy patron who 
was planning to finance a new gallery for the 
marbles and wanted to make them appear 
more white. Details of the botched cleaning, 
during which the surfaces of the marbles 
were badly damaged, and the subsequent 
cover-up by the museum were still emerging 
in November last year. This particular epi- 
sode notwithstanding, the museum has 
been an excellent guardian. In recent years, 
however, developments in Greece have 
done much to invalidate the argument that 
the marbles would be endangered if they 
were to be sent back. 





even the mildest call for the 
marbles’ retum was 
blocked. 

After the fall of France 
in 1940, however, when 
Britain needed Greece, the 
Foreign Office went as far as 
to draft a scheme for the 
marbles’ return after the 
war. The military danger 
passed, and that plan was 
shelved. Fresh hints were 
again dropped during the 
Cyprus insurgency in the 
1950s when Britain wanted 
Greece to stop supporting 
the terrorist campaign 
against the British colonial 
government on the island. 
When Labour was in oppo- 
sition in the 1980s, Neil Kinnock promised he 
would return the marbles to Greece as soon 
as the party was returned to power. When 
Labour won the last election, it quickly told 
the Greeks the marbles were staying in 
Britain. 

The British Museum, like the Louvre 
though unlike a number of American muse- 
ums, cannot deaccession anything it holds. 
Politically, the present defence of the status 
quocombines a claim that the marbles were 
legally acquired with the “slippery slope” ar- 
gument that, if Britain were to agree to the 
Greek request, other nations would mount 
claims to have other cultural treasures 
returned. 

There are a number of other arguments 
that have been used in Britain to ensure that 
public opinion stayed firmly in the reten- 
tionists’ camp. The most common are that, if 
the British hadn’t removed them, someone 
else (probably Napoleon) certainly would 
havedone; that had the marbles remained in 
Greece they would have been destroyed be- 
cause of air pollution and poor stewardship; 
and that they have been particularly well 
cared for by the British Museum. 

Some of these arguments have been 
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heart of Athens 


Research into the chemistry of antiqui- 
ties, conservation and restoration is proba- 
bly more advanced in Greece than any- 
where else. The work of an elderly chemistry 
professor, Theodore Skoulikides, on revers- 
ing the worst effects of pollution on marble 
surfaces, and by Manolis Korres on the tech- 
nology of constructing ancient buildings, are 
considered the finest in the world. One cura- 
tor at the British Museum insists that, “Be- 
cause of the Greeks’ work we know more 
about the marbles than we have ever 
known.” A seven-year restoration project for 
the Acropolis is well under way, and has 
been boosted recently by a loan from the 
European Union. The budget has increased 
from 300m drachmas ($900,000) in 1997 to 
800m this year. Plans are to stabilise the 
structure and reconstruct some of the fallen 
columns with newly cut marble. 

Second, Greek governmentefforts to ban 
the use of cheap heating oil and low-grade 
diesel have gone some way to improving the 
air quality in the city, though much still 
needs to be done. The whole building, in- 
cluding the sculptures that remained in 
place, began to suffer badly when atmo- 
spheric pollution increased in the 1960s, and 
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some features were lost to sulphur dioxide. 
However, all the pedimental pieces and the 
west frieze have now been taken indoors to 
the museum, some being replaced with 
copies. By 1998, however, sulphur-dioxide 
levels had decreased, from 200 micrograms 
per cubic metre to less than 40. Smoke and 
nitrous-oxide levels are also falling. 

One point that no restorationist can 
deny is that, even if the marbles were re- 
turned to Greece, they would not be re- 
turned to the Parthenon. Indeed, the Greeks 
have had to take down yet more sculptures 
in order to safeguard them from the polluted 
environment. Yet the metoyes which remain 
in place, including the finest which is in the 
best surviving corner of the building, are de- 
teriorating, and no one in Greece seems to 
want to be responsible for taking a decision 
that might mean disman- 
tling part of the 2,500-year- 
old building. Furthermore, 
with little exhibition space 
available, many of the 
pieces that have been re- 
moved are not yet on dis- 
play. 

The new Acropolis mu- 
seum could change all that. 
Originally designed eight 
years ago by a firm of Italian 
architects, the museum was 
to have included large exhi- 
bition halls and a clear view 
of the Parthenon 
an exhibition window in 
the roof. The museum will 
now be completely rede- 
signed. A new architect will 
be chosen in May, with full 
drawings due by September. Even if con- 
struction were to start on schedule, a year 
from now, it is extremely unlikely the build- 
ing will be finished in time for the Olympics. 

Despite that, the British Museum is 
growing nervous about the possibility of los- 
ing what it regards as the centrepiece of its 
permanent collection. It worries that the se- 
lect committee inquiry may stoke up public 
support for return toa point where the Greek 
claim is hard to resist. Both the museum and 
the Department for Culture, Media and 
Sport regard the effort to keep the marbles in 
Britain as something of a strategic campaign. 

So much is obvious from a briefing paper 
sent out last month by a press officer in the 
department. The paper describes a number 
of tactics that have been used to delay or de- 
rail the Greek efforts. One in particular is the 
argument, used in the past at UNESCO meet- 
ings, that removing the marbles from the 
British Museum by law could be interpreted 
as confiscation and would be contrary to the 
European Convention on Human Rights. 

“This argument is of limited value,” the pa- 
per comments. “It was raised as a delaying 
tactic and may have run its course.” 

—_—— 
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LL his life, Bill Hamilton 
played with dynamite. As a 
boy, he nearly died when a bomb 
he was building exploded too 
soon, removing the tips of several 
fingers and lodging shrapnel in 
his lung. As an adult, his dyna- 
mite was more judiciously 
placed. He blew up established 
notions, and erected in their stead 
an edifice of ideas stranger, more 
original and more profound than 
that of any other biologist since 
Darwin. Like Darwin, he was a 
naturalist first, attending, as he 
put it, the funeral feasts of dead 
trees:greedily stripping bark from 
rotting branches to marvel at the 
immense diversity of creatures 
devouring the wood below. Later, 
he worked in Brazil, in the jungles 
of the interior, and in the flooded 
forests—that part of the Amazon 
basin where, for half the year, fish 
eat fruit and canoeists paddle 
| about among the treetops. He re- 
counted tales of sleeping in a 
hammock under the stars and 
waking to find that termites had 
eaten his socks; he claimed to 
have been stung by more than 
1,000 species of wasp. 

Perhaps it was all this that 
gave him the knack of seeing the 
world from another point of 
view. Whatever he looked at—be 
it a fly spinning silk balloons in 
the hopes of winning a mate, an 
oak tree wanting to get its acoms 
| planted, or a nameless parasite 
plotting to hijack a host—he could put himself there, and imagine 
what he mightdoin such circumstances. As a writer of natural his- 
tory, he was superb. But often, he went further, imagining himself 
as a gene within an organism: in his theoretical work (published 
under his initials, though everyone knew him as Bill), he explored 
| how genes could spread even if they were bad for the creatures 
| they belonged to. He showed how natural selection could act not 
just on the individual, as Darwin had thought, but on individual 
genes. Like Darwin, what he found has powerful—and to some, 
disturbing—implications for humans and human behaviour. 





The trouble with altruism 


At Cambridge University, Bill Hamilton studied genetics. Then, at 
the London School of Economics, he spent three years working out 
the genetics of altruistic behaviour. He released a genie: in three 
terse papers, he founded the discipline known as sociobiology. 
From an evolutionary standpoint, the trouble with altruism is 
that if an altruistic behaviour is costly—for example, dying for 
someone else—then the genes that promote it should quickly dis- 
appear from the population. Yet examples of self-sacrifice abound 
in animal societies. The most conspicuously selfless are the social 
insects, the ants, bees and wasps in which most individuals work 


| 
_ —— 








William Donald Hamilton, Darwin’s 
heir, died on March 7th, aged 63 


he ates 





tirelessly for the good of the col- 
ony and never reproduce them- 
selves. Professor Hamilton argued 
that such extreme altruism is 
most likely to evolve if, by sacri- 
ficing themselves, individuals in- 
crease their “inclusive fitness”— 
that is, the proportion of their 
genes carried by others in the 
population. “Hamilton's rule” is 
the mathematical formulation of 
this;put crudely, it amounts to the 
idea that you can die for close kin 
and still spread your genes, since 
close kin have many genes in 
common with you. 

For Professor Hamilton, this 
was just one facet of the more gen- 
eral problem of how natural se- 
lection works. Inclusive fitness 
showed how traits bad for indi- 
viduals could sometimes persist 
for the good of a group; but what 
about the converse? Could a gene 
spread even if the only benefi- 
ciary were the gene itself? He 
found it could, thus pioneering 
the now familiar notion of a “self- 
ish gene” along with its curious 
corollary—that genes within an 
organism are often in conflict 
with one another. 

He became fascinated by sex 
ratios: why did so many insects 
produce sex ratios that were 
wildly skewed, sometimes 50 fe- 
males to every male? His answers 
ultimately brought him to the 
problem: why doessex existat all: 
He thought it impossible to over- 
state the role of harmful parasites as agents of natural selection 
and that only by shuffling genes between generations (ie, having 
sex) could populations hope to escape annihilation. 

He was both horrified and gratified by what his genie wrought 
Gratified, because the idea of inclusive fitness has enormous 
explanatory power, even for human behaviour. Horrified, be- 
cause of its implications for human nature—which still make so- 
ciobiology a controversial discipline. He derided politically correc! 
claims that humans alone are magically free of genetic influence: 
in their behaviour. However, he was quick to stress that while < 
study of evolution may tell us how we came to be, it says nothing 
about what we should strive to become. 

He was recognised late. He seemed bemused by his transfor 
mation from loner to the man everyone wanted to speak to, anc 
perhaps as a defence, he was absent-minded: he had only one lec 
ture a year to give at Oxford, but sometimes he forgot to turn up. 

In recent years, he became interested in the origins of rv, the 
virus that causes atps. Seeing that the question could only be re 
solved with viral samples from wild chimpanzees, he went off tc 
get some. On the second of two trips to Congo, he fell sick with ¿ 
tropical disease and died. He was carrying out an act of altruism 
and it wasa parasite that got him. 
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MSc Trade, Tianiort & Finance 


MSc Shipping, Trade & Finance 


If you bring the talent we will provide the knowledge and 
skills for a successful international business career in areas such 


as banking, finance, shipping, transport, international trade, or 


stockbroking. We have over 900 graduates from 75 countries who 


enjoy international careers. 


Call us for more information on: 


+44 (0)20 7477 8606 


E-mail: stf@city.ac.uk 


www.city.ac.uk/cubs/stf 


But success is not easy. Our 14 month full-time courses are 


intensive and demanding, taught by our own academic staff, 
many with international reputations, and also by high calibre 


practitioners from the City of London. 


CITY 


London 










The SDA Bocconi's Master of International 
Health Care Management, Economics and 
Policy (MIHMEP) is an intensive, ten-month 
post-graduate course, It is decidedly inter- 
national in approach. The course language 
is English, with curriculum and contents 
designed by an international project team. 


Students are drawn from all over the 
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City University Business 
School 


5 May 2000 
9 June 2000 


What our Master in Management 
can do for health care effectiveness 
and efficiency. 


—_— 


Master of International Health Care Management, Economics and Policy (miHmep) 


Tel. ++39-025836.2582/2596/6866 Fax ++39-025836.6832 E-mail: minmep@uni-bocconi.it 
The brochure and application form can be downloaded from our website: www.sda.uni-bocconi.it/mihmep 


Our next Information Sessions: 


The University for business and the professions 








world. And, as you would expect from 
one of Europe's leading schools of mana- 
gement, there is strong emphasis on the 
managerial skills vital to improving the 
efficiency and effectiveness of health 
services worldwide. You will have the 
chance to apply these skills in demanding 


field projects. To find out more about: 


SDA BOCCONI 


Bocconi University School of Management 
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Cross-border management learning, multi-cultural exposure 
international work experience, whichever way we put it, it 
means that learning in different places, in different languages 
with professors from different countries and students from 
around the globe will enable you to get ready for the 
challenges of a multi-cultural world. Add to that the inputs of 
our faculty research, our multi-country corporate network, our 
global academic partners and our world-wide alumni 
community, and you'll understand better still the advantages 
of our transnational management programmes and campus 


organisation 


* MBA - Full time and Executive 
* ESCP-EAP Master's 
* MS - 16 Specialised Masters 





* MEB - Master's in European Business 


* Executive Development 


ESCP-EAP 


Graduate School of Management 
oe Ee 


+ 33 1 49 23 20 18 
+ 44 1865 263 200 AN 


infol1 @escp-eap.net 
www.escp-eap.net 


CHAMBRE DE COMMERCE ET D'INDUSTRIE DE PARIS 


ESCP-EAP develops business leeders and advances transnational learning and research in management 
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IMM -THE INTERNATIONAL 
MASTER’S IN MANAGEMENT 


AN INNOVATIVE EXECUTIVE 
MBA 


Unique schedule 
Six two-week modules over two years 
at three different locations 


Internet communication while off campus 


A joint venture by the business schools 
of three major universities: 
Purdue University, USA 
Tilburg University, The Netherlands 


Budapest University of Economic Sciences, Hungary 
A European and a US degree 


AACSB accredited 


International in all dimensions: 
participants, locations, faculty, curriculum, 
case studies and projects 


Start: January 2001 


For more information: 


Purdue P. +1 765 494 77 00 
. keepinfo@mgmt.purdue.edu 


+31 13 466 86 00 
. tias.imm@kub.nl 


+36 | 210 02 31 
. mfindrik@mail.vki.bke.hu 


Tilburg 


Budapest 


http://tias.kub.nl/information/imm 
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j The Master of MINE Program is : Leiden Law Courses (LLC): 
NG, the result of collaboration | More than fifty unedergraduate e courses in Public lowenatianal Law, E 
to exploit it for th itol between the Center for Research | Comparative Law, 
enterprise. on. the Applications of Telematics | jf Master of Laws: | 
The Universit’ to Organizations and Society | || LEM- in Criminology 
The Universita -at Piacenza : g ig a y Core courses inechidot Puteh. 
offers a new program leading to the (CRATOS), Universita Cattolica 
Master of Management in the at Piacenza, Italy and the School 
Network Economy (MINE) degree, of Information and Management 
Systems (SIMS), University of 


Ihe aim of this ere o to California at Berkeley, USA, i Gasne. Law: Eii Y 7 
produce managers WAG. Can score : EC, Competition Lave, ani pean Human Rights Ea 


higher than their competitors within LL.M. in International Air & Space Law 


the context of the new economy. eis Ale d í rst e deals with al importan Infertiatonal legal and policy a 


& Location: Universita Cattolica del Sacro be) f treaties andl case eaties and aw making, Spook law 
national law; and Fiuroptan ce law. The 


Cuore, Piacenza, italy FO N D AZ IO N E i relationship between the legal theori and the prie 
®- Language of Instruction: English h í i 
a PIACENZA E VIGEVANO LLM. in International Business Law ; 
@ Duration: 16 months The course includes. all key features of Hk Al tastes: ira 


j f aa “ine, inem: 
@ Starting Date: 


Septernber 18, 2000 
` ee a ; Relationships, islamie ie Banks International Connie: 
Applications: 55 jiii i in Russia and Kazakstan, and International Mergers a 


March t- May 15, 2000 : The Ph.d Progr. 
Technology Partners: f A three to four year pata h programme under. the sng 


4 For further information please contacts” 
FUREY ae TELE OM “Office of nwrational Law Péreraminey Facuity of Law Laide 


) RA Leiden, The Netherlands" poi: 3 7: SPD T6HOT6 is 


e http://mine.pc.unicattit —« info.mine@pc.unicatt.it ai pop @ ow dea 


The City 


Our next information sessions are Inv e stm en t M an agemen t 
Athens - 18 March 2000 EES 


_ London - 28 March 2000 Mathematical Trading & Finance 
-Frankfurt - 31 March 2000 | | e 
Milan - 8 April 2000 Insurance & Risk Managemen . 
Singapore - 29 April 2000 | 


Hong Kong - 6 May 2000 Contact the Department of Investment, Risk Management 
and Insurance “or full details. 


Tel: +44 (0)20 7477 8680 

Fax: +44 (0)20 7477 8885 
E-mail: irmi@city.ac.uk 
www.city.ac.uk/cubs/ 


Full-time MSc programmes = 12 months, Part-time MSc programmes = 24 months 


Y City University Business The University for business and the professions 
London School 
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COURSES 





University College Dublin 


Executive Program for Leaders 
in Development: Managing Political 






An Coláiste Ollscoile Baile Atha Cliath 


and Economic Transitions Dublin European Institute 


A Jean Monnet Centre of Excellence 
invites applications for: 


Daie Se 1: Master's Degree in E Economic and Public Affairs (MEconSc) 
29 4 eas : . aster s Degree in European Economic and Public rs con 
Participants: Political leaders, senior-level policy makers, Based in the es Sone this intensive interdisciplinary programme focuses 


managers, executives of public affairs organizations, and leaders on the business, economic, legal and political aspects of European integration and 
f | nd dev i ~ ARES the European Union. Itis designed to provide graduates with strong analytical and 
0 non-governmenta o e opment assistance organizations research tools for working in a high-level European environment. Students take 
joni i igli iti i custom-designed core courses from Business Studies, Economics, Law and Politics. 
from developing, newly industrialized, and transitional countries. macy tone passabl iaaa Sepa rip rye 
f E 15,000-word research dissertation and participate actively in two extended research 
Focus: Challenges for leaders as their countries move toward visits to Brussels and Florence. 


more participatory politics, more open economics, and more Masters Degree in European Studies (MA) 





; F : Centred within the Arts and Humanities, this broad-based interdisciplinary programme 
integration into an evolving global economy. focuses upon the cultural, historic, linguistic and socio-economic development of 
7 Europe. Itis designed to provide graduates with a profound understanding of 
Purpose: To sharpen problem-solving, analytic, and strategic Europe's development and an ability to relate this to contemporary issues. In 
3 i 3 x BSN addition to their specialised core course, students are offered a range of custom- 
action skills needed for major policy ond institutional change; designed options from several Departments including Classics, History, History of 
to gain o broader perspective on the tosk of leadership. Art, Library and Information Studies, Linguistics, Modern European Languages and 


Social Policy. In addition, students must take a modern European language and 
complete a 15,000-word research dissertation. 


Deadline for applications: April 3, 2000 Dublin European Institute 
For brochure and application, please contact: University College Dublin has established the Dublin European Institute as a 


n 2 specialised interfaculty centre for research and postgraduate teaching in the field 
Enrollment Services, Phone: (61 7) 496-0484, ext. 128, of European Studies. The Institute also welcomes applications to pursue doctoral 





Email: KSG Execfd@Harvord.edu í research in any cognate discipline of European Studies 
= For further information and application forms please contact: 
Internet: www.execprog.org Dolores Burke, Programme Manager, Dublin European Institute, UCD, Belfield, 
Dublin 4, Ireland. Please quote ref: ET00 
HARVARD UNIVERSITY Telephone: (+ 353 1) 706 7634. Fax: (+ 353 1) 269 2589. 


Email: dolores.burke@ucd.ie 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT University College Dublin - National University of Ireland, Dublin 











LILLE 


oa 


— —_— 


The MSc in Finance at the City University Business School is Information sessions will be held on the following dates at the 
an intensive 10 month course integrating theory and practice. Business School, Frobisher Crescent: 
It provides: 
5th April 5.00pm - 6.00pm 
e a thorough and comprehensive grasp of the principles of 3rd May 5.00pm - 6.00pm 
finance together with enduring technical and conceptual skills Nih Jone 5.00pm - 6.00pm 


e a genuinely international, multicultural perspective with a 


global focus Tel: +44 (0)207 477 8660 


¢ a highly flexible qualification suitable for a wide range of career E-mail:MScFin@city.ac.uk 
openings in the financial sector www.city.ac.uk/cubs/af/index.htm 


Y City University Business School The University for business and the professions 
London 
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Amsterdam 


Institute of Finance 





In cooperation with the faculty of 
INSEAD 
and in association with 
Amsterdam Exchanges AEX 


The Options Workshop 
- Stock Option and Foreign Currency Option Pricing (April 3 - 5) 
- Option Trading Strategies and Risk Management (April 5 - 7) 


The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 
of Interest Rate Derivatives {April 10 - 12) 
- Exotic Options (April 13 - 14) 


Derivatives: Special Topics 


- Volatility (April 17 - 18) 
- Credit Risk and Credit Derivatives (April 19 - 20) 
- Mathematics of Derivative Securities (April 25 - 27) 


For information, please visit our Web site or contact us directly. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: +31-20-5200162/160 - fax: +31-20-5200161 
e-mail: info@aif.ni - internet: www.aif.nt 








INSTITUT D’ETUDES 
POLITIQUES DE PARIS 





Extend your global reach 


MBA 


SCIENCES PO 





e AMBA Accredited Degree. 


e An intensive nine-month bilingual program 
(French/English). 


The leading school in Political Science 
and Economics, founded in 1871. 


e A distinguished international faculty. 


e An urban campus in the heart of Paris. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 88 92 





Website ; http : // www.sciences-po.fr - E-Mail : mba@sciences-po.tr 
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TOP 


ON YOUR WAY 
TO THE TOP 


HEC Lausanne offers Masters Programs in: 


NEXT S 

























Business Administration (MBA) 
Economics (MSE) 

Business Information Systems (MBI) 
International Management (MIM) 
Banking and Finance (MBF) 
Management of Technology (MOT) 


If the next step in your career 
needs a postgraduate qualification, 
only HEC Lausanne offers you: 


= Limited number of participants 
= Modern campus with state-of-the-art facilities 
a A multilingual environment 
® international faculty 
€ Excellent reputation 
(Rated no 1 Uni-test Der Spiegel Europa 5/98) 
u Affordable fees 
® Wonderful location 






For more information go to: 


www.hec.unil.ch 


tacsaeneet 















Hautes Etudes Commerciales of the University of Lausanne 
BFSH 1 Tel: ..41 21692 33 00 
CH - 1015 Lausanne Fax: ..41 21 692 33 05 





EUROPEAN UNION TODAY AND TOMORROW 
SUMMER PROGRAM IN ENGLISH 


June 8 - July 27, 2000 - Intensive multidisciplinary 
program on Europe 


For College Graduates and Graduate Students in 
Business, Political Science, Engineering or Law 


Distinguished international faculty at Sciences Po, 
founded in 1871 


Paid internships or long term employment 
opportunities with sponsoring companies 


e Urban campus in the heart of Paris 


Applications on our WEB SITE: www.europaris.edu 
Or contact us by E-mail at: eusp@sciences-po.fr 
(please note the ref. econ2000) 


SCIENCES PO - EU/SP 27 rue Saint-Guillaume 75007 
Paris France 
Tel. (33.1) 45 49 53 92 - Fax. (33.1) 45 49 51 42 





Barcelona 


MACROECONOMICS 


~ Summer School 


FOR NONLINEAR STOCHASTIC DYNAMIC MODELS 


23) HIID of HARVARD UNIVERSITY 


MACROECONOMICS AND FINANCE 
Cambridge, Massachusetts, USA 


Programs designed for executives, analysts, and policy makers 
in both the private and public sectors who are involved with 
macroeconomic and financial sector issues. 


Program on 
MACROECONOMIC POLICY AND 
MANAGEMENT 
June 19 - July 14, 2000 


Program on 
THE GLOBAL FINANCIAL SYSTEM: 


STRUCTURE, CRISES, AND REFORM 
July 17 - 28, 2000 


www.hiid.harvard.edu/training 


HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA USA 02138, ATTN: Erin Sands 
FAX: (617) 496-2911; TEL: (617) 495-9779 
E-Mail: macteach@hiid.harvard.edu 
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THE CINCINNATI MBA 
Unique One year Program in US 
Excelem ROT Begins 14.06.00 
For informatior: 
graduate@uc.edu 
www.cbaucedu/mba 
513.556.7020 
134.556.7006 (fax) 







sane pbs BLVD. e ait OW 
_ Dept. 3 ALIUG, NA STNO" usa 

B@centuryuniarsite gdy 

; RAO-G787 








GEORGTUES Garcilaso De La 
Vega University LIMA, PERU 


Fully-aceredited M.5., PRI. 
in administration, accounting, Low, Educotion 
Psychology, Economics, Social scldaces and more, 
Conoci USA Coordination Otfice 
EIR 726-0842 FAN (BOT) S71 C400 21-87 H Si 
Grd Floor, Astoria, HY T1106 









personalized 


nsive 


COMPUTATIONAL 
FINANCE 


apply now 
for Fall: 


1 2000! 
www.cse. ogi.edu/CompFin/ 


FOR FULL COLOUR BROCHURE CONTACT: 
Student Reservations Office, 38 Hawley 
Square, Margate, Kent CTO 1PH, England. 
Tet (0)1843 227700. Fax: (0}1843 223377. 
E-mail: info@student-reservations.co.uk 
www. student-reservations.co.uk 












A different way of learning 
www, milefeuile-provence cam 
Intensive French courses 
Studying and living at Chateau Correnson (Provence) 


Selected by business people and diplomats 
Ph: +33 466 50 46 63 Fax: +33 466 50 22 05 


ne 


AUN 





MBA in Brussels 
SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 
















* | year intensive MBA in English 
* International faculty & student body 
e Specialisation in European Management 


E-mail: mba @ ulb.ac.be 
http://www.ulb.ac.be/soco/solvay/mba 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for people who want to be more effective 
and secure in their Jobs or Professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your 
tife and work experience. University equivalent credits are given for your 

job, military, company training, industrial courses, seminars and 

business experience, We accept university credits no matter when taken. 













eae =} 
SN 


















rvaduates are recognized for their achievements in business 
i ist you in completing your degree requirements al you 
home study. 


Send/fax detailed resume for a AST te VO Rte 


Pacific Western University 

600 N. Sepulveda Bivd. Dept. 137 , Los Angeles, CA 90049, (310) 471-0308 
CALL: (800) 423-3244, ext. 137 UK: 0800-960-413 

Fax: (910) 471-6456 e-mail admissions@pwu.com 

http: / /waw.ca.pwu.com 


"24,000. 
Alumni 
Worldwide 
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@ HIID of HARVARD UNIVERSI TY 


PRIVATIZATION, REGULATORY REFORN 
& CORPORATE GOVERNANCE — 


dune 26 - July 14, 2000 Cambridge, Massachusetis, USA 














* The Record on Performance and * Methods of Privalizat 
Reform of Stuw-Owned Enterprises 

* The Rationale for and Problems of 
Publie Ownership 












* Privatization of Natural Monopolies: 
Theory and Evidence . 

+ Regulation: Structure anh Methods 

+ Deregulation and Competition Policy 

* Labor and Privatization 
















HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA 02138, UBA, Attri: Mike Hrioz 
Fax: (617) 496-0788 Tels (G17) 498-3492 i; papiivid henrard.acdw 
















Bachelor * Master * Ph.D. 
Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 









Accelerated degree programs * Academic credit tor work i 
experience * Students from 112 countries and 36 sates in * 
the USA * Send 2 page resume/C.V, for no cose evaluation: 


PO, Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 © e-mail: admissions@washinteda * www.washintedu, 


MBA Unis 


«Full time ° Part time i 
*Non-graduate ° Distance | University 
| of Surrey 


MSc 


Wide range of management specialisms 


Education 
University 

















Surrey European Management School 
University of Surrey, Guildford, Surrey GU2 5XH 
Freephone 0800 0523972 (UK only) 

Telephone: +44 (0) 1483 259347 

Website: www.sems.surrey.ac.uk 


eCreate Yourself 


Re-create yourself by earning your graduate degree online. Get your M5 
in Information Technology, MS in Information Management, or MBA-- 
without ‘going back to school’. That means no time out from your career, 
Log on and you're there. Network as you learn. Interact with respected 
technology leaders and fellow professionals from around the globe. 





Join us at www.isimu.edu, the award-winning, accredited online 
university. Applications are now being accepted for the Spring, Summer, 
and Fall terms. Apply ontine or call our admissions mentor, Robin, at: 
303.333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 








www.isimu.edu 
Denver, Colorado 


Accredited Member DETC 





isim university 


Become tomorrow's Strategist 
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APPOINTMENTS __ 


Dtetgnsenttetr sr aeintnaintanicrnerdesinanuauansonvaioauesenttet 


Finance Director 


Nairobi, Kenya 


Our client, an international NGO with complex 
commercial divisions, is seeking to recruit a 
Finance Director to lead in development and 
implementation of its strategic financial objectives 
for its Africa operations. 


Key attributes for appointment to this role include: 

* extensive experience in providing strategic 
financial and investment advice; 

* in-depth knowledge of the financial management 
function, including development and review of 
policies, procedures and controls; 

* extensive experience in building individual and 
institutional financial management capacity at 
Headquarters and the country offices; 

* significant exposure to computerised financial 
systems; and 

* demonstrated ability to manage and motivate 
Headquarters and country office staff in the 
Finance function. 


in addition, the Finance Director will act as Corporate 
Secretary. 


The ideal candidate will typically have been head 
of a large Finance function and must demonstrate 
both strategic and operational achievements 
in financial and fund management. Candidates 
with experience in both the commercial and non-profit 
sectors will have an added advantage. 





US$ Negotiable 


The ideal candidate must: 

* be a university graduate, with a recognised 
accounting qualification; 

* have at least 10 years’ experience at all levels of 
financial and accounting management, with at least 
2 years of strategic financial planning; 

* be fluent in English (and one of either Kiswahili, 
French, Spanish or Portuguese will be an added 
advantage); 

* have strong analytical skills; 

* have good communication and interpersonal skills; 
and 

* have the ability to work under pressure. 


In return, our client will offer an attractive remuneration 
package and an excellent opportunity for career 
development within its international network. 


lf you meet the criteria given above, please send an 
application letter with a detailed CV stating your age, 
present employer and position, current remuneration 
package, and names and addresses of three 
referees, quoting reference number CNK/FD/2.00. 
To be considered, your application must be received by 
31 March 2000 to: 


Executive Selection Division 
Deloitte & Touche Management 
Consultants Limited 

Kirungii, Ring Road, Westlands 
P.O.Box 40092, NAIROBI, KENYA. 
E-mail: mes @dtti.co.ke 
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Economist 


:We-are seeking an Economist/Policy Adviser to join our 
| Economics Directorate, which has a high profile and provides 
an excellent opportunity for economists to develop their 
analytical önd | presentational skills in a stimulating 
environment. 


You will work within a team of economists analysing trends in 
the UK and international economies, interpreting the CBI's well 
respected business surveys and producing its quarterly 
economic forecasts. You may also have the opportunity to 
_assist in the development of the CBI's policy proposals. 


Applicants should have a degree in economics or an 
equivalent qualification. Postgraduate and/or experience in a 
business related environment would be desirable. You should 

ossess excellent oral and written skills and be highly IT 
iterate. Good interpersonal and self-management skills 
combined with an ability to work flexibly within a team 
environment are essential. 


Salary: between £16,500 and £19,000 per annum, plus 
benefits, 


To apply, please download the application form from the 
- website (www.cbi.org.uk}, complete and send fo: Mar 
Warman, Personnel Department, Confederation of British 
Industry, Centre Point, 103 New Oxford Street, London 
WCIA TDU. Alternatively, write to the above for 
the application pack quoting ref NE33. 
‘Completed applications should be returned 
by no later than 7th April 2000. Unfortunately 
we are unable to acknowledge applications FN 
received. INVESTOR IN PEOPLE 





amaian araa aaa 


Economic Analysts and Editor 


Dun & Bradstreet is the world's leading supplier of business information, Based in High Wycombe (40 minutes commute from central London), 


Latin American Economic Analyst (full-time, £20-£30K 
‘plus bonus): Analysing economic fundamentals and political 
developments, you will produce country reports to agreed deadlines. 
The ideal candidate will have a postgraduate degree with a large 
economics component and in-depth knowledge of the Latin American 
region. Proven ability to produce clear and concise analysis is vital, 
together with an excellent command of written English. 


Freelance Analysts (part-time): With similar academic and 
analytical credentials as the full-time analyst above, candidates will have 
an in-depth knowledge of either the African, Middle-Eastern, Asian, 
Latin American, Eastern European or Western European regions. 
Freelancers must be based in the UK. Those who are in a position to 
“Work for Dun & Bradstreet on a long-term basis will be preferred. 


: Editor (full-time, £20-£30K plus bonus): Copy editing and 
proof reading a variety of country risk products, the successful candidate 
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Development Alternativ 
is seeking specialists for economic ret 
programs to help governments sup 
liberalization. Consultants are soug 
and short-term assignments inthe fol 





Trade and Investment 
Fiscal Policy 
information Technology 
Macroeconomics 
Financial Sector Reform 
Labor Law 

Poverty Reduction 
Social Safety Nets 


Qualifications: an. acvanced degree 

a relevant field: a minimum of ten years 
profession including atleast five years’ expe 
policy reform measures al the ministerial level. Ex 
participatory policy reform programs prefered. - 
Interested candidates should send a resume and Cover letter to 








Development Alternatives, Inc., 7250 Woodmont Avenue, 
Suite 200, Bethesda, MD 20814 f 
Atin.: Shere Valderama 


Fax: (301) 718-7968 email: sherie_valderrama@dai.com. 
No phone inquiries please. 





the Economic Analysis Group is seeking both economic analysts and an editor for its portfolio of country risk products, 


will have professional editing experience-and will have undergone a 
formal in-company training programme. The flexibility 1o work on 
varying tasks within a smal department is vital; 


For the full-time positions, the option exists to work from home for’. 
part of the working week. Applicants should e-mail a GW, current 
salary details and a one-page writing sample to Justin Bowles, 

Head of Research at bowlesj@dnb.com Please state the position you 
are applying for (including region for freelance applicants) in the 
subject line of your message. 


Dun & Bradstreet | 


The insight to grow your business, 


105.5 


Graduate Economists in the Diplomatic Service 


£16,781-£22,781 


What do you think? 


The economic benefits of peace would be in the Middle East? 


How could e-commerce help Russia's economie problems? 


Foreign & 
Commonwealth 
Office 


The impact the Single Currency would have on trend growth in the eurozone? 


You will be tackling issues like these as a Diplomatic Service Economist, Your advice on economic issues will be fundamental to 


the development of foreign policy. 


As a talented economist, you will provide top quality economic analysis, policy advice and overseas reporting to Ministers and 
senior officials. You will spend your first two years in London working on global economic policy or EU issues. You will then 
work abroad, typically for 3 years. This could be covering economic developments in an emerging market like Brazil or South 


Korea. You will spend as much as half your career overseas. 


You must be a British citizen with a minimum of a 2nd class honours degree in economics, or a joint/mixed degree with economics 
as at least half of your course, Candidates with an MSc in economies or some related work experience would be particularly. 
welcome. You will need good interpersonal skills, originality, and intellectual stamina to thrive in a fast-moving policy environment. 


For further details and an application form {to be returned by 10 April) write to Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire’ RG21 7JB, or telephone 01325 745170 (24 hours), or fax 01256 383785. Internet: http://www.rasnet.co.uk/ 


Please quote reference A/119/ECO, 


In representing Britain overseas, the Foreign and Commonwealth Office aims to reflect the diversity of British society. Applications are welcomed 
from all suitably qualified persons, including women, members of minority ethnic groups, and the disabled. 


Fast stream > | 


OR 
aw 


CAPITA RAS We 


y The Faculty of Economics, Business Administration and Information Technology 
A (Wirtschaftswissenschaftliche Fakultät) at the University of Zurich 
invites applications for a full professorship in 


Auditing 


(Wirtschaftsprüfung) 


fA leading figure is sought for this vacant 
| position. Successful candidates should have a 
strong research orientation and be able to play 
an active role in undergraduate and. graduate 
teaching as well as in farther education, 
Candidates must satisfy the formal requirements 
for appointment to a chaired professorship at 
the University of Zurich (Habilitation or 
equivalent). Fluency in German is expected after 
a few years of living experience in Switzerland. 


The University is strongly interested in raising its 
percentage of women holding academic positions 
and therefore invites qualified female candidates 
to apply. 


Applications should include curriculum. vitae, 
publication record, statements on research and 
teaching interests as well as a list of references. 
Please submit your application by April. 25th 
2000 to 


Prof. Dr. Peter Stucki 
Dekan der Wirtschaftswissenschaftlichen Fakultät der Universitit Zürich 
Ramistrasse 71, CH-8006 Zürich, Switzerland 
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FACULTY POSITIONS 
IN ACCOUNTING AND CONTROL 














INSEAD is inviting applications and nominations for faculty 
positions in Accounting and Control at the ranks of Full Professor, 
Associate Professor and Assistant Professor. Possibility of named 
positions: Chair, Professorship or Fellowship. 

The school is seeking to build its Accounting and Control area with 
outstanding academics in this field who have a strong record of 
published research, or the potential for such a record. 




























INSEAD is a leading international business school located in 

Fontainebleau, France, near Paris. The school counts 125 full-time 

- faculty members representing 25 nationalities and attracts 650 
“MBAs and 5,500 executives from around the world annually. Its 

“Asian Campus in Singapore opened in September 1999 and is now 

‘operating with one MBA section and executive programmes. 
Faculty can opt to reside on either campus, The working language 
is English. 


INSEAD also offers a four-year PhD programme with over 40 
students enrolled, 

















Applications should include a curriculum vitae and the names and 
“addresses of three referees. Nominations or requests for more 
information should be sent to: 
Professor Hubert Gatignon, Associate Dean of Faculty at 
INSEAD, Boulevard de Constance 
l 77305 Fontainebleau Cedex, France. 
L Compensation is competitive with top business schools in the world. 


INSEAD does not discriminate on the basis of race, religion, 
national origin or gender. 









EDITORIAL OPPORTUNITIES 


BASED VIENNA, AUSTRIA 
SENIOR EDITOR, Newsletters (ref: EIU040E) 
EDITOR, Business Operations Reports (ref: EIUO41E) 


Part of The Economist Group, the Economist Intelligence Unit has 
an unrivalled reputation for providing international companies with 
information and analysis on politics, economics and business, Our Vienna 
‘office is looking for experienced business writers/editors for our flagship 

: “newsletters, quarterly reports and electronic briefing service. These are 
aimed at Western companies operating in Eastern Europe and the former 
Soviet Union. 

You will commission, edit, research and write material on operational 
business issues and political and economic trends. You must have a flair for 
clear, concise writing and a demonstrated ability to organise work smoothly 
around tight deadlines. Experience in Eastern Europe, preferably Russia and 
the CIS, is essential. A strong grasp of business issues and proficiency in an 
East European language would be advantageous. 

An extensive benefits package includes a competitive salary, relocation, 
full health insurance and profit share. If you would like to develop your 
skills and career with a global leader then please send your CV (preferably 
by email), with a covering letter and details of current salary, to our 
recruitment office at the address below, quoting the relevant reference. 
Closing date: Monday March 27th 2000. 


THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 

15 REGENT STREET 

LONDON SWIY 4LR 

EMAIL: jobs@eiucom www.eiu.com 


Intelligence Unit 
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Two positions as- 


Research Professor 
in economics and politica 
science/public administratio 


The Danish National Institute of Social Research i 
seeking internationally recognized researchers for 2 
positions as Research Professor. The institute wants to 
strengthen its competence in economics within the ~ 
following research areas: 













¢ Social Integration. and Marginalization 
¢ Labour Market Policy 
* The Distribution of Welfare 


and in political aciencp/puiic administration within the 
following research areas: 


e Social Policy 
* Efficiency of Welfare Provisions 


Applicants should have a strong scientific bakra d 
in at least one of the areas mentioned for the positio 
The applicant must have a track record of publications in. 
international scientific journals or similar and be involved _ 
in international networks of researchers working in the 
same field. Applicants must also have a profound ability 
to provide inspiration and anoa fo for other researchers. 


Information ; ; 
The full announcement and information about application 
procedure, the institute and the research programmes 
may be found at the web-site www.sfi.dk. information 
about living in Denmark may be found at 
www.um.dk/english and www. danmark.dk. Further. 
information can also be obtained from the Director 
General, Jørgen Spnoargaar (phone +45 3348 0808, 
e-mail js @ sfi.dk). 


Danish National Institute of Social Research 
Personnel Office 
Herluf Trolles Gade.11 
DK-1052 København K ~ 
DENMARK 




























Deadline for submission of applications is May 22, 2000. 


The Danish National Institute of Social Research is an inde- 
pendent governmental research institute specializing in applied 
society-relevant research and research-based elucidations 
and evaluations, The aim of the research is to provide a better 
understanding of social, economic and working conditions in 
the Danish society and to contribute to legislation and admini- 
stration build on up te date research-based knowledge of 
society from Danish and international social research. 
Furthermore, the institute produces surveys. for researchers, 
public authorities as-vell as private organizations and enter- 
prises. The institute employs some 140 of which 55 are rese- 
archers. The main part of the institute's research is financed 
by external funding. 
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COLUMBIA UNIVERSITY 
DIRECTOR FOR SPECIAL PROGRAMS 














Wiri a focus on the social sciences and humanities, the Director develops conceptual and 
earch across departments and schools, manages 
y internal foundation whose mission ts to seed new 
e to greater capacity through 
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organizations bevond the university 
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Mak Human Resuu 08, Columbia University, 475 Riverside Drive 
Room (obs, 
Emak coun 


We take affirmative action toward eawal employment opportunity, 


PLOLIS. Web site: bere /www hrcolumbiedu/be. 
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Senior Technical Advisor, Sustainability 


Centre for Development and Population Activities (CEDPA), a nonprofit international 
organization dedicated to empowering women, has an immediate opening for a 
Washington, DC based Senior Technical Advisor. Sustainability. This position will be 
charged with implementing the Women's Leadership Project, funded by the Bill and 
Melinda Gates Foundation, which enhances and expands CEDPA's leadership training, 
launches new in-country training activities and introduces distance education 
initiatives designed to deliver CEDPA training to a wider audience. Incumbent will 
provide technical leadership on financial component of CEDPA’s sustainability 
approach; conduct training in Washington and overseas; collaborate with partners tò 
conceptualize/design strategies for financial sustainability; develop tools and taining 
manuals for financial sustainability, Requires Masters degree in management, 
business, finance, education or comparable field; plus minimum ten years experience 
in a combination of NGO financial management, fundraising, resource diversification, 
NGO sustainability. Substantial experience in design and facilitation of participatory, 
learner-centered training; preferably in a cross-cultural setting needed, English 
required; French, Spanish and/or Arabic desirable. Must be able to travel 
internationally up to 4 Please send resume/CV and cover letter with salary history: 
E-mail to jobs @cedpa.org or tax to HR at 202-332-4490. 
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International Center for Agricultural Research in the Dry Areas 
(ICARDA) 


VACANCY ANNOUNCEMENT 


We e INTERNATIONAL FACILITATOR 
: o> Cairo, Egypt 
The Organization 
ICARDA is a non-profit international agricultural research center in a worldwide consortium of 16 
iF Centers, supported by the Consultative Group on International Agricultural Research (CGIAR). The 
“CGIAR is co-sponsored by the World Bank, the Food and Agriculture Organization of the United 
| Nations, the United Nations Development Program and the United Nations Environment Program. 
With a staff of over 400 scientists and support personnel, representing more than 40 nationalities, 
ICARDA addresses two key areas of agricultural research: germplasm improvement (cereals and 
legumes) and natural resource management. 


The Position 
The: Initiative for Collaboration to Control Natural Resource Degradation of Arid Lands in the 
Middle East (hereinafter referred to as Jaitiutive) aims at reducing poverty of rural populations 
through regional cooperation and natural resource management, The project has 3 main 
components: the rehabilitation of the degraded areas, integrated watershed management and the use 
of treated wastewater, and a socio-economic and policy component, It follows a participatory 
approvch with the local communities in the involved countries. The International Facilitator has 
F management responsibilities for the Initiative, working closely with partner countries to achieve the 
planned objectives of the project. He/she will be contracted by ICARDA. 


Required Qualifications 

Earned Ph.D. in a relevant scientific discipline; at least 10 to 15 years of experience in 
corresponding fields, preferably at an international level; knowledge of administrative and financial 
procedures, experience in conducting technical or socio-economic research, experience in 
organizing seminars and workshops at an international level; excellent communication and 
problem-solving skills; full command of written and spoken English, excellent computer skills 


Terms of Appointment 

The appointment will be for an initial period of two years, renewable thereafter on an annual basis, 

The salary is paid in US dollars. Benefits include housing allowance, paid home leave travel, a 

pension scheme, fife and health insurance package, dependent education allowance, vehicle for 

business and personal use. 

For more. details about ICARDA and the position, see ICARDA’s Website: 

hitp:-ewicgiarorgficarda 

Qualified applicants are invited to send: a cover letter of interest, including recent salary history; 

curriculem vitae; names, addresses, fax and e-mail of three professional referees; photocopies (non- 

returnable) of other relevant supporting documents, to: Personnel Office, ICARDA, P.O, Box 5466, 

| Aleppo, Syria: Telephone: (963-21) 2213477, 2225112, or 2228012; Fax: (963-21) 2213490, 

} 2225105, or 5744622; E-mail: ICARDA-JOBS@CGIAR.ORG (1f sending by e-mail, please do not 
i inelude graphics or other large fite attachments.) 


REFERENCE; quote INT/8376/00 on the application (or in the subject line if applying by e-mail). 
APPLICATION DEADLINE: Applications must be received by 37 March 2000. 
ICARDA is an equal opportunity employer, and encourages applications from women. 


UNITED NATIONS DEVELOPMENT PROGRAMME 
BOSNIA & HERZEGOVINA 


BRCKO LOCAL ACTION PROGRAMME - PROGRAMME COORDINATOR 


In March 1999, the Breko District of Bosnia & Herzegovina was given special status within the context of 
the Dayton Peace Accords (DPA). Each Entity of Bosnia & Herzegovina (BIH) - Republika Srpska and the 
Federation of BiH - will share sovereignty and support the creation of a multi-ethnic, democratic 
administration, 


The Broko Local Action Programme (LAP) will provide support through capacity building and policy 

_ Support at administrative fevel, and resources for underlying saci-cconomie problems and post-war 
reconciliation. Funded by the Government of lapan and UNDP the LAP will last 3 years and inctudes the 
following components: 


{H improved social infrastructure and restoration of basic social services 
(i) eredit and technical support to new and existing small urban enterprises and farms 
(ii) reintegration of displaced people (DPs) into pre-war homes, with project activities to reduce social 
©. tensions and promote reconciliation 
{iv} decentralized local government responding to a community-ted agenda 
{v} a Technical Assistance and Training Pund to support all project components 
The Programme Coordinator will reside in Breko District and will be responsible for: 
overall implementation and management af all programme components 
managing project staff and budget allocations, while ensuring transparency and accountability and 
developing a participalory approach to team building 
establishing and developing relationships with District Authorities, communities, other donor 
programmes, and the Dayton implementation office in Beeko (OHR-North) 
promoting a collaborative and participatory approach to Jocal development policy and planning, 
bringing together local government, communities, and the private sector 
capacity building and technical assistance as an input to all components 
helping to create a sustainable, responsive and community-focused focal administration 
reporting to LAP donors and other stakeholders through UNDP BiH. 


Qualifications and Experience 

At least eight years working in project management, and with government bodies, donors, and/or UN 
agencies, A strong record jn rural and community development using participatory methods, preferably in 
the Balkans and/or in post-conflict situations. Strong leadership and personal skills, and sensitivity to the 
complex socio-political context of post-war BIH, Experience of small-business and micro-credil in a social 
development context is helpful. Formal Qualifications: Degree in a relevant social science, or agricultural 
economics with proven experience of community and social development issues. Languages; Fluent 
spoken/written English. Training will be offered in Bosnian-Croatian-Serbian for strong candidates without 
local language skills. 

Salary and Conditions 

A compelitive salary with the usual terms and conditions of UN professional contracts. Initially for one year, 
renewable subject to assessment and continuing availability of funds. 

Applications 

Please apply no later than 28 March 2000, stating reference PM BIH/99/011-012. Postal Address | Resident 
Representative, UNDP BiH, Marsala Tita 48, 71000 Sarajevo, Bosnia & Herzegovina: Fax : (+387) 71 
66568; Email: registry @bib.net.ba. More information and full Terms of Reference are available from the 
UNDP Sarajevo Registry on (4387) 71 665695. 
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UNFCCC, 


Bonn, Germany, seeks 
Programme Officer, 


P-4 level, initially for 1.5 years, minimum salary US$ 50,767 +f 
adjustment. Programme Officer, under supervision of Manager D 
Coordinator, shall support the strengthening of the intergovernme 
process related to the development of a compliance system, The 
candidate should be familiar with policy and lega: issues relevant 
compliance under the Kyoto Protocol to the United Nations 'Framewo 
on Climate Change, and will be required to analyse information 
submissions from governments, track development im other conventie 
and review information from authoritative sources; identify new po 
approaches related to compliance; and, liaise with governments, of 
convention secretariats and departments of the United: Nations, 
with the World Trade Organisation, : 


Requirements: Advanced university degree in law, public policy, pub 
administration, economics or a related discipline. At least 7 ye 
relevant work experience, of which 2-3 years should have-been in a 
international environment as well as a minimum of 2-3 years ‘wor 
experience in a national government dealing with negotiation of 
international treaties, Fluency in English. Knowledge of other official 
UN languages desirable. os 


Applications stating VA 2000/£004 to: 
Chief of Administration, UNFCCC Secretariat, 
P.O. Box 260124, D-53153 Bonn, Germany. 
Preferably by facsimile to 0049 228 815 19990r by email: 
ekeip@unicce.de. 
Deadline for application: 12 April 2000 
Full announcement available on: http://www.unfcec.de 


Applications will not be acknowledged as received, Contact will ont 
be made with an applicant if the secretariat requires additional 
information or decides to invite an applicant for interview. 


Senior Policy Officers 
£23,731 pa 


Christian Aid has developed four new posts to work in.specific 
teams within the international Department to support our policy. 
and advocacy capacity, and that of our partners, and to 
research and develop policy positions on a renge of'identifed: 
issues. Within the West & Central Africa team, the focus will be” 
on HIV and aids; within the Asia team, child ang human-rights 
and land and gender issues; within the Southem Africa team, 
economic justice and within the East Africa & Great Lakes 

team, conflict resclution and peace-building. Despite the: 
different specialisms within the teams, Senior Policy Officers 

will be required to work cross-organisationally 

You will need to have proven research skills, experience - 

of lobbying decision-makers and in the regior of 5 years’ 
relevant work experience, preferably including some time 

with an NGO working in the southem hemisphere. 

Closing date: 31 March. 

Provisional interview dates: 13 & 14 April. 

To find out more please send a 39p SAE (Ad size) 

marked 72/PLOS to the Human Resources Dept, Christian Ald, 
PO Box 100, London SET 7RT or e-mail your rame and address 
to aabrefa@christian-aid.org : 


Christian Aid works with poor communities overseas to help them overcome poverty 
and improve their own ives. We work with people of all faiths and none. 

We also campaign to tackle the global causes of poverty, Weare an equal 
opportunities employer. Registered charity no, 268003 


ChristiantyAid 


We believe in life before death 
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Department for 
international 
Development 


DFID 


The Namibian Ministry of Enviranment and Tourism (MET), in 
collaboration with the UK’s Department for International 
Development (DFID) is looking to recruit an enthusiastic and 
innovative individual. tö work on the WILD project. The 
purpose of the project enables communities to integrate 
wildlife use with other land-uses in. ways most likely to improve 
sustainable rural livelihoods by generating and sharing © 
information and policy recommendations, 
This is an opportunity to develop new approaches to wildlife 
and the management of other natural resources in Namibia, 
and will enable policy makers, planners; extension staff, 
community members and others to. make better use of 
Namibia's conservancy legislation and natural resources. It will 
assist in the further development of new and existing 
‘conservancies’ in communal land tenure areas and thereby 
contribute to alleviating rural poverty in Namibia. 
Specifically the project will study, draw lessons and document: 
(a) the impacts of wildlife uses on rural livelihoods, 
(b) broader economic and ecological implications, and, 
(c) critical internal.and-external factors.that influence adoption 
of wildlife utilisation, 9.00. Bo : 
This will:tthen increase the knowledge of the impacts, . 
assessment methods and appropriate policies for-integrating 
wildlife into livelihood strategies.at all levels (community to 
“ jnternational) whilst enhancing the capacity and skills of © 
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Fulfilling Br 


The Department for international 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living 


in extreme poverty by 2015. countries in Asia 

















AGRISTUDIO S.r.l. 


is an Italian consulting company providing 
t s n to internation funded projects. For our ongoing 
programs we are looking for experts in: serienituve; rural development; 
forestry; civil and hydraulic engineering; project administration, worldwide 
including: the Pacific region. 







CVs are to be sent 

AGRISTUDIO Sir, Via Giambologn 50132 Firenze, Italy. 
Tel. +39 05 202 ~ 575175 55 5047122 

e-mail: AGS0 I @mailcrown-neét.com 


BOK. 
97 






ECONOMICS RESEARCH ASSOCIATE 













minimum 2 years of economics related work experience in financial services 
public policy, or government. Knowledge of econometrics a plus, stron 


writing skills REQUIRED. 


JOB DESCRIPTION: The Global Economics Group within the Equity 
Research department of a major New York investment bank is looking for an 
Associate to support the Chief Global Economist in analyzing and forecasting 
Global economic and financial market developments. Required skills include 
quantitative analysis, economic modeling, and writing. The individual must 
be a proven self-starter and a creative independent thinker. Candidates must 
have a strong, proven interest in econdmies research. Pls, respond to JOB 
CODE ECO 


Please send resumes to: Recruiting Contact - ECO. FAX=212-761-0558 


wx 
a 














DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as 
the World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 


PROJECT TEAM LEADER 
WILDLIFE INTEGRATION FOR LIVELIHOOD (WILD) 
NAMIBIA 












community members, extensions staff, researchers and 
planners involved in the project. 
You will assist the Namibian Project Manager in the Ministry of 
Environment and Tourism (MET) with all personnel 
management, reporting, co-ordination and communications, 
as well as providing scientific guidance and co-ordinating the 
multi-disciplinary research and policy analysis. 
QUALIFICATIONS AND EXPERIENCE 
You will have an advanced degree in natural sciences and a 
` detailed understanding of environmental issues and 
community based natural resource management in Southern 
Africa. Proven research and publication skills are essential, as is 
the ability to lead and manage a skilled, multi-disciplinary 
team. 
TERMS OF APPOINTMENT 
The post is offered on a 3 year contract, and the salary on offer 
is £35,000 = £39,000 and includes an element in lieu of 
superannuation (depending on qualifications and experience). 
Candidates should either be nationals of Member States of the 
European. Economic Area (EEA), or Commonwealth citizens 
who have an established right of abode and the right to work 
in the United Kingdom, 
Closing date: 11 April 2000. 








but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 


; minorities. 
and sub-Saharan Africa, 





2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
ACs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3120-5241407 
Emai: 100413 32435aecompuserve. com 
hup:/www,global-money.cont 


OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 


Funds GE) Express 
Tel; +953-1-6790600 Fax:+353-1-6790475 


Ridge House, 1 Conyngham Road, 
Dublin g, ireland 









BUSINESS & PERSONAL 
# "LONDON'N 
for money. Our apartments offer great savings 
| compared to hotels. Fully serviced, private n 
heating, ele i 
a Centrally tecated in Kensington ares. a 
Ashburn Garden Apartments 
a 3 Ashburn Gardens a 
www.ashburngardens.co.uk 
@sinfo@ashburngardens.co.uk 


J 


n Quality serviced apactmanis offering best valut e] 
bathroom, han. TY, telephones, central 
E Tourist Board Approved M 
E South Kensington, Landon SW7 40G, UK 
Tel: +444 207 370 2663 


Fax: ++44 207 370 6743 
BEER RR 


TENDERS 


@®WorldBid 


INTERNATIONAL TRADE LEADS 


Buy 
AUDIO ELECTRONICS 
View details at: 


www.worldbid.com 


E-mail: FundsE xpres: bie 


lage CYPRUS oe! 
Tals 3S7-2782418 Fak: 4357-2756722 
Established since 1940 
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Department for 
International 
Development 


it a highly 
unit’s technical capacity 
and housing ‘census 





and other important surveys. 
Reporting to the Director of P 
head of the Statistics Unit.’ 


ıt to reduce world poverty 









government department responsible for 
promoting development and the 
reduction of px . DFID is committed 
to the internationally agreed target of 
halving the proportion of people living 
in extreme poverty by 2015. 


Fulfilling Britain’s commitm 


BUSINESS & PERSONAL _ 
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SUITE 114 + TEANECK, NEW JERSEY - 07666 ~ USA 
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The Department for International DFID works in partnership with 
Development (DFID) is the UK’s governments, international and national 


developing country. ; 
TERMS OF APPOINTMENT 


The appointment is initially for a fixed term period of 2 years. 
There is a possibility of a further year's extension at a later 
date, The salary will be £35,000 pa. (UK taxable ) which 
‘includes.an element in lieu of superannuation and other 

» benefits include variable tax free overseas allowances, 
children’s education allowances, free accommodation and fare 


„paid leave. 


Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens 





CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable selt-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchar-dinette, bathroom, phone, satellite TV. 
central healing, elevator, maid service, resident 
manager, Suit 1-2 persons, Brochure ty Air-Mail: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 
info@ksflats.demon.co.uk 
www. ksflats.demon,ca.uk 








[REAL ESTATE 
DEVELOPMENT 
U.S. Knowhow 


On-Site Advisory and Consuiting for 
foreign Developers, Investors, 
Governments Worldwide. 

www. Redii.arg “On-Site Advisory” 
1“ Consult Free. Send details to: 
Rabraham@Mediaone.net 
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TECHNICAL CO-OPERATION 
OFFICER/STATISTICIAN 


statistics) or have a post graduate qualification in statistics, 
together with a minimum of 5 years’ relevant experience, You 
should also have strong management/training and 
interpersonal skills and, ideally have participated in the 
administration and supervision-of a population census and 
worked in the field of economic/sacial statistics in a 


clearly on your envelope, from Department for 
Eaglesham Road, East Kilbride G75 8EA or 
,gov.uk = http://wwwadfid.govuk 
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but we also work in middle inc 
countries, and in Central and Ea 
non-governmental organisations, the Europe. 
private sector and institutions such as 
the World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 


OFFSHORE BANK | 
FREE Report, reach us at: 
[offshoreanswers.com] 
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Sea «= SENIOR ENVIRONMENTAL ADVISERS 
Development : BRAZIL 


of a professional institution. You should have 10-15 years’ practical 
experience, with direct experience in Brazil being highly desirable. 
You should also have spent 10 years in an academic or practical 
environmental management role and have an in-depth 
understanding of biodiversity and social development issues. 

A good knowledge of Portuguese will also be required and 
management professionals to facilitate the efficient _ applicants nol already fluent in the language will be required to 
implementation of NRPP. in the- Brazilian states of Amapa and “take atop up’ course. 

Maranhao. ee yo TERMS OF APPOINTMENT 

In addition to responding to day-to-day implementation and sub- The appointment is for a period of 2 years and is subject to a 
project problems, you will provide expert advice on the sustainable” probationary period, commencing June 2000. The salary will be 
management of natural resources to the State's Environment. £40,000 p.a.(UK taxable), plus relocation, education and other 
Agency.and other institutions, You will also assist with the expenses and regular fare-paid UK leave. 


identification of main environmental issues, their. causes and \ : ional ; fth 
possible solutions, and participate in broader policy dialogue with Candidates should either be nationals of Member States of the 


government agencies and the DFID. European Economic Area (EEA), or Commonwealth citizens who 
QUALIFICATIONS AND EXPERIENCE have an established right of abode and the right to work in the 
Candidates will have a degree in natural or social sciences, United Kingdom. 

economics or engineering and preferably be a chartered member Closing date: 14th April 2000. 


The G7 Pilot Programme to Conserve the Brazilian Rainforest was 
initiated in 1991 and aims to help reduce the rate of deforestation 
and preserve biodiversity whilst demonstrating that sustainable 
economic growth.and conservation can be simult: sly 

pursued. The NRPP (Natural Resources Policy Sub-programme) is 
one of the most:important elements of the pilot scheme and we : 
now wish to appoint,2 highly.experienced environmental 


world po 
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Application forms can be obtained, quoting reference AH304/1c/CJ/TE clearly on your envelope, from Department for 
international Development, Abercrombie House, Room AH304, Eaglesham Road, East Kilbride G75 8EA or telephone 
(01355) 843398 (answerphone) or e-mail: rpmb1@dfid.gov.uk —-http://www.dfid.gov.uk 





Britain 


The Department for International DFID works in partnership with Asia and sub-Saharan Africa, but we also 

Development (DFID) is the UK’s governments, international and national work in middie income countries, and in 

government department pa ible for non-governmental organisations, the Central and Eastern Europe 
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of poverty. s committed to the World Bank, UN agencies and the European ¢ ities and encourages applicati 

internationally agreed target of halving the : teat f : K Opportunities and encourages applications 
z ? commission. Most of our assistance 1s from members of the ethnic minorities. 
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Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and 
trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge, 
HONG KONG: Stuart Sobie USA: Bill Andrews GIBRALTAR: Diane Dentith UK.: Simon Denton T.C.: Paul Winder 
: 77 Tel: 363 9669 Tel; +350 76173 Tel: +44 (0)207 479 7070 +1 649 946 5036 
Fax: +1 757343 9668 2 a ax: +44 (0)207 439 4436 +1849 946 3052 
sovereigngroup COM i (@sovereigngroap.com Mdisovereigngroup,com 


Sovereign Trust (Gibraltar) Limited is licensed by the Financial Services Commission ~ Lice ti 0044 www.sovereigngroup.com 





Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 

Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 

tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 

please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 
CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 

international Company Services (Canada) Ltd iberia Companhia de Servigaos Lda. International Company Services (UK) Ltd 


Tel: +1 450 679 7452 Fax: +1 450-679 4263 Tek +351 21.314 2030. Bax: +351 21 314 2031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 
Email: icacanada@cedep.net Email: por@ICSL.com Email: uk@0CSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
International Company Services (USA) Inc international Company Services (USA) Ine International Company Services S.A. 
Yel +1 310550 8712 Pax: +1 3102057973 Tel: +19549431498 Fax: +19549431499 Tel: +598. 2.902 1165 Pax: +598.2902 1491 TOR 
Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com wwwi.l k S 
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JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M-East / U.S.? Contact for Free Info & Critique 








www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 2024781698 — cpamerica@careerpath.co.uk 
Europe +44 20 75048280 — cpeurope@careerpath.co.uk 


Asia / M. East / Aus +662 2674688 cpasia@bkk loxinfo.co.th 





The Asia-Pacific Center for Security Studies is a 
growing Department of Defense academic 
institution providing a focal point where current 
and future military and political leaders from the 
44 Asia-Pacific nations gather to enhance 
cooperation, and build relationships through 
mutual understanding and study of 
comprehensive security issues among military 
and civilian representatives of the United States and other Asia-Pacific 
nations. The Asia-Pacific Center for Security Studies is located in 
Honolulu, Hawaii, The Center invites applications for the position of: 


DEAN OF ACADEMICS 


The Dean of Academics is the primary advisor to the President of the 
Asia-Pacific Center for Security Studies on all academic matters, with 
responsibility for coordinating the educational aspects of the College of 
Security Studies, Conference Division and Research Division. The 
College of Security Studies conducts three 12-week executive courses 
a year with a class size growing to 75 senior military and civilian 
international fellows, and two senior executive courses with 
approximately 20 participants. The Conference Division develops and 
executes six to eight seminars and conferences annually with 20 to 200 
military and civilian leaders in attendance. The Research Division 
conducts the directed research program and develops content for 
conferences and seminars. 


The ideal candidate will have the following qualifications: an earned 
doctorate in international relations, political science, economics, 
security studies, or related field; a strong publication record and a solid 
professional reputation; exceptional leadership, management, and 
communication skills; and in-depth knowledge of Asia-Pacific security 
affairs. Prior military or civilian experience in the U.S, Department of 
Defense is a definite plus. U.S. citizenship and the capability to qualify 
for a Top Secret security clearance are required. 


Annual salary is $110,000 plus additional 25% Cost of Living 
Allowance. 


This is an excepted service term position not to exceed three years 
(with possibility of renewal). Women and minority applicants are 
encouraged to apply. Equal Opportunity Employer. 


Send letter of interest, curriculum: vitae reflecting educational 
background and management experience, listing of publications and 
“three letters of reference to: Personnel Director, Asia-Pacific Center 
| for Security Studies, 2255 Kuhio Avenue, Suite 1900, Honolulu, 
‘Hawaii 96815. 
Applicants claiming 5-pts Veteran's Preference should submit a DD- 
¿214 indicating type of discharge (member 4 copy) or if claiming 10-pts 
“submit an SF-15 and VA letter (dated within one year). 





Application deadline: April 30, 2000. 
Learn more about Asia-Pacific Center for Security Studies by visiting 


its home page at! WWW.apcss.org 


_ BUSINESS & PERSONAL 






W CANADA IMMIGRATION W 


Let dur exclusive group of former Visa Officers, with over 35 years experience, provide expe: 
assistance and guidance to your immigration proc Applications professionally and 
confidentially prepared. Our money-back guarantee is your assurance of success. Past internet 
and emailgervice, Specialists for skilled workers, businessmen and investors. 


OIG CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.oiccanada.com E-MAIL-passport@infoserve.net 
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a Germany 


Kronberg/Ts. - the most desirable town to jf 
five in the Frankfurt/Main area. VILLA for ff 
sale - highest representative residence OM i 
9.9 Million, VILLA also available in | 
Königstein, Bad Homburg - please contact: || 
Sigi Hartmann, Hartmann Gmbel The Real 
pe Agent: (49}-6196-92990 Fax 419} 








6196-929910 e-mail: HanGmbn@aoi.com 


























Small Private aviation software 
company $ looking for anew 
CE and/or investor and/or 
buyout. Good reputation 
| established software products 
enormous potential = 


01403-713188 


BANK FOR SALE 


Extraordinary opportunity far 
insurance company, online 
securities firm, mortgage broker 
or corporate entity to acquire a 
U.S, Bank with Federal charter. 


+ $100+ Million in Assets 

* Governed by the OCC and 
FDIC 

* Proven ability to generate 
deposits through web-based 
banking strategy 

* Sound Portfolio Credit Quality 

* Efficient, low-cost funding 
platform 


OFFSHORE COMPANIES 
* Ready made companies = 
*Full corporate administration 
* Trade services (L/C,, shipping) 
* Banking/Accounting services 
* China business development servi 
Contact Stella Ho for immediate servi 
& company brochure 
NACS LTD 
Room 1108, Albion Paza, 2-6 Granvi 
Road, 7.5.7, Kowloon, Hong Kong 
E-mail: nacs@nacs.com.bk 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 


E-mail: mkahtan@interport.net 
Or call; 212-699-6076 USA 


STUDENTSHIPS 


Masters in Finance or 
Economics Sponsorship 


Applications are invited for studentships at a prominent British 
university or business school leading to a Master's degree in 
finance or economics, A successful candidate, who must have 
been accepted for such a course, will have his/her fees paid and’ jf 
will also receive a contribution towards living expenses. ; 














The Marjorie Deane. Financial Journalism Foundation aims to 
promote the understanding of financial markets and institutions, 
and in particular to foster excellence in financial journalism. [| 
Preference will therefore be given to applicants who can write wel 
and who will produce a piece of research {probably based on their: 
dissertation) that is suitable for publication. Gg 





Studentships are open to all regardless of age, sex, ete. Applications by Friday April ith 
2000 to Box 4102, The Economist, 25 St. James's Street, London SWLATHG. 


ANNOUNCEMENTS COURSES 


Kombinat Aluminijuma Podgorica, 
Mantenegro 

The announcement in The Economist issue 

March 12 2000: Anode Plant Reconstruction 

and Management - International Tender. 

Aluminijuma Podgorica, 


UNIVERSITY DEGREE) 
BAC S e MASTER'S i 

Earn a recognized, bgal and accredited degree 
entirely through work or life experience or tutored aie 
campus or off-campus, : 


ST. GEORGE UNIVERSITY | 


Distant Education Centre, JAPAN-URY 
‘Tel: (00 or GOL or OL) BH 16511-14489 

A E-Mail: cxford @stgeorgeuniversity.ede f 

Website: httya//wwv.stgeorgeuniversity.eda | 









Kombinat 
Montenegro wishes to inforin, interested 
parties that the deadline for remittance of 
letters of istem is March 26 200, instead of 
March 15 2000 as it was wrongly published 





-F eis = n = 














Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and ireland to Switzerland. In addition, Crossair also offers more than 100 desti 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your 
local travel agent or Crossair +44 845 607 3000. www.crossair.com BH. The Gualiflyer Group 





crossair 
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Department for 
International 
Development 


< The Department for International Development's primary 
_ purpose is to contribute to the elimination of world poverty. In 
“support of this aim, DFID wishes to establish Development 

Research Centres (DRCs) to improve the integration of 
economic and social research, policy influencing and southern 
capacity building. < Pye T ane 
ORCs are.centres of specialisation around a particule 
and policy theme. They willbe led:by a single organisation, 
and should be.a consortium of northern and southern: 
organisations. Organisatians will be required to. nominate a 
Director foreach Centre. z E i 

DFID intends to.invite proposals from interested organisations 
to direct and participate in a numberof DRCs. There are two 
ways in which DRC themes.can be chosen: 

- DFID solicits ideas for new themes identified by research 
organisations, which are consistent with DFID’s overall 
objectives and strategies for the achievement ofthe « 
International Development Targets, supported by the global 
community. DFID is looking for innovative, strategic research 
themes to help shape development policy and practice in 
































the future, 





The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living 
in extreme poverty by 2015. 





Fulfilling Britain's commitment to o world poverty 


CALL FOR TENDERS 


The International Tropical Timber Organization {TTO} invites 
bids from consultant firms and other institutions for the 
implementation of Pre-project PPD27/99 (Mj “The Medium and 
Long-term Outlook for the Tropical Timber Market”. The selected 
entity will provide services related te forecasting the supply and 
demand fer tropical timber products for agreed countries and 
range of products. 













Further details are available from the Executive Director, ITTO. 
Fax: 61-45-223-1111 Emai: itto@mailitto-unet.oen.nejp 
Tender deadline: 30 April 2000. 


: DEVELOPMENT RESEARCH CENTRES 


` SELECTION CRITERIA 


Application packs and further details are available from Linda Meikle, Department for International Development, 
Procurement Department, Abercrombie House, Eaglesham Road, East Kilbride G75 BEA. http://www.dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as 
the World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


ECONOMIC AND SOCIAL RESEARCH 


2. DRCs can be based on the following themes identified in 
DFID’s 1998-2001 Economic and Social Research Strategy: 
* Socially and Environmentally Responsible Business 
* The Rights-Based Approach to Development 
e Participation, Accountability and Policy Change 
* The Impact of Donor Partnership Arrangements 


Consultancy companies and organisations are invited to submit 
a capability statement of no more than 3 pages along with 
abridged CVs of key personnel. These will be assessed against: 
originality; likelihood of policy findings relevant to DFID goals; 
quality of personnel; quality of approach, implementation and 
dissemination plans; adequacy of collaborative arrangements 
and capacity building. 





. Funding of the DRCs, which will begin operation in January 


2001, will be up to £0.5 million a year for five years (including 
an initial 6 month inception phase from July to December 


` 2000). 


Requests for application packs must be made in writing and 
received by 5 April 2000. 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 


DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 


US. BASED COMPANY WITH 25 YEARS OF SATELLITE COMMUNICATIONS 
EX. NCE IS LOOKING FOR HIGH QUALITY PARTNERS AND REGIONAL 
CONSULTANTS /DIRE! RS TO MANAGE THE LICENSING, SALES, AND 

MARKETING OF OUR IN JATIVE SATELLITE COMMUNICATIONS SERVICES. 
Sakon is building satellite systems in. developing countries like Bahrain, Ethiopia, 
Haiti, India, Ivory Coast, Jamaica, Kenya, Pakistan, Senegal, Vietnam, Yemen 

and other areas where fiber is excessively expensive or non-existent. 

Our world-class SATELLITE COMMUNICATIONS SYSTEM offers the following services: 
















* . Direct-Dial Voice Services p 

* Calling Centers and Cards 

* ~ Internet Access Service: 

+- je 

2 sis Š 

ai a Sakari 


For more information calf Phd Gibson. at 001-978-683-7890 «235 or via e-mail at: pgibson@sakan.com 
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| OFFSHORE BANK| 


| For Sale US $2,000,000 
| Premier Jurisdiction - Est. 1960's (File #242) | 
| For further information, please contact: f 
| CARIBECO USA LTD. 
Gary A. Ferraro, President l 
| „Tel: 21:561-391-4308 / Fax:561-44 | 














DELAWARE (USA) 


BAHAMAS FOR LESS $599 CORPORATIONS 
aitte Generel 


8 DAYS/7 NIGHTS 
SANDY PORT BEACHES RESORT 


n Soot Bi, Ri PUE. 


i a i 7 
Tel: 800 468-9101 3247 a ONH A iii 


The ultimate authority on the world’s best hotels 
hideawayreport.com 


NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
31% - 317 REGENT ST LONDON WIR 7¥B UK 
www. rrinerva-press.co.uk 











uisitions - Equit yo 





loans. Send brief p 
summary to: Fax: +46 8 712 
Email: « i 










Se a3 35 26° ne Swede n 





Skrivanek Translation Services, Ltd. 


SKRIVANEK is registred EU doliverer (CCR CZE - 23379) 


- professional translation. services in more 
than 100 language combinations! 
- interpreting, software localisation 
- company start-ups (cali +420 603 514706) 
- large translation projects 
- franchising licence worldwide 
with no up-front charges 
(ask for free info: pavel@skrivanek.cz) 


SLATION 












































Reduce your costs, get high quality translations, translate with us! 


.34 USD/ 1000 words! 


Prices from 
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E-mail: economist@ocra. 


| WE WILL MATCH ANY 








PO Box 55, Ramsey; isi 


| Great Britain, IM99 46 


TEL: +44 1624 815544 
FAX: +44 1624 817080 
26 Officas Worldwide 


—WWww.ocra.com -— 


1$09002 94 Certificated + A member of the Estate and General Group established in 1 


Taking Compan 
Formation into the 
21st Century 


*O@eeeeoeeeoeeneos 


|W Ready made & cwn choice of name 
(Co's available in UK & worldwide, 
N Free advice & colour brochure. 
E Free name check, 
B We guarantee the 


mail, tel, fax, e-mail and 
lassociated services, 


OTHER QUOTE. IM All major credit cards accepted, 


The Company Store Group lAmeriea) (Bahamas) (Balze) (BV) (Ireland) [Nevi] Panama] 





(EZTET eres 


26 North John Street, liverpool L2 ORU, UK 
Tel: +44 (0) 151 258 1258 (24hrs} 
„Fax: +44 (0) 151 236 0653 


Visit our comprehensive website: 


www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 
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15.1 jan 








Switzerland 
United States 
Euro-11 









Jan** 


4.1 Feb 





| OUTPUT, DEMAND AND JOBS Japan's economy shrank at an annual rate of 5.5% in the | 
| fourth quarter; since it also shrank in the third quarter, this putsit technically in recession. Euro- 
| area Gop growth rose to 3.1%in the year to the fourth quarter. Sweden’s slowed to3.4%. American | 
| industrial production rose by 5.6% in the 12 months to February. 
| % change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts __ production (volume) % rate | 
| ___  3mthst 2001 3 mths? 1year latest year ago | 
| Australia +40 +a, I t6 o oad aos i ao 67 feo 7A | 
| Austria na na tH, 42 wa ABO 
| Belgium + - 0. 110 Feb? 12.0 | 
| Britain 59 nt 63 | 
| Canada 68 ro 79 | 
| Denmark 5.3 jan 6.9 | 
| France 10.5 wn 115 | 
| Germany _ 10.0 feb 106 | 
| italy 2 111 Now nE 
| japan t. 4.7 Jan 45 | 
| Netherlands _ 2.7 fes | 
i 
| | 
| 
| 
| 


Jun 


9.6 Jan 


“Not seasonally adjusted. ‘Average of latest 3 months cx 








pared with average of previous 3 months, at annual rate. Noyan, claimant court rate 4.0% in. 











o 
in 
















































































| February.§ Dec-Feb, * *New series 
| Mee aa aot . 
| PRICES AND WAGES British wages rosë by 6.4% in the 12 months to January, an increase of 
| 4.3% in real terms. This was the highest growth rate since March 1992. Spanish consumer-price 
| inflation edged up to 3.0% in the 12 months to February; France’s fell to 1.4%. Canadian con- | 
| sumer-price inflation rose to 2.7% over the same period. 
% change at annual rate The Economist poll 
Consumer prices* consumer r prices forecast Producer prices* ___Wages/earnings 
2 3 mths! 1year 2000 2001 3 mths? 1 year 3mthst 1year 
Australia 423 + 1:8 O84 +37 + 34 +55 + 3.1 04 +50 + 17 œ% 
+43 + 14 tA 75 FBT Feb +30 + 2.0 lant? 
+16 +73 + 5.8 Jan +34 +29 03 
es + 24 +15 + 2.3 Feb + 84 + 6.4 Jan 
Sates + 2.3 + 3.0 + 4.4 Jan +06 +09 Dec 
+23 461 + 42 ln +50 +41 93 
+ 12 +39 + 2.1 jan + 5.20 + 27 Q3 
| +14 +85 + 57 feb na + 27 Dect 
| + 1.8 +66 + 38 jan + 1.2 + 2.0 Dect 
an n nil + 0.4 + 0.1 Feb na + 2.9 jan 
+ 2.5 +01 + 2.8 tan 
| t23. t AA A 22ta] 
| +20 5. +77 +21 Dee | 
| +14 7 na + 0.7 1988 
United States a 7 +26 : +32 + 3.6 Feb 
Euro-11 tt 19 + 2.0 Jan +17 +16 +65 + 5.0 jan +24 +24 ga 








‘Not seasonally adjusted. t average of latest 3 months compared with average of previous 3 months, at annual rate. ** New series 


| hit several countries in western Africa. But 


| because of war; rather, because of its mis- 











COMMODITY PRICE INDEX 
Mozambique and Madagascar 
are not the only countries where natural di- 
sasters have recently destroyed crops and 
caused a threat of starvation, according toa 
new report by the United Nations Food and 
Agriculture Organisation. Floods have also 


drought is a more common problem. Parts 
of Kenya and Somalia have been badly af- 
fected, as have Iraq, Jordan and Syria. Yet 
drought is rarely the sole cause of disrup- 
tion to food supplies. Often man-made di- 
sasters, such as wars, are more to blame. The 
war between Ethiopia and Eritrea, and civil 
wars in Congo, Angola, Burundi and 
Uganda have all hit food supplies. Chech- 
nya is suffering from its war with Russia. 
North Korea too faces starvation, but not 


guided economic policies. 
























































1995=100 % change on 
Mar 7th Mar 14th* one one 

ee ONE year 

Dollar index 

All items 74.4 749 ~ O4 + 58 

oo 6e 722 +05 225 

industrials a 

All 78.8 786 ~ 16 +184 
Na 73.9 739 -05 +15 

“Metas 82.9 826 = 24 +354 

Sterling index 

All items oo 739 752 + 13 + 95 

fod 70S 725 +22 +08 

Industrials 78.6 790 + 01 +22.5 

Euro index 

All items 

Food 

Industri 

Yen index 

All items l 

Food l | 

industrials 89.5 a78 -50 +55 | 

Gold | 

$peroz 492.25 289.35 ~ 46 + 23 | 

Crude oil North Sea Brent | 

S per barret 31,56 2849 + 09 +1233 | 


* Provisional, T Nan-foad agriculturals. 
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@ NETHERLANDS The Dutch economy 











has been a great success in recent years, sO | Tapp Za 
much so that others now aspire to emulat- 
ing the Dutch model. The Netherlands has 
enjoyed rapid economic growth with low 
inflation and falling unemployment, to a 
rate of only 3.2% last year. But problems are 
emerging. The economy shows signs of 
overheating. Wages are rising fast and asset 


|% increase on a year earlier 
: wm, Netherlands 










| | Balance of payments 
$bn 










Current-account surplus 





oir 


























prices are looking bubbly. Local interest 
rates cannot be raised to cool the economy, 
because they are now set by the European 
Central Bank for the whole euro area. So the 
orcp’s latest country survey argues that fis- 
cal policy needs to be tightened. It also pre- 
scribes further labour-market reform, to 
make wages more flexible and get more 











_| Unemployment 
as % of labour force 


_~fetherlands 





20007 01t 








people who are actually employable off 








sick leave and back into work. 


ste cnet ne om | 
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“FINANCIAL INDICATORS | 





MONEY AND INTEREST RATES Japan’s broad-money supply growth slowed to 2.1% in the | S STOCKMARKETSEC TORS Shares in elec- 
12. months to February; narrow-money supply growth was a perkier 12.3%. American Treasury | tronic-components firms were the best buy 
bends rallied after the government said it would buy back $1 billion of long-term bonds. _ of the past year in rich-country bourses: in. | 
_Money supply" interest rates % p.a. (Mar 15th 2000) _ | the 12 months to March 14th, their average 

2year corporate price rose by 131%. But the sector isoddlyde- | 

bonds latest? year bonds | fined in the Morgan Stanley Capital Inter- 

national study to include technology firms 
| such as Intel and Cisco. Shares in electrical 
| and electronics firms, which cover such 
firms as Lucent and Nokia, rose by 126%. 






























































United States _ 


Euro-11 L 











Narew i except Britain MO, MO, broad N M 13 except Britain M4 Sources: Commerzbank, Den Danske, T PENGA Morgan, 
Handelsbanken, Warburg Dillon Read, WEEA ¢ 5] Wespac, Pomark Datasteam Rates cannol be construed a 








STOCKMARKETS America’s Nasdaq composite index, in our table for the first time, rose | 
briefly above 5,000, but then fell sharply. The Dow rose as investors switched from Nasdaq tech- | 
nology stocks into blue chips. A sell-off of tech stocks was also behind Frankfurt’s fall of 7.2%. 








| 
| 
| 
| 
i 
| 
| Brit 
| 
| 
| 
i 
| 
E 
| 
| 
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Market indices ce A change on o 
2000 one one record Dec 31st 1999 
Mar 15th high low week year high infocal in $ 
= _ewrency terms. 
3251.0 3,030.1 + 03 


Australia (Ail Ordinaries) 3,163.5 



























Austria ( (ATX) 1097 : 
Belgium (Bel 20) Be A 8 3, 340.4 2,532.2 
Britain (FTSE 100) 6,930 2 6,005.2 

















Canada (Toronto Composite) _ 95809 81142 -30 +105, 


on a2 +102” 


“58+ 42 





















42179 35128 
8,065.0 64749 


2182.3 1,666.4 
38,168.32 































1 "305.4 4 17548 
Netherlands (EOE) 644.0 680.5 


Spain | (Madrid SE) 1,103.6 1,146.2 


Sweden (Affarsvariden Gen) 64288 6,960.6 


Switzerland (Swiss Market) 6,856.3 7,570.1 
Fadulshnornsabnanle m b 
United States {DIIA) 11,723.0 

3 







































(Nasdaq comp) 4 
Europe (FTSE E Eurotop 300)* 
Euro-11 {FTSE E Ebloc 100)* 






































“in euro tern 
Salomon 5 





al index inciudes individual markets fi isted above plus eight others, i 
ney World Government 1 Bond index, total return, in dollar terms. §Provisional, 


TRADE, EXCHANGE RATES AND BUDGETS America’s current-account it deficit was a record $338.4 billion last year, up from $220.6 billion > 
in 1998. France's current-account surplus shrank to $36.7 billion last year, down from $40.2 billion in 1998. The yen surged to another-all-time 
high against the euro and a six-week high against the dollar. Its trade-weighted value rose by 1.6%; that leaves it 17.6% higher than a year ago. 










_ Trade balance*, Son Current account Exchange rate Currency units 
$bn The Economist poll trade-weightedt per per 
latest 12 mths % of GDP, forecast Mar 15th year ago 
2000 2001 
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Switzerland 
United d States 
Euro-11_ t 


taustalta, | Britain, France, Canada, Japan and United States imports fobs, exports fob. Allg th ers dtia 
Mot seascnaily adiusted. "New series 
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i@ INTERNET ACCESS CHARGES Theorcp 
regularly tracks the cost of Internetaccess in 
its 29 member countries, comparing peak 
and off-peak rates charged by the main 
telephone company in the principal city for 
varying periods of time. The three main 
components of charges—the monthly fixed 
cost of a telephone subscription, the charge 
for telephone use and the charge for In- 
ternet access--vary widely among coun- 
tries. In some countries, such as France, cus- 
tomers pay a combined charge for the time 
they spend on the Internet. In the past year, 
Internet service providers (1srs) in several 
OECD countries have introduced a charging 
model where they charge nothing for ac- 
cess to the Internet, but make money from 
charges for telephone use instead. And in 
the past few weeks, isps in several European 
countries, including Britain, have an- 
nounced plans to offer unmetered Internet 
access. Customers will then pay onlya fixed 
charge, as most do already in the United 
States, Canada, Mexico, Australia and New 
Zealand. 








Germany 

| Hungary 

| Portugal 

| Denmark 

| Austria, 

| iceland ; 
Netherlands: 


| ireland 

| United Stat 

New Zealat d 
Finland 


[Sources GECH Fincludinig discount schemes! 























ECONOMY After two years of deflation, Chinese consumer prices rose, albeit by only 0.7%, in 
the 12 months to February. China’s visible-trade surplus narrowed to $28.2 billion in the same 
period. Mexican industrial production rose by 8.1% in the 12 months to January. Israeli Gop 


growth was revised down to 3.0% in the year to the fourth quarter. 








































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
“GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China + 6.8 Qa +12.0 Feb + 0.7 feb +28.2 Feb +29,3 1998 156.8 Now 148.6 
Hong Kong + 8.7 Qa ~ 6.3 93 - 5.3 Jan ~ 6.0 jan + 0.6 19087 96.3 Dec 89.6 
India + 5.5 a2 + 9.4 Jan + 2.6 Jan ~ 79 jan - 44 93 327 Bec 26.8 
Indonesia + 5.8 g +20.2 92 + OA Jan +25.4 Jan + 4.7 93 26.5 Dec 22.7 
Malaysia +10.6 a +26.0 Jan + 16m +19.1 jan + 9.4 1999 32.2 Jan 27.2 
Philippines + 46 Qa “It? noy + 30 tee + 43 De + 6.2 Oc 12.9 Nov 89 
Singapore + 7.1 Q4 +26.8 Jan + 15 jan + 3.6 bec +17.9 Q3 76.8 dec 749 
South Korea 412.3 %3 +28.1 Jan + 1.4 Feb +22.9 feb +23.2 jan 76.7 jan 53.5 
Taiwan “+ 68o +10.8 en + OS fre +10.3 fe + 5.4 06 103.5 Nov 88.1 
Thailand +77 B + 7.7 Jan + 0.9 Feb + 9.5 jan +11.9 Jan 31.9 jan 28.3 
Argentina ~ 4.1.93 + 9.6 Jan -~ 1.3 Feb = 1.9 Jan -12.5 Q3 26.3 Dec 24.8 
Brazil + 3.1 Qa + 5.4 Jan + 8.4 jan - 0.6 Feb ~23.0 tan 34.8 dec 42.6 
Chile ~ 1.5 93 +10.9 Jan + 3.3 Feb + 1.8 jan - 0.1 a4 14.4 dec 16.0 

Colombia ~35 04-131 oe + 89 Fb + 16 de ~ 5.9 1998 76 ve 83 
Mexico + 5.2 Qa + Btn + 11.0 Jan ~ 55 in -14.0 a4 33.6 Jan 347 
Venezuela ~ 45 os na + 17.9 Feb + 5.0 Jun + 55 Q4 12,3 dec 11.9 
Egypt + 6.0 19998 + 9.7 1999 + 2.9 Jan ~12.5 93 ~ 1.8.93 15.0 Nov 18.2 
Greece + 3.5 1998 + 4.5 Dec + 2.9 Feb ~ 17.3 Sep ~ 3.5 Sep 16.6 jan 20.7 
Israel + 3.0 Qa + 5.7 Dec + 1.3 Jan ~ 7,3 Fed ~ 2.6 4 22.0 bec 22.7 

South Africa + 2.1% + 6.1 Dec + 26 an + 2.8 tan - 0.9 93 6.4 jan “44 
Turkey ~ 5.6 a3 + 4.2 Jan + 69.7 Feb ~14.6 dec ~ 0.4 Nov 22.9 Jan 20.3 
Czech Republic + 0.8 o3 + 3.9 an + 3.7 Feb = 2.2 Jan ~ 0.4 93 12,7 Nov 12.4 
Hungary + 4.4 Q3 +18.5 Jan + 9.8 Feb ~ 2.2 Jan ~ 1,9 Jan 11,6 feb 94 

Poland + 4.9 93 + 7.9 Jan + 10,1 Jan -14.7 Jan ~12.0 Jan 24,5 Dec 26.4 
Russia + 88 oa +13,7 Feb + 25.1 feb +32.2 Nov +15.9 Q2 8.5 pee 7.8 


*Excluding gold, except Singapore; IMF definition. Visible and invisible trade balance. SYear anding June. 








FINANCIAL MARKETS Moscow rose by 12.7%, in dollar terms, following last week’s cut in in- 
terest rates from 45% to 38%. Most other markets were sharply down, hit by the general decline 
in technology shares. Forthcoming elections depressed shares in Greece and Taiwan. Seoul was 


hit by investment-trust companies selling blue chips. 














































































































Currency units interest rates Stockmarkets % change on 
per $ per £ short-term Mar 15th ~ Dec 31st 1999 
Mar 15th yearago Mar 15th % p.a. one in local in$ 
week currency terms 
China 8.28 8.28 13.0 1.98" 1,790.1 ~ 26 + 233 + 233 
Hongkong 778 775 12.2 6.09 16,747.2 ~67 ~ 13. = 14 
india «43.6 42.4 68.5 9.12 5,249.8 -47 + 49 + 47 
Indonesia 7,500 9,025 11,792 11.97 586.9 +30 - 133 - 185 
Malaysia 380 380 597 315 920.5 ZII + 133 + 133 
Philippines 410 389 645 875 1,638.6 -01 = 235 = 248 
Singapore wi 172 2.69 2.25 2,022.1 -24 = 184 = 207 
South Korea 1,118 1,227 1,758 6.99 8375 -86 - 185 -175 
Taiwan 30.7 33.2 48.3 535 8640.0 “80. + 23 + 44 
Thailand 38.1 373 59.9 3.87 386.2 +02 - 199 ~ 210 
Argentina 1.00 700 1.57 711 606.1 -38 + 105 + 105 
Brazil 174 1.87 274 18.90 17,3816 T49 + 17 + 48 
Chile 506 490 796 5.25 5,203.6 -i4 + OF + 54 
Colombia 1,956 1,555 3.075 10.10 973.6 -o7 - 24 -— 65 
Mexico _ 9.35 970 14.7 13.31 7,987.9 237 + 120 + 136 
Venezuela 666 580 1,046 12.25 5,872.9 -22 + 84 + 57 
Egypt 3.44 3.41 5.40 9.08 12,625.9 ENA Se (66, . S270 
Greece 344 292 541 8.98 4,553.8 -65 = 177 = 212 
israel 3.98 4.01 6.26 77 550.2 ~25 + 29 + 179 
South Africa 6.47 6.23 10.2 10.10 78239. -24 - 84 ~ 128 
Turkey 578,575 362,425 909,636 34.00" esta +29 + 173 + 100 
Czech Republic 36.7 34.4 57.7 5.34 664.8 +12. + 358 + 329 
Hungary 266 231 418 70.91 10,2046'F +03 + 157 + 107 
Poland 409 393 6.42 18.48 21,666.2 +11 + 198 + 21.4_ 
Russia 28.4 23.6 44.7 38.00 Aas 4127 + 292 + 251 





*Proxy, because of lack of interbank market, Neflation-adijusted. *New series. §in dollar terms. **Mar 10th. Mar 14th. 


Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters; Warburg Dillon Read: J.P Morgan; Hang Kang 
Monetary Authority; Centre for Monitoring indian Economy; FEL; EFG-Hermes; Bank Leumi Le-lsrael; Standard Bank Group; Garami Bank, Deutsche Bank; 
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you do. The Allianz Group 
is always on your side. 


For over 75 years we have successfully managed the 
assets of life insurance policy holders. This, together 
with the close cooperation of our global partners and 
the experience of our asset management team leads to 
improved long-term investment performance. It’s no 
wonder then, that we were recently awarded the pres- 
tigious Standard & Poor’s AAA rating. Maybe that’s why 


we insure more Fortune 500 companies worldwide 


than anyone else. Allianz. The Power On Your Side. i X 


ALLEA, 


Allianz Group. Europe’s leading global insurer 
and provider of financial services. 





Introducing i2i. Now there's a revolutionary new concept in 
online trading for global businesses. It's called i21, an Internet 
spanning network of world-class companies that connects buyers 
and sellers into an industrial-strength e-marketplace. There's never 
been anything quite like it. 121 gives you a choice of three forms 


of transactions —classifieds, auctions, and exchanges—on a 

completely secure and confidential trading platform that you can 

customize to fit your particular needs. In addition, you can click 

your way through the transaction with support services ranging from i i 


inspection to shipping. And because of our partnership with SAP 


industrytoindustry 


you can seamlessly integrate your company's operations with our 
trading platform. 121. The click you've been waiting to hear. Trade With ale MAEN Strength 
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E-mail 


_ $iR—in your survey on e-com- 
-merce (February 26th) you sug- 
gest that there will be a major 
winnowing of e-commerce firms 
to a small number of giants, prob- 
ably led by those who have best 
solved the problems of fulfilment. 
You are right for companies com- 
peting with traditional retailers. 
But beneath them will be a shoal 
of smaller fry whose competitive 
edge is specialisation. The global 
reach of the Internet means that 
the local neighbourhood is de- 
fined not by geography but by 
speciality. Businesses which can 
support a small shop in a major 
metropolis with physical trade 
can support many times the vol- 
ume in a world market, and busi- 
nesses too small to exist in physi- 
> cal space will provide respectable 

jobs and incomes in cyberspace. 
Initially these businesses will 


depend upon postal services for 


fulfilment and pay a significant 
premium for it. But as they. be- 
‘come more common, fulfilment 
specialists and other services will 
arise to support them, reducing 
costs towards those of the majors. 
Thus, there will arise on the In- 
> ternet a full ecosystem of compa- 
- nies to challenge the “winners” of 
ṣo, the initial sort-out. 
Newbury, 
ALEC CAWLEY 


Sin—I disagree that “the Internet 
could be a strong price-deflation 
“raising 
your prices is harder when your 
customers instantly compare 
them with everyone else's.” While 


The | 
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e-commerce. will surely’ make 
buyers less likely to pay above the 
market-clearing price, it will also 
make sellers less likely to sell be- 
low that price. These forces imply 
only that a narrower range of 
prices will prevail in the market 
for a particular good, 

It is for a different reason that 
e-commerce will be deflationary. 
You note that there will be less 
need for “intermediation” bet- 
ween initial production and final 
consumption in the new econ- 
omy. As resources such as labour 
and capital are released from in- 
termediate activities into the pro- 
duction of goods, the overall sup- 
ply of goods will increase and 
prices will fall. 

Athens, 
Georgia MICHAEL AARSTOL 


Sir—You fail to analyse in depth 
an important technology that is 
likely to have a significant impact; 
fledgling war (Wireless Applica- 
tion Protocol) technology which 
allows access to the Internet via 
mobile phones. 

One impact of wap will be on 
the use of credit cards as a 
method of payment for items 
bought over the Internet. Mobile- 
phone companies could become 
the credit companies of the future 
by offering customers the ability 
to pay for goods on the Internet 
while putting the charge on the 
customers’ phone bills. This is 
technically possible and secure 
(any amount of security software 
and hardware could be incorpo- 
rated in a mobile phone), and it 
would not generate the fear of 
fraud that currently exists with 


J, bmm mt ae a van le ee Ym a 


Subscription Service 


Please enter a subscription for 1 year 
EH enclose payment of 


{payable to The Economist Newspaper Ltd) 


For credit card payment, see subscription card insert 
C Australia A$268 
Cl Malaysia US$67 
[Other Asia/Pacific US$165 

Ci The Economist Quarterly index 


i 
i 
t 
t 
t 
t 
i 
i 
} 
t 
t 
i 
OSingapore 5$204 - 
Ci Thailand US$84 H 
j 

i 

l 

I 

4 

i 

i 

f 

i 

i 

i 

i 

ł 

i 


US$66 per year 


the Economist Binders 


US$74 per set of 4 


The Economist Newspaper Limited 

30 Ratfles Place, #13-01 Caltex House, 
Singapore 048622, Singapore. 

Telephone: (65). 534 5166 Fax: (65) $34 5066 
E-mail: subscriptions@economist.cam 


istered ib THE UK under The Dala Protection ket, 1988, Regitaedl i in Lendon 236983, Registered office 25 St Jarnes’t Street, Londons SAIA THG 
at ie i er aa s Ai‘ a, aa a me ae ana Sae Ba at aa aG E a Saa a De a m e a e a a Sa a e m e S 








LETTERS The Economist, 25 St James's Street, London swiaaHG | FAX: 020 7839 2968 g-mail : letters@economist.com 


credit cards. It may even extend to 
charging for offline goods with a 
phone company informing retail- 
ers that a transaction has been ac- 
cepted at the time of purchase. 
Another major change will be 
the ability for businesses and in- 
dividuals to charge small 
amounts (less than $1) for goods 
delivered over the Internet. “Elec- 
tronic cash” has been promised 
but has yet to materialise. Many 
mobile-phone companies already 
handle small charges with per- 
second billing for phone calls. 
They would simply pass the ag- 
gregated amounts on to the In- 
ternet vendor after making a 
small charge. 
Dublin Tom Davy 


Branding politicians 


Str—Lexington (March uth) falls 
short of explaining the core pro- 
blem of political dynasties by fo- 
cusing so heavily on the presiden- 
tial aspects. In 1990, the voters in 
Arizona were given a choice for 
governor between J. Fife Syming- 
ton ım (east-coast boarding 
schools, Harvard, son of Martha 
Frick, cousin of Senator Stuart Sy- 
mington) and Samuel P. “Terry” 
Goddard un (east-coast boarding 
schools, Harvard, son of Arizona’s 
governor, Sam Goddard). Barry 
Goldwater probably never imag- 
ined that Arizona would be left to 
choose between two men who 
were the epitome of the east-coast 
elite he fought against. Not to 
mention our own favourite son, 
Senator John S. McCain iu (naval 
academy, son of a four-star admi- 
ral and grandson of a four-star 


admiral). 

Phoenix, 

Arizona Jim Law 
EPEE a ae Re E IE eae RH I ETN Po ee lt 


No apologies 


Sir—Your article about reconcili- 
ation with Aborigines and man- 
datory sentencing (“An apology 
delayed”, March 4th) leaves me 
bemused. You say that “[Prime 
Minister John] Howard was left 
looking somewhat foolish” for 
not intervening to overturn man- 
datory sentencing in the Northern 
Territory. At the time you wrote 
this the Aboriginal Council in 
New South Wales polled public 





showed that six out of ten people 
did not want to say sorry because 
many Australians are migrants 
who were not living here when 
the injustices occurred. 

On mandatory sentencing, | 
live in Western Australia where 
we were so fed up with the level 
of crime. and the pathetic sen- 
tences handed out that a regula- 
tion requirifig a prison sentence 
for a third instance of breaking 
and entering was forced on par- 
liament. Liberal and Labour alike, 
who hold the majority of seats, 
voted for the measure but for this 
offence only. 

There has now also been a poll 
on mandatory sentencing. In 
Queensland, 73% were in favour, 
as were 72% of South Australians; 
neither state has mandatory sen- 
tencing but both obviously envy 
states that do. Western Australia 
had 71% approval and only Vic- 
toria with 44% in favour rejected 
the concept. 

Applecross, 


Australia Bos STEPHENSON 


Le mot juste 


Sir—La messagerie électronique 
is a monster of words invented by 
the Académie Francaise for e- 
mail, a tool simplifying daily 
tasks (“Le cyber challenge”, 
March uth). The francophone Ca- 
nadian province. of Quebec, 
known by the founding fathers of 
the Académie as New France, has 
solved this: translation elegantly 
and to the entire satisfaction of 
the local language-police: cour- 
riel, a neat combination of the 
words courrier and électronique. 
Académie Francaise take note. 


Mississauga, 

Canada Fritz LAUBER 
PEPENE ran ten ere eee oS Te EN ie eee ere fl 
Borda post 


Str—You make a strong case for 
the Borda count as the fairest vot- 
ing system (“The mathematics. of 
voting”, March 4th). But you do 
not mention the most prominent 
example of the Borda. count in 
practice; it seems remarkably sim- 
ilar to the voting system used in 


the Eurovision Song Contest. 


Could it- follow that the fairest: 
system does. not-necessarily lead 
tothe best outcome for all? 





opinion about apologising: and. Dublin : MARK- TOTTENHAM 
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Tempest 


* NEW YORK » LONDON œ% BANGALORE + HONG KONG «© 


CHIEF FINANCIAL O 


Internet IPO 





London or New York 





Tempest is a fast moving group of companies focused on the delivery of 
related products and services. around the world. The group is publicly best kno 
publication of its market-leading family of buy and sell-side rankings i in 10s 

markets - all of which are sponsored by Reuters. The internet is increasingly the 10 
important delivery channel for the group’s business, which currently. comprises 
publications, software systems and management consultancy. ; 





You will be joining 15 highly seasoned managers and 70 talented employees from 22 
nationalities. This headcount is planned to grow rapidly. 


The CFO will be based in London and will take the company through an IPO in the next 12- 
18 months. Subsequently, the CFO could relocate to New York. 


Key responsibilities will include: 
management and control of the global direction and contribution to financial 
finance function including responsibility for planning and future strategy 
directing financial growth and development preparation. of the business for an IPO 
provision of commercial financial support è front line relationships with institutions, the 
including tax and treasury management to the financial community and professional 
business to maximise both profit.and cash advisers 
flow 


© You are likely to be one of the most talented finance professionals of your generation. You will be ae 
highly commercial individual with an impressive track record of growing and managing within cross- 
border and multi-cultural environments. You are likely to have flotation and M&A experience withi 
fast growing sector, You will also be a skilled negotiator and relationship builder. Your soft skills 
be as good as your hard skills. 
The most promising candidates are likely to be either those seeking a change from investment banking, : 


or you could be an existing CFO seeking new challenges. In either case, Tempest’s greatest attraction 
is likely to be its young, technology based and fast-growth culture based on a “can-do” attitude. 





Interested candidates should forward their curriculum vitae and covering letter to: 
Stephen Parker, Chairman and CEO at Tempest Consultants Ltd, 
3rd Floor, Cheapside House, 138 Cheapside, London EC2V 6LX. 


email; ceo@tempestconsultants.com 
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EXECUTIVE FOCUS 


EVER WONDERED ABOUT THE FORCES 
THAT SHAPE THE DIGITAL AGE ? 





CLUSTER 
MANAGEMENT CONSULTANTS FOR THE DIGITAL ECONOMY 


We are an international management consulting firm renowned for our high impact on Telecommunications, 
Internet and e-commerce organisations. Our success is driven by our youthful, qualified and resourceful 
team of consultants with a diverse range of backgrounds from more than 32 different nationalities. Our 
phenomenal yearly growth of 100% compels us to search for talented individuals to join our team. 


To find out if CLUSTER is the right environment for you, ask yourself if the following statements accurately 
describe you and your aspirations: 


You are attracted to the continuous challenge, intellectual stimulation and rewards of a career 
in strategic management consulting. 

You want some real experience that will open the doors to outstanding future opportunities 
as a consultant or as a manager or entrepreneur. 

You desire to create a sharp focus allowing you to gain experience and opportunities at the 
forefront of the dynamic telecom and Internet industries. 

You want to work in a nen-hierarchical environment with talented and innovative people, 
many of whom have top international MBAs and past experience in leading strategy consulting firms. 
You want a distinctive and international culture, far removed from stifling tradition, that 
allows limitless merit-based opportunities for rapid promotion, personal development and salary 
progression, 

You are seeking a highly competitive compensation package, including stock options and 
a performance bonus scheme. 


Candidates should have a world class first degree and fluency in English is required. Knowledge of 
additional European languages is beneficial. Strong interpersonal skills and an international open mindset 
coupled with an enthusiastic and committed professional attitude are a “must”. 


If these statements describe you, Please send your CV and cover letter to 
we would like to talk with you about Maria Vidal or Andrew Bott at EM on: 
becoming a member of CLUSTER. cluster.economist@e-m.co.uk 


www.clusterconsulting.com 
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‘The United Nations Development Programme (UNDP) is the 








IN 5 largest source of assistance for development and is 


“the main body for coordinating its development work. UNDP 5 Inter-Agency Procurement Service Office (APSO). 
located in Copenhagen, Denmark, provides a wide range of procurement services to governments of UNDP programme 
countries other UN systems and organisations and other partners. 


Excellent opportunity, leadership and change management 
DEPUTY DIRECTOR 
INTERNATIONAL PROCUREMENT 


An excellent opportunity arises for a Deputy Director to 
play a key role in developing and maintaining the daily 
activities in IAPSO. 


The task: 


Reporting to the Director of the United Nations 
Development Programme (UNDP) Nordic Office, you 
will be responsible for handling the operational and 
strategic activities in LAPSO, including the management 
of an organisation of 50 employees including managers, 
procurement-, finance and IT-specialists. 


IAPSO has over the last few years developed into a 
professional procurement organisation using the latest 
technology to deliver the highest quality of service to 
their customers eg. other UN- and related organisations. 
Your task will be to support and advance this positive 
development through. establishing strategic partnership 
with customers and supporting your managers in 
negotiations with suppliers. 


At the strategic level you will be responsible for inter- 
agency coorporation and establishing IAPSO’s reputation 
within UN. You will constantly need to develop the 
organisation to ensure the strategies fit the needs of the 
customers. 


Your qualifications: 


You will ideally possess a graduate degree in business 
administration or equivalent. A proven track record at a 
management level in an international environment is 
essential, preferably with some experience working with 
developing countries. It is important that you have the 
ability to see and use IT-as a business process enabler. 


SEARCH & SELECTION 
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The candidate must be able 
managerial and leadership skills: 


necessáry to manóeuv re iman eal political ; 
environment, It is vital that you can establish and execute 
business strategies. and that you constantly have the energy 


and business drive to pursue the goals of LAPSO, 


The candidate has astrong multicultural sensitivity as well 
as highly developed communication skills. You must be 
adaptable and flexible with the ability to make decisions 
when needed. Furthermore overcoming obstacles through ` 
efficient diplomacy rather than through exhibition of 
formal power is a must. 


IAPSO offers: 


A demanding possibility to develop the organisation 
further into one with a strong sense of business-orientation 
and customer focus, You will be supported by a dedicated > 
organisation witk enormous experience within the. 
procurement area. 


As the agency is based. in Copenhagen, it wil be necessary 
for the candidate to relocate. to Denmark. [APSO offe 
an attractive package on a competitive level. 

If you have any queries. please do not hesitate to contact / 
Allan Jacobsen for further information at +45 35824848. 
Please send your application marked 06C and CV to. 
Ernst & Young, Search & Selection, Tagensvej 86, ° 
2200 Copenhagen N, Denmark or mail to: alj mes@ey.dk. 


ŽI] ERNST & YOUNG 


FROM THOUGHT TO FINISH.” 













D * + 
> Population Council 
is an international nonprofit, non-governmental institution 


that conducts biomedical; social science, and public health research 
in developing countries: 


Country Director, Vietnam 


F Population Council is seeking a population professional to serve as 

‘Country Director for its office in Vietnam. in collaboration with. Viet- 
fiamese institutions interested in population studies, family planning: 
and reproductive health service delivery, this professiorial will develop 
and implement a program of research, training, and technical assistance 

e focus is to improve the overall quality of reproductive health and 
family planning services, enhance service access, expand contraceptive 
ochoice. and achieve optimal coordination of population policy, gender, 
amily, and service delivery efforts. 



































Qualifications: Doctoral degree in social science, medicine, public health, 
‘or-telated field with training relevant to population, reproductive health, 
“and family planning plus minimum five years’ post-doctoral professional 
@xperience, demonstrated ability to design, implement, analyze, publish, 
| and disseminate research on population and reproductive health in 
loping countries; proven ability to manage and administer a country- 
yopulation and reproductive health program, in-depth, substantive 
knowledge of population and reproductive health field, as well an 
international reputation for excellence in developing population assis- 
tance programs; understanding of bureaucratic systems in Asia and a 
demonstrated ability to work in a multi-cultural environment; and, excel- 
Jent written and oral (English) communication skills. Knowledge or 
willingness to learn Vietnamese desirable, willingness to travel 





For consideration, please forward your resume with cover letter to: 
Dr Saroj Pachauri, Regional Director for South & East Asia, 
Population Council, Zone 5A, Ground Floor, 
india Habitat Centre, Lodi Road, New Delhi 110003, India 
“E-mail: Monica@pcindia.org FAX. 91-11-464-2903 
For-complete job description, visit our web site: www. popcouncil.org 


An EQE/AA Employer. We encourage applications fram females and minorities. 
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Pure Luxury 


Global dot com, HQ London 
Excellent Package 


Gur client is poised to re-define supply and demand in the Luxury 
industry through dynamic, innovative e-tailing, backed by prestigious 
blue chip partners. The opportunity now exists for key individuals to 
shape the destiny and vision of this vertical Internet portal, the “One 

Destination Lifestyle Universe’. 





ine 


As a member of the global core management team, your 
entrepreneurial spirit, market knowledge, and passion for exclusive 
brands will play a vital role in driving the strategic direction of this 
exciting organisation. 
Chief Financial Officer 
Global Brand Officer 
Chief Technology Officer 
Chief Operating Officer 

Sales Director 
Marketing Director 
Product Director 


C Apply with full CV and salary details ‘quoting the relevant job title, in confidence 
te Louise Campbell at Venture Partnership Ltd. Telephone +GGl0120 7319 7444 
or emait research@venlureparinership.cam 


expertsinthe e-business environment- 











A Respected Multinational seeks Expression of Interest 
for a Part Time or Full Time role Assessing Business 
Opportunities in Japan 


Prestigious Opportunity for a Well-Connected 
Individual with a Background in Strategic, Military, . 
Government or Business Affairs i 


Applications are sought from suitably experienced individuals for the positian of 
Senior Consultant Gapan to a large, highly respected global organisation, Our 
client specialises in preparing country profiles and assessing the economie 
climate for businesses which have investments.crare considering further 
investment in japan. : Sa ane 















































The Senior Consultant Japan) will be a senior adviser'to out clignt's research 
team. Together with the team, you will guide the preparation of the country oo 
profile and business assessments, You will be expected to utilise your wide 
network of contacts in Japanese government, military and business circles : 
provide accurate and timely information on the political and economic situation 
in Japan including potential movements, APE 











You are a highly professional, well-connected and self-motivated individual 
with good oral and written communication skills. Yau should be able to 
demonstrate a thorough understanding of the government, military and business 
sectors in Japan. The hours and level of contribution we expect are flexible and 
can supplement your existing professional activities, 








Fluency in Japanese is required, and a knowledge of English would be helpful, 
The excellent remuneration paid by our client reflects the importance of this 
role. Expressions of interest, ideally including a resume, together with 
an email address, should be sent to our Asia Pacific Executive 
Director, Mr Peter Keene and will be treated in absolute confidence 
(email and fax preferred) Email keenecon@keene.cam.au 

Fax +65 322 8563 or you can mail your correspondence to our 
Singapore office at the address below, Ref. 1004 














EKADI 
Level 36, Hong Leong Building 
16 Raffles Quay 
SINGAPORE 048581 
Fax +65 322 8563 


Email keenecon@keene.com.au 


Executive Search & Selection 
Sydney + Melbourne « Brisbane + Perth + 
Singapore + London 



















Oliver, Wyman & Company is the leading management 
consulting firm entirely dedicated to the financial 
services industry. Founded in 1984 in New York, we are 
$ one of the largest specialised strategy consultancies, 
with over 200 professionals. 
| Due to our continued success, and the expansion of our 
business in several exciting new growth areas, including 
ecommerce strategy, we are looking for exceptional people 
to join our London, New York, Frankfurt and Madrid offices. 
-We welcome applications from graduates with: 
«An outstanding academic record 
- Minimum of 28 UCAS points 
(including a quantitative subject) 
~ Minimum of 2:1 degree from a leading university 
(any discipline) 
*Related work experience in either consulting or financial 
services 
Imagination, motivation and good humour 
Fluency in Spanish, German or Italian is an advantage 





+ Positions available for an immediate start. 
To apply, please send a CV and covering letter to: 


Kathryn Seys 

Recruitment Co-ordinator Oliver, Wyman & Company 
1 Neal Street Covent Garden London WC2H 9PU 

Tel: 020 7333 8333 E-mail: kseys@owe.com 

a Wwwoliverwyman.com l 
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MANAGING DIRECTOR = indian Private Bank 


Our client is a large. profitable private bank, backed by a reputed financial institution, with assets of approximately Rs. 35 Billion and 
a national network of over 35 branches. They are cornmitted to leveraging technology to offer innovative and state-of-the-art 
electronic banking products for corporate and retail consumers and expect to achieve Rs. 100 Billion in assets over a 5 year horizon, 

They are seeking a dynamic Managing Director, to fuel their aggressive growth initiatives, 
The incumbent will be based in Mumbai (Bombay), India and work closely with the Board, with specific responsi f for 

Defining strategy for growth in size, operations, products in the new millennium 

Driving the use of relevant technology to maximise efficiency throughout the Bank 

Managing, motivating and driving a dedicated professional team 

Managing overall performance and profitability of the Bank ee 

Representing the Bank in various industry forum, interacting with requiators and government at senior levels 

Managing day-to-day operations, through various functional & product heads 
The ideal candidate will be a senior banking professional with atleast 18-20 years work experience within the industry, with significant’: 
experience in managing profit centres and large teams of professionals. In-depth knowledge of financial market operations: is 
necessary, as is a high degree of comfort with contemporary banking products, systerns and inforrnation technology. A self-starter. 
with excellent leadership, analytical, communication and administrative skills will be ideally suited. International experience will be 
of advantage. 
Compensation is market driven and will include South Bombay Housing + Car + ESOP Should you wish to initiate a dialogue; 
please call or courier/fax/e-mail a structured resume within 7 days to the Practice Head, Consulting & Financial Services. Please 


clearly indicate your contact telephone numbers, quoting Job Title & Code: MDB/CFS/MUM/1512 on ali envelopes E 
correspondence, If you are responding by e-mail, please fill in the job code as the subject header. 


ABC SEARCH PRIVATE LIMITED 


901 Arcadia, Nariman Point, Murnbai 400 021, India. Tel: #91 22 2824122. Fax: +9122 2834947. 
e-mail: abeseacch.bombay@vsnicom ; 
: ASIA THE AMERICAS EUROPE AUSTRALIA 


ey International Finance Corporation 
IFC a Member of the World Bank Group 


Senior Operations Manager 


IFC, a member of the World Bank Group, promotes private sector investment in developing countries which will reduce 
“poverty and improve people's lives. IFC executes a major donor-funded program of private sector technical assistance. 
“covering Russia, Ukraine, Armenia, Georgia and Belarus. At present over 300 staff are employed on 11 separate projects whic 
“are managed from IFC's regional headquarters in Moscow, IFC is in the process of consolidating and expanding this work, WI 

emphasis on TA initiatives to promote foreign direct investment and develop small and medium enterprises. 


The Senior Operations Manager will be a key member of IFC's management team for TA. This is a challenging position which 
critical to the success of the overall program. 


Responsibilities: =- Qualifications: pny 
*Take the leadin:devealoping and setting-up new projects. «At least 5 years of relevant work experience, which mu 
«Work closely with donors to realize both IFC and donor include the private sector and must demonstrate good 
strategies for private sector development. knowledge of what makes businesses succeed. 
Ensure that IFC's TA work reflects best practice in the  »* Graduate degree in business administration or eauvalent 
region. *Solid track record in managing and motivating large teom 
¢ Build strong linkages with the staff and programs of IFC and with proven ability to lead, organize and delegate. 
the World Bank Group. «Excellent communication skills in English ‘written and oral): 
*Foster strong relationships with local Government officials Russian or other regional language skills highly desirable ; 
and especially with private sector investors and managers. *Good knowledge of European donor community preferable: 
+ Oversee Project Managers, review performance, and build — » Willingness to live in Moscow, travel extensively in the CS, and 
internal management depth to support future activities. periodically to Europe and the USA. : 


IFC offers a stimulating work environment and internationally competitive conditions. 
For Corporate information, please visit IFC's web site www.ifc.org 
_ Send resume and cover letter atin, Ms. Natalia Trekhleb by fax: (7-095) 9546-21-63 or e-mail: NTiekhieb@ifc.org 
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to control income and expenditure, review budget proposals and revisions, control 
vhe C hart of Accounts, develop Financial Instructions, monitor delegations of 
authority and review and analyse monthly financial reports and annual 
statements, 
E Advanced university degree in finance with a specialization in accounting and/or a 
recognized professional accountancy qualification and eight years of professional 
F experience. Excellent knowledge of English. Salary is about Euro 61,000 
AE GTA, 


| to help in planning, design, development, implementation, integration and set-up of 
operations of ORAC LE management information system; to undertake feasibility 
Po stidies, system analyses, translate user needs into new applications, integrate 
ting modules, develop local enhancements, recommend business process re- 
“gngineering and lead implementation team(s). 
University degree in Computer Science, engineering, or another discipline that 
provides the necessary analytical and technical skills. Six years expertence in the 
“field of management information systems, including at least 3 years’ recent 
practical eaperience with the implementation of client- -server applications. 


ho provide second-le 
pandor Materials Management systems currents RTAS OSCE- wide by 
z out ad-hoc requests for new functionality, interfaces and reports, and 


ons for finance and purchasing, Salary is abet Euro 42,000 per annum. 


laries are net of tax in Austria, but subject to social security deductions. Please 
nd your application, accompanied by a detailed curriculum vitae, to: OSCE, 
sonnel Section, Kärntner Ring $ ~ 7, A-1010 Vienna, Austria or by fax: (+43- 
344 36-96. For more information on the OSCE, browse our Website: 
WWW OSCEOFE. 


‘The Economist 
Intelligence Unit 


The Thought Leadership Services division of the Economist Intelligence Unit (EIU) 
develops leading edge research in co-operation with the world's foremost 
consultancies, financial services and technology firms. We enable service providers to 
leverage their expertise through surveys, in-depth interview programmes and 
interactive panels with select groups of senior executives, As a division of the EIU, 
Thought Leadership Services is able to extend global visibility through a variety of 
-orldwide marketing and distribution channels, 


Business Development Manager 

The TLS division is currently seeking to fill the position of Business Development 
Manager. The focus of this position is to develop new business that meets the 
standards of the TLS division for scope, quality, feasibility and profitability. The key 
elements of this role will be to identify and qualify sponsor prospects. You will work 
closely with sponsors to customise the programme offering. negotiate and prepare 
proposals and close sales to meet budget targets. You will also work. with the sponsor 
to recruit senior level participants for Thought Leadership Panels..dn.order to qualify, 
you must have 3 years in business development or consultative sales, sound 
negotiating skills and Knowledge of current financial and management topics. 





TLS Marketing Manager 

The Thought Leadership Services division of the BIU is looking fer a marketing 
manager to promote the division globally to its target market of sponsors and to 
corporate buyers of its reports. In this role you will take responsibility for the direct 
marketing activites of the research. programmes and work with the TLS team to fulfil 
customer needs and liaise with sponsors’ marketing teams. You will be responsible 
for writing marketing material, directing global public relations campaigns and 
ensuring promotional opportunities are explored with other paris of The Economist 
Group. In order to qualify you must have 3 years of direct and client relationship 
marketing experience, excellent writing, communication and presentation skills, and 
the ability to negotiate with senior level executives. Electronic marketing skills a 
plas. 


The Economist Intelligence Unit is an equal opportunity employer that offers 
competitive salaries and excellent benefit packages. Please fax or e-mail resume w/ 
cover letter and salary expectations to: 
212-586-1186 
eiujobs @ciu.com 


Process Improvement Manager. 


London 


The Economist Group is a world-leading source of analysis 
and opinion on international business and politics. The 
company continues to expand into new markets, by 
exploiting new media technologies and providing high 
quality products to a growing business community through 
its global network. 


The group’s core values have always been quality and 
independence of thought - enabling the creation of one of 
the world’s most recagnisable brands. Continuous 
business improvement in an accelerating marketplace is 
the challenge that has created this. role. Reporting to the 
Group Finance Director, you will evaluate and implement 
multiple programmes to manage change, improve cost 
effectiveness and achieve best practice standards. 


From the strategy tothe reality, you will prioritise projects, 
working closely with the senior operational, finance and IT 
community. Your common objective will be to increase 
efficiency and fully align corporate and support functions 


Up to £60k + benefits 


with the needs of the business. As the group continues its 
substantial investment programme, .you will provide 
leadership and clarity of purpose in the delivery of tangible 
benefits. 


This is an opportunity to make an impact. 


Combining a career in either Finance, IT or Purchasing 
with major change and project management experience, 
you will have the credibility to influence at Board level, and 
a demonstrable track record of process improvement and 
delivery of cost savings. You will be seeking a high profile 
role in a forward thinking group where your ability to 
achieve will be noticed and rewarded. 


if you have the analytical and management ability then 
please send your CV and current salary details, quoting 
reference 11018 to Highfield Executive Search & 
Selection, 1 London Road, Newbury, Berkshire RG14 1JL. 
Fax: 01635 38837. Email: economist @ highfielduk.co.uk 


_ The | 
Economist 


THE ECONOMIST. GROUP 
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ATE OF QATAR 
OB OPPORTUNITIES gees 


The Planning Council Announces The 

Following Vacancies For Highly 
Qualified And Experienced Candidates 
To Work As Experts At Its General 
Secretarial In Doha: 


q Rad 
č Ş 


Ph.D. In Economics From 
a Reputed University + 8 
Years as a minimum 
Relevant Experience 


Expert In 
“Development 
Planning 


Expert In Econometrics | Ph.D. In Econometrics 
From a Reputed 
University +8 Years as 
minimum Relevant 
Experience 


Ph.D. In Public Admin 
From a Reputed University 
+ 8 Years as minimum 
Relevant Experience 


Expert in 
Microeconomics 


Candidates must be fluent in Arabic 
and English 


Salary and Benefits Will Depend On 
Qualifications and Work Experience 


Applications, CVs, And Experience 
Details Should Be Sent Within one month 
Of This Announcement to The Following 
Address. 


Administrative And Financial Affaires 
Dept. 
The General Secretarial - Planning 
Council. 
Doha: P.O. Box: 1855 
Fax: 0974 - 425555 
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The Intemational Development Research Centre (IDRC) is one of the leading insti j 
tutions in the world concerned with generating and applying rew knowledge to @ 
meet the challenges of international development. IDRC supports research in 
developing countries on key problem areas and builds international networks to. 
share and apply this knowledge. IDRC is headquartered in Ottawa, came wi ih s 
Regional Offices located in Africa, Asia and Latin America, 


{ORC's Corporate Strategy and Program Framework identities ihree broad aas 
which together provide an umbrella for the Centre's programming to Suppo research 
strengthen capacity in developing countries. Environment & Natural Re: 
is the largest of these areas, representing about 45% of the Centre's program activ 
this area, IDRC requires: ihe assistance of an accomplished manager as iis new Dir 
Environment & Natural Resources Management. Reporting to the. Vice-President, Progra 
and forming part of a six-p2rson management team, the Director directs the Scientific and 
nical formulation and delivery of the’ Genies overall program as. it rel lates: to the ea 
Environment & Natural Resources Management: 


The a will Fuse preven human resources and know! ledge: manage 
me cons 





ci provide inte’ yel lectuat xd scientific leaders Abs aid help direct policy ioe 

gram delivery. You hold a PhD or equivalent educational background in a fi ; 

to Environment & Natural Resources Management: Your 10 years of professional job-te 

management experience, zlong with your work irta developing country or with a major int 

tional agency will serve- you well, as will your ability to communicate. in various tangu 

Excellent interpersonal and: communication skills, alongwith tact, diplomacy, discreti 

dependability, will. allow you.to present JORC's interests and activities efigctively. and persi 

sively at senior levels in a variely of cultural, organizational and international settings. 
To-apply, pigase submit Your resume to 


ROBERTSON SURETLE rasumes @sottawa. com, oF ve fact 


SECM EES SEARCH 
DRC is corimilted t 


International Food Policy Research Instit 
searching for policies to feed the world and protect the 


Director, Markets and Structural Studies Division 
Ref, #99-138 


IFPRI seeks a high'y experienced senior researcher and manager to’ prov 
intellectual and managerial leadership for its Markets and: Structural’ Stud 
Division (MSSD) in conducting research and performing outreach dct 
developing country policy issues. MSSD research, ou h, and dinpact ass 
focus on the reform and development of agricultural inpot and output Hia 
marketing and institutioas; infr ucture development; sural indistri 

policies for agricultural comme: 

Duties: The Division Director is responsible t 

implementation of the division's work plans 

support staff, administration of the divi 

the division's research projects, T i 

managing broad and complex 

disciplinary teams, He/She partic 

continue to publish. 

Required: Doctorate degree in Agricultural Econonncs, Economics: 

field; a minimum of ten years experience-th conducting food policy re 

for developing countries and interacting with policy makers; demonstra 
expertise and substantial achievements in agricultural markets and 
studies, excellent English verbal and written language skills, as well as g 
interpersonal communication skills; demonstrated abilite in foster ollaborativ 
acuvities and fund raising; supervisory and adminisuative experiences ant th 
ability to travel internationally, 


Applications: IFPRI offers a stimulating, collegial research environment wit 


competitive salary and excellent benefits. Please send a de 
summarizing ihe, relevance of your erpeneneg to IFPRE a needs, 


FAX: (202) 467. 4439, oF mailt to IFPRI, Herai Resoun 
2033 K Street, NW, Washington, DC 20006, USA. Posi ii 
a qualified candidate is identified. 


IFPRI is an international and equal opportunity organ: š 
diversity contributes to excellence. IFPRI therefore e sauria women ang 
developing country nationals to apply. 


IN ALL INQUIRIES AND CORRESPONDENCES PLEASE QUOTE REF#99-138; 





It’s one thing to analyze the vast forces of change in business 
today. It’s quite another to have the vision to actually drive that 
change. From finance to marketing, leadership to electronic 
commerce, Wharton's acclaimed faculty has helped to shape 
and direct the trajectory of the global economy. And that inte- 
grated visionary thinking is precisely what makes Wharton 
Executive Education both relevant and valuable. Some of the 


best minds in business are in Wharton's classrooms. Join them. 





E-Commerce Strategy 
May 21-26, 2000 


Strategic Alliances 
June 18-23, 2000 
November 12-17, 2000 


Web Metrics: Making the Most of Your 
E-Commerce Data 
June 27-30, 2000 


Global Market and Export Management 
July 30-August 4, 2000 
February 11-16, 2001 


Aresty Institute of Executive Education 

FOR A COMPLETE PORTFOLIO OF COURSES: 
215.898.1776 or 1.800.255.EXEC, ext.2494 
http://wh-execed. wharton.upenn.edu/2494.cfm 
E-mail: execed@wharton.upenn.edu 


Wharton Executive education that works 


The Wharton School 


University of Pennsylvania 

















Our largest gains are made in developing 
countries. From the human perspective, that is. 


T ee 


melas 7 WACR IG MAaROII CMa Tiss Olobalisation is the biggest challenge we are facing 
today. And there has to be more to it than just new 


markets. After all, it affects the quality of human life around the world. This is why we, Germany's 
Development Bank, promote developing countries on behalf of the German Federal Government. As a bank 
we have several distinct advantages, because we consider each proposal as carefully as we would 
a loan. And it pays dividends. Especially for people. Ask for our 5th evaluation report on our work with 
developing countries. Phone: +49 (0)69 74314260. Fax: +49 (0)69 74313363. e-mail: kfw.asa@kfw.de 


N KfW - Palmengartenstr. 5-9, 60325 Frankfurt/M. 
KO June 1 to Oct. 31 at EXPO 2000 in Hanover GERMANY'S DEVELOPMENT BANK 


EERE ae 
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Taiwan's China dare 


"THIS was meant to be the Pacific century, 
yet how suddenly the language of com- 
merce in the world’s fastest-growing region 
can give way to talk of war. Taiwan’s election, 
which has ended 50 years of Nationalist rule 
and picked as the next president Chen Shui- 
bian, the candidate of a hitherto pro-indepen- 
dence party, is a clear rebuff to China’s Com- 
munists, who claim Taiwan as their own. 
They have long said they would meet any 
move to independence with force, and re- 
cently added that force would also be used if 
Taiwan tried to delay talks on reunification 
indefinitely. They made plain before the poll 
- that Mr Chen was unacceptable. The Taiwan- 
ese chose him anyway (see pages 23-28). 

Will China now make good its threat? Its leaders, stunned, 
say they will watch what Mr Chen does and listen to what he 
says. And if China does not like what it sees and hears? Make 
no mistake, an exchange of shots across the Taiwan Strait 
would not simply be a small skirmish in a 50-year Chinese 
civil war. A clash between East Asia’s second-largest economy 
and its fourth-largest would do huge collateral damage, not 
least to financial and trading interests the world over. It 
would draw in America, which is committed to help Taiwan 
if it is attacked, Others, from Japan to Europe, who value their 
security ties to America and profit from the stability these 
bring could not afford to turn aside either. 

But high stakes can bring opportunities, as well as dangers. 
For his part, Mr Chen knows he was elected to fight 
Nationalist-spawned corruption, not China. He has already 
said he will not declare independence. This week he offered 
to meet China’s leaders for a “peace summit”, while Taiwan’s 
parliament voted to end the ban on direct cross-strait trade. 

China knows that taking pot-shots at Taiwan, let alone at- 
tempting a full-scale invasion, and trading threats with Amer- 
ica would frighten away investment, putting China’s own 
economic development at risk. A blockade of Taiwan, though 
easier than an invasion to mount, would be the surest bar to 
China’s entry to the World Trade Organisation. And if China’s 
leaders feel pushed by their pre-election threats to demand a 
casualty or two, they have some: the humiliation of Taiwan’s 
Nationalists and their leader, the arch-“splittist” Lee Teng-hui, 
who last year infuriated China by calling for relations to be 
put on a “special state-to-state” basis. 

Both sides insist they would prefer peace to war, yet there 
is a real risk of stumbling into a conflict by misreading each 
other's signals. That is where America can help, since it talks 
to both and wants to see tempers cool. Indeed, the only clear 
point of disagreement this week was one of semantics: China 
wants any talks with Taiwan to take place on the basis of its 
one-China principle; Mr Chen rejects that as a precondition, 
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but is prepared t what Ching . 
means by it. Th 
ous to any. train 
word-play over “on 
the business of 
That may no 
fice in May. Time, 
switch off the meg 
talks that both sides 
that China insists on, 
If only it were t 
China” difference is 
years China, Taiwan and 
cluding America, have su 
tion that there was bu 
could then agree te disagree indefinitely 
China it could be: a Communist dictatorship | 
one country, two systems (as China insists) or on 
states (as many Taiwanese would now prefer). But thi 
of diplomacy works only as long as both China a: 
agree that it works. Increasingly, they do not. By any meas 
but China’s, Taiwan is “independent”, with its own go 
ernment and currency. It used to enjoy widespread 
plomatic recognition and had a seat at the UN. It is an aff 
ent, maturing democracy; China, for all the wrenchit 
changes of the past 20 years, is a one-party dictatorship. 
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Crisis? Next crisis 


China acknowledges this up to a point, by offering “‘Taiwa 
even greater autonomy than either Hong Kong or 
within a reunified China. It notes, rightly, that there 
jority for independence (its threats ensure that); but 
looks the fact that there is even less support for reu 

It is easy to see why. Binding in East Germany wi 
enough for big, rich and democratic West Germ 
rich, democratic Taiwan has plenty to lose from hi 
to bigger, but poorer, Communist-run China. z 


that the only alternative to negotiated unitý is aradi ‘unit 
They may mean it. One reason for thinking so is that, with 
their P EPE o away. they have little to 


Taiwan OERA may reckon that casual ave À i 
would soon back off in a shooting war—a notion 
needs to disabuse them of, if such a war is to be avert 
China may think it can ignore the democratically. 
pressed feelings of the Taiwanese, but America, Europe, Japan 
and others should not. It is not for these outsiders—including. 


i7 








how i in Congress who seem n ready to figh 
_ Taiwanese—to urge formal independence on Taiwan, Indeed, 
just as America must make it clear to China that force will not 
_ be tolerated, so it must go on making it clear to Taiwan that it 
cannot deliberately provoke China and then expect to have 


The Labour government, led by Tony Blair and Gordon Brown, looks 


unbeatable. Its only weakness is health 


TERE are at most two years to wait before Britain’s next 
general election, but it is much likelier that Tony Blair will 
choose to hold that poll in a year or so's time. As if to confirm 
that prediction, the budget announced this week by Gordon 
Brown, who may formally be a mere chancellor of the exche- 
quer but in practice often seems to act as prime minister to Mr 
lair’s president, was a clear preparation for a 2001 poll. Yet, 
though the budget laid that ground by acknowledging the 
government's greatest weakness—the health service—it also 
„underlined just how strong Labour’s position is. Votes can 
| never be relied nak a year in advance. But right now it is 
hard to see Labour losing—-or even deserving to. 
Labour's strength lies in three main facts. In the fact that 
„its macroeconomic policies have been more conservative 
han those of its Conservative predecessor, and have thus 
killed, stone dead, the old idea that Labour could not be 
rusted to run the economy competently. In the fact that, 
largely because of policies it inherited on coming to power in 
1997, but partly also because of its own improvements, the 
British economy has fared remarkably well throughout its 
tenure, with unemployment falling and living standards ris- 
ing. Britain’s performance, compared with other rich coun- 
tries, has been no miracle, but it has been good—which, by 
_ historic standards, is itself something of a miracle (see pages 
_. 67-69). And that helps explain the third fact: that the main op- 
_ position, the Tory party, has proved unable to offer a credible 
alternative. Against those strengths, the worries caused by 
Ken Livingstone’s candidacy as London mayor, or job losses 
at Rover, or ructions in Scotland, all look trivial. 
As he himself plainly believes, much of the credit for this 
strong position should go to Mr Brown. In all of his budgets in 
. these first three years, he has been a microeconomic meddler, 
tinkering around with an array of tax changes, some of which 
-= seemed to make little sense, others to make little difference. 
But he has got the big, macroeconomic things right, or at least 
as right as they can be got. Monetary policy is in the indepen- 
_. dent hands of the Bank of England. The public finances are in 
_. good, stable shape. Spending has been under tight control. 
The tax system has not been substantially improved, but nei- 
ther has it been made appreciably worse. With the exception 
ofa big slug of extra public spending to help push people off 
welfare and into. work, Mr Brown’s many interventionist 
_ measures have been either modest or neutral. If “do no harm” 
zdis the right, minimalist slogan. for a finance minister, Mr 
Brown has at least done fairly little. 
The question now is whether the harm is about to begin. 
That is what pre-election budgets usually imply. Either taxes 
-are cut aggressively to please some voters and stoke up de- 
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- cide together, through negotiation, whether they are tobe one ` 


hers defend it. The only solution remains for the two to de- 
China or two. But as Taiwan changes and China grows ever 
more inflexible, that becomes more difficult. Even if a crisis is 
averted this time, be prepared for the next one. 





mand or spending is ramped up to achieve the same. Mr 
Brown’s emphasis this week (see page 65) was all on the 
spending side: a big increase in cash for the National Health 
Service (Nus) for the next four years; a middling increase for 
education; and a further slug of money for the Working Fam- 
ilies Tax Credit, a subsidy designed to get the poor off the dole 
and into work. In macroeconomic terms it looks a bit risky 
but not egregiously so: it will return the public finances toa’ 
small deficit in 2002-03, and will thus mean a looser fiscal pol- 
icy. That will put more of a burden on to monetary policy 
and means, in effect, that joining the European. single cur- 
rency (which would probably require lower interest rates) is 
not a priority for this government during the next five years. 
But the budget is not an obvious threat to economic stability. 


Health, health, health 


The threat exposed by this budget is, rather, to Mr Blair him- 
self, but in the longer rather than the shorter term. Mr Blair 
used to say that the three priorities of his government were 
“education, education, education”. Now, he implies that 
health matters more. Clearly, he and Mr Brown see Labour’s 
failure, after three years in government, to achieve any mate- 
rial improvements in the nus as their biggest weakness. It is a 
weakness with voters as a whole, who are regaled each winter 
with tales of crises and waiting lists. But it is also a weakness 
with the core Labour voter, for whom socialised medicine is 
the one big piece of socialism that still survives. 

This week, with Mr Brown’s budget but also with his own 
statement to the House of Commons the following day, Mr 
Blair tied his own reputation firmly to the modernising of the 
NHs. The question is whether this can be achieved merely 
with sackfuls of money. For although resources are one pro- 
blem, soaring demand, rising costs and the inefficient use of 
funds are just as important. Mr Blair promises that there will 
be reforms, with a timetable for them to be published in July, 
but has given little clue as to what they will be. 

By the time the next election comes, in the spring or au- 
tumn of 2001, the rush of extra money may well have im- 
proved things; or at least the promise of it will make it seem as 
if Labour is really doing something about health. But in the 
longer term, it is the reforms that will count for most. By re- 
jecting any greater role for the private sector in health, Mr 
Blair has foolishly tied his hands in advance. If he is still an- 
nouncing new modernisation packages for the Nus in a few 
years’ time, if there are still winter crises in the headlines then, 
his reputation for managerial competence will lie shattered. 
But that is a worry for the 2005 election, not the next one. 


Paes re ranean MENNEET | 
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The risks of gradualism 


The Federal Reserve’s strategy of only inching up interest rates is dangerous 


OUR boiling water on a frog and it will jump away; heat it 

up slowly in a pot of cold water, and it will die. America’s 
Federal Reserve, which raised short-term interest rates by an- 
other quarter-point to 6% on March 21st, may need reminding 
of this tale. The Fed’s strategy of slowing an overheating econ- 
omy by raising rates gradually might prove just as risky for 
America—and so for the world economy. 

Since last summer, the Fed has raised interest rates five 
times, on each occasion by modest quarter-points that were 
well-flagged in advance. The goal, as Alan Greenspan, the 
Fed’s chairman, has made abundantly clear, is to slow Amer- 
ica’s surging demand. But so far the rate rises seem to have 
done nothing of the sort (see page 37). The economy even 
sped up in the second half of 1999, growing by a dizzy 6.3% at 
an annual rate. And there are few signs of a serious slowdown 
this year: February’s buoyant retail sales figures suggest that 
consumer spending may even have been accelerating. Only 
in housing, if one looks hard, are there some slight signs of 
any economic slowdown. 

As a result, the “imbalances” that Mr Greenspan is so 
fond of citing are flashing red ever more furiously.The 
monthly trade deficit hit a new record of $28 billion in Janu- 
ary; the current-account deficit is over 4% of Gop and rising. 
The labour market is growing ever tighter: the jobless rate is 
now at 4.1% and unemployment claims have hit a 26-year 
low. Gradualism has, it seems, had little impact. 

At one level, that is not so surprising. It takes over a year 
for higher interest rates to have their full effect on an econ- 
omy. The oddity, however, is how little impact higher rates 
(with the certain prospect of more to come) have had on the 


Jospin turns timid 


The struggle to reform France has reached a decisive moment 


Fe almost three years, Lionel Jospin has been running 
with the tide. As France’s prime minister, heading a co- 
alition of Communists and Greens as well as his own Social- 
ists, Mr Jospin has deservedly won praise, even from those 
foreigners who love to deride France's peculiarities. After all, 
the economy has flourished (it grew by 2.7% last year and 
may manage 3.8% this year); unemployment has fallen by a 
sixth; and the stockmarket has soared. Moreover, whatever 
the prime minister's left-wing talk, has he not privatised more 
companies than any of his right-wing predecessors? In all 
fairness, judge the man by his deeds, not his words. 

But that is precisely why the tide may now be turning. 
Whereas Mr Jospin’s actions used to be deft, now they are 
clumsy. Last month, for example, he blundered into foreign 
policy—a domain traditionally reserved for France's presi- 
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financial markets, which would normally be expected to 
anticipate any economic slowdown. Yields on long-term gov- 
ernment debt have been falling recently; and equity markets, 
despite recent volatility (see page 95), are still at extremely 
high valuations. The Wilshire 5000, the broadest measure of 
American shares, is up by 4% this year. Although corporate 
borrowing costs have risen a bit, overall financial conditions 
have tightened little after the Fed’s rate increases. Since the 
rampant stockmarket is, through its wealth effect, now a big 
contributor to booming consumer spending, it is hard to see 
demand slowing until borrowing costs rise by rather more. 
Is inflation really a problem? Although headline inflation 
has doubled over the past year, to 3.2%, much of the rise has 
been due to the trebling in oil prices since early 1999. Now, oil 
prices have started falling in advance of the March 27th Orec 
meeting, where producers are likely to agree on higher output 
(see page 73). Yet even if oil slides from $39 a barrel to $20-25, 
the price would still have more than doubled in little more 
than a year, and that would feed through into higher input 
costs. On the other hand, America’s labour scarcity has not 
yet translated into wage pressure, at least in formal measures 





of compensation (but see pages 89-93). Such pay rises as there — 


have been are being eclipsed by rising productivity: unit la- 
bour costs actually fell in the second half of 1999. 


The trouble, as always for central banks, is that by the time _ 
solid evidence of inflation appears, it will be too late. That is — 
why with tight labour, rising energy costs and abundant — 


money, it would be better to pour on more boiling water. 


After all, the frog would then react, and survive. Interest rates — 


can always be lowered again later. 


dent—with some ill-judged words on a trip to Israel. Last 
week, he provoked scorn from serious commentators by us- 
ing a $7.5 billion windfall of higher tax revenues not to trim 
France’s debt (as its partners in the euro zone would have 
liked), nor to cut initiative-sapping higher tax-rates, but to 
court the favour of the left with tax cuts angled towards the 
low-paid. And this week, having promised new ideas on pen- 
sions reform, he announced simply new talks (see page 57). 
Add all this together and what emerges is a prime minis- 
ter with one eye on the electoral cycle and the other on the 
unions. If Mr Jospin is to replace the conservative Jacques 
Chirac in the presidential election in 2002, as he dearly wishes 
to, nothing, it seems, must be done to upset the unions: they 
may represent barely 10% of the French workforce, but they 
are concentrated in the sensitive public sector. Upsetting his 
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_own ministers, however, is another 1 ong ago, 
Mr Jospin preached the need to mo 
_ At the Finance Ministry, this would involve, ata minimum, 
‘liminating the Napoleonic division between tax assessment 
nd tax collection. At the Education Ministry, it should surely 
mean ensuring that the number of teachers would not rise at 
ime when the number of students was falling. Yet, once the 
ions had taken to the streets this month in protest, Mr Jos- 
in conspicuously failed to support either his finance minis- 
ter, Christian Sautter, who has abandoned the reform plan 
and is said to be close to resigning, or his “friend of 40 years”, 
the education minister, Claude Allègre. 
~~ qt may be tempting to give a shrug of the shoulders and 
ask what else is new. French politics has long been a melodra- 
-matic business in which a clever political elite periodically 
_risks exciting the passions of a protesting populace. Yet the 
-ountry has still prospered, with its industrialists straddling 
he world even as its workers defiantly linger over their lunch. 
- But do not be fooled. The reason France has prospered is 
that enough of its politicians have had either the courage to 




















lernise the public sector. | 





re cleverness to outflank them. 

ged through the 1990s to stick to the 
franc fort policy, shadowing the p-mark despite painfully 
high interest rates; how it managed, by a whisker, to vote for 
the Maastricht treaty; and how it managed, despite high un- 
employment, to qualify for the euro. 


Courage, mon brave 


The challenge for Mr Jospin is to take his eye off the election 
and concentrate on the virtues that until recently made him 
the most popular prime minister in decades: a sense of integ- 
rity, a recognition that change is needed and a determined 
sense of direction. That way the labour markets, the public 
sector and the tax system may eventually get the reforms they 
need. Will Mr Jospin accept the challenge? He should, if he 
wants to be remembered as a genuine reformer, not as an- 
other politician who capitulated before a. pressure-group. 
And as it happens, it could help him on his electoral way. Al- 
ready, as the prime minister has become more cautious, so his 
poll ratings have fallen—and President Chirac’s have risen. 
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A soluble problem 


A THAT could be more basic to life than a drink of water? 
Yet more than a billion people have no access to safe 
water. Three times as many lack adequate sanitation. To dis- 
ease is added the prospect of drought. Many water tables, 
“from Mexico to China, are falling by a metre or more a year. 
More than half of Europe’s cities are exploiting groundwater 
at unsustainable rates. On present trends, world demand for 
fresh water will grow sharply, by 70% (for household use) by 
2025. Shortages seem inevitable—and even war. 
This dismal reckoning lies behind the big world water 
summit held this week in the Netherlands. As the biggest 
_ gathering of everybody concerned about water, it ought to 
have marked a real turning-point. Yet the summit was let 
down by the two groups with the biggest role in shaping pol- 
icy: ministers and non-governmental organisations (NGOS). 
© The right starting-point for them should be to acknowl- 
_ edge that much of the water is now squandered. Despite 
_ looming shortages, most domestic water use is still not me- 
tered, so householders have no incentive to tum off their taps 
_and hoses. Worse, subsidies worth billions of dollars serve 
| positively to encourage water wastage in industry and, above 
all, in farming (see our survey in this issue). Whatever use 
_ God intended for the Saudi desert, it was not to grow wheat. 
<o The way to make water available to everybody, every- 
where is rather simple: to price it at a level above the cost of 
its provision and disposal. This would mean that scarce sup- 
plies would be put to the best use by the people who most 
~ needed them. And it would make it easier to get private firms 
< to invest in and improve both water supply and sanitation. 
Here traditionally dirigiste France, home to the world’s 
two largest water multinationals, has much to teach free- 
market America, home to thousands of state-owned and 
municipal monopolies. Many state-owned water bureaucra- 
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uch of the world’s fresh water is wasted. Governments are shying away 
from the answer: to price this valuable substance correctly 














cies are bloated and corrupt, and sanitising them is beyond 
even advanced political machinery. Under-regulated private 
companies can be prone to corruption too, But France and 
other countries have learnt that governments and consumers 
find it easier to impose efficiency and best behaviour on priv- 
ate companies than on their own bureaucracies. In any case, 
governments can no longer afford to run the water business, 
especially in poor countries. They need private firms to find 
the extra $100 billion a year in investment that is needed to 
keep the water flowing during the next 25 years. 


Trickle-down effects 


Although the world’s water bureaucrats may understand this 
diagnosis, they have too much to lose to embrace the cure. 
The pity is that those most likely to shame them into reform, 
the Ncos, are equally uncomfortable with being seen to back 
profits for multinationals. Dogma is blinding many to the fact 
that the people who stand to gain most from the pricing and 
private management of water are precisely those—the poor 
and the thirsty—whom they claim to represent. 

An immediate benefit from pricing would be to encourage 
the proper distribution of subsidies. If any subsidies at all are 
justified, they should go to the poor: rather than money and 
water flowing to tidy middle-class lawns and acres of alfalfa, 
both should go to stand-pipes:in the slums. But private-sector 
participation is also the best way to improve sanitation and 
supply for the poor (see page 83). It was not the government 
that invested $1 billion in Buenos Aires to upgrade equipment 
and expand supplies to 1.6m people. It took a joint effort by 
private firms and government to provide cheap water to the 
poor of La Paz. The poor care far less about profits flowing to 
private firms than about water flowing from their taps. 
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CHINA AND TAIWAN 





Taiwan stands up 


TAIPEI AND BEUING 


After his victory in the presidential election, Chen Shui-bian is offering an 
olive branch across the Taiwan Strait. China doesn’t know how to accept it 


N OCTOBER 1st 1949, as the last of the 

beaten troops of the Kuomintang (KMT) 
were fleeing for the island of Taiwan, Mao 
Zedong declared in Tiananmen Square that 
“China has stood up.” Now it is Taiwan’s 
turn. Last week’s election ushers in the first- 
ever democratic transfer of power on Chi- 
nese soil. 

That is a bad enough example to China's 
Communist Party, which does not tolerate 
free expression. Worse, the Communists had 
been convincing themselves for months that 
the candidate of the pro-independence 
Democratic Progressive Party (ppr) could not 
possibly win. That he could and did, collect- 
ing 39% of the vote in a tight three-way race, 
has plainly stunned party bosses in Beijing. 

Worst of all is the fate of the kmt, which 
was routed at the polls after 50 years of often 
ruthless rule in Taiwan. The KmT was a con- 
venient enemy over the years for the Com- 
munists to have, because it never officially 
disputed the dream of eventual reunifica- 
tion of the “motherland”. The two sides also 
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understood each other better than they let 
on: nearly 80 years ago, the Communists 
were merely an extreme wing within the 
KMT, and both were taught their Leninist 
methods of organisation by the Russians. 

Last Saturday, though, the party crum- 
bled. On March 22nd, it was announced that 
the outgoing president, Lee Teng-hui, would 
step down as party chairman within a few 
days. The party’s collapse is so total that its 
survival is in doubt. The outcome of the elec- 
tion, then, has presented China with its big- 
gest crisis in cross-strait relations in years. As 
the Taiwanese celebrated late into the night 
with fireworks and foghorns, China’s aged 
leaders gathered for crisis meetings in a dark 
and sombre Beijing. 

China considers Taiwan its own terri- 
tory. “One country, two systems”, is the offi- 
cial formula offered by China for future 
reunification. To outsiders, the two places of- 
ten seem like chalk and cheese: first-world 
Taiwan and third-world China, democracy 
and communism, David and Goliath. And 


after China’s early disposition to rub along 
with Mr Lee, relations have soured dramati- 
cally in recent years. Unlike the old KMT 
leaders, who came from the mainland, Mr 
Lee had been born onthe island, then a Japa- 
nese colony, and had never acquired a taste 
for reunification. By the late 1990s he was 
China’s nemesis, “the criminal for centuries 
upon centuries”. Only one man, in China’s 
eyes, was worse: Mr Chen, a loud advocate of 
Taiwan's independence from China. Now he 
is the man the Chinese have to deal with. 


The president’s agenda 

Mr Chen's campaign was based not only, or 
even mainly, on Taiwan’s relations with 
China. His slick electioneering concentrated 
on domestic issues, especially on cleaning 
up the “black gold” of corruption—that 
nexus of politics, business and gangsterism 
thatgives Taiwan a bad name. His own integ- 
rity is not in question. Both he and his run- 
ning-mate, Annette Lu, served time in KMT 
jails under martial law. His wife was crip- 
pled 14 years ago when kt thugs ran a lorry 
over her three times. 

The Chen campaign liked to compare its 
moral mission to that of Nelson Mandela in 
South Africa or Kim Dae Jung in South Korea: 
an overthrow of the old, authoritarian order 
in favour of democracy and human rights. In 
addition, Mr Chen is in many ways the very 
model of a moder social democrat. He is all 
for social contracts with the people, promis- 
ing welfare for the old and poor and oppor- 
tunity for the rest. He says he admires Tony 
Blair's search for a “Third Way”. 

Many experts predicted that he would 
not be able to win with a party so set on the 
goal of Taiwanese independence—some- 
thing that most Taiwanese either do not 
want, or think too dangerous. Mr Chen set 
out to prove the experts wrong. As mayor of 
Taipei between 1994 and 1998, he had shown 


a pragmatic streak. And under his influence, _ 


the ppp has retreated from its most strident 
pro-independence rhetoric. 

On March 2ist, the party even said it was 
thinking of striking from its charter the 
phrase that advocates establishing a “Re- 
public of Taiwan” in favour of much less in- 
flammatory language. As mayor of Taipei, 


Mr Chen made a point of saluting the flag of _ 


the Republic of China, which the retreating 
KMT brought to Taiwan from the mainland, 
although such an act is anathema to the “For- 
mosan’” cause. 

Mr Chen has aiso retreated from his 
party. He says he will resign from his party 
posts. Cross-strait negotiations will be pur- 
sued only on the basis of wide consensus. He 
wants the heads of Taiwan’s security and de- 
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fence establishments to stay on, as well as 
those responsible for the dialogue with 
China, such as it is. Mr Chen says that Tai- 
wan will declare independence only if it is 
attacked by China. These are softer words 
than had previously been heard from him. 
In fact, he has some reason to be grateful to 
China’s rulers. Three days before the elec- 
tion, China’s prime minister, Zhu Rongji, 
tore into Mr Chen (though not by name) on 
television, threatening the Taiwanese with 
blood and thunder if they voted for him. 
That helped decide the undecided. 


Controlling chaos 

MrChen has two months before his inaugu- 
ration, on May 2oth, to form a coalition that 
can rule. His task is made immeasurably 
harder by the chaos of Taiwan's party poli- 
tics, and especially by the collapse of the 
KMT. Mr Lee’s resignation from the party 
chairmanship is no help. Had he stayed, he 
could have helped assuage the strife within 
the kmr and ensured that his party, which 
hasa majority in the legislature, was more in- 
clined to deal with Mr Chen. Although Mr 
Lee was eventually abrasive in his national- 
ism, and Mr Chen has grown quieter, they 
are not far apart in their attitudes to China, 
and they also reflect the views of most peo- 
ple in Taiwan. 

Mr Lee had wanted to stay, above all, to 
stop James Soong and his supporters taking 
over the party. Mr Soong, a former secretary- 
general of the kmr, set himself upas an inde- 
pendent in defiance of his party and ran Mr 
Chen a close second in the election. Mr Lee’s 
second reason for staying was to oppose 
those (among them the mayor of Taipei, Ma 
Ying-jeou) who, he believes, would like the 
party to become more democratic too 
quickly. Democratisation might open a can 
of worms. The civil war for control of the 
KMT that will be played out over the next few 
weeks will also be a fight for control of its as- 
sets, worth over $10 billion. 

Meanwhile, Mr Soong has formed a new 
party. His brainchild, provisionally called 
the New Taiwanese Party, is little more than a 
movementat present. It is not clear whether 
it will attempt to take control of the Kmr, or 
set itself up as a rival. Meanwhile, the prr it- 
self is a bundle of squabbling factions, lack- 
inga strong mandate and unable, on its own, 
to muster a majority in the legislature. Be- 
sides, the presidential vote was an endorse- 
ment of Mr Chen, not his party. 

Mr Chen is begging a reluctant Lee Yuan- 
tseh, Taiwan's only Nobel laureate and pos- 
sibly the most respected figure on the island, 
to be his prime minister. Mr Lee (whose late 
endorsementof MrChen did much tosecure 
his victory) will probably accept, and a cabi- 
net of “national unity” will be formed. It will 
then have to seek a coalition in the legisla- 
ture. Mr Chen will try to attract Mr Soong’s 
supporters (some of whom are still in the 
KMT). He will do his best to avoid a KMT 
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Jiang will talk, on his terms 


blocking majority. But if he succeeds, it 
means he will certainly have to backpedal 
on one of his election promises, to fight cor- 
ruption. Until May 2oth, therefore, and prob- 
ably long afterwards, Taiwan will be 
plunged into political uncertainty. 

When it comes to relations with China, 
however, the picture is much clearer. The 
three main election candidates were pretty 
much of one mind. In essence, they agreed 
that there should be closer economic ties, 
lower tensions and more communication 
with the mainland. At the same time, 
China’s formula for unification, “one coun- 
try, two systems”, is wholly unacceptable to 
the Taiwanese. 

Strange though it may seem, Mr Chen 
may be the best man to ease cross-straits ten- 
sions. At home, his pro-Taiwan credentials 
are not in doubt. (Those of Mr Soong, on the 
other hand, are suspect, since he was born 
on the mainland.) Mr Lee’s policy, over re- 
cent years, amounted to a kind of pseudo- 
engagement with China at best, one that 
sorely tried patience on the mainland. Mr 
Chen seems to believe in real, and closer, 
economic engagement, as well as in more 
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talk between the twosides. 

The president-elect has expressed his de- 
sire to open the “three links”—direct com- 
munication by air, sea and postal services— 
which Mr Lee so long resisted. If this were 
done, it would eliminate Taiwan’s deliberate 
isolation from China, which outrages offi- 
cials on the mainland. Taiwan is already so 
deeply involved in the Chinese econ- 
omy—as both a foreign investor and a trad- 
ing partner—that the leverage gained over 
China by withholding the three links is 
slight. 

On March zist, the kmt-controlled legis- 
lature took the first step, passing a law that al- 
lowed the three links between Fujian prov- 
ince and two tiny islands, Quemoy (Jinmen) 
and Matsu. By a quirk of history, these is- 
lands, though little more than a stone’s toss 
from the mainland, are controlled by Tai- 
wan. It is a symbolic gesture, but a welcome 
one all the same. It may presage closer links 
tocome. 


The view from America 

Far away in Washington, there are two dis- 
tinct reactions to all this. The Clinton admin- 
istration says it sees no reason to change the 
“one-China” policy that has guided Amer- 
ica’s relations with China for nearly three de- 
cades. Itis gratified by the conciliatory noises 
that are now coming out of Taipei. But Mr 
Chen’s election has also strengthened the 
hand of those Americans who want to see a 
closer alliance with Taiwan. 

The congratulatory letter sent to Mr 
Chen by Jesse Helms, the chairman of the 
Senate Foreign Relations Committee, pulled 
no punches. “Your election will serve as a 
wake-up call,” he wrote. “The people of Tai- 
wan made clear this weekend that, if there is 
still ‘one China’, there are without question 
two Chinese states. The time has come for 
the United States to adopt a China policy 
which recognises this undeniable truth.” 

Mr Helms knows he has a crowd-pleaser 
here. It is one thing for America to link itself 
to Taiwan for foreign-policy reasons—as an 
early-defence mechanism against Chinese 
expansionism in East Asia, for example. It is 
another to support Taiwan as a democracy 
threatened by a dictatorship. This has a 
greater power to galvanise American public 
opinion, and would make a get-tough-with- 
China policy easier to sell to the voters. 

Republicans are already using this argu- 
ment to break the long-held one-China theo- 
logy. The chief whip of the House of Repre- 
sentatives, Tom DeLay, dismisses the current 
stance as “appeasement”, and calls openly 
for a two-China policy. Mr Helms wants the 
administration to approve measures that 
would infuriate China, including the sale to 
Taiwan of a new generation of weapons. 
These are minority views even within the 
Republican Party. But on the campaign trail 
George W. Bush, the Republican candidate, 
has said that, as president, he would adopt a 
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CHINA AND TAIWAN 


much tougher stance towards China; and 
both parties have hinted that, down the 
road, they might consider offering Taiwan an 
anti-ballistic missile defence system to pro- 
tect it from Chinese missiles. 

Critics of the one-China policy argue 
that the consolidation of democracy in Tai- 
wan underlines the ambiguity on which the 
policy is based. The ambiguity is that no one 
is quite sure how America would react to a 
crisis in the Taiwan Strait (including, it often 
seems, the Americans themselves). It is usu- 
ally argued that uncertainty prevents China 
from using force, and constrains Taiwan 
from declaring independence. This doctrine 
of vagueness became less ambiguous during 
the lastcrisis over the Taiwan Strait (triggered 





China’s army, weaker than it looks 


by Chinese missile exercises in 1995-96), 
when America’s Seventh Fleet turned up 
near Taiwan as a warning against Chinese 
aggression. Now Mr Chen’s election would 
appear, on the face of things, to make iteven 
harder for the United States not to respond 
militarily to the appeals of an elected gov- 
ernment with which America has close ties. 

Critics also point out that attempts by 
the Clinton administration to tilt towards 
China over the past couple of years have ac- 
tually increased cross-straits instability. Chi- 
nese bullying has been lessconstrained since 
Bill Clinton, visiting China in 1998, offered 
reassurances about its “one-China” policy. 
Last July Mr Lee, feeling that Taiwan was be- 
ing coerced by America to bargain, restated 
the island’s ambitions in a manner that in- 
censed the mainland leaders: negotiations 
could occur, he said, only in a context of 
“special state-to-state” relations. Taiwan’s 
friends in Congress hope that, in future, the 
United States will have greater reason to ac- 
knowledge that Taiwan’s own views must 
form an important part of any solution. 

It seems unlikely that congressional crit- 
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ics of China will do anything soon to desta- 
bilise an already tense stand-off. But there 
are two things they might do at some stage. 
First, they could pass the Taiwan Security En- 
hancement Act, a measure that would in- 
crease military co-operation with the island. 
This has already passed the House, but does 
not have majority support in the Senate. Sec- 
ond, they could reject the bill granting China 
permanent normal trading relations with 
the United States. If this happened, however, 
it would be more of an embarrassment to the 
administration than to China. China can get 
into the World Trade Organisation (its dear- 
est ambition) in any case. A defeat of the bill 
would simply deny America the increased 
access it would like to the huge, but so far in- 


hospitable, Chinese market. 

There is some relief in Washington that 
American pressure on Taiwan to talk to 
China seems to have paid off. But is China 
ready to listen? For the moment, the politi- 
cians in Beijing appear paralysed with inde- 
cision. Mr Chen’s conciliatory offers—of di- 
rect trade, of talks, of exchanges, of 
visits—have given them little time to catch 
their breath. 


Bafflementin Beijing 
Academics in the capital admit that China 
does not know how to react. An order has 
gone out forbidding officials and military 
types to make public statements, for fear, 
presumably, that some of the more rabid 
views—or the more moderate ones—may get 
aired in the local press. Although anti-Tai- 
wanese feeling has been whipped up for so 
long, applications from students in Beijing 
this week to march against Taiwan’s inde- 
pendence have been denied. 

Tactically outmanoeuvred already by 
Mr Chen, the Communists in Beijing will 
probably sit tight and wait for what he lays 


on the table after his inauguration, the better 
to test his “sincerity”. Then the troubles be- 
gin again. This week President Jiang Zemin 
affirmed that Taiwan was welcome to re- 
sume talks, but only under the “one-China” 
principle. Taiwan, in other words, has to ac- 
knowledge the diplomatic charade that pre- 
tends China has not been split into two 
states since 1949. To Taiwan, this is a near-in- 
surmountable obstacle. The strong consen- 
sus in Taiwan—likely to be defended by Mr 
Chen as much as it was by Mr Lee—is that 
the island cannot enter negotiations on the 
understanding, as China insists, that it is a 
mere province of China. Cross-strait rela- 
tions have to be normalised first. That means 
mutual recognition of each state’s jurisdic- 
tion, even if not of its sovereignty. 

So, fairly quickly, matters could move 
back to square one. China, meanwhile, has 
been increasing the pressure. A government 
“white paper’, published in January, added 
a new condition to the existing ones which, 
in Chinese eyes, justify military action: Tai- 
wanese foot-dragging about reunification. In 
effect, China is now arguing that itis justified 
in using force at any time. That was a clear 
nod to China’s military hawks, who have 
also just had their military budget increased. 

But what of the military balance? At 
present, China would probably get a sound 
thrashing in an all-out assault. Taiwan has 
376,000 highly trained troops, 150 F-16 fight- 
ers, dozens of so-called Indigenous Defence 
Fighters and French Mirage jets. Its navy is 
much more modern than China’s; if China 
planned to invade Taiwan at present, it 
would have to use fishing boats. It could, of 
course, mount an effective economic block- 
ade of Taiwan with just a few submarines 
patrolling in the Strait. But it has only 80,000 
troops in Fujian province, facing Taiwan, 
and at present there are few signs of military 
activity, there or anywhere else. 

The balance will shift over the coming 
years as China builds up its missile forces 
(adding 50 year to the 200 at present aimed 
at Taiwan). It has also shopped for Russian 
su-30 warplanes and two Russian destroy- 
ers,and claims itis ready to fight a “holy” war 
at any time. If it does, the Taiwanese may 
prove pretty determined resisters; and, in an 
exchange of missiles, they could hurt the 
booming cities of the eastern seaboard. But 
China’s vulnerability is not something or- 
dinary mainlanders are aware of. “Sooner or 
later”, many say, the issue must be resolved. 
People this week came down emphatically 
for sooner. One nice old man in Beijing, the 
owner of a bicycle shop, said: “Of course we 
should attack... And even if we have tens of 
millions killed, we'll always have tens of mil- 
lions more.” His bravado flagged a bit, 
though, as he talked himself through the im- 
plications of war with the other Republic of 
China. Cucumbers might end up costing 4-5 
yuan (50cents) a pound. 
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Taiwan decides 


Taiwan elected as its next 
president Chen Shui-bian, the 
candidate of Taiwan's Demo- 
cratic Progressive Party, which 
has favoured a formal declara- 
tion of independence for the 
island. The upset ended 55 
years of Nationalist rule and 
alarmed China, which regards 
Taiwan as a rebel province. 
Lee Teng-hui, the outgoing 
president, resigned as chair- 
man of the Nationalist party. 


On a visit to South Asia, Presi- 
dent Bill Clinton called on In- 
dia and Pakistan to settle their 
festering dispute over Kash- 
mir. The visit was over- 
shadowed by a massacre of 35 
Sikhs in the Indian part of 
Kashmir. Pakistan's military 
ruler announced plans to hold 
local and general elections at 
an as yet unspecified date in 
the future. 





Armed bandits took posses- 
sion of a tourist boat on the 
Tonle Sap river, near Phnom 
Penh, the Cambodian capital, 
and robbed the 90 passengers 
aboard. 


A murder, and assaults on In- 
donesian politicians, were 
blamed by the government on 
rogue military officers op- 
posed to democracy. 





France recedes 


Fearful of upsetting the public- 
sector trade unions, the 
French government wa- 
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tered down plans to reform 


| the pensions system. It also 


withdrew proposals to reform 
the Finance Ministry after 
protests from public-sector 
trade unions. 


France was told by the Euro- 
pean Court of Justice that 
it must not ban three varieties 
of genetically modified maize 
that had earlier won approval 
for use from the European 
Union. 


Eu leaders met in Lisbon for a 
“dot.com summit” to dis- 
cuss how the eu might catch 
up with the United States in 
information technology. 


Ukraine’s president, Leonid 
Kuchma, signed a bill to end 
the use of capital punish- 
ment in the country. 


Assassins tried to kill Arkady 
Gukasian, president of Na- 
gorno-Karabakh, an Arme- 
nian-controlled enclave inter- 
nationally accepted as part of 
Azerbaijan. 


Angela Merkel, a former 
physicist from eastern Ger- 
many, was unanimously cho- 
sen to lead the opposition 
Christian Democratic Union 
by the party’s top committee. 


A railway bridge in a Serb- 
occupied part of northern Ko- 
sovo, near the divided town 
of Mitrovica, was damaged by 
a bomb. Ethnic Albanians 
were suspected of carrying out 
the attack. 


NATO revealed to the UN some 
of the sites in Kosovo where it 
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had used ammunition made 
in part from radioactive de- 
pleted uranium. 


The first votes were cast in 
Russia’s presidential elec- 
tion, by soldiers serving in 
Chechnya. The acting presi- 
dent, Vladimir Putin, is ex- 
pected to win this weekend. 


Death cult 


More than 400 members of a 
religious cult and their chil- 
dren died by fire in a Ugan- 
dan church, perhaps by 
mass suicide, perhaps by mass 
murder. 


Abdoulaye Wade, a veteran 
opposition leader, defeated 
Abdou Diouf, who had been 
Senegal’s president since 1981, 
in a run-off. 


Zimbabwe's government 
started a court action to 
“vary” the High Court ruling 
that squatters should be 
evicted from white-owned 
farms. The minister for agricul- 
ture, Kumbirai Kangai, was 
charged with involvement in a 
corruption scandal to do with 
the Grain Marketing Board. 


Perhaps 50 people died in an 
oil fire, possibly caused by an 
attempt to sabotage an oil 
pipeline in the south-eastern 
part of Nigeria. 


Renewed fighting in Congo 
further undermined the frail 
hopes for peace. 


Pope John Paul's pilgrimage 
to the Holy Land took him to 
Jordan, Israel and the Palestin- 
ian territories. Skilful in avoid- 
ing political pitfalls, ne carried 
a message that all were glad to 
hear. 


Madeleine Albright, America’s 
secretary of state, acknowl- 
edged her country’s errors in 
past dealings with Iran. She 
also announced that America 
would end its sanctions on 
Iranian carpets, and reduce its 











prohibitive tariffs on caviare 
and pistachios. 


A mortar attack in a residen- 
tial neighbourhood of Bagh- 
dad killed six people. Iraq 
blamed Iranian agents. 


Health ministers from 20 de- 
veloping countries badly af- 
fected by tuberculosis, in- 
cluding Ethiopia, Russia and 
Brazil, were due to meet in 
Amsterdam to discuss ways of 
combating the disease. 


Health warning 


America’s Supreme Court re- 
jected the Clinton administra- 
tion’s contention that tobacco 
should be treated as a drug 
and regulated by the Food 
and Drug Administration. 


A judge in Miami ruled that 
the federal government was 
right to seek to send Elian 
Gonzalez, the six-year-old 
boy at the centre of a custody 
row, back to his father in 
Cuba. Lawyers for the Florida 
relations of Elian, whose 
mother died when the launch 
in which they fled Cuba was 
shipwrecked, said they would 
appeal. 









wath 
Opinion polls suggested that 
Peru’s president, Alberto 
Fujimori, was facing a 
tougher battle than expected 
in his bid for a constitu- 
tionally questionable third 
term in next month’s election. 
Mr Fujimori was still leading 
in the opinion polls, but they 
showed a surge in support for 
Alejandro Toledo, an econo- 
mist of Andean descent. 
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‘America recorded yet aha 
record trade deficit in 

loods and services of $28 bil- 
Hon in January, 13.8% higher 

"| than the previous month. 
American consumer prices 
jumped by 0.5% in February, 

| making the Federal Reserve’s 
nudging up of interest rates by 
| a quarter-point to 6% seem in- 
evitable. The Fed hinted that 
further rises could be expected 
to slow surging demand. 


Japan's reluctance to open its 
economy to foreigners dimin- 
ished a bit in 1999, according 
to figures from Japan’s central 
| bank. Foreign direct invest- 
ment in Japan was, at ¥1.4 
trillion ($12.3 billion), almost 
three-and-a-half times higher 
than in 1998. 


| Checking accounts 


Britain’s high-street banks 
suffered a stinging rebuke in a 
ii report commissioned by the 
Treasury. The banks are ac- 
cused of making excess profits 
of as much as £5 billion ($8 

| billion) a year through a mo- 

| nopoly on the payments sys- 
tem and by chiselling personal 
| and small-business customers. 
The government referred 
small-business banking to the 
| Competition Commission and 
promised laws to open up the 
payments system. : 





- UBS, Switzerland’s biggest 
bank, is preparing to list its 
shares on the New York Stock 
| Exchange in the next few 
months, prompting specula- 
‘tion that it wants an acqui- 
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sition currency to expand its 
investment- and private-bank- 
ing operations in America. 


Chase Manhattan, Amer- 
ica’s third biggest bank, is ne- 
gotiating to buy Robert 
Fleming, a British investment 
bank and asset manager. 
Fleming is one of the few re- 
maining independent British 
investment banks, as Schrod- 
ers was bought by America’s 
Citigroup in January. 


After many failed attempts 
European stock exchanges 
at last pulled off a deal as the 
bourses of France, Belgium 
and the Netherlands said they 
would merge to form Euro- 
next to facilitate cross-border 
dealing in the wake of the in- 
troduction of the euro. Luxem- 
bourg looked likely to join and 
London’s derivatives exchange, 
uirre, also held preliminary 
talks with Euronext. 


Adding to the brew 










bs 


denen, 
ESEN 

Carlsberg 
Interbrew 





be 
i Bass 
fee 
li 


i Source: Canadean td een | 





Scottish & Neweautle, Brit- 
ain’s largest brewer, paid FFri8 
billion ($2.6 billion) for brew- 
ing interests belonging to Da- 
none, a French food group, in 
the latest manoeuvre in Euro- 
pean brewing consolidation. 
The acquisition of Kronen- 
bourg, France’s largest brewer, 
and of its Belgian and Italian 
operations will make san Eu- 
rope’s second-largest brewer. 
Danone will concentrate on 
healthier products such as yo- 
ghurt and bottled water. 


Agrochemicals is another fast 
consolidating business. BASF, 
a German chemicals giant, 











agreed to acquire Cyanamid, 
a pesticide and herbicide 
maker, from American 
Home Products for $3.8 bil- 
lion. AHP can now concentrate 
on drugs. BasF will gain access 
to American markets for its 
enhanced range of products. 


France Telecom agreed to 
buy 28.5% of MobilCom, a 
German mobile and fixed-line 
telecoms company, for €3.7 
billion ($3.6 billion), with a 
view to bidding for one of 
Germany’s third-generation 
mobile licences and as a possi- 
ble precursor to a full take- 
over. Germany’s telecoms 
market is Europe’s biggest and 
France Telecom has been look- 
ing for acquisitions there since 
its alliance with Deutsche 
Telekom collapsed last year. 


Hutchison Whampoa, a 
Hong Kong conglomerate, sold 
a third of its 5% stake in Brit- 
ain’s Vodafone AirTouch, a 
mobile-phone operator, for 
£3.2 billion ($5 billion), in the 
largest-ever private share 
placement. 


EM.TV, a German television 
company best known for its 
recent purchase of the Mup- 
pets, took a 50% stake in For- 
mula One motor-racing for 
$1.65 billion. Em.TVv said it 
wanted to purchase a further 
25% from Bernie Ecclestone, 
owner of the rest of the hold- 
ing company. 


Bubbling under 


Tiscali, an Italian Internet ser- 
vice provider (isp), said it 
would follow up last year’s 
initial public offering with the 
sale of a further tranche of 
shares worth up to €500m 
($480m) in the next two 
months. The announcement 
came as several high-profile 
European Internet stocks foun- 
dered. Recent debutantes 
World Online, a Dutch sp, 
Lastminute.com, a British tra- 
vel compy, and Lycos Eu- 
rope, a portal, have disap- 














| below their offer prices. 


| “leadership council” to im- 


pointed punters by falling 





Pirelli, an Ital ian tyre mika 
and cable company, an- 
nounced the investment of €1 
billion ($961m) over a three- 
year period to develop In- 
ternet strategies to boost 
manufacturing and marketing. 
It hopes to open five fully ro- 
botised e-factories. The project 
will be called e-Pirelli. 


DaimlerChrysler is to take 
a 33.4% stake, in effect a con- 
trolling interest, in Japan’s 
debt-laden Mitsubishi Motors 
for around $1.3 billion. The 
combined group would be the 
world’s third-largest car firm. 


Striking engineers at Boeing 
ended a 40-day stoppage after 
a majority of the 15,000 work- 
ers voted to accept a compro- 
mise deal on pay and condi- 
tions. A shortfall of “respect” 
for workers was made up for 
by the establishment of a joint 


prove communications. 


KLM, a Dutch airline, an- 
nounced a 1 billion guilder 
($436m) restructuring pro- 
gramme to cut costs by cutting 
jobs and unprofitable routes. 
Overcapacity and rising fuel 
prices have recently hit the 
airline’s profits. 


Lockheed Martin, an Amer- 
ican aerospace giant, agreed to 
provide a bond worth $2 bil- 
lion to clinch a $6.4 billion 
deal to sell 80 F-16 jet fighters 
to the United Arab Emirates. 
The bond not only covers 
failed delivery but also, for the 
first time, guarantees the effec- 
tiveness of technology pro- 
vided inthe aircraft. 
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ASIA 


Clinton warms to India 


DELHI 


By making friends with India, the American president has increased the 
pressure on the military government in Pakistan 


CCTC VERY time something good happens, 

such actions take place,” observed In- 
dia’s national security adviser, Brajesh Mis- 
hra. By “something good” he meant Bill Clin- 
ton’s visit to India, the first by an American 
president in 22 years. His mission: to warm 
relations between two giant democracies 
that have been at odds more often than not. 
“Such actions” are the horrible murder on 
the eve of Mr Clinton’s visit of 35 Sikh villag- 
ers in Kashmir, a Muslim-majority state that 
India mostly controls and Pakistan covets. 
The massacre seemed to draw India and the 
United States closer. 

As Mr Clinton left Delhi to spot tigers in 
Rajasthan and then to hobnob with entre- 
preneurs and health workers in Hyderabad 
and Mumbai, India’s prime minister, Atal 
Behari Vajpayee, was close to be- 
ing able to claim a diplomatic tri- 
umph. Less than two years after 
earning global opprobrium by 
testing nuclear weapons, India 
has bleached, if not erased, two 
disfiguring stigmas: its status as a 
rogue nuclear power and its im- 
age as the squabbling sibling of its 
problem neighbour, Pakistan. Mr 
Clinton showed that neither 
would stop the United States 
from treating India as a rising geo- 
political power and a potential 
economic one. On India’s explo- 
sive relations with Pakistan, 
which could lead to all-out war 
between nuclear powers, Mr 
Clinton came close to endorsing 
the Indian view that it is up to 
Pakistan to take the first step to- 
ward dialogue. 

That does not mean that 
America has forgotten its worries 
about how India will handle its 
nuclear weapons or its fears that 
the clash with Pakistan will lead 
to war, perhaps nuclear war. As 
Mr Clinton hinted in his speech 
to the Indian Parliament on 
March 22nd, Indo-American rela- 
tions will not reach their full po- 
tential until differences on nu- 
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clear proliferation are settled. But India’s 
potential—and its prickliness—argue for 
broadening relations beyond the earlier 
American obsession with nuclear weapons, 
and hope that greater trust leads to progress 
on issues of war and peace. By the end of Mr 
Clinton’s deft speech to Parliament, which 
managed both to lecture and to flatter, In- 
dia’s lawmakers were smitten. 

The main fruit of Mr Clinton’s visit so far 
is an agreement on “institutional dialogue”, 
intended in part to help the new friendship 
outlast Mr Clinton’s dwindling term as presi- 
dent. In addition to summits (Mr Vajpayee 
will visit Washington before Mr Clinton 
leaves office) and annual meetings of foreign 
ministers, India and America will have “dia- 
logues” and “forums” on terrorism, Asian se- 





Sunshine and smiles, most of the time 


curity, technology, trade and several other 
subjects. An Asian Centre for Democratic 
Governance is to be set up in Delhi, to the 
possible annoyance of undemocratic China, 
Asia’s other potential superpower. This “dia- 
logue architecture” is supposed to replace 
the sporadic contacts of the past with the 
sort of toing and froing that marks American 
relations with friends lixe Germany and big 
powers like China. 

Agreeing to talk is not the same thing as 
agreeing. Mr Clinton’s visit did not resolve 
disputes on trade. India rejects the United 
States’ linkage of freer trade to higher labour 
and environmental standards in developing 
countries, and turned down an American 
suggestion that they should jointly call for a 
resurrection of the millennium round of 
multilateral trade talks. The United States 
gave India little satisfaction on its request for 
more temporary work visas for its growing 
army of computer programmers. Mr Vaj- 
payee can do more to promote trade and in- 
vestment by cutting red tape than by talking 
to Mr Clinton. 

The friendship will also cool if there is 
disappointment on the nuclear front. In 
their “vision statement”, America and India 
promised to forgo further nuclear tests to co- 
operate on a treaty to end the pro- 
duction of fissile materials and to 
control exports of nuclear technol- 
ogy. The United States hopes that 
in the next few months it will pro- 
duce something more tangible, 
such as India’s signature on the 
Comprehensive Test Ban Treaty, 
even though the American Senate 
has so far refused to ratify it. 

The apparent accord between 
India and the United States on 
Kashmir may make that more 
likely. It also puts the onus for re- 
ducing regional tensions squarely 
on the leader of Pakistan’s military 
government, Pervez Musharraf, 
whom Mr Clinton will briefly visit 
on his way home. The United 
States stopped short of backing In- 
dia’s claim that the massacre of 
Sikhs was the work of Hizbul Muja- 
hideen and Lashkar-e-Toiba, two 
Pakistan-linked militant groups 
“supported by the government’; 
Pakistans foreign minister 
“strongly condemned” the killings. 
Nor has America endorsed the un- 
official Indian view that the best 
way to solve the Kashmir dispute is 
to turn the lire of control into the 
permanent border with Pakistan. 

Yet Mr Clinton cheered the In- 
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Bungling in Bangladesh | 


DHAKA 


i 
i 
| 
HE plan was for President Clinton to 
| visit Joypura village, where the peo- 
| ple, although poor, are making a go of 
| things. Instead, for what were said to be 
| security reasons, the president met the vil- 
lagers inside the fortress-like American 
embassy in Dhaka. Mr Clinton also called 
| off a visit toa memorial to those who died 
| in Bangladesh’s struggle for independence 
| from Pakistan. It left Bangladeshis won- 
| dering whether their country might have 
| been infiltrated by would-be assassins, 
| perhapseven America’s most-wanted ter- 
rorist, Osama bin Laden. 

There was more disappointment 
when a plan to sign two contracts be- 
tween American oil companies and the 

| Bangladeshi authorities fell through. 

| American companies have invested more 

| than $500,000 in Bangladeshi gas explora- 

| tion, but say they will invest no more until 

| the country agrees to export gas to energy- 

| hungry India. This, they argue, would not 
only increase their profits but also do mar- 
vels for Bangladesh’s economy. 

Explaining her refusal to export gas, 
the prime minister, Sheikh Hasina Wajed, 
told Mr Clinton that she wanted to retain 
gas reserves equivalent to 50 years of do- 
mestic consumption. The opposition par- 
ties accuse the government of selling out 
to India and turning the country into a 

market for Indian goods. Many people 
nevertheless think that after the next elec- 
| ‘tion Bangladesh will agree to gas exports, 





< -dians by repeatedly calling for the line of 
control to be respected, which Indians inter- 
pret as a demand that Pakistan should end 
its support for cross-border terrorism. if the 
United States exerted any pressure on India 
to improve its treatment of the people in its 
zone of Kashmir, it did so privately. And, in 


oan apparent shift of American policy, Mr 


-Clinton came close to endorsing India’s re- 
fusal to talk to Pakistan until it ends its back- 
ing for the militancy in Kashmir, saying, 
“You cannot expect a dialogue to go forward 
unless there is an absence of violence.” Ma- 
deleine Albright, the secretary of state, de- 
nied that the United States had changed its 
i policy on Kashmir. Nonetheless, it is Pak- 
> istan thatis now on the spot. 

Mr Clinton presumably hopes to elicit 

from General Musharraf a commitment to 
rein in the militancy in Kashmir in return for 
an Indian agreement to resume dialogue on 
the disputed state. That is not impossible, 
but neither is it likely. Pakistan publicly de- 
nies giving the “freedom fighters” material 
_- ‘support. General Musharraf is under pres- 
_ sure, both from militant groups and from 





even if the opposition wins. 

Mr Clinton was the first American 
president to visit the country since Ban- 
gdladesh’s huge appetite for foreign aid 
prompted Henry Kissinger to dismiss it as 
an international basket-case. Bangladesh 
still needs aid, and Mr Clinton came bear- 
ing generous amounts, including $97m in 
food aid, which may bring temporary 
benefits in a country where over a third of 
the people are malnourished. Yet Mr Clin- 
ton appeared to rebuff a request to in- 
crease American quotas for Bangladeshi 
clothing. The United States has a trade def- 
icit with Bangladesh, which exports 
nearly $2 billion a year of clothing to the 
Americans. 

Sheikh Hasina asked Mr Clinton to 
send back to Bangladesh three men con- 
victed of assassinating her father, the 
country’s independence leader. But the 
United States has no extradition treaty 
with Bangladesh, and the three have in 
their absence been sentenced to death by 
firing squad, which makes it doubtful that 
they will be sent home. 

Although Mr Clinton's visit will be re- 
membered as a gesture of support for Ban- 
gladesh, American diplomats will now 
have to soothe hurt feelings over the way 
the president abruptly changed his itiner- 
ary. And the American campaign to per- 
suade Bangladesh that exporting gas is in 
its own best interests has left many influ- 
ential Bangladeshis unconvinced. 


hardliners within the army, to yield nothing. 
And he must yield more than alittle to tempt 
India back to the negotiating table; its posi- 
tion is that violence must cease. 

On March 23rd, General Musharraf tried 
to placate the United States by outlining 
plans for restoring democracy to Pakistan. 
He said that a series of district-level elections 
would start in December and there would 
be moves “step by step” to provincial and 
national elections “in due course of time”. 
That would be pleasing, but it would not be 
enough. Perhaps the best that can be hoped 
for is a commitment that would merely stop 
things from getting worse rather than mak- 
ing them better: that is, to refrain from trying 
anything like last spring’s offensive in Kash- 
mir, which brought India and Pakistan to the 
brink of all-out war. India held back from at- 
tacking Pakistan’s territory during the “Kargil 
crisis” and the United States helped by press- 
ing Pakistan to.withdraw. But if there is an- 
other Kargil crisis, India just might be 
tempted torely rather less on diplomacy and 
rather more.on force of arms. 
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Philippines 


Sous 





Acting up 


S THE spectre of rebellion back to haunt 

the Philippines? Muslim separatist rebels, 
communist guerrillas and, it is rumoured, 
disgruntled military officers are causing 
trouble again in the countryside and the cap- 
ital. The previous president, Fidel Ramos, 
had mitigated these threats, in part by re- 
invigorating the economy. But many Filipi- 
nos fear that their current president, Joseph 
Estrada, is allowing the country to slip back- 
wards. : 

Last week more fighting broke out be- 
tween government forces and the Moro Is- 
lamic Liberation Front (MILF). The army used 
artillery, armoured vehicles and helicopters 
against guerrillas armed with mortars and 
rocket-launchers. The renewed violence 
threatens the peace talks that are intended to 
end a separatist uprising by members of the 
Muslim minority in Mindanao. Meanwhile, 
members of another Muslim separatist 
group, the Moro National Liberation Front 
(MNLF), are growing increasingly unhappy 
with a peace deal they signed in 1996. 

The communist insurgency, which had 
largely died down in Mr Ramos’s time, has 
sputtered back to life since peace talks broke 
down last year. Mr Estrada’s policy of nego- 
tiating piecemeal with individual commu- 
nist bands was dealt a setback this month, 
when an urban guerrilla group his adminis- 
tration had been wooing fired a grenade at a 
government building in Manila in protest 
against the rising price of oil. 

Mr Ramos’s chief contribution to politi- 
cal stability had been a peace agreement 
with military officers who had tried several 
times to overthrow his predecessor, Cora- 
zon Aquino. Now there are rumours, ampli- 
fied by the media, that disaffected officers 
are once again planning a coup. The plotters 
are said to be fed up with increasing incom- 
petence and corruption in the Estrada ad- 
ministration--shortcomings which remind 
all Filipinos of the autocratic regime of Presi- 
dent Ferdinand Marcos (see page 99). The 
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government says talk of coups is nonsense, 
and it probably is. Nonetheless, it creates an 
air of instability. 

More alarmed by the increasing activity 
of the rebels, Mr Estrada last week called a 
rare meeting of the National Security Coun- 
cil. The council decided that, though efforts 
to find peace through negotiation should 
continue, the insurgents should be dealt 
with “firmly and uncompromisingly”. Re- 
servists who are members of a militia with a 
reputation for extreme brutality may be re- 
called to active service—another sign of a re- 
turn to the methods of the Marcos regime. 

For all the talk of rebellion, the Philip- 
pines maintains for the moment the appear- 
ance ofa stable democracy. Appearances are 
important. While he was negotiating with 
the Muslim separatists, Mr Ramos ensured 
thataceasefire was observed. Mr Estrada has 
not been so successful. Although no perma- 
nent ceasefire has ever been negotiated with 
the communists, Mr Ramos created the ap- 
pearance of peace by keeping them at the ne- 
gotiating table, regardless of all else. 

Whereas Mr Ramos, a former general 
who fought in Korea and Vietnam, used to 
talk soothingly, Mr Estrada prefers to issue 
ultimatums to rebel groups, threatening 
them with all-out war unless they reach 
agreement on peace by one deadline or an- 
other. The deadlines are then repeatedly 
postponed. This does not impress the insur- 
gents, who know that Mr Estrada, a former 
film actor, has only ever played at being a 
warrior. When it comes to stability, the actor, 
it seems, still has a trick or two to learn from 
the soldier about playing his part. 





Change up high 


N NEPAL'S mysterious politics, serious op- 
position comes not from rival parties, but 
from within the ruling Nepali Congress. The 
Congress, which has dominated govern- 
ment for most of the past decade, this week 
pushed out its ageing leader, Krishna Prasad 
Bhattarai. He has been replaced as prime 
minister by a veteran rival from within the 
party. As usual, old colleagues have pulled 
down the government, completely safe in 
the knowledge that their party will again 
form the next one. 
Theold man knew his time was up when 
69 party members lodged a vote of no confi- 
dence against him. Ministers and once- 
trusted friends had scrambled to get out of 
the cabinet in recent weeks, apparently to 
position themselves better for positions in 
the new one. Yet it is only ten months since 
Mr Bhattarai was appointed prime minister, 
having won the unanimous backing of his 
party, and thus a working majority in parlia- 
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ment. Now he is out in the cold. His was the 
eighth administration to go in ten years of 
Nepali democracy, and showed once again 
that the fall of governments is as wearily pre- 
dictable, and nearly as frequent, as a fall of 
snow in this mountain country. 

The reasons for this one’s collapse were 
as much to do with personal sniping as with 
the government’s desultory record. No love 
is lost between the outgoing and incoming 
leaders, and Mr Bhattarai pointedly sug- 
gested that someone younger than the 76- 
year-old Girija Prasad Koirala should take 
over. But Mr Koirala, who has had the job 
three times before, has already formed his 
new cabinet. 

The new prime minister admits that this 
transfer of power will be particularly hard 
since Nepal “is passing through a very diffi- 
cult period”. Even that sounds optimistic. 
Worsening crime, poverty and corruption 
are all worrying, Price increases and reduced 
foreign trade are emptying the pockets of or- 
dinary people. And fewer foreigners are now 
being charmed by the country: tourist arriv- 
als are down, and numbers will not be 
helped by the intensifying battles between 
groups of Maoist rebels and the police, nor 
by the hijacking last December of an aircraft 
full of tourists which had just left Nepal. 

But Mr Koirala seems to mean business. 
The bloated cabinet has been slimmed from 
40 members to 25, and the number of minis- 
tries cut from 27 to 18. The new prime minis- 
ter has pledged to tackle the country’s many 
problems “by hook or by crook”. 

Some observers worry about the crook 
bit, pointing to corrupt associates and a 
greedy family, and suggest that his strong- 
man image may be unhelpful in the battle 
against the Maoists. Those rebels have al- 
ready said they are wary of talking toa man 
who was known as an uncompromising, 
anti-communist leader. They took up guns 
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in frustration with the political system, in 
which they felt their views were being ig- 
nored. Unless legal opposition can flourish 
outside the ruling party, other more danger- 
ous alternatives will flourish. 
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Japan 


Cloak, dagger 
and money 


TOKYO 


HEY may be known the world over for 

their intelligence, good humour and ur- 
bane understanding of global affairs. Butfew 
imagine Japanese diplomats to be quite so 
quick to mix it with the roughest in thecloak- 
and-dagger world of Lebanese politics. The 
Lebanese government's surprising deporta- 
tion on March 17th of four Japanese Red 
Army members—considered heroes in Bei- 
rut for their group's murderous attacks on Is- 
rael—shows just how effective the men from 
the Japanese foreign ministry can be when 
they put their minds toit. 

The Japanese Red Army, formed in Leb- 
anon in the early 1970s, burst on the scene in 
1972 when three of its members fired into a 
crowd at Lod Airport in Tel Aviv, killing 26 
people and wounding about 76. In 1975, the 
group seized the American embassy in Kuala 
Lumpur and forced the Japanese govern- 
ment to release five Red Army members who 
had been jailed for bombings and other acts 
of violence in Japan. In 1977, the terrorists hi- 
jacked a Japan Air Lines flight over India and 
demanded the release of other jailed Red 
Army members and $6m in ransom. Once 
again, the Japanese government capitulated 
and handed over six more prisoners. 

At the height of its activity in the 1970s, 


35 


ASIA 


the Red Army had about 40 active members 
in Lebanon. But after being forced out of its 
base in the Beqaa valley in 1993, one after an- 
other of the ageing members have been ar- 
rested in countries where they tried to seek 
refuge. Those deported to Jordan and flown 
on to Japan last week—Haruo Wako, Masao 
Adachi, Kazuo Tohira and Mariko Yama- 
moto—were among the handful of stragglers 
who had hung on in Lebanon. 

The Japanese government has long ar- 
gued that, under the country’s penal code, 
Japanese nationals who commit atrocities 
abroad can be tried in Japan. Though no ex- 
tradition treaty exists between Japan and 
Lebanon, the foreign ministry in Tokyo has 
made repeated requests to have the Red 
Army members returned to face charges of 
murder, hijacking, forgery and occupying 
embassies. Lebanon has refused to do so, 
fearing the uproar such an action would 
cause at home and among neighbouring 
Arab countries. In January, the authorities in 
Beirut announced that the Japanese would 
be deported toa friendly third country when 
released from jail on March 7th after serving 
their three-year sentences for illegally enter- 
ing the country. 

Behind the scenes, however, money 





Indonesia 


changed handsas the Japanese struck aclan- 
destine deal that involved aid for both Leba- 
non and Jordan. The fiction concocted in 
Beirut was that the Japanese would be de- 
ported to Jordan when released from jail. 
The plan then called for the Lebanese to ex- 
press their shock and dismay when the Jor- 
danians turned round and refused the Japa- 
nese entry, and promptly put them on an 
Aeroflot flight for Tokyo instead. On touch- 
ing down in Japan, they would be marched 
away in handcuffs. 

And so, like clockwork, it all happened. 
Except for one thing: there were supposed to 
be not four but five members of the Red 
Army on board the flight to Tokyo. At the last 
moment, Kozo Okamoto, now a frail 52, was 
granted political asylum by Lebanon. To 
quell criticism, the Lebanese authorities felt 
they had to make at least one exception. Re- 
luctantly, the Japanese agreed. To get their 
hands on four out of five of the wanted men 
was better than they had once expected. 
And with terrorism likely to be a topic when 
leaders of the Group of Seven rich countries 
plus Russia gather for their summit in Oki- 
nawa this July, the Japanese hosts will now 
be able to show just how effective the long 
arm of Japanese justice can be. 
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Still waiting for Wahid 


JAKARTA 


The president looks stronger, but the economy remains shaky 


HE new government is safely buckled in, 

but it remains stuck on the runway. Ab- 
durrahman Wahid has spent the first five 
months of his presidency trying to rally in- 
ternational support and to outfox his oppo- 
nents in the armed forces and in rival parties. 
He has so far been successful. But when will 
all this tactical manoeuvring lead to less vio- 
lence and more confidence in the economy? 

Insome ways, Indonesia's economic out- 
look is improving. The elections last year 
helped to strengthen and stabilise the cur- 
rency. Interest rates have fallen from 70% at 
their peak to 12% now. After shrinking by 13% 
last year, output too appears to have stabil- 
ised. This week, Kwik Kian Gie, the econom- 
ics minister, forecast Gop growth of 3.8% for 
the last nine months of the year. More im- 
portant for ordinary people, crops are recov- 
ering from a drought last year. The doubling 
of oil prices will also help Indonesia because 
itisan oil and gas producer. But the country’s 
healthy trade surpluses are due more to col- 
lapsing imports, especially of capital goods, 
than to boomingexports. Last year those sur- 
pluses served only to offset a continuing for- 
eign-exchange drain by rattled investors. 
“The only thing that has really changed,” 
says a western economist in Jakarta, “is that 
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it has rained.” 

Giving investors more confidence is still 
the key to economic recovery in Indonesia. 
Most eyes are on the Indonesian Bank Re- 
structuring Agency (IBRA). This is charged 
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The chief appears fatigued 


with selling industrial assets seized from the 
owners of bust banks. If such sales are suc- 
cessful, it will be a measure of the new gov- 
emment’s competence and its resolve to in- 
stigate reform. The government needs the 
sales to go well: it plans to run a budget defi- 
cit of 5% over the next nine months and ex- 
pects privatisation proceeds, the bulk of 
which will come from 1Bra’s asset sales, to 
plug half the gap. The rest will come from for- 
eign aid. The first big test will be the sale of 
Astra, Indonesia’s biggest car company. 
After several delays, the winning bidder was 
expected to be announced on March 2sth. 

Investors will also continue to look for 
improvements in the three cs of Indonesian 
politics: coups, contracts and corruption. Mr 
Wahid has brought the armed forces more or 
less under civilian control. Indonesia does 
not have a tradition of coups, but it does 
have a powerful army. Mr Wahid threatens 
to undermine the gains he has made in 
bringing the soldiers down a few notches 
through his own statements. Last week he 
accused a regional commander of plotting 
against him. “It's not good for a president to 
claim that it is not safe in his own country,” 
says Bachtiar Chamsyah, an influential 
member of parliament. 

It was announced this week that an in- 
vestigation would be held into the continu- 
ing violence in the separatist province of 
Aceh. The announcement followed a meet- 
ing between a presidential envoy and a se- 
nior commander of the rebel Free Aceh 
movement, which some saw as a possible 
step towards peace talks. Soon after the 
meeting, police raided villages, apparently 
acting without the permission of the na- 
tional police chief. Human-rights groups say 
that the security services have committed 
atrocities in Aceh in a campaign to hunt 
down separatist rebels. 

As for the other two cs, contracts are a 
tricky issue. Under the regime of President 
Suharto, contracts with multinationals were 
chiefly written for the benefit of local part- 
ners who had connections to the ruling elite. 
The new government is keen to avoid over- 
turning such contracts outright, but is trying 
to cajole companies into renegotiating them. 

Little progress has been made in cleaning 
up corruption. Mr Wahid’s advisers prom- 
ised early on to make an example of a few 
prominent offenders. One was supposed to 
be Marimutu Sinivasan, a textile tycoon and 
the owner of the Texmaco group of compa- 
nies. He was alleged to have obtained loans 
fraudulently, but no prosecution has fol- 
lowed, despite his failure to repay 10 trillion 
rupiah ($1.3 billion) in bad debts to state 
banks. The government has also failed to 
win its case against a defendant in a scandal 
involving Bank Bali, which at one point last 
year prompted a brief suspension of aid. Mr 
Wahid’s hold on power may be increasing, 
but now he muststart to use it. 

a 





THE ECONOMIST MARCH 25TH 2000 


UNITED STATES 


To boldly go... 


WASHINGTON, DC 


Can America’s new economy be steered with an old-economy compass? 


LAN GREENSPAN may be the god of 
global finance, but his efforts to steer 
America’s economy are proving rather like 
navigating outer space with a compass. His 
goals—price stability and sustainable econ- 
omic growth--remain the same. But his 
trusted maps and instruments do not seem 
to work well any more. 

Until recently, America’s economy 
obeyed a few rules of thumb. It could grow 
safely by about 2.0-2.5% a year in the long 
term. Any faster, and inflation 
would soon appear. Unemploy- 
ment could fall safely to about 5.5- 
6.0%. Any lower, and wage pressure 
would soon appear. Thus the cen- 
tral bank’s role was clear: whenever 
the economy was roaring beyond 
these limits (or likely to), it was time 
to slow things down by raising in- 
terest rates. 

How different things are today. 
The economy has been surging, 
even as the expansion has aged. 
America’s real Gop grew by an an- 
nualised 6.3% in the second half of 
1999. Yet core inflation, which ex- 
cludes the temporary effect of soar- 
ing oil prices, has only edged up- 
wards rather than exploding. 
Unemployment is barely over 4%,. 
yet there are scant signs of wage 
pressure, 

What is more, the old instru- 
ments seem on the blink. Mr Greenspan has 
been raising short-term interest rates gradu- 
ally since June 1999, in an attempt to rein in 
surging demand. On March zist, he pushed 
up the Federal Reserve's short-term interest 
rate by a quarter of a percentage point, the 
fifth such move. But, it seems, with modest 
impact as yet. 

Demand growth has accelerated since 
last summer. Consumer spending is still 
booming (car sales in February hit a four- 
year high—1om at an annual rate). Corporate 
investment is back on the rise. Many fore- 
casters expect GDP to grow by an annual rate 
of around 5% during the first three months of 
2000, only marginally below the breakneck 
pace of late 1999. 

Financial markets complicate things fur- 
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ther. Stockmarkets rallied on the news of the 
rate hike and, despite recent volatility (see 
page 95), the surge in technology stocks 
means that broad indices remain strong. 
New-economy shares, brokers insist, are lit- 
tle influenced by higher interest rates (they 
tend to have no debt as well as no profits). 
The Fed's frustration is evident in the press 
release that accompanied the rate rise: 
“Economic conditions...are essentially the 
same as when the committee [last met]”, it 


snorted. In short, it is tough for the Fed to 
know what to do; and equally tough to 
achieve it. 

The underlying reason for the economy’s 
extraordinary performance, and the finan- 
cial markets’ behaviour, is productivity. 
Since 1995, America’s workers have increased 
their output per hour by about 2.75% a year, 
double the average of the previous 25 years. 
And this trend is accelerating. In the second 
half of 1999 productivity outside agriculture 


soared by 5.6%. This surge, which is the chief 


motor of the much ballyhooed new econ- 
omy also dramatically complicates mone- 
tary policy. The central bank has to judge 
how far this higher productivity is based on 
a structural change; gauge when the accel- 
eration will stop; and determine what the 
























new “sustainable” rate of growth is. - 
The first of these issues is being gradually 
resolved. Mr Greenspan has long sus 
that America is in the midst of a strus 
productivity revolution, driven by info 
tion technology. Ever more. research n 
supports his hunch. 
In a new paper, Daniel Sichel and 
phen Oliner, two economists at the Feder 
Réserve known for their work on ana 
the economic impact of computers, estima 
that improvements in the computer indu 
try’s own production processes account 
abouta quarter of thecverall increase in pr 
ductivity. But they also argue that increase 
in the use of information technology 
companies of all sorts account for just undi 
half the recentrise. As the researc 
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ent explanations of ahat. exactly y 
him and why. First, he focused over 

ingly on the labour market. More recen! 
and more controversially, he has-dw 
the continued rise in equity markets. By 
ing in. anticipation ef future product 
growth, he argues, stockmarkets cause a 
wealth effect that leads to demand in exce 
of today’s actual supply growth. He resorts 
these complicated—and controversial—ex- 
planations as the economy isnot yetdisplay- 
ing the traditional symptoms of overheating. 
So far, an unemployment rate of 4.1%, 
way below the traditional norms,hasnotled 
to unsustainable wage pressure. Unit-labour 
costs fell in the second half of 1999 as wages 


37 


Hae 


EFT 
PRSS 


RAR 


n rt 


oe ee ae 
age 


UNITED STATES 
rose by less than productivity. Though va- 
rious reasons are put forward, economists 
don't really understand why. 

One possibility is that inflation has been 
surprisingly low in the past couple of years. 
As a result, small nominal pay rises have 


turned out to be surprisingly high real pay 
rises. This reasoning suggests that once 





workers realise headline inflation has risen, 
they will demand more in their pay packets. 
Another plausible reason is the productivity 
surge itself. Workers may not have cottoned 
on to how much more productive they have 
become. The latest Economic Report of the 
President, for instance, suggests that a posi- 
tive surprise in productivity growth of one 































HE American economy has 

all sorts of enviable attributes. 
Yet, as even its most devoted ad- 
mirers must admit, the great 
machine, just occasionally, emits 
adistinctly bubblish burp.Sometimes this 
fizz comes in the form of official economic 
statistics; but the more remarkable things 
often spring from less closely watched 
numbers—the number of Ferrari dealer- 
ships in the Bay Area, the price of English 
nannies in Manhattan, the fashion for 
gold-thread suits. 

We begin an occasional series on such 
phenomena with a look at a much more 
solid structure—the 100,000 tons of con- 


How baseball should pop 


crete that are about tocease being the giant 
Kingdome sports arena in Seattle. At 8:30 
am on March 26th some 6,000 carefully 
placed charges of gelignite will erupt 
throughout the Kingdome’s vertical col- 
umns and arching ribs. Within 20 sec- 
onds, pulverised, the 67,000-seat stadium 
will fold in on itself like concrete origami. 
It is an ingeniously high-tech way to 
kiss goodbye to an old-economy icon 
(concrete is depressingly unvirtual). All 
the same, it is an odd bit of urban renewal. 
The Kingdome, completed in 1976 at a cost 
of $67m, is decades away from the end of 
its useful life. There is no reason why it 
could not continue to welcome American 
football and baseball games, not to men- 
tion the usual stream of Billy Graham re- 
vivals, Rolling Stones concerts and mon- 
ster-truck derbies. Only four years ago, the 
county government invested $70m in it, 


Walls come tumbling down 
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mainly to replace ceiling tiles. 

The Kingdome’s problem is 
that in these fizzy times being 
useful and being there are not 
enough; sports stadiums have to 
be new. Last summer the Seattle Mariners, 
the city’s baseball team, decamped to a 
new, $530m retractable-roof stadium lo- 
cated a few hundred yards away. Paul Al- 
len, the co-founder of Microsoft, agreed to 
buy the Seattle Seahawks, the local Ameri- 
can football team, only if state taxpayers 
coughed up most of the money for a new 
$430m football-only stadium on the site 
of the Kingdome. The plan was approved 
in a referendum (to be fair, Mr Allen gen- 
erously put up the $4.3m needed to ar- 
range the vote). 

Robert Baade, an economist at Lake 
Forest College in Illinois who studies 
sports stadiums, points out that Seattle is 
hardly alone in tearing down a perfectly 
sound building. During the past decade 
about half the stadiums in the nation that 
house football, baseball, basketball or 
hockey teams have been replaced—usu- 
ally to lure new teams to a city, or, in the 
case of Seattle, to prevent the departure of 
existing teams. 

During the 1980s, America spent 
around $15 billion on new sports stadi- 
ums; in the 1990s, it spent $11 billion. The 
Miami Heat basketball team will soon fol- 
low the Florida Panthers ice-hockey team 
out of the facility they once shared, even 
though it is only 13 years old. The Florida 
Marlins would also like anew home. New 
York’s normally frugal mayor, Rudy Giu- 
liani, seems to have abandoned an eco- 
nomically absurd plan to build a new $1 
billion home for his beloved Yankees in 
Manhattan; but he still seems keen on 
spending $700m in the Bronx. In Boston, 
Fenway Park is in danger. 

Still, the last laugh may be on Seattle. 
The Kingdome’s main attraction when it 
was built was its roof. Recently, an un- 
usual weather pattern called the Pacific 
Decadal Oscillation has produced 
warmer, drier weather than the Seattle 
norm. Alas, that seems to be at an end, say 
meteorologists. The new football stadium 
provides only limited cover against the re- 
turning rain. 
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percentage point would have the effect of 
temporarily lowering the sustainable unem- 
ployment rate by 1.25%. 

Equally, it is hard for the central bank to 
argue that excess demand is showing up in 
consumer-price inflation. America is far 
from inflation-free. Consumer prices have 
shot up recently (see chart), driven by therise 
in oil prices. Headline inflation is now above 
3%. And America is no longer enjoying a dis- 
inflationary effect from a strengthening dol- 
lar and falling commodity prices. Nonethe- 
less, broad price pressure has yet to appear. 
The oil blip is widely seen as temporary. 
And, whatever the truth in that, there has, as 
yet, been little “pass through” into core con- 
sumer prices: only air fares have seen much 
of a jump. 

On the other side of the inflation ledger 
stands another hard-to-estimate force: the 
nascent rise of business-to-business e-com- 
merce on the Internet. According to Gold- 
man Sachs, less than 0.5% of inter-company 
transactions currently take place electroni- 
cally. But from retailing to manufacturing, 
traditional old-economy firms are waking 
up to the fact that web-based exchanges and 
the like can slash their procurement costs. In 
February, for instance, America’s top three 
car makers announced a web-based ex- 
change for parts. Steve Girsky of Morgan 
Stanley suggests that such initiatives could 
reduce costs by $2,000-3,000 per vehicle over 
the next three to ten years. But the truth is 
thatnoone knows. 

Put all these factors together and it is 
clear that the central bank is faced with mas- 
sive uncertainties. Nonetheless, there are a 
few clear indicators of alarm. One is Amer- 
ica’s dependence on foreign capital. The 
trade deficit soared to a new monthly record 
of $28 billion in January. With a rising trade 
deficit and higher debt-service payments to 
foreigners, America’s current-account defi- 
cit, now over 4% of Gpp, is set to grow ever 
bigger. 

That alone should be cause for concern. 
Add to it concerns about the stockmarket 
and the labour market, and prudence clearly 
dictates a slowdown. In outer space, if you 
zoom along too fast and too long in the dark, 
the chances of hitting an asteroid are real. 













A warning light 
Consumer prices, % increase on a year earlier 
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Who wants to be a millionaire? 
Despite starting the primaries with an 
awesome war chest of more than $70m, 

“George W, Bush began March with only 
$7.8m in hand, compared with Al Gore’s 
$9.3m. Mr Bush spent $13m in February 
alone, $7.5m on advertising. 

kkk 

Sick jokeof the week 

“You can tell spring is in the air. In fact this 

weekend was so beautiful [in Texas] they 

were executing people outside.” 

| Jay Leno. Since Mr Bush became governor 

| of Texas, 126 people have been put to death. 

i 
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Regret of the week (1) 
“Td rather be on the Straight Talk Express.” 
John McCain on his return to the Senate 
this week, Washington Post, March 22nd 











Unregretful victor of the week 
“Well then, how come he didn’t win?” 
Mr Bush reacting to a comment that Mr 
McCain had produced a stunningly large 
turnout in the Republican primaries. 
wk 
Regret of the week (2) 
“This guy got up—I swear—and he saysina: 
very high voice: ‘Mr Buchanan, will you go 
out ona date with me tonight?” 
Pat Buchanan, reflecting on a speech at 
Harvard, Washington Post, March 22nd 
wk 
Website of the week 
Some 18m voters have logged on to one or 
other of the presidential candidates’ web- 
sites, The most popular site was Mr Bush’s; 
the most highly rated Steve Forbes’s. 
Harris Poll 
Kak 
Conspiracy theory of the week 
Pat Buchanan, a presidential candidate for 
the Reform Party who likens himself to “a 
troll still out there under the bridge”, de- 
manded to be included in the presidential 
debates, saying that the Republicans and 
the Democrats are conspiring against the 


third party. 
kik 


What's your sign? 
Mr Bush is most popular with people born 





The tobacco wars 


On to Miami 


WASHINGTON, DC 


EXT month, in Miami, the tobacco in- 

dustry faces a jury decision that could 
impose fines so vast that cigarette firms 
might end up in bankruptcy. This week, the 
industry won a few legal battles, some rele- 
vant to the wider war, others not. The upshot 
just might force debate about America’s 
“single most significant threat to public 
health” (in the words of the Supreme Court) 
into the forum where it belongs, the Con- 
gress. But don’t hold your breath. 

The decision in Miami stems from a 
class-action suit brought on behalf of smok- 
ers in Florida. Last July, the Dade County cir- 
cuit court found the tobacco companies 
guilty of lying to the public about the dangers 
and addictiveness of smoking. Now the 
court must decide how much to award first 
in compensatory damages and then, cru- 
cially, in punitive damages. The lawyer who 
represents the smokers has said he wants a 
$100 billion punishment. 

The companies are already shelling out 
$246 billion to help states recoup some of the 
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reputed public-health costs of smoking. But 
for the firms, the immediate problem would 
not be the Florida fine itself, which might be 
reduced on appeal (vast punitive damages 
usually are). The problem is that the compa- 
nies would have to post a bond to cover the 
full amount of the damages plus interest to 
cover the likely period of any appeal. 

In Florida, the amount is about 115% of. 
the fine—ie, perhaps $115 billion. That is 
nearly three times as much as the industry’s 
annual sales in America—which are $45 bil- 
lion. So the tobacco companies would be dri- 
ven into bankruptcy if the bond were this 
colossal (Texaco was driven to seek similar 
protection after another enormous bond 
was demanded from it in the 1980s). The pos- 
sibility is real enough for the states to have in- 
terviewed bankruptcy lawyers for advice 
about how to protect their $246 billion egg if 
the golden geese all file for Chapter u. 

Perhaps they need not worry too much. 
The tobacco companies, also, are preparing 
their defences. This month, the governor of 
Virginia signed into law a bill that caps bond 
payments in any appeal against punitive 
damages at just $25m. By amazing coin- 
cidence, Virginia is the tobacco headquarters 
for the largest of the companies involved, 
Philip Morris. A similar measure has passed 
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under the sign of Cancer. He is:also more 
popular than Mr Gore with those who fal 
under the signs of Aries, Taurus, Gemini, _ 
Leo, Virgo, Scorpio and Capricorn. Mr Gore. 
is most popular with Sagittarians, and 
beats Mr Bush among Agquanani and Pis 
ceans. 
Zogby Poll 

Ki 
Codename of the week 
The secret service hasgiven Mr Bush thee cO 
dename “Tumbler”; Mr Gore- is. “Sun: 
dance”, President Clinton is known as“ 
gle”. Ronald Reagan was “Rawhide” an 
John Kennedy “Lancer”, No explana 
are given. 
Hotline, March zist 








the Georgia legislature and two: other to- 
bacco-growing states, North Carolina 
Kentucky, are discussing whether to foll 
suit. If the Florida court imposes a big f 
and the tobacco companies seek shelter: 
der the laws of their home states; expect 
battle royal of conflicting state jurisdictio! 
Tobacco firms are good at playing 
game of conflicting jurisdictions. This wee 
they won an important round in another 
area when the Supreme Court struck do 
attempts by the Food and Drug Administra 
tion to regulate the marketing and prod 
tion of cigarettes, 
In.1995, the FDA had proposed ase 
anti-smoking rules restricting cigarette 
vertising in general and. banning certain 
kinds of cigarette promotion aimed at tee 
agers. The agency’s justification was that ni 
otine was a drug, and cigarettes were the d 
livery system. That claim would also hav 
allowed. the rpa to determine, say, 
amount of nicotine in cigarettes, or ev 
ban cigarettes altogether. The court deci 
that this was a claim too far, ruling, by a 
row 5-4 majority, that Congress had not pr 
vided the agency with authority todo any 
this and did not intend the FDA to treat cig 
rettes as a drug, : 
But the justices, both for and against the 
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ruling, went out of their way to talk about the 
public-policy issues raised by smoking—an 
action which goes about as far as justices can 
go in telling Congress that it, not the courts, 
should regulate smoking. Congressional 
Democrats promptly announced that they 
would propose plans to broaden the scope 
of the Fpa’s authority. 

These plans are not likely togo anywhere 
this year: the majority Republican leader- 
ship in Congress is against them. But the 
chances of legislative action have risen. Al 
Gore wants it. George W. Bush says that “to- 
bacco regulation should be made by Con- 
gress and state legislatures.” Even the to- 
bacco companies are in favour of some sort 
of legislative action, so long as cigarettes are 
not treated as a drug. The only question is 
what sort of tobacco industry will still be 
around to be regulated after the verdict in 
the Miami court. 
ai — = 





States’ rights 
Tea party 


OR a Supreme Court determined to assert 
and expand states’ rights, it sounds like 
the dream case. Little Massachusetts is once 
again standing up for the democratic values 
which itso boldly asserted before the Ameri- 
can revolution. Then it boycotted English 
imports, and its residents famously chucked 
a few cases of tea into Boston harbour. Today 
the state of Massachusetts is boycotting com- 
panies which do business with Myanmar, 
the country formerly known as Burma and 
now run by one of the world’s harshest mili- 
tary regimes. Who could be against that? 
Well, to name a few, dozens of American 
and foreign companies, an ex-president, two 
ex-secretaries of state, some 20 members of 


Boston protected them from Apple 


42 





Congress, plus Japan, the European Union 
and the Clinton administration. So far, two 
lower federal courts have ruled that Massa- 
chusetts’s well-intentioned foray into for- 
eign affairs is unconstitutional. In an oral 
hearing on March 22nd, the National Foreign 
Trade Council, and its stellar array of sup- 
porters, asked the Supreme Court to do the 
same, and to bring to a screeching halt the 
proliferation of local and state selective-pur- 
chasing laws, Massachusetts, supported by a 
long list of churches, human-rights groups, 
dozens of city and state governments, and its 
own even larger band of congressmen, asked 
the court to uphold its law. 

Massachusetts passed the lawin1996ina 
fit of self-righteousness. It bars state agencies 
from buying goods or services from most 
firms, foreign or domestic, which do busi- 
ness with Myanmar. At the time this seemed 
like little more than a harmless bit of gesture 
politics. But, to general amazement, Apple, 
Kodak and Hewlett-Packard soon pulled out 
of Myanmar, citing the Massachusetts law. 
The state’s blacklist included European and 
Japanese firms, among them Toyota, Sony 
and Siemens. 

This, in turn, provoked an angry reaction 
from Japan and the £u. They first protested 
to Washington, and then took the more seri- 
ous step of launching a formal complaint at 
the World Trade Organisation in Geneva, 
charging that the Massachusetts law 
breached the obligation of the United States 
under the wro’s agreement on open govern- 
ment procurement. 

All sides agree that Myanmar is ruled by 
a bunch of thugs. The United States, the Eu 
and Japan have all imposed sanctions 
against Myanmar. But should lowly Massa- 
chusetts have the same right? In striking 
down the law, the federal appeals court in 
Boston found that a state has no authority to 
regulate conduct beyond its borders and 
that the Massachusetts law “in- 
terferes with the ability of the 
federal government to speak 
with one voice.” The National 
Foreign Trade Council adds 
that the constitution clearly 
gives the federal government 
the exclusive right to conduct 
foreign relations and to regu- 
late foreign trade. It also claims 
that the state’s law conflicts 
with the federal government's 
own sanctions. 

Massachusetts disputes all 
these points. It argues that its 
law does not regulate any- 
thing, but only disassociates 
the citizens of Massachusetts 
from a vile regime by spending 
their money in a way that they 
approve of. “Nothing in our 
federal constitution denies to 
the states the right to apply a 
moral standard to their spend- 


ing decisions,” the state argues in its legal 
brief. As for the idea that it contradicts fed- 
eral law, Douglas Kmiec, a law professor at 
Pepperdine University in California, points 
out that Congress passed its anti-Burma law 
three months after the passage of the Massa- 
chusetts law, was well aware of it, and chose 
not to pre-empt it explicitly, which even 
Massachusetts agrees it had the power to do. 
So why should the court now do what Con- 
gress declined todo? 

Mr Kmiec, who served as an assistant at- 
torney-general in Washington in the 1980s, 
says that the Reagan administration had a 
fierce internal debate about whether to op- 
pose similar local laws aimed at South Af- 
rica. Ronald Reagan disliked anti-apartheid 
sanctions. But he disliked the idea of con- 
stricting states’ rights even more. Mr Kmiec 
helped to dissuade the administration, on 
federalism grounds, from challenging in 
court any of the 23 states and 80 cities that 
had anti-apartheid purchasing laws. 

The Supreme Court could be equally 
torn. At the oral hearing Massachusetts’s as- 
sistant attorney-general faced sceptical 
questions from the liberal justices who have 
opposed the expansion of states’ rights. And 
yet after further consideration, they could be 
swayed by the human-rights goals of the 
state’s law. On the other hand, a few of the 
five conservative justices who have backed 
states’ rights in recent years, most notably 
Chief Justice William Rehnquist, have also 
supported the view that foreign affairs 
should be pre-eminently national in scope. 

If the court does find in Massachusetts’s 
favour, it will present the next administra- 
tion with something of a dilemma. The Eu 
and Japan could revive their wro com- 
plaints, which they let lapse after the Massa- 
chusetts law was struck down by a lower 
court. The Clinton administration had said it 
would vigorously defend the law against the 
wrTo complaints. That will be a difficult 
thing for any administration to do, now that 
the federal government is asking the Su- 
preme Court to strike down the law. 
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Corruption in Illinois 


Lorry lolly 


CHICAGO 


IKE most good political thrillers, it seemed 
at first to be just another tale of bureau- 
cratic graft. In 1998, the Departmentof Justice 
began an investigation into an obscure part 
of the Illinois secretary of state’s office that 
doles outcommercial drivers’ licences. Oper- 
ation Safe Road duly found that employees 
routinely sold licences to unqualified lorry 
drivers. But three things have since made the 
story much more explosive. First, the then 
secretary of state, George Ryan, is now the 
state’s governor; second, a chunk of the 
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money found its way into his gubernatorial 
campaign fund; and, third, one of the ille- 
gally licensed drivers was involved in a fiery 
wreck that killed six Chicago children. 

Thirty people have been charged in the 
scandal; this week two more pleaded guilty, 
taking the total to 24. In January, federal offi- 
cials charged Dean Bauer, an old friend of Mr 
Ryan and the man he appointed to root out 
corruption in the secretary of state’s office, 
with racketeering, mail fraud, obstruction of 
justice and making false statements. Among 
other things, Mr Bauer is accused of stopping 
an internal investigation into whether the 
lorry driver who killed the six Chicago chil- 
dren had obtained his licence improperly. 

The justice department says it has evi- 
dence linking the licensing scandal to other 
fatal accidents. The Chicago Tribune has re- 
ported thata lorry driver who paid $800 fora 
fraudulent Illinois licence caused a 74-vehi- 
cle pile-up in California in 1998 that killed 
two people and injured 51. And the mother 
of a former employee at a state licensing fa- 
cility says she gave a three-page letter de- 
scribing the corruption to Mr Ryan’s wife ata 
charity event in 1998. Mrs Ryan says she does 
not recall receiving the letter. 

Mr Ryan, a Republican now in the sec- 
ond year of his four-year term as governor, 
says he was aware that some allegations of 
impropriety were being investigated in his 
former office, but he had no idea that 
$170,000 of the bribe money was used to buy 
tickets to his fund-raising meetings. That was 
the work of renegade employees. Neither the 
justice department nor Mr Ryan will say 
whether he is a target of investigation, or has 
been questioned by federal agents. 

Weirdly, the Democrats have held their 
fire. Mr Ryan is an affable fellow with a his- 
tory of cutting cross-party deals. But his op- 
ponents also seem keen to avoid the mis- 
takes the Republicans in Washington made 
over Bill Clinton and Monica Lewinsky. “If 
your opponent is twisting in the wind,” says 
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“Your guys should have put McCain on a truck” 





Rich Miller, a local political analyst, “you 
just let him hang there.” 

The Republicans have been slow to 
come to the governor's rescue. Few of Mr 
Ryan’s best-known accomplishments—a $12 
billion infrastructure programme (paid for 
by a tax increase), a moratorium on thedeath 
penalty, tougher penalties for gun crimes, 
and a groundbreaking trip to Cuba—have 
endeared him to the right wing of his party. 
Nor has the governor produced a tax cut, de- 
spite a large state surplus. 

All of which should worry another gov- 
ernor called George. Mr Ryan is the state 
chairman for the presidential campaign of 
George W. Bush. In this week’s Illinois prim- 
ary a third of the Republican vote went to 
other candidates, notably John McCain 
(even though he has withdrawn). The polls 
show that 47% of Illinois voters have an un- 
favourable opinion of Mr Ryan, and fewer 
than a fifth believe he did not know about 
the licence peddling. It is unlikely that Mr 
Ryan will be elected to a second term. The 
more interesting question is whether he will 
finish his first. 


Taxing the Internet 


Offline 


NEW YORK 


ITH the Internet currently displacing 

motherhood and apple pie at the top 
of the list of American virtues, proposals to 
tax the net are not popular. Presidential can- 
didates queued up to pledge how they 
would stop the taxman plunging his grubby 
hands into cyberspace. The hitch? If e-com- 
merce grows anything like as fast as pre- 
dicted, failing to tax it could do serious dam- 
age to the finances of America’s state and 
local governments, which depend on sales 
taxes for much of their revenues. 
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This week, in Dallas, the final scheduled 
meeting took place of the Advisory Commis- 
sion on Electronic Commerce. Set up by 
Congress under the revealingly-named 1998 
Internet Tax Freedom Act, the commission 
was supposed to hammer out acompromise 
between business and local politicians. So 
far it has managed to achieve its mandated 
two-thirds majority only on things like pro- 
tecting online privacy and scrapping the fed- 
eral government tax on Internet access 
charges (nocost for state governors there). 

On the main battleground between the 
taxman and e-business, only 11 of the 19com- 
missioners could be mustered to vote for a 
set of proposals that essentially continue the 
status quo. These include an extension of the 
current congressional moratorium on new 
Internet taxes (a proposal which John 
McCain immediately put into a new Senate 
bill). The commission members who would 
not support the measure were all represen- 
tatives of the tax authorities. 

The commission’s chairman, James Gil- 
more, claimed the vote as a success. But he is 
governor of Virginia, a state which hosts big 
e-commerce companies such as America 
Online. According to Kent Johnson, a tax 
partner at KPMG, the failure to achieve a two- 
thirds majority makes :t hard for Congress to 
push though legislation. Although the com- 
mission has given itself another 30 days in 
which to reach the two-thirds target by 
phone, the chances are slim. 

In some respects, a further ban on new 
Internet taxes is neither here nor there, be- 
cause the real problemis the difficulty of col- 
lecting those old taxes that should already 
apply to e-commerce. Thanks to rulings by 
the Supreme Court, states cannot require 
out-of-state retailers te collect sales taxes on 
goods coming into the state unless the re- 
tailer has a physical presence or “nexus” 
within that state. This seems largely to ex- 
empt online-only retailers such as Amazon 
from tax collection. It may also offer a loop- 
hole for the growing online operations of 
older retailers. Customers buying from an 
out-of-state retailer are usually supposed to 
volunteer a “use” tax on the value of that 
good. Few ever bother. 

Congress could change the law, ending 
the out-of-state exemption from tax-collec- 
tion. The states might act against their nar- 
row self-interests, anc collectively create a 
nationwide sales-tax system. James Eads at 
Ernst & Young even thinks there is a chance 
that the Supreme Court will change its mind. 
But none of these solutions is likely. 

This may not seem much of a problem 
now, whilst the state coffers are overflowing 
with money and e-commerce is in its in- 
fancy. But the longer nothing is done, the 
more customers will become accustomed to 
avoiding taxes when shopping online—and 
the more unpopular will be any attempt to 
change that situation. 
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When life is more interesting than art 


TN “AMERICAN BEAUTY”, the favourite to sweep the Oscars, 

Lester and Carolyn Burnham (who are played by Kevin Spacey 
and Annette Bening) live in a picture-perfect house in the suburbs, 
with a manicured lawn and a white picket fence.Carolyn spends 
her spare time pruning her roses (the American beauties of the ti- 
tle), her gardening clogs colour co-ordinated with the handles of 
her pruning shears; Lester helps keep the house neat and tidy. It all 
Jooks like a commercial designed to show how normal the Burn- 
hams are. And itis all, needless to say, a total farce. 

Carolyn is actually a robotic and judgmental shrew. Lester isa 
shell of a man who falls head over heels for one of his daughter’s 
friends, asexually charged cheerleader. As for thedaughter, she isa 
screwed-up misfit who dreams of murdering her father. The only 
way anyone can find fulfilment 
(however fleeting) is to subvert 
the suburban conventions. Les- 
ter throws in his job to spend his 
days inhaling enormous quanti- 
ties of marijuana. Carolyn has an 
affair with the local real-estate 
magnate. 

“American Beauty” is some- 
what redeemed by fine acting 
and a few riveting set pieces. But 
in the end what is most striking 
about the film is not its clever- 
ness, as so many critics are claim- 
ing, but its utter lack of original- 
ity. The film simply recycles a 
view of the suburbs—that they 
are vortexes of tedium and alien- 
ation—-which has been a staple 
of artistic contempt at least since 
John Cheever, 

This view has probably 
never been very accurate. (Her- 
bert Gans, a sociologist at Columbia University, shot it full of holes 
in “The Levittowners” more than 30 years ago.) But it is getting less 
accurate by the day, as the suburbs mutate in all sorts of extraordi- 
nary ways. If the complaints about the suburbs are doomed to re- 
main forever the same, the suburbs themselves are changing be- 
yond all recognition. 

The most obvious change is that the suburbs are the smithies 
of almost everything that is new and innovative in the American 
economy. Microsoft sits i» a suburb of Seattle. Silicon Valley is an 
unappetising sprawl of modest (though costly) bungalows and 
strip malls, To an English duke, Beverly Hills, Bel Air and the rest of 
mogul land is simply a sunnier version of Surrey (an alarming 
number of the houses are mock-Tudor); yet they also constitute 
one of America’s most impressive industrial clusters. “The new 
economy and the new suburbs are really the same thing,” as Fred 
Siegel at New York's Cooper Union University puts it. 

In much the same way as the manufacturing revolution led to 
the compact urban city of the 19th century, and the arrival of the 
car created the bedroom suburbias of the zoth century, informa- 
tion technology is allowing jobs to be dispersed hither and thither. 
People no longer need to travel to the city to find jobs, shops or 
even entertainment they can live their whole life in the suburbs. 

The suburbs are also becoming ever less monolithic and bour- 
geois. Suburbs can be blue-collar, like Dundalk in Baltimore 
County, or ultra-liberal, like Marin County in San Francisco. 
Increasingly, though, some area social jumble within themselves. 





In the San Fernando Valley, multi-million-dollar homes owned by 
young bucks from Wamer Bros share the same zip code as bunga- 
lows with roosters in the yard. Joel Kotkin, an urban analyst at 
Pepperdine University, points out that there is a world of differ- 
ence between what he calls “midopolises’’—old-fashioned inner 
suburbs that increasingly suffer from the same maladies as the old 
inner cities—and outer “nerdistans”, like Irvine, an Orange 
County suburb which is dominated by high-tech companies and 
seems to treat jaywalking as a newsworthy crime. 

Nor are the suburbs the all-white enclaves that metropolitan 
sophisticates imagine. Atlanta, Chicago and Washington, pc, all 
have thriving black suburbs. In southern California the new Chi- 
natowns and little Saigons are in the suburbs rather than down- 
town. The best Chinese food in 
the United States is to be found in 
the burgeoning Sino-suburbia 
east of Los Angeles, where the su- 
permarkets sell pig snouts and 
live carp, and where shopping 
malls sometimes contain restau- 
rants from five different prov- 
inces of China. Many of the most 
ethnically diverse places in the 
country are now suburbs. 

This is not to say that the sub- 
urbs have completely solved the 
problem that obsesses their crit- 
ics: alienation. A little alienation 
is inevitable in places that lack 
both natural centres and public 
spaces. In one of America’s two 
smartest comedies, “King of the 
Hill’, Hank and his Texan friends 
spend most of their time stand- 
ing in thealley at the back of their 
suburban tract homes, downing 
beers; the other, “The Simpsons” is set in a town that might be de- 
scribed as a suburb brought together by a nuclear power station. 

Yet many suburbs are trying valiantly tocreate a sense of place 
and public purpose. Older suburbs like Pasadena and Santa Mon- 
ica in California and Downers Grove and Highland Park near Chi- 
cago have rebuilt their historic town centres, to great effect. Newer 
suburbs are creating downtowns from scratch. Reston, a new de- 
velopment near Dulles airport, in Virginia, has even created a 
passable facsimile of a 1920s downtown. 

“American Beauty” is not the first time that the entertainment 
industry has become so obsessed by a formula thatit forgot tolook 
at the world—though the fact that the most spectacular evidence 
of these changes is happening on the moguls’ own doorstepis a bit 
galling. (“They may live in La,” sneers Mr Kotkin, “but their minds 
were formed in Manhattan.”) But caricatures have consequences. 

The idea that compact cities are somehow preferable to 
sprawling suburbs lay behind one of the most pointless engineer- 
ing feats in human history, the Los Angeles subway, which has 
cost billions of dollars (not to mention the lives of several construc- 
tion workers) but which is almost irrelevant to the needs of a city 
without a core. Now Al Gore, the Democrat seeking the presi- 
dency, wants to start a crusade against “sprawl”. An odd idea 
when you consider that most of his potential electorate now lives 
in that sprawl, and seem to like it;and a dangerous one, once you 
acknowledge that sprawl is now the home of almost everything 
that is most vital and daring, if not most beautiful, in America. 
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Easing Brazil’s pensions 


burden 


SAO PAULO 


Officials claim that new laws at last herald a solution to Brazil’s biggest 


single fiscal problem. Are they right? 


VER since he first took office as Brazil’s 
president in 1995, one issue above all oth- 
ers has dogged Fernando Henrique Car- 
doso’s efforts to restore his country to fiscal 
health and thus to sustained economic 
growth, That issue is pensions. Asis typical of 
a developing country, Brazil has a young 
workforce. But it has a pension burden nor- 
mally associated with far richer countries. 
There are several explanations. One is 
Brazil’s swiftly rising life expectancy, up 
from 43 years in 1950 to 68 now. Another is 
the 1988 constitution, which grants pensions 
to millions of poor rural workers who have 
not paid contributions. But at the heart of the 
pension deficit lie some perversely bounte- 
ous practices, under which many workers 
“retire” in early middle age, some with the 
prospect of many years of princely payouts. 
The national pension system moved 
into significant deficit in 1997. Throw in the 
unfunded hole in the far more generous 
schemes for Brazil's public-sector workers, 
and the gap between spending on pensions 
and contributions last year amounted to 
4.6% of cpr. That undermined the govern- 
ment’s otherwise successful austerity efforts, 
which turned a fiscal deficit (before debt in- 
terest payments) of 0.9% of 





position parties sought an injunction 
against this measure, but the Supreme 
Court has now ruled against them. 

This formula will adjust pensions ac- 
cording to workers’ age, past contribu- 
tions and life expectancy after retirement. 
Waldeck Ornelas, the social-security min- 
ister, says the formula “stabilises” the defi- 
cit of the National Social Security Institute 
(uss), which covers private-sector g 
workers, at last year’s level—though in 
fact his ministry’s projection shows the 
gap continuing to widen until it reaches 
around 1.3% of Gpr in 2015 (see chart). 

Officials also claim that the funding gap 
for civil-service pensions peaked last year, at 
1.7% of cpp. Mr Ornelas points out that the 
federal government has hired few new 
workers since 1995. The 1998 constitutional 
amendment imposed a minimum retire- 
ment age (60 for men, 55 for women) on civil 
servants for the first time, though this is be- 
ing phased in gradually. Another law, ap- 
proved last month, means that most future 
recruits will get the same, less generous pen- 
sion entitlements as private-sector workers, 

In short, officials say that, rather than 
new laws, what Brazil most needs is to im- 
plement those it already 


Gpr in1997into a surplus of | Shades of grey =e d has. Are they right? Fore- 
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Pension reform has depends on heroic assump- 
been a tortuous and deeply | er servants tions and is fraught with 


unpopular affair, marked 
by prolonged resistance in 
Congress and the courts. 
Now, after a Supreme Court 
judgmenton March 15th, of- 
ficials are at last claiming 
victory. Hopes had_ first 
risen in November 1998 
when Congress, cowed by 
fears of acurrency devalua- 
tion, had amended the con- 
stitution to tighten the pen- 
sion rules, It then passed 
several enabling laws, in- 
cluding one that intro- 
duced a new formula for 
calculating private-sector 
workers’ pensions. The op- 
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uncertainties. The pension 
deficit could indeed fall if, 
for example, growth in priv- 
ate-sector wages (and se 
pension contributions} 
were unexpectedly strong, 
and public-sector pay (and 
so retirement benefits) were 
held steady. 

But some pensions ex- 
perts believe the ministry’s 
assumptions are too op- 
timistic. Francisco de Oli- 
veira of IPEA, a govem- 
ment-linked think-tank, 
argues that the new for- 
mula will merely slow the 
growth of the deficit of the 
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inss, rather than reversing it: He re 
ons that in 2015 the inss deficit will 
21% of Gpr and still rising. Equally, the gor 
ernment’s projections for civil-service p 
sion spending assume, unrealistically, 
real growth in public-sector pay. Mr de Ol 
veira, using different assumptions, calcu 
lates that the federal government pensior 
deficit will continue rising for another 20 
years (see chart). 
There isa third source of worry, Th 
sion schemes run by Brazil’s 27 state govern 
ments and 5,500 municipalities hada com 
bined deficit equal to 2% of cpr last yea 
according to the ministry. Since each of the 
schemes has its own rules, any projections 
are hazardous. 
There are some measures the govern 
ment could take without further laws. ( 
would be to cut evasion and fraud-in th 
inss, which officials reckon is owed 58 bi 
lion reais ($33 billion) in unpaid contrib 
tions and fines for late payment. But many < 
the debts are uncollectable, because the € 
ployers concerned are all but bust. 
If Brazil is indeec. to restore its pension 
systems to balance, further reforms will al- 
most certainly be needed. One measure 
missing from the 1998 constitutional amend- 
ment is a minimum retirement age for pri 
ate-sector workers (this was defeated by one - 
vote). Mr Cardoso has also promised to seek 
another amendmen: from Congress, this 
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one to override a Supreme Court decision 
last September to throw out a law that cut 
the value of civil-service pensions. But the 
government appears unhurried. 

Officials talk, too, of a measure to scrap a 
rule under which all social-security benefits, 
including 1nss pensions, are linked to the 
minimum wage. Congress rejected this dur- 
ing Mr Cardoso’s first term. But it is impor- 
tant. Mr Cardoso was expected to announce 
on March 23rd an increase in the minimum 
wage, perhaps of 14%. That would automati- 
cally increase the social-security deficit by 
some 2.5 billion reais, or 0.2% of GDP. 

Several other Latin American countries, 
led by Chile, have tackled the deficits in their 
pension schemes by forcing or encouraging 
workers into privately run retirement funds, 
whose payouts depend on their investment 
returns. For the state, the saving is enormous 
in the long run, but the cost of switching to 
such a system is large, since less money 
comes intoits coffers to pay current pension- 
ers. Brazil’s fiscal straits, and the size of its 
workforce, make it hard for it to finance a 
transition to a fully private system. Instead, 
officials talk of switching some civil servants 
toa mixed scheme, in which a share of their 
payments would go toa privately run fund. 

That means government efforts to com- 
plete the defusing of the pension time-bomb 
will continue to rely on incremental reform 
aimed at making Brazilians retire later and, if 
they are civil servants, on smaller pensions. It 
is a thankless task, or at least one that will 
earn thanks only from generations unborn. 
= 





Peru 


Cholo challenge 


LIMA 


OLITICAL fairytales are not unknown in 

Peru. In 1990, a university rector called Al- 
berto Fujimori rose from nowhere in the fi- 
nal weeks of a presidential election cam- 
paign to trounce Mario Vargas Llosa, a 
world-famous novelist. Now Mr Fujimori is 
seeking a third term in an election on April 
goth. He has seemed assured of easy victory. 
Yet suddenly he has a serious challenger. 

Recent polls show a leap in support for 
Alejandro Toledo, a centrist economist. An 
opinion poll by one firm, Datum, gives Mr 
Toledo 25.2%, up from 14% in February. An- 
other outfit, Apoyo, has support for Mr To- 
ledo at 22% in Lima (home to a third of the 
electorate), up from 7% in January. 

Mr Toledo has gained at the expense of 
other opposition candidates rather than the 
president, who is, according to both polls, 
out in front, with around 40%. But Mr To- 
ledo’s rise could yet rob Mr Fujimori of out- 
right victory, thus forcing a run-off in June 
whose outcome would be uncertain. 

Unlike Mr Fujimori in 1990, Mr Toledo is 
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The candidate, the princess and some dead meat 


hardly an outsider. He has been a well- 
known political figure for two decades. But 
he has never held high office. And his life 
story is itself something of a fairytale. Born in 
an Andean Indian farming community, he 
was one of 16 children, of whom seven died. 
When the family moved to the coast, he be- 
gan work, aged seven, as a shoe-shine boy. 
He looks and is a cholo, as Peruvians call an 
urbanite of Indian descent. 

After winning a scholarship to a second- 
ary school, however, Mr Toledo studied at 
Stanford University, in California. There he 
met, and later married, Eliane Karp, a Belgian 
anthropologist (now a banker), who speaks 
Quechua, Peru’s main indigenous language 
and has been campaigning with her hus- 
band. Although most Peruvians have noten- 
joyed anything like Mr Toledo’s success, mil- 
lions can identify with it. “He’s the cholo 
who got himself a princess,” says Manuel 
Torrado, of Datum. 

Mr Toledo, who has worked for the 
World Bank, professes support for Mr Fuji- 
mori’s broadly liberal economics, but with 
populist touches. He promises wage rises, 
cheap housing and jobs. And he is not above 
playing on racial prejudices. “It’s our turn 
now,” he tells campaign rallies. “The cholo to 
the presidential chair, the chino to Japan,” 
his supporters chant back, referring to Fuji- 
mori’s Japanese ancestry. 

If Mr Fujimori is still ahead in his bid for 
a (constitutionally dubious) third term, it is 
only in part because in the early 1990s he 
beat inflation and terrorist violence, and has 
built schools, clinics and roads. It is also, say 
several groups of foreign observers, because 
the campaign has been less than fair. 

Mr Fujimori’s autocratic regime has deci- 
sive influence over what is broadcast by all 
free television stations. This year, unprece- 
dentedly, they have refused to accept paid 
advertising by opposition candidates. Mr 
Fujimori’s opponents are the target of media 
smear campaigns, widely believed to be or- 
chestrated by Vladimiro Montesinos, the 
president’s shadowy intelligence chief. Mr 


Toledo, for example, has been 
linked to a pyramid savings 
scandal, and is alleged to have 
abandoned an illegitimate 
daughter. He denies both of 
these stories. 

There are other reasons to 
worry about the hygiene of the 
election. Two congressional 
candidates for one of the par- 
ties backing Mr Fujimori re- 
signed this month, after they 
had been found to have been 
involved in an elaborate 
scheme to forge more than a 
million signatures to register 
their party for theelection. The 
electoral board has annulled 
the party’s recognition. 

The board has also sus- 
pended the official in charge of the election 
in Arequipa, Peru’s second city. Witnesses 
had identified him as the man in charge of 
“quality control” in the forgery scheme. This 
official’s involvement in the scandal “casts a 
shadow of doubt over the body responsible 
for receiving all votes,” says Eduardo Stein, 
who is watching the election for the Orga- 
nisation of American States. 

Mr Stein wants the government to guar- 
antee a fair election. But so far, the main re- 
sponse has been an effort to muzzle El 
Comercio, Peru’s most respected newspa- 
per, which broke the forgery story. Its editor 
accused the regime of trying to induce a 
shareholder coup against him. A deplorable 
mistake by “yes men”, said Mr Fujimori. 

Peru's electorate is notoriously unpre- 
dictable, and especially so since the coun- 
try’s traditional political parties have shriv- 
elled to almost nothing. In this election, 
unlike the past two, Mr Fujimori inspires lit- 
tle enthusiasm among voters, but neither, 
until now, has a divided opposition. Mr To- 
ledo could yet pull off a fairytale upset of his 
own. Even if he does not, and Mr Fujimori 
wins a third term, the president's victory this 
time will seem hollower than in the past. 

— s 





Argentina 
Belaboured 


BUENOS AIRES 


AST time Argentina had a president from 
the Radical Party, in the 1980s, his govern- 
ment was fatally weakened by confronta- 
tion with the country’s trade unions, which 
staged 13 general strikes. Those bitter memo- 
ries may explain why Fernando de la Rua, 
Argentina’s new Radical president, has hur- 
ried to push through plans to reform his 
country’s labour market—but also why, in 
doingso, he has shied away from a frontal as- 

sault on the union leadership. 
Mr de la Rua’s bill is modest enough: it 
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aims to bring more workers into formal em- 
ployment, help companies by cutting their 
costs and perhaps, slyly, to encourage the 
unions to modernise. And the unions, 
traditionally close to the opposition Peronist 
movement, are no longer the force they once 
were. Buteven so, they foughtoffa similar re- 
form bill proposed by Carlos Menem, Mr de 
la Rua’s Peronist predecessor. 

This time reform is likely to be approved, 
despite foot-dragging in the Senate, where 
the Peronists have a majority, and disquiet 
among some of Mr de la Rua’s own suppor- 
ters. The bill has already gone through the 
lower house. 

The bill makes several changes to collec- 
tive bargaining and workers’ rights. It would 
scrap a provision under which failure to 
agree on a new collective contract results in 
the automatic extension of the existing 
agreement (some such agreements date from 
1975). It would also allow bargaining at the 
company level, rather than binding employ- 
ers to national agreements. Another change 
would extend the trial period during which 
new workers can be laid off without sever- 
ance pay from one month to six, or up to a 
year for small businesses. Employers would 
also benefit from lower payroll taxes than in 
the past for those workers offered new per- 
manent contracts. 

None of this may do much to cut an un- 
employment rate of 13.8%. Nevertheless, the 
bill is “the most important modification to 
collective bargaining since the 1950s”, ac- 
cording to Ernesto Kritz, a labour specialist 
who is one of its authors. 

Thatclaim seems overblown, mainly be- 
cause the reforms will affect only a minority 
of Argentine workers. A third of the labour 
force work in the public sector, or in other ar- 
eas covered by separate labour laws, such as 
new and privatised companies. Perhaps an- 
other third are self-employed. And two in 
five of the remaining third work for cash, 
outside the legal system, according to Al- 
fredo Monza, an economist at the national 
statistics institute. 

Despite, or probably because of, the rigid 
labour laws and high payroll taxes, most Ar- 
gentines thus work under flexible contracts, 
or none, Even in many formal-sector busi- 
nesses, the proposed changes would merely 
recognise the status quo. In some industries, 
the unions have been persuaded to negoti- 
ate cuts in salary and benefits in return for 
payoffs to maintain their own revenue. One 
example is the electricity workers’ union, 
which received a bonus equivalent to 14% of 
its members’ payroll for accepting a deal 
weakening previous agreements. 

So why the fuss? First, because the new 
measures give the flexible reality of labour 
relations the force of law, and will accord- 
ingly be welcomed by many businesses and 
the ımF. Moreover, many small businesses 
are still bound by old-style labour agree- 
ments, according to Daniel Funes of the Ar- 
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gentine Industrial Union, an employers’ 
lobby group. However, the new law lays 
down lengthy negotiation and arbitration 
periods, meaning it will take at least three 
years to renegotiate existing agreements, 
says Mr Funes. 

Perhaps the bill’s biggest failing lies in 
what it does not reform: the corrupt and un- 
representative union organisations, and 
their legally protected welfare schemes, 
which in practice act as slush funds for their 
leaders. No wonder: Mr de la Rua has cut a 
deal with the most retrograde among the un- 
ion leaders, under which they will retain the 
perks of office in return for backing the la- 
bour bill. That has prompted a split in the 
main union movement. 

Nor will the proposed reform be enough 
by itself to make Argentina’s ailing industry 
competitive abroad, as even Mr Kritz con- 
cedes. That will require other measures, such 
as cutting tariffs charged by Argentina's pri- 
vatised public-service monopolies, and re- 
forming a burdensome tax system. Com- 
pared with those tasks, confronting the 
unions starts to look much easier. 


Canada 


Tussle at the top 


OTTAWA 





OR months, Jean Chrétien, Canada’s 
prime minister since 1993, has been telling 
anyone who asks that he intends to lead the 
Liberal Party into the next general election. 
He has said he will call the election before 
June 2001, and he hopes it will give him a 
third successive majority government. He re- 
peated that message at every opportunity 
during the Liberal convention in Ottawa last 
week. Any doubts about his leadership, he 
insisted, were ended by a pledge of loyalty 
made to the convention by Paul Martin, the 
finance minister and his chief potential rival. 
Yet in fact,come the election, itis likely to 

be Mr Martin, not Mr Chrétien, who leads 





the Liberals. Mr Martin has been an effective, 
and fortunate, minister, presiding over a 
seven-year boom that has allowed him to 
turn a C$4z billion ($25 billion) fiscal deficit 
into a handsome surplus, making room for 
tax cuts as well as extra spending in last 
month’s budget. His supporters whisper 
that if their man does not soon inherit the 
leadership, he will seek preferment to the in- 
ternational great and good (he already chairs 
the Group of 20, a collection of finance min- 
isters who. discuss the state of the world). 
Many Liberals would regret his departure. 

But neither can Mr Martin afford toseem 
too eager. After a score of Martinist members 
of Parliament were found to have been clos- 
eted with the finance minister's senior staff 
at a Toronto airport hotel, Mr Chrétien hit 
back at the dissidents, hinting during the 
convention that he might not sign their 
nomination papers as election candidates. 
The prime minister, who has the political in- 
stincts of a streetfighter, dominated the con- 
vention’s agenda. But his rival recovered: Mr 
Martin got the loudest applause at the con- 
vention, and his supporters secured a major- 
ity on the party’s national executive. 

Ironically, the Liberal leadership tussle 
may be determined by what happens in the 
official opposition, the right-wing Reform 
Party. In a ballot whose result is due on 
March 25th, its 73,000 members are expected 
to have voted by the necessary two-thirds 
majority to dissolve their party into a 
broader outfit, to be called the Canadian Re- 
form Conservative Alliance. If so, the new 
party will choose its leader in June. Preston 
Manning, Reform’s current leader, faces a 
stiff fight against Stockwell Day, the finance 
chief in Alberta’s provincial government. 

Mr Manning, who is often (unfairly) 
viewed as a homespun westerner, lost badly 
to the Liberals in Ontario, Canada’s most 
populous province, with 103 seats in the fed- 
eral Parliament. Ontario's Liberal mes make 
up two-thirds of the party’s total parliamen- 
tary strength. Should they face an invigo- 
rated opposition led by Mr Day, they can be 
expected to look for help to Mr Martin. He 
was born in southern On- 
tario. At the convention, he 
made an effective attack on 
Mr Day’s flat-tax scheme. 
And whereas Mr Chrétien is 
now 66, Mr Martin, at 61, is 
closer in age to Mr Day, an 
athletic 49. 

Liberal rivalries may 
now subside, but only until 
Mr Chrétien has presided 
over Canada Day celebra- 
tions in July. After that, calls 
for his retirement are likely 
to swell once again. For its 
leaders, at least, the stately 
pace of Canadian political 
life seems set to accelerate. 
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INTERNATIONAL 


A pope for all peoples 


JERUSALEM 


Pope John Paul carried separate messages to the Holy Land for his troubled 
Jewish, Muslim and Christian listeners, and most were glad to hear them 


S HIS jubilee-year pilgrimage to the Holy 
and entered the weekend, Pope John 

Paul seemed to be steering with remarkable 
success through the shoals and hazards of 
local sensitivities. To the Israelis he offered 
the protocular courtesies that the Vatican 
had withheld from the Jewish state for so 
long, as well as historical sorrow over the Ho- 
locaust. To the Palestinians he brought warm 
public support for their political as- 


lages destroyed when Israel was established 
in 1948 to the preservation of Palestinian 
folklore. The pontiff also heard a ferocious 
speech about the refugees’ right to return to 
their homes in what is now Israel. He used 
his years of experience to dodge that mine- 
field. “Only a resolute effort by leaders and 
the world can remove the causes of your 
present situation,” he said. 


estinian officials. And for Israel’s prime min- 
ister, Ehud Barak, the pope’s advent helped 
stave off yet another coalition crisis. 

Beyond politics, and beyond the minute 
textual exegesis of all the pope’s diplomatic 
statements, many Israelis found themselves 
moved by the deeper drama attached to this 
visit. The pope himself pointed to this aspect 
when he noted in his arrival speech that 
“many things have changed in relations be- 
tween the Holy See ard the state of Israel 
since my predecessor, Pope Paul vi, came 
here in 1964.” The memory of Pope Paul’s 
cold and stiff 12-hour visit still rankles as a 
national humiliation. Tae pontiff, true to the 
Catholic church’s theological as well as po- 
litical opposition to the revival of Jewish 
sovereignty in the Holy Land, took care not 
to let the very word Israel pass his lips. 

All that is gone, Pope John Paul was say- 
ing. In part, no doubt, the change re- 





pirations and demonstrative sympa- | 
thy for the unending misery of the ref- | 
ugees. To the Christian community, a 
dwindling minority on both sides of 
the political divide, the pope brought 
words of faith and encouragement. 
There were one or two critics but 
the bulk of reactions were favourable. 
Israeli ministers swelled with pride as 
the 79-year-old pontiff, arriving on 
March 21st, made his slow way past the 
guard of honour and hailed their presi- 
dent, Ezer Weizman, as “a man of 
peace”. And most stayed smiling the 
next day when the pope, in Bethlehem, 
reaffirmed that the Palestinians “have 
a natural right to a homeland”. When 
he acknowledged that their “torment 
has gone on too long”, Yasser Arafat 
and his lieutenants visibly glowed. 
Away from such earthly matters, 
the pope led a mass beside Bethle- 
hem’s Basilica of the Nativity. Here his 
message was to Palestinian Christians, 
whom he urged to preserve their “pres- 
ence and heritage in the very place 
where the saviour was born”. It was a 
homily with a warning. Palestinian 
Christians (of whom about 40% are 
Roman Catholic) number about 
180,000, or less than 2% of the popula- 
tion of Israel and the occupied territo- 
ries. Athis closing “amen”, the Muslim call to 
prayer emanated from  Bethlehem’s 
mosques. Illustrating inter-faith tolerance, 
the pope waited patiently for it to end, as the 
imams had waited for him. 
He rounded off his day with the Palestin- 
ans at a nearby refugee camp. The pope- 
bile drove by floats celebrating different 
‘ets of Palestinian history, from the vil- 
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An olive branch from church to synagogue 


Any contribution to peacemaking could 
hardly have come at a better time. President 
Bill Clinton is to meet President Hafez Assad 
of Syria in Geneva on March 26th, presum- 
ably because back-channel contacts be- 
tween Israel and Syria have reached a point 
where his personal intervention could 
clinch a deal. On March 21st, new talks began 
near Washington between Israeli and Pal- 





flects the cynical fact that the Curia, 
ancient master of realpolitik, has at last 
recognised regional realities and has 
shifted its position accordingly. The 
Vatican established diplomatic rela- 
tions with Israel in December 1993, 
after the Israeli-Palestinian peace pro- 
cess was launched. The issue of Jerusa- 
lem was on the negotiating agenda, 
and the Holy See was determined to 
press its interests in the city. 

But John Paul’s comportment in 
the Jewish state seemed to signify 
more than just an expedient accom- 
modation. To Jews, it was as though 
Christianity, with its two millennia of 
borrowed vocabulary—tsrael, Zion, Je- 
rusalem, and so forth—was confront- 
ing the fact that those words are nolon- 
ger spiritual metaphors alone but have 
reacquired a separate political, geo- 
graphical (perhaps even religious) real- 
ity. This does not imply a revision of 
core Christian doctrine. But it does 
mean a departure from the doctrinal 
antagonism that historically imbued 
the Catholic church in its attitude to 
the Jews and Judaism. 

The move away from prejudice 
was begun 40 years ago by Pope John 
xxi. The current pilgrimage, crown- 
inga pontificate rich in acts of concilia- 
tion, is being hailed in Israel as the culmina- 
tion of that process. “We welcome one who 
saw fit to express remorse in the name of the 
Catholic church for the terrible deeds com- 
mitted against the Jewish people during the 
course of the past 2,000 years,” Israel’s chief 
rabbi declared. In 1964, the then-chief rabbi 
refused to meet or greet the pope at all. 

= m 
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Palestinians look t 





GAZA 


HE contrast is stark, say Palestinians. 

They have longco-operated with the Is- 
raelis, whereas the Lebanese have been 
fighting them. Yet Israel is soon to end its 
occupation of Lebanon, while the Palestin- 
ians still struggle to. get back as much as 
they can of their land. Perhaps, think some, 
warring is better than jawing. 

For the past seven years, Yasser Arafat, 
has been battling to regain Palestinian 
lands through negotiations with Israel and 
diplomatic ties to the West. He has won 
limited autonomy in most of Gaza and dis- 
connected parcels of the West Bank. But he 
has not secured Israel's willingness to with- 
draw to its pre-1967 borders, to counte- 
nance shared sovereignty in Jerusalem, or 
to accept the return of Palestinian refugees. 


fo 


Uganda 


KANUNGU 


HARRED bodies lay twisted on the floor 

of the makeshift church. Several were 
curled towards the wall as if trying to escape. 
The blackened form of a baby lay outside, 
» where it had been dragged by a dog. Many 
were reduced to ash. At least 330 people, in- 
cluding 78 children, are known. to have died 
in an explosion followed by. a fire at the 
headquarters of a sect called the Restoration 
of the Ten Commandments of God, near Ka- 
~ Nungu in western Uganda. 
The police are treating the case cau- 
< tiously, both as mass suicide and as possible 
murder. All 235 members of the little com- 
munity died in the blaze, asdid an unknown 
number from other branches of the sect who 
had been bused into Kanungu. It'seems that 
= they all went into the church willingly, 
believing that they were entering an ark 
that would save them from some catas- 
trophe, and take them directly to heaven. 
They appear to have locked themselves 
in, nailing shut doors and windows. 

The exact number of dead will never 
be known, say the police. They believe it 
could reach between 400.and 500 people. 
Six bodies were also found. at the bottom 
of a pit latrine in the church compound. 
The police speculate that these could be 
the corpses of cult members who were 
murdered, perhaps after threatening to 
expose their leaders’ plan. The leaders 
themselves are thought, but not definitely 
known, to have perished in the fire. 
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o Lebanon's example 


Hizbullah, the Lebanese resistance 
force, has not said a word to Israel. But its 
actions will have forced the Israeli army 
out of south Lebanon by July. Moreover, 
should negotiations soon resume with 
Syria, it will have helped to oust Israeli sol- 
diers and settlers from the Golan Heights. 
“This is why we identify with Hizbullah,” 
says a Gazan. “It doesn’t talk. It does.” 

Lastmonth, Palestinian students at the 
West Bank's Bir Zeit University reacted an- 
grily, even throwing stones, when France’s 
prime minister, Lionel Jospin, talked of 
Hizbullah’s “terrorism” in south Lebanon. 
When Mr Arafat ordered his security 
forces to round up the student ringleaders, 
other universities took to the streets. Mr 
Arafat quickly saw the way the wind was 


A better world, they were told 


The death of more than 400 members of a Ugandan religious sect is still a 
largely unexplained tragedy. Was it mass suicide, or murder? 


Since January, the cult’s main leader, Jo- 
seph Kibwitere, had been warning his fol- 
lowers that Jesus had told him that the end 
of the world was near, that a new world 
would be created and a new generation born 
who would not know sorrow. One of his 
flock had told her family that she would en- 
ter heaven on March 17th, the day they all 
died. In the preceding week, the group sold 
off their possessions at low prices. A few 
days before their death they threw a party, 
decorating their compound with banana 
fronds, Then the group gathered in the 
church, burst into song, and the building ex- 
ploded in flame. 














blowing and released the students. | 
More ominously, Hizbullah’s example | 
could be promptinga revival of “the armed | 
struggle” by Mr Arafat’s main rival, the Is- 

lamist movement, Hamas. For some time, 

Hamas militants have been kept quiet by 
the combined efforts of the Israeli and Pal- | 
estinian intelligence services. But earlier | 
this month the Israeli police killed four | 
members of a Hamas cell inside an Israeli | 
town, Taiba. They were apparently plan- | 
ning to kill Israeli soldiers inside Israel. | 
Hamas political leaders in Gaza agree | 
that the targets of the Taiba cell were Israeli | 
soldiers. They maintain that armed actions | 
against Israel remain a “constant” of Ha- | 
mas policy so longas Israel’s occupation of | 
the West Bank and Gaza continues. But | 
they admit, quietly, that the timing of their | 
military actions is at least partly governed | 
by the attitude of other Palestinians to- | 
wards Hamas—and violence. | 
X 





The tragedy has shocked and puzzled 
the country and its government. Mass sui- 
cide is unheard of in Africa. Nor did the mil- 
lennium spawn African doomsday cults. Yet 
religious sects, some international, others 
home-grown, abound in Uganda, as else- 
where in Africa, Most draw their inspiration 
from the Bible, interpreting it in an intense 
and literal way. Many of them mix Chris- 
tianity with traditional African spirituality, 
which draws little distinction between the 
physical and spirit worlds—human affairs 
are seen to be at the whim of supernatural 
powers. Some are purely traditional. 

A few sects are outright frauds, led by 
charismatic preachers who promise to cure 
aips or make people rich overnight if they 
give money to the church. In the past year, 
the Ugandan government has closed down 
two sects either because of under-age sex or 
because government officials had joined 
and were considered a security risk. 

The Restoration of the Ten Command- 
ments, however, was based in the relatively 
well-off, pro-government, district of Ruk- 
ungiri, and was not under investigation. 
The group registered as a non-govern- 
mental organisation in the early 1990s, 
saying its aim was “to spread the word 
of Jesus”. Mr Kibwitere was a former 
Roman Catholic who taught the cate- 
chism; two. of his assistants were also 
ex-Catholic preachers and many mem- 
bers were former Catholics. The sect 
drew strongly on Catholic imagery. 

The group had built a thriving com- 
munity at Kanungu, including banana . 
plantations, a school and dormitories. : 
Local people said members were po- 
lite and caused no problems, but wer 
forbidden to talk much to non-mer 
bers and were strictly disciplined. 
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Senegal 


Victory for 
democracy 


DAKAR 


eo WADE first knocked on the 
door of Senegal’s presidential palace in 
1978; he has been banging and kicking at it 
ever since. Twice, he tried the side door, ac- 
cepting ministerial jobs in coalition govern- 
ments, but he always got out in time to run 
against the incumbent, Abdou Diouf, in 
presidential elections. Now, aged 74, he has 
achieved his dream. 

Almost 60% of the voters chose Mr Wade 
in the run-off for the presidency on March 
19th. He now has to transform himself from 
fierce critic to wise policymaker. The truth is 
that, in concentrating so hard on Mr Diouf’s 
failings, he gave little indication of what he 
would do if he won. When he was asked re- 
cently how he would change Senegal, he 
chose instead to explain how Mr Diouf had 
rigged every election since 1983. He made few 
election promises beyond probity, hard 
work and the involvement of the young in 
reconstruction. Since his victory, he has 
promised to democratise Senegal by cutting 
presidential terms from seven to five years, 
and fixing a maximum of two. 

The demand for change had become un- 
stoppable. Mr Wade's victory got an ecstatic 
welcome, particularly from the young of Da- 
kar, who have been zooming around the 
capital, blaring horns, shouting and waving 
banners. They demand sopi (the Wolof word 
for change), which, for them, means jobs. 
Unemployment, even among well-qualified 
school-leavers, is unacceptably high. 

Sensing the mood, Mr Diouf had 
adopted change as his election slogan. But he 
was unable to convince the voters that, after 
40 years in power, his party could either 
change itself or deliver change to others. His 
government was inefficient and increasingly 
corrupt, the overweight civil service stuffed 
with party hacks. Making matters worse, Mr 
Diouf lost the support of the Mourides, an Is- 
lamic Sufi sect which is powerful in Senegal, 
and whose leaders used to order their fol- 
lowers to vote for him. It was no surprise that 
Mr Wade's first post-election trip was to visit 
the head of the Mourides. 

But the new president will need more 
than divine help if he is to bring his suppor- 
ters what they want. Although Senegal’s 
economy is growing at around 5% a year, the 
benefits have not yet trickled down to the 
poor. Mr Wade must also deal with a rebel- 
lion in the southern province of Casamance, 
where a fragmented separatist movement 
makes armed attacks periodically and ties 
down much of the army. 

Mr Wade, who has spent much time re- 
cently out of the country, may leave day-to- 
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day business to Mustafa Niasse. Mr Niasse 
stood in the first round of the election, but 
urged his supporters to back Mr Wade in the 
run-off, and will probably be rewarded with 
the prime ministership. The two may have a 
bit of difficulty working together. Both were 
once members of Mr Diouf’s Socialist Party, 
but the new president is said to be a free mar- 
keteer, whereas Mr Niasse is an avowed so- 
cialist. Such ideological niceties will feed the 
Senegalese appetite for intellectual debate. 
In fact, the country’s economy still depends 
largely on the weather, and on the world 
price for groundnuts and fish. 

Whatever happens next, the election it- 
self was a triumph. Although officially a 
multi-party democracy, Senegal has often 
been described as a quasi-democracy: no 
election since independence in 1960 had ever 
resulted in a change of government. Frustra- 
tion had grown so deep that, had Mr Diouf 
won, allegations of fraud would have fol- 
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Wade's day of glory, at long last 


lowed and with them, almost certainly, vio- 
lence. When he gracefully conceded defeat 
on March 20th, Mr Diouf became only the 
third elected African head of government to 
do so in four decades. That, by itself, is a vic- 
tory for African democracy. 
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Bilharzia’s deadly shots 


CAIRO 


HIRTY years ago, three out of five 

Egyptians suffered from bilharzia, a 
debilitating disease caused by parasites 
carried by water-snails. Modern drugs 
and determination have radically re- 
duced that ancient plague. This would be 
a triumph for Egypt’s public health, ex- 
cept that one of its early anti-bilharzia 
campaigns now appears to have exposed 
millions of people to hepatitis-c, a poten- 
tially deadly virus that may replace bil- 
harzia as Egypt's leading health problem. 

Between 1961 and 1986, nearly 5m 
Egyptians were given multiple injections 
of tartar emetic, then considered the 
cheapest and safest remedy for bilharzia. 
At that time, needles were routinely re- 
used, and rarely sterilised properly. Little 
was then known of the dangers. Scientists 
did not even identify the blood-borne 
hepatitis-c virus (HCv) until 1988. 

Soon after that discovery, Egyptian 















| The tragic match 
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doctors began noticing unusually large 
numbers of mcv patients. Subsequent 
surveys revealed that the country had the 
highest toll of hepatitis-c in the world. 
One Egyptian in six, or some 11m people, 
are thought to carry the disease. 

Research just published in a British 
medical journal, the Lencet,explains why. 
The study shows a near-perfect match be- 
tween the age and location of Egyptians 
who received the anti-bilharzia injections 
and the incidence of hepatitis-c. In rural 
areas of the Nile delta, for example, over 
half of asample aged 40-50 tested positive 
for cv antibodies. This tallied with the 
particular intensity of the anti-bilharzia 
campaign in that region, at just the time 
when this age group was likely to have 
been given treatment. The researchers 
conclude that the 25-year anti-bilharzia 
campaign represents the greatest single 
transmission of a viral disease by doctors 
known to date. 

Unlike other forms of hepatitis, HCV 
cannot be immunised against or, as yet, 
treated efficiently orcheaply. It may linger 
with few signs for up to 30 years, but in 
70% of cases it develops into chronic liver 
disease, and in 5% it proves fatal. Already, 
Egyptian hospitals are witnessing a steep 
rise in cases of liver cancer. This, says one 
of the authors of the Lancet study, repre- 
sents only the foot of an approaching 
curve: “For middle-aged people in the 
Egyptian countryside, HCV is going to re- 
duce life expectancy considerably.” The 
one consolation is that, without the mass 
campaigns, many more people would 
have been killed by bilharzia. 
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Mailroom got your head in a spin? 
Try this quick quiz. 


What seems to be the problem? 


Employee retention 
Late mail 

Missing mail 

Retrieval problems 
Employee recruitment 
Knowledge 

Skills 

Equipment 

Budget blowout 


CO O.6°0..0 6 :0.0' e"0 


Forecast cost increases 


Space 

Mailroom management 
Contingency planning 
Data storage 
Information 

Others (please state) 


DO 0 6 po 


2 


Tick any of the boxes? Head still spinning? Ask for 
Mailroom Solutions™ now for a free consultation and 
report. We've got the cure. 
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Australia 02 9319 8714 * Hong Kong 2331 2663 + India 080 299 8188 « Japan 03 5445 1302 © Malaysia 03 4022 3282 
* New Zealand 09 255 0549 © Philippines 02 551 0918 « Singapore 789 2337 © Taiwan 02 2791 8277 » Thailand 02 249 0242 
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A Russian coronation 
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even dared to speak out against thew. 
Chechnya, which he eriginally suppo 
He is in trouble with the authorities for hav 
ing campaigned on the territory of a militar 
base, an infringement that evidently does 
not apply to acting presidents handing out 
medals or attending funerals. 
The other self-professed Jiberal cat 
date is the governor of Samara, Konst 
Titov. He has been abandoned by his allie: 
from the Union of Right- Wing Forces. Thi: 
free-market, pro-western party; which did 
better than expected in the December par 
liamentary elections, now looks split. So 
of its leading lights, like a former privati 
tion chief, Anatoly Chubais, and Yegor Gai 
dar, a free-market former prime minister, ar 
keen supporters of Mr Putin’s. A few nc 


-- ples,such as Boris Nemisov and Irina ‘Kha 


i mada, have switched to Mr Yavlinsk 


ers are queasy, but support Mr P 

tactical grounds, Mr Titov looks set to ge %. 
One. new. feature of the ¢ 

been an attempt by some Mosc I 

tuals to. encourage a vote “against all”, 

majority opts for this odd feature of tl : 

sian ballot paper, the poll becomes in 

So far, “against all” seems to be unni 


© fourth place, with around 4%, 


A lacklustre presidential campaign matches Russia’s withered democracy. 
p 


Challenged mainly by an uninspiring Communist, Gennady Zyuganov, 


President-in-waiting Vladimir Putin looks unbothered 


T HAS not been much of a contest, Only 
the scale of the victory is in doubt. The 
front-runner for the past six months, Acting 
President Vladimir Putin, has produced no 
detailed manifesto or campaign material, 
and declines to debate with other candi- 
dates. His most serious opponents were 
crushed in the parliamentary elections three 
months ago. The rest, mostly marooned in 
the low single figures, have ideas aplenty, but 
scant chance of getting them across to the 
electorate. The issue that most excites outsid- 
ers, Chechnya’s war, barely rates a mention. 
Many of Mr Putin’s official duties in past 
weeks, however, look very like campaigning. 
He thas been touring the provinces, having 
lots of carefully staged impromptu meetings 
with “ordinary Russians”, issuing popular 
ecrees (raising teachers’ wages by 20%, for 
stance) and outlining his ideas for the fu- 
re. These include banning food imports, 
tering the military-industrial complex, 
ving independent-minded regions un- 
ntrol, and cutting over-important, 
lly connected tycoons—the “oli- 
own to size (see page 64). 
of Russia’s television channels 
this with drooling appreciation, 
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while ignoring the other ten candidates. Fora 
trip to the troops in Chechnya, Mr Putin ar- 
rived in a fighter jet. This, he said, saved the 


taxpayer money. Healso happened toletslip 


shyly that for part of the way he had flown 


the plane himself. “I had a feeling very close. 


to ecstasy,” he confessed. This week healso 


urged voters to give him at least 50% of the’ 


ballot: a second round, he argued, would 
waste $35m better spent on pensions. 


Mr Putin’s main opponent is the peren- 


nial Communist loser, Gennady Zyuganov. 
His party still has a strong organisation and 


some loyal governors. With a better leader 


and a fair share of airtime, the Communists 
could gain more than their customary 25%. 
But Mr Zyuganov’s grey personality and 
hoary simplicities turn off many voters. 
Conveniently for Mr Putin, two fringe leftist 
candidates also siphon off some Commu- 
nist support. Even if the election does go toa 
second round in two weeks’ time, Mr Zyuga- 
nov looks set to be trounced, even more 
soundly than he was by Mr Yeltsin in 1996. 
Other candidates look even less signifi- 
cant. Grigory Yavlinsky, the liberal-minded 
leader of Yabloko, the main centre-left party, 
has fought an energetic campaign. He has 











of Vladimir Zhirinovsky; the far-right 

list xenophobe who heads the oddly-r 
Liberal. Democrats. Supporters of | th 
“against all” campaign are calling for a boy 
cott of any western consumer-goods com 
pany which advertises.on the pro-Putin tele 
vision channels. 

The only thing that might still spo th 
script is the war: Mr Putin’s support ha 
dropped by about a quarter from its peal 
perhaps because most Russians now favou 
a negotiated settlement Russian war casua 
ties-are still high, and-a two-week-old 
for Komsomolskoye,.a ruined village 
Russian forces claimedto have takenin ada 
but have yet to subdus, has punched hole 
in the sunny official picture: So has a ri 
of a Chechen light aircraft discovered 
Grozny, which has supposedly been unde: 
complete Russian control for a month. Ru 
sian officials constantly ‘give: warning o 
planned terrorist outrages by Chechens. 
The most significant feature of the e 
tion is not the all-but-certain result bu 
comprehensive way in which the Kre 
has managed to control the campaign. 
happens, Mr Putin has no real oppon 
Even if he did, the governments grip on 
media, combined with a harshly an 
trarily interpreted eleccion law, means that 
would have been hard for anyone else to 
havea fair crack at theprize. 
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WARSAW 


HE Polish president, Aleksander Kwas- 

niewski, holds his country’s sex life in 
his hands. He must decide this week 
whether or not to sign legislation, already 
passed by both houses of parliament, that 
bans all pornography from Poland. 

It is a tough decision to take in an elec- 
tion year. Sign the law, and Mr Kwasniew- 
ski risks giving sustenance to religious zeal- 
ots. Veto it, and his conservative opponents 
in November's presidential election will 
depict him as soft on smut. The president 
will probably sign, grudgingly. “Mature 
people should behave according to their 
own conscience,” he says, defending the 
right of people to watch skin-flicks—which 
he himself dislikes, he says. 

The proposed law will ban the sale of 
pornographic video tapes and magazines, 
though it will still allow shops to sell hard- 
ware like vibrators. People selling soft pom 
will face two years in prison; peddlers of 
hard porn, including bestiality and sado- 
masochism, will face five. 

Parliament has left the tricky decision 





Poles against pornography 


on what exactly constitutes pornography 
to the courts. Soft-porn magazines, such as 
the Polish Playboy (far tamer even than its 
western editions), fear that they will be 
shut down by conservative judges, and 
that appeals will be blocked by the coun- 
try’s slow-moving judicial system. Poland’s 
Roman Catholic stance on sexual matters 
has meant that its newspapers and broad- 
casting are far more chaste than those in 
Germany, where soft porn is standard eve- 
ning television fare, or in the Czech Repub- 
lic, where buxom weather girls think noth- 
ing of giving the forecast stark naked. 

Opponents of the law, who are surpris- 
ingly few outside the sex industry, say that 
illiberal judges could ban any art or litera- 
ture they personally found pornographic. 
The ban, some political observers say, 
might also spur conservative Catholics, 
perhaps a fifth of the electorate, to push for 
American-style Christian politics. 

If so, that would probably be a turn 
that most Poles would resist. A polling 
agency, oBop, finds that 78% of Poles think 




















Too naughty for Poles? 


adults should have the right to “watch na- 
ked girls in film or in pictures”; 56% had no 
objections to the sale of soft porn. Anway, 
stamping out pornography in these wired 
timesis tricky: foreign Internet servers now 
have Polish-language sites. 











European Court of Justice 


Eventually supreme? 


LUXEMBOURG 


The European Court of Justice is gradually gaining powers 





Y TUCKING the Euro- 
pean Court of Justice 
away in the dull little duchy 


mus 
Bench pressed 
European Court of Justice’s: 


"| work. The logic of their ar- 
guments points towards 
making the Court of Justice 





of Luxembourg, far from 
the hurly-burly of Brussels, 
the founders of the Euro- 
pean Union ensured that 
few people except lawyers 
and litigants would take 
much interest in it. But 
among the Union’s institu- 
tions, it is at least the equal - 





End 1992 


outstanding cases*, ‘000 


End 1998 


something closer to the 


| American Supreme Court, 
15 the master of European law 

as much as the servant of it. 
2 The court, the commis- 
as sion and most govern- 


ments agree that some re- 
form is needed. The court is 





tottering under a growing 





of the European Commis- 
sion or the European Parlia- 
ment. It elaborates and en- 
forces a code of European 
law that has grown in scope 
with each new Union 
treaty, and that overrules 


ian 





average time taken to rule 
int of law referred by 
a national court, months 





caseload (see chart). So is its 
offshoot, the Court of First 





25 Instance, added in 1989 to 
20 hear cases brought by firms 
5 and individuals, many of 

them commercial. The 


Court of Justice has been 











the national laws of each A left since then with the loft- 
and every £u country. 1983 90 a7 ier tussles among govern- 
Now the court is asking eding onoi Aimane | ments and eu institutions, 





governments, politely but 
firmly, to change its rules. It needs more 
“flexibility”, it says, to cope with a growing 
workload. Undoubtedly it does. But the 
judges also seem to have in mind achange in 
the quality, as well as the quantity, of their 
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and with appeals. 

Ten years on, even this caseload is be- 
coming too much: and it will continue to 
grow. The eu’s new Amsterdam treaty has 
given the court some jurisdiction in matters 
of asylum, immigration and visas. The court 


will range much further into the territory of 
its unrelated neighbour, the European Court 
of Human Rights in Strasbourg, if Eu govem- 
ments ever give legal force to a “charter on 
fundamental rights” that an ad hoc commit- 
tee is drafting this year. And its remit will ex- 
pand in geographic terms as the eu admits 
new countries in the decade ahead. 

The European Commission, speaking as 
“guardian” of the eu treaties, says the judges 
need more time to concentrate on cases of 
“fundamental importance”. It is suggesting 
various ways of doing this, and hoping that 
governments will make the changes needed 
to EU treaties in the course of a constitutional 
conference this year. The commission thinks 
national courts could do much to help. The 
Court of Justice spends less than halfits time 
hearing cases brought before it directly. It 
spends the rest on cases being heard before 
national courts. When a case in a national 
court involves a point of European law, the 
local judge can—and often does—ask the 
Court of Justice to make a ruling on the point 
in question. 

National judges should resolve more of 
these things for themselves, says the com- 
mission: they are judges of European la 
too. It suggests a new treaty clause sayi 
that “courts and tribunals of the mem 
states shall rule on questions of comm 
law which they encounter in exercise o; 
national jurisdiction”. Referrals to th 
of Justice would become the exce 
serious and difficult matters. 

A second big change, propo 
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commission and supported by the court, 
would be the creation of new tribunals for 
special categories of cases: one for the many 
cases brought against the European institu- 
tions by their employees, for example, an- 
other for cases involving intellectual prop- 
erty. Any appeals would go to the Court of 
First Instance. 

These and other changes would reduce 
greatly the routine workload of the Court of 
Justice. They would give a weightier role to 
the Court of First Instance, which would 
probably need a change of name. And they 
could well presage more changes later. 

The commission thinks the Court of First 
Instance should evolve into the main court 
of European law for settling disputes of all 
kinds, even those among governments and 
EU. institutions. That would leave the Court 
of Justice free to hear only cases deemed “es- 
sential for the proper working” of the Union, 
and other cases which it chose to hear be- 
cause they involved basic or difficult points 
of law—much in the manner of the Ameri- 
can Supreme Court. The Luxembourg court 
would thus become “the genuine supreme 
court of the Union”, the commission says in 
arecent note to governments. And withsuch 
an institution in place, could an £u constitu- 
tion be far behind? 
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The euro 


More takers 


ATHENS, COPENHAGEN AND STOCKHOLM 


HE n-country euro zone looks set to 

widen. To the south-east of the European 
Union, Greece has formally applied to join 
the single-money club. At the other side of 
the continent, the Danish government has 
seta date for a referendum on the matter. The 
latest opinion polls suggest the Danes, 
twitchy as they have been on questions of 
sovereignty, will probably say yes. The 
Swedes, though less enthusiastic, are edging 
towards taking up the new money—and will 
feel obliged to move faster if the Danes do go 
in. Even the stay-away Norwegians, much 
farther back in the queue, may again, now 
that they have a new government of the cen- 
tre-left, start thinking about joining the ev. 


; The Greeks are most likely to take up the . 


euro soonest. Greece was the only Eu mem- 
ber that sought to join the currency but was 
barred from its launch a year ago because it 
failed to meet the criteria laid out at Maas- 
tricht in 1991. In the past few years, however, 
under Costas Simitis’s modernising centre- 
left government, Greece has been catching 
up fast. Tax collection has become far more 
efficient, thanks partly to computerising the 
system. Bond trading has been modernised. 
Spending as a proportion of Gpr is steady. As 
a result, inflation has fallen sharply, and the 
public debt and budget deficit have dropped 
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to eu-respectable levels. The figures, broadly 
speaking, are good. 

Still, a lot has to be done if Greece is to 
prosper within the euro zone. Telecoms, en- 
ergy and shipping need liberalising. But such 
things have a fair chance of being done be- 
cause joining the euro remains so popular. 
Nearly three-quarters of Greeks, according 
to pollsters, want it. And even if the Socialists 
were to lose the general election due on April 


th, which looks unlikely, the momentum 
for joining would probably be sustained. If” 


its fellow eu countries, Europe’s Central 


Bank and the European Parliament approve, = 
_ -might also eventually prove irresistib 


Greece could be in the euro next year, 


Denmark is the next keenest of the out- : 
siders, but the government must persuadeits: 
own people before applying to join. The. 


country’s Social Democratic prime minister, 


Poul Nyrup Rasmussen, has marked down. 


September 28th for a referendum. Most po- 
litical parties, trade unions, businessmen 


and bankers are with him. Having the euro ` 


would protect jobs and win back Danish 
influence in Europe, he argues. 
But Danish europhiles will have a fight 


on their hands. Pollsters put opponents of 


the euro almost on a par with the pros; a 


large minority is wavering. The doubters fear: 


that the euro would undermine Danish wel- 


tecting jobs. The euro-sceptic Danish Peo- 


ple’s Party, with the slogan “For the krone 
and the fatherland”, fears the loss of Den” 
“terms in thenationt social p 


mark’s sovereignty to a federal Europe: 


Women are said to be particularly worried 


that Denmark might be submerged. 
Swedes have similar fears. But the ruling 
Social Democrats are coming round, albeit 


more slowly than their Danish cousins, to: 
the euro. This month, at a special congress, 


they voted for the proposition “Yes but 


later”, put forward by Goran Persson, the 


prime minister. They too agreed to resolve 
the matter by referendum, probably after. 
the next general election, due by 2002. 


Mr Persson says he has gradually been’. 
persuaded of the euro’s merits, seeing it, per> 


haps oddly, as “the best protection. against 
growing market forces”. But his party is still 
split; several of his cabinet ministers oppose 
it. The Swedish public is also wobbly, with 
recent polls showing the pro-eurocamponly 
a few points ahead of the sceptics, the don’t 
knows still, as in Denmark, a large minority. 

Norway is different again. It stands defi- 
antly outside the Ev, let alone the euro zone. 
But this month the Labour Party, which 
wants Norway to join the Union, took office, 
ousting a coalition led by Kjell Magne Bonde- 
vik, a Christian Democrat, that was broadly 
against. Jens Stoltenberg, the new prime 
minister, and his foreign minister, Thorbjorn 
Jagland, who is also pro-eu, will try to drum 
up support for joining. 

They must tread warily. A referendum in 
1994 bitterly divided Norwegians over 
whether to get into the Union; those in fa- 
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fare and prevent the government from pro- | 






















that the noes, including many in the Labo 
Party, are still just ahead. As Mr Stoltenberg 
lot will be governing as a minority in parli 
ment, he is unlikely to be bold, yet, on 
controversial.a matter. 

Even so, especially if the Danes an 
Swedes look set to join the euro, Euro) 
sure to feature in Norway's next general el 
tion, due in 2001. More Norwegians, des) 
their oil wealth, would then have to cot 
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France 
Pensions funk 


PARIS 


CONOMISTS feaislate Tomino 
“pay as you go”, the process by wh 
contributions from today’s workers pay 
the pensions of their retired elders. Bu 
Lionel Jospin, France’s hc í; 
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‘How to get rich 


PARS 


HE excitable French, the stolid Ger- 
mans? Hardly. According to a survey 
sponsored by Sofinco, a subsidiary of Cré- 
dit Agricole, a leading French bank, twice 
as many young Germans as Frenchmen 
think that the best way to make a fortune 


| How. to get rich 


|. Percentage of young Europeans" who think tié best way is sto: | 


“Britain | France Germany _ 


is by playing the stockmarket. So much for 
the notion that the impressive rise in the 
Paris. bourse is turning the French into a | 
nation of shareholders. 

Forget, too, the prejudice that the 
north cares more about honesty than the 
south. A good fifth of young 

©. | Italians and almost as many 
Portuguese say that “being 
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ita aly honest’ is a key to riches; by 

Ti contrast, only 6% of greedy 
conc) young Germans and Britons | 
26 ge | agree with this. | 
Ae a0 Another finding that 

6 6.| may raise eyebrows on both 
“| sides of the Channel is that | 

sr | 54% of young Britons and 

Pees 43% of their French counter- 

Ay parts (the highest figures in 












: | eight Ev countries polled) 
reckon that the best path to 





riches is “hard work”. 
































and women aged over 60 has doubled to1am 
over the past 50 years and will reach 21m by 
‘2040, when such senior citizens may be a 
third of the population. “Some people tell 
us”, said Mr Jospin on March aust, “that the 
répartition system, shaken by demographic 
ageing, will have to give way to pension 
funds, on the model of certain Anglo-Saxon 
countries. That is not our approach.” 

But why not, given the widespread 
‘agreement that the French system cannot go 
on unchanged? One reason is ideological. 
Individual pension plans, in the eyes of 
those in Mr Jospin’s left-wing coalition, fa- 
“your the rich and suck money from the pay- 
as-you-go system. But the bigger reason is 
political fear. When his conservative prede- 
cessor, Alain Juppé, passed a law in 1995 fa- 
vouring individual pension plans, the trade 
unions took to the streets. That law, never 
implemented, was part of a range of social- 
security reforms that led to two vears of civil 
unrest and Mr Juppé’s humiliation in the 
-general election of 1997. Mr Jospin, eyeing 
the presidency in two years’ time, has no 
wish to see history repeat itself. 

Yet he can hardly pretend that the demo- 
graphic problem does not exist. Last year the 
president of the state planning agency, Jean- 
Michel Charpin, reported that unless the 
system were reformed the annual financing 
gap of public-pension programmes would 
reach almost 5% of the country's coe by 
2040. To. close that gap will mean: either 
higher contributions (ie, higher taxes), lower 
benefits or, as Mr Charpin recommended, 
increasing the contribution period to ned 
years by 2019; thus putting up the typical re- 
-tirement age. 


None of these variants is politically at- 
tractive. Private-sector workers will object 
that, because of a 1993 reform, their contribu- 
tion period is already being lengthened from 
37.5 years to 40 years by a deadline of 2003, 
even though their benefits are being reduced 
by being judged against their highest-paid 25 
years of work rather than their highest-paid 
ten years. 

As for the public sector, French workers 
will doubtless take to the streets to defend 
the “special regimes” which give them gen- 
erous pensions, calculated on their salary 
(but excluding bonuses) for the last six 
months of their working lives, after just 37.5 
years. Not surprisingly, the public-sector 
plans are digging ever deeper into a debt 
that, in the name of ORIEN the tax- 
payer must cover. 

So what will Mr Jospin a By his own 
admission, he will play for time. There will 
be “consultation” with everyone; there will 
be a spëcial committee, charged to explore 
all the possibilities and to report back regu- 
larly to government and parliament, and 
there could be contributions, be they divi- 
dends or shares, from state-owned compa- 
nies so that by 2020 a special pension reserve 
fund created 18 months ago might swell to 
more than its FFr1 trillion ($148 billion) target. 

Inan ideal world, perhaps this would all 
make sense. Perhaps the public-sector un- 
ions, for example, would agree to more years 
at work in exchange for the inclusion of their 
bonuses in their pension computations. 
What is plainly true, however, is that Mr Jos- 
pin, for all his talk of principle, has chosen to 
funk the challenge of reform. 
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Full up? 


BERUN 


PROPOSAL by Germany’s chancellor, 
Gerhard Schröder, to give temporary 
work permits to as many as 20,000 Indians 
and East Europeans over the next two years 
to meet Germany’s urgent need for com- 
puter specialists has jangled nerves. Most 
Germans are against easing their country’s 
strict laws on economic immigration. Jürgen 
Rüttgers, the leader of the centre-right Chris- 
tian Democrats in North Rhine-Westphalia, 
where a state election is to be held in May, 
has provocatively called for Kinder statt In- 
der: more [German] children instead of Indi- 
ans. Otto Schily, Mr Schroder’s interior min- 
ister, who has previously suggested- that 
Germany has already “passed the limit” of 
the immigrant numbers it can bear, is 
squirming. The Free Democrats, Germany's 
liberals, have begun calling for a new law to 
enforce tighter quotas for foreign workers 
and to restrict the right to political asylum. 
Germany already has the highest num- 
ber of immigrants in the European Union. 
Some 7.3m foreigners (including 2.1m Turks) 
live in Germany, making up nearly a tenth of 
the population—and that does not include 
the 4m ethnic Germans from the east, many 
of whom came back to their roots in the 
1990s after the collapse of communism. 
Many of these ex-Soviet Germans had little 
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Everything hangs on this moment. 
lhat glorious and scary second your e-gallery goes live. 


You're expecting tens of thousands of global visitors 


within the first 45 minutes 
You're projecting millions of hits 
Your success relies on whether the network can handle the volume. 


Fhaťs why Marconi is delivering faster, more dependable 


optical networks 


Next generation networks with the bandwidth to handle 


virtually unlimited traffic. 


With this kind of power at your fingertips, now’s the time to ask— 


When will your finest hou f be? 


Jeep Fiber broadband acces nternet switching and routin vice, Video, data it 








ervice solutions www. marconi.com his could be your finest hour. 


Sutin 


Take a look around. Yov'’ll find our 
polyester everywhere. 


If you thought polyester was only used in clothing, think again. This versatile 
product has literally countless applications. Of course, one of the most 
important applications is the manufacture of PET used to make, among 
other things, botties. 


In recent years PET has become the accepted substitute to metal and glass 
containers due to its environmentally friendly composition. As a result the 
global market for PET resins is growing extremely fast. 


Not that our customers should worry about supply. The two main ingredients 
of polyester, ethylene glycol (EG) and purified terephthalic acid (PTA) are 
readily available. SABIC is already one of the world’s top producers of EG and 
is now manufacturing PTA in plentiful quantities, for the first time in the 
Middle East. 


SABIC SABIC Global Ltd. 
Saudi Basic Industries Corporation Kensington Centre 

PO Box 5101 66 Hammersmith Road 
Riyadh 11422 London W14 8YT 
Saudi Arabia United Kingdom 


Tel. +966 1 401 2033 
Fax +966 1 405 6427 / 401 3831 


Tel. +44(0)20 7371 4488 
Fax +44(0)20 7371 3039 





Fortunately we anticipated that the demand for polyester would increase. 
Our new new PTA, plant plus the start-up our world-class aromatics plant, will 
substantially increase production of polyester production to ensure customer 
demand is met. In addition technological advancements have helped us 
achieve significant improvements in quality. 


We have also reorganized our business which now enables us to respond 
faster and more effectively to changing market conditions, ensuring greater 
focus on customer needs. 


If you're searching for a guaranteed supply of quality polyester then look no 
further. Look to SABIC. 


The power to provide 


or no knowledge of their “mother” tongue. 

Among eu countries, Germany also has 
the most generous policy towards refugees. 
Since then, the numbers have dropped, but 
they are still high. In 1998, the last year for 
which there are complete figures, some 
80,000 came from former Yugoslavia alone. 
In addition, Germany still has the largest 
number of asylum-seekers, though down 
from a peak of 513,000 in 1993 alone. In 1998, 
147,000; last year, 136,000. In all, more than 
600,000 foreigners entered Germany in 1998, 
nearly three-quarters of them from outside 
the £u. Small wonder perhaps that people 
like Mr Schily think their country is full. 

Yet the figures look less dramatic when 
you count the number of foreigners leaving. 
Included in the overall tally of incomers, for 
example, are 200,000 seasonal workers who 
are supposed to return home after each per- 
iod of work, usually three months long. The 
figure also includes many refugees who are 
expected to go back home, once conditions 
there have improved: in 1998, for instance, 
twice as many Bosnians, Croatians and Yu- 
goslavs left Germany as came in. Moreover, 
only a small proportion of those who seek 
asylum actually manage to get it. In 1998, 4% 
were lucky; last year, even fewer. Most of the 
rejects have to leave Germany forthwith. In 
1997 and 1998, more foreigners left Germany 
than tried to settle there. 

Yet Germany, as Mr Schroder says, may 
soon need to import foreigners. This week 
Hans-Olaf Henkel, head of the employers’ 
association, backed him by saying that Ger- 
many lacked some 300,000 specialists in va- 
rious fields. Mr Schroder promptly said that 
to admit that many was out of the question. 

But luring information-technology spe- 
cialists from India is only one reason for get- 
ting more newcomers. Demography is a big- 
ger one. The present trend suggests that the 
number of Germans aged over 60 will rise by 
a half over the next three decades, whereas 
those in the 20-60 age group are likely to fall 
by a half, with potentially dire results for 
welfare and state pensions. Other things be- 
ing equal, pension contributions will, by 
some calculations, have to go up from 19% of 
wages today to 28% in 2030; and health and 
other welfare contributions (quite apart 
from tax) will have to rise from 14% to 23% to 
keep benefits at their present level. A recent 
UN report suggests that Germany would 
need 500,000 new immigrants a year to keep 
he population steady. Most Germans are 
isturbed by sucha prospect, to say the least. 

Help maybe soon be at hand, but, again, 
ot in the form that most Germans might 
ike. The Evu’s planned expansion is likely to 
ean many thousands of people from Po- 
nd, the Czech Republic, Hungary and else- 
ere coming to Germany for work. With 
of the people in eastern Germany still 
out jobs (twice the rate in the west), 
fear a resurgence of the xenophobic 
nalism recently seen in neighbouring 




















NOMIST MARCH 25TH 2000 


Austria, another of the eu’s “frontier states”. 

Before coming to power 18 months ago, 
the Social Democrats called for a funda- 
mental review. But now they balk at the idea 
because it is so controversial. Their Green co- 
alition partners refuse to countenance fur- 
ther restrictions on immigration. Indeed, 
earlier this month Germany’s foreign minis- 
ter, Joschka Fischer, a Green, infuriated Mr 
Schily, his ministerial colleague, by sendinga 
circular toGerman embassies calling fora re- 
laxation of visa conditions. 

Mr Schily has promised that Mr 
Schréder’s plan to import foreign computer 
specialists will not prompt another wave of 
Gastarbeiter (guest-workers) similar to that 
of the 1950s and 1960s, when foreign workers, 
particularly from Turkey, were invited in 
“temporarily” to help fuel Germany’s post- 
war boom, but then stayed on with families. 
Calls for a real policy review may start get- 
ting louder again. 

= = 


Hungary 


Free for all? 


BUDAPEST 


HE prime minister, Viktor Orban, says 

Hungary’s post-communist transition is 
over. All the more surprising, then, that his 
conservative coalition is still fighting to root 
out communist influence in the media. 
Claiming that conservatives do not get a fair 
hearing, the government is interfering in ar- 
eas where many Hungarians believe there 
ought to be cross-party agreement—or else 
no role for the state at all. 

The conservatives’ discontent is puz- 
zling. Their bête noire is a former communist 
party daily, Nepszabadsag (People’s Free- 
dom), Hungary's biggest-selling newspaper. 
Yet its reporting looks dryly factual to west- 
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Reading between the lines 





EUROPE 


ern eyes. Its treatment of the government is 
politer than many mid-term governments 
elsewhere would usually expect. 

That is not how Laszlo Csucs of the 
Smallholders’ Party, one of the partners in 
the governing coalition, sees it. He claims to 
have agreement from Fidesz, the main gov- 
erning party, to amend the Transparency 
Act, which looked into the communist past 
of Hungary’s public offic:als and politicians. 
Mr Csucs wants the act extended to journal- 
ists. Last year, Fidesz tried to buy Magyar 
Hirlap, another big-selling newspaper. Two 
conservative dailies benefit heavily from ad- 
vertising by companies that have strong 
links to the state. 

An even bigger row has broken out over 
broadcasting. It started last year with ap- 
pointments to the board of state-owned 
Magyar Television. Despite tiny parliamen- 
tary representation, the far-right Hungarian 
Justice and Life Party demanded two of the 
four posts on the board allocated to the op- 
position. The Free Democrats (liberals) and 
the Socialists, with ten times as many seats in 
parliament as Justice and Life, understand- 
ably disagreed. 

The opposition was told that its internal 
wrangling had cost it the night to any nomi- 
nees. A government-orly board was ap- 
pointed with help from Justice and Life— 
whose supporters have since won fancy jobs 
at the station. The chief prosecutor ruled the 
procedure illegal. The government denies 
any connivance with the Justice and Lifers, 
though there has been more backbiting over 
a licence issued to a Budapest radio station, 

The quarrel grew lastmonth with the ap- 
pointment of one-sided boards at state- 
owned Hungarian Radioand Duna tv, acul- 
tural television channel. The chief prosecu- 
tor resigned. In an interview with Magyar 
Hirlap, Michael Lake, the European Union's 
ambassador, said Hungary would not have 
genuine public-service broadcasting until it 
was under balanced political 
control. Hungary's foreign min- 
ister, Janos Martonyi, has now 
called for amendments to the 
media law. Ibolya David, the jus- 
tice minister and leader of the 
smallest government party, the 
Democratic Forum, has ap- 
pealed for greater consensus. 

Hungarians at large, mean- 
while, seem to prefer the non- 
conservative media. Conserva- 
tive papers have tiny circula- 
tions, whereas Nepszabadsag 
sells around 1m copies a day. 
Magyar tv’s share of adults’ 
viewing time is falling towards 
10%. None of this seems to per- 
suade the government that it 
should stop trying to rein in the 
media, albeit, it claims, in the 
cause of fairness. 

—— 
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ILL Boris Berezovsky, Russia’s oligarch-extraordinary, see 

out the year in jail, exile or the comfortable nook between 
business and government that he currently occupies? The answer 
will give a clear sign of where the country is headed under Vladi- 
mir Putin, whois set to beelected president on March 26th. 

Mr Berezovsky embodies the distinctive characteristic of the 
ruling elite in post-Soviet Russia: cynical ruthlessness. By his own 
account, two guiding principles for dealings with other people are 
that “anyone can be bought, and everyone has his price.” Sitting in 
a sumptuously restored tsarist mansion that his car-dealing com- 
pany Logovaz runs as a business club, he quickly adds.a caveat: “It 
is impossible to buy feelings. All the rest it is possible to buy.” 

He can be both charming, almost hypnotically so, and terrify- 
ing. George Soros, an American financier and former mend wrote 
recently that, after they fell out, “his 
anger gave me the chills. I literally felt 
he could kill me.” Mr Berezovsky re- 
sponds with a blizzard of insults 
against Mr Soros. He is a “hypocrite” 
for mixing business with philan- 
thropy, “dirty”, “a liar”—and, to cap it 
all, he has “bad taste”. “He says. this 
building is a typical mafia house,” 
snorts the Russian indignantly. “But 
we won a prize for the renovation!” 

Mr Berezovsky made his fortune 
by understanding how the Soviet, then 
Russian, economy was changing. A 
mathematician, he started by selling 
software; an early coup, he says, was 
persuading a Soviet. committee to tell 
30,000 state institutions to buy his pro- 
grams. Then he bought cars at the 
cheap official price and sold them at 
the free-market one. Next came media 
holdings: he snapped up a large chunk 
of Russia’s biggest television station. 
Then there was oil, in particular Sib- 
neft, a large company now striving for 
respectability, whose spokesmen get 
tongue-tied when asked about Mr Be- 
rezovsky’s exact role in it. Recently his 
holding companies have been “con- 
solidating” (a favourite word of his) the 
aluminium industry. And the future? “The Internet.” 

Not that he has much time for business. In his version of 
events, he has barely spared a minute for it since 1996. His main of- 
ficial post was running the Commonwealth of Independent 
States, a zombie-like shadow of the Soviet Union. He is now a dep- 
uty inthe Duma, the lower house of parliament, for the impover- 
ished southern republic of Karachaevo-Cherkessia. 

For all this, Mr Berezovsky is distrusted, even detested, by 
many Russians. He is their prototype oligarch: an over-mighty ty- 
coon who feeds on his connections, most notably to Boris Yeltsin's 
inner circle. In the past he has boasted of his ability to swing Krem- 
lin decisions, and has spoken of the “privatisation of cash flow” as 
a natural stage in unscrambling the Soviet economy. Others are 
less polite: Though Mr Berezovsky has not been charged with any 
wrongdoing, he was recently denied a visa to Switzerland, where 
he usually attends the annual talkfest at Davos; Swiss prosecutors 
are investigating the role of two of his Geneva-based companies in 
handling the overseas revenues of Aeroflot, Russia’s national air- 


Boris Berezovsky, puppeteer or future victim? 








line. Mr Berezovsky alleges corrupt ties between Swiss officials and 
his political enemies in Moscow. 

Maybe Mr Berezovsky’s number is up. Mr Putin's austere, dis- 
ciplined style is a world away from the indulgent, ostentatious cro- 
nyism of the Yeltsin era. Though he praises Mr Putin publicly, the 
president-in-waiting has been noticeably cooler in return. He said 
pointedly this week that he wanted the oligarchs cut down to size. 
He has specifically criticised some of Mr Berezovsky’s dealings in a 
way that would have seemed inconceivable in past years, when 
the tycoon seemed to have a base at the heart of the Kremlin. “Be- 
ware of Greeks bearing gifts,” was Mr Putin's frosty reaction when 
Mr Berezovsky endorsed him for president. 

Yet Mr Berezovsky’s Trojan horse seems still securely stabled in 
the Kremlin. Most of his close friends from the Yeltsin era, such as 
the past and present chief of staff, 
Alexander Voloshin, and the consum- 
mate Kremlin insider, Valentin Yu- 
mashev, an imidzhmeker who played 
aleading part in promoting Mr Putin in 
the West, seem as powerful as before. 
The same story is broadly true in the 
government, though Mr Berezovsky 
himself denies the close ties widely as- 
sumed to link him to such top figures 
as Mikhail Kasyanov, now tipped tobe 
promoted from finance minister to 
prime minister. 

So Mr Berezovsky is certainly not 
on the skids—yet. In any event, Mr Pu- 
tin would be wise to keep him reason- 
ably sweet, at least until after the elec- 
tion. Mr Berezovsky, after all, has a 
stellar campaigning record. He | 
brought Mr Yeltsin back from a politi- | 
cal abyss in 1996, and conjured up a 
successful pro-Kremlin alliance of re- | 
gional governors in last year’s par- | 
liamentary elections. Coupled with | 
awesome television firepower, this | 
grouping destroyed Fatherland, a re- | 

| 
| 
| 
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gional alliance led by Yuri Luzhkov, 
the mayor of Moscow, and Yevgeny 
Primakov, another former intelligence 
boss turned prime minister, who 
briefly threatened the Kremlin clan’s hegemony. 

So even if Mr Putin loathes Mr Berezovsky, as some say he 
does, and regards his influence as pernicious, there would be no 
point in turning on him and his chums until after the election. 
Things could be very different then. When he was running the rs 
(a successor to the KGB), one of Mr Putin’s main tasks, which he 
balked at, was to grapple with Mr Berezovsky’s hold on it. Mr Bere- 
zovsky enjoys parliamentary immunity, but political pressure, ifit 
were strong enough, could have it lifted. Nobody as powerful as 
Mr Berezovsky has ever faced criminal charges in Russia. 

Yet Mr Berezovsky himself seems sanguine. Mr Putin’s ascen- 
dancy, he argues, represents a highly desirable “consolidation of 
power”. Mr Yeltsin broke the communist system; now it is time to 
build another type, first at government level, then among an ener- 
getic new elite. Eventually, a new society will emerge. Russia wil 
then become liberal and democratic, says Mr Berezovsky, but į 
the meantime, “We sometimes need a lot of power.” In safe han 
of course. Preferably his. 
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BRITAIN 


Anew prescription 


The health service has been given the biggest injection of cash in its history. 
But improving its performance will take more than money. 





HE National Healt Service (ovits) i is be- 

ing showered. with cash, the biggest in- 
crease in its history, The £20 billion ($31 bil- 
lion) injectionofnewr oney over four years, 
announced in this week's budget, will help 
meet Tony Blair's promise: that: Britain's 
spending on health will rise tothe average 
for the European Union. At the end of the 
period, health spending will be.7.6% of cpp, 
compared withan EU average of 8-9%. 

But will this huge increase in health 
spending be enough: to change ‘the wide- 
spread perception that the nus is in serious 
trouble? Twenty years'ago, the Royal Com- 
mission on Health noted that the capacity of 
health services to absorb resources “is al- 
most unlimited”. The truth of that statement 
would be confirmed by 
tives. They almost doubled r 
ture on the nus during their 18 years in 
office, only to find that their claim that the 
health service was safe. in their hands was 
widely disbelieved by the voters. 

The prime minister’s suggestion that 
his government's top priority is now 
health, not education, is risky. He is 
gambling on turning round a service 
that no previous government has suc- 
ceeded in managing to the public’s sat- 
isfaction. The nus will not be trans- 
formed by dollops of cash. It is the 
biggest single employer in Western Eu- 
rope. But Britain still has fewer doctors 
and nurses than other eu nations—a key 
reason for the much-lamented waiting lists 
for treatment. The recruitment and training 
of new doctors will take years. 

Handing out cash centrally will also not 
change the clinical culture within hospitals 
and doctors’ surgeries. Many health profes- 
sionals, not least consultants, are fiercely in- 
ividualistic, preferring to set their own pri- 
rities. There is a huge variation in the 
formance of nus trusts, hospitals and 
tors’ surgeries. Some trusts do four times 
er hip operations than comparable 
s. Average waits in accident and emer- 
departments for non-urgent patients 
Britain can vary from 30 minutes to 
rs. Patients in some doctors’ surgeries 
an appointment within 24 hours, 
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while others take four to five days. Some 
trusts employ twice as many nurses for criti- 
cal-care beds as others. 

Mr Blair, who highlighted these varia- 
tions in a House of Commons statement, 
said that he would chair a cabinet commit- 
tee, and promised an action plan by the end 
of July. But a highly critical report by the in- 
dependent Public Appointments Commis- 
sioner pointing out that NHs trusts have 
been packed with local Labour Party activ- 
ists pinpoints a problem. If trusts and hospi- 


tal boards, which control budgets of hun- 
dreds of millions of pounds, are stuffed with 
ill-qualified party hacks, it does not inspire 
confidence that money will be well spent. 

In a new book, “The nus: Facing the Fu- 
ture”, published by the King’s Fund, a medi- 
cal research organisation, Anthony Harrison 
and Jennifer Dixon claim that the service is 
at present unmanageable because White- 
hall cannot set out a policy with any confi- 





















dence that it will be implemen 
trusts pursue their own priorities; 
auditing often leaves cen 
without even the knowlec 
Political pressures impin: 
reason, for am wh t 


health secretaries to allow thie closure 
Bartholomew's hospital... . 
Variations in healthcare will have:to 
tackled by a franker approach to priorities, 
There are many applicants for. the new 
money. If patients as opposed to produc 
are to benefit, tougher central control 
have to be exercised. The pay of health-ser: 
vice workers accounts for nearly three-quar 
ters of all expenditure, If more docto 
nurses and ancillary workers are to be re 
cruited, pay will almost certainly rise 5 
proportion of nus spending. 
The government's pledge that it will re 
duce waiting lists in England Re 100,000 by 
the end of the parliament willalso have tobe 
met—even ifmany now regard itasa distrac 
tion. The debts of nus trusts:and heal 
thorities need to be cleared at a cost 
mated at £200m-500m. Ministers 
finalising their response to the recomm 
dations of the Royal Commission on. 
Long Term Care for the Elderly. Even if th 
are trimmed back by half, the cost of pa 
for more nursing care for the oo prot 
bly at least £750m, will swallow up a fai 
chunk of the additional £2 billion. prom 
to the nus this year. 
The long-term demographic press 
on the health service of an ageing popul 
tion are inescapable. Already half of al 
health spendingis spent on those over. 
The drugs budget continues to rise a 
more expensive medicines come on t 
the market and patients become eve: 
more demanding. Twice as many pre: 
scriptions are now issued per head as 2 
years ago. In 1998, the drugs budget ac 
counted for more than £6 billion, 12.6% of | 
the nus budget. The new National Institut 
for Clinical Excellence. which advises minis 
ters on the efficacy of rew drugs, is shortly 
recommend the use cf Taxol, an expensiv 
treatment for gynaecological cancers. An- 
other drug likely to be given approval is beta _ 
interferon, which could swallow upto10%of | 
the entire nus drugs bill if it were prescribed 
toevery patient who might benefit from 
Rationing may still be a dirty word so far 
as ministers are concerned. But this wi 
cash injection into the nus juggernaut, ge 
erous though it is, will not remove thé nee 
for tough decisions. 
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BRITAIN 
The fiscal arithmetic 


s he taking a risk with the economy? 


SUALLY, chancellors of the exchequer 
can only dream of the prospect facing 
“Gordon Brown this week. The chancellor 
stood up to deliver his budget armed with 
the confidence that only a full counting- 
house and a blooming economy can give. In 
the next 51 minutes, he dished out billions of 
pounds in new public spending, plus a help- 
ing of tax cuts. Besides adding a net £2.1 bil- 
lion ($3.3 billion) to planned spending in the 
next financial year and £4.8 billion the year 
after, with more to follow, over the coming 
three years he is forking out £3.3 billion extra 
on Working Families Tax Credit, a payment 
to parents on low pay, and a further £2.8 bil- 
lion on an assortment of tax reductions. Im- 
prudent? Profligate? Not me, said Mr Brown. 
There is still plenty in the coffers and no, | 
have taken no risks with inflation. 

So how did Mr Brown come to be bath- 
ing in cash? In last year’s budget, the chancel- 
lor said that he expected public-sector net 
borrowing (psn) to be £3 billion in 1999- 
-- 2000. He now expects not to have to borrow 

at all, but to have a surplus of £12 billion. Of 
this £15 billion bonanza, £4 billion stems 
from an undershooting of public expendi- 
ture, about half of it on social security, and 
the rest from an unexpectedly fat harvest of 
income, corporation and value-added 
(sales) taxes. 

The question, fora prudent chancellor, is 
how much of this windfall can be put down 
to the vagaries of the economic cycle, and 
therefore would turn to deficit in a lean year, 
and how much is a structural improvement 
in the public finances. The Treasury esti- 
mates that about three-quarters of it is struc- 
tural because, for example, it feels confident 
enough to assume a lower rate of unemploy- 
ment. So in 1999-2000, fiscal policy has 
-turned out to be 1.2% of Gor tighter than the 
chancellor expected a year ago. Better still, 
much of this good fortune is expected to per- 






































86 


Luck and judgment 


Where did the money for Gordon Brown’s spending pledges come from? And 


sist. So had Mr Brown done nothing at all this 
week, the structural surplus in 2000-01 
would have been 0.8% of Gor higher than he 
expected a year ago. The unexpected tight- 
ening in 2001-02 was 1.4%; iN 2002-03, 1.2%; 
and in 2003-04, 0.9%. 

What Mr Brown has done this week is to 
make policy looser than it otherwise would 
have been. In 2000-01 and 2001-02, this is not 
enough to offset the effects of the unforeseen 
tightening of policy in the past year. After 
stripping out the effects of the cycle, psns 
will be lower than Mr Brown predicted a 
year ago. In the three following years, how- 
ever, the fiscal stance now looks a bit looser 
than it did a year ago (see chart). 

In theory, there are three possible argu- 
ments against Mr Brown’s spending spree. 
One is that, contrary to his claims, he cannot 
afford it. It could be that the economy is run- 
ning at a hotter rate, relative to its capacity, 
than the chancellor thinks. If so, more of last 
year’s boost to revenues will turn out to be 
transitory, and there is less fiscal tightening 
built in for future years than the Treasury be- 
lieves. So when the economy turns down, 
the public finances will lurch into deficit, 
just as they did for the Tories a decade ago. 

Although you can never be sure, this 
looks unlikely. The Treasury says that even if 
the economy's capacity is 1% lower than its 
economists think, Mr Brown should still 
meet his “golden rule”—that current expen- 
diture and revenue should balance over the 
economic cycle. Moreover, although there 
are signs of inflationary pressure in the la- 
bour market and the housing market, the 
economy does not seem to be overheating as 
it did in the late 1980s. 

The second possible objection is that 
with the economy already growing strongly, 
the chancellor has taken a risk with inflation 
for political gain. There is something to this: 
City economists were surprised by the scale 
of Mr Brown’s spending plans, and some are 
now firmer in their belief that the Bank of 
England will increase interest rates again. 

But most economists were expecting the 
Bank to push up rates again anyway,and the 
additional risk looks slight. The chancellor is 
wary of cutting loose: in Treasury eyes, one 
of the advantages of the Bank’s control of in- 
terest rates (handed over by Mr Brown in 
1997) is the discipline it exerts on fiscal policy. 
So Treasury officials stress that relative to 
both last year’s budget and November’s pre- 
budget report, the fiscal stance has tightened 
for the next two years, the period the Bank 
looks at most closely when considering the 
outlook for inflation. And officials add that 















Health: Health spending will rise by 
| 6.1% more than the rate of inflation for 
the next four years. 
Education: An extra £1 billion ($1.6 bil- 
lion) in spending. 

Welfare: Increase in Working Families 
Tax Credit; new grants for long-term 
unemployed returning to work; in- 
crease in children’s tax-credit and ma- 
ternity grant. 

Multinationals: Tighter rules to pre- 
vent Britain-based firms from avoiding 
tax by shifting profits overseas. 
Capital-gains tax: Down from 40% to 
| 35% after one year, tapering to 10% after 
| four years on certain sorts of capital 
gains. 

E-commerce: Tax incentives for small 
businesses investing in high-technol- 
| ogy and the Internet. 

Housing: Stamp duty up to 3% on sales 
of properties costing more than 
| £250,000 and 4% on properties costing 
| more than £500,000. 

| Company cars: From 2002 taxation 
| no longer based on mileage, but on car- 
bon-dioxide emissions. 
| 

| 
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Petrol: Fuel up 2pa litre. 
International bonds: A pre-emptive 
effort to switch to “information ex- 
change” for the levying of tax on Euro- 
bonds, rather than the withholding tax 
promoted by the gu. 

Gimmick: Pensioners’ “winter fuel al- 
lowance” increased by £50 to £150 a 
year. 





the longer-term budgetary predictions. as- 
sume that the economy will grow by 214%. If 
the economy manages 242%, which both the 
Treasury and the Bank think is closer to the 
sustainable trend, the budgetary numbers 
will look healthier. 

The third, and strongest, argument 
against the macroeconomics of the budget is 
not that the chancellor has added to infla- 
tionary pressure, but that he has left to the 
Bank the whole task of dealing with the pres- 
sure that already exists. Mr Brown. did not 
have to spend any of his unexpected sur- 
plus. He could have allowed fiscal policy to 
tighten further. This would have slowed de- 
mand, perhaps allowing the Bank to cu 
rates and taking some of the recent strengt 
out of sterling. 

Such a course would have pleased 
porters, who thanks to the power of 
pound have borne most of the anti-i 
tionary burden. Lower interest rates 
weaker currency might even have b 
Britain closer to joining the euro. Bu 
were never many votes in that. 
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Relative economic performance 





A British miracle? 


Gordon Brown’s budget this week is best understood as part of the larger 


debate about Britain’s relative economic performance 


GENERATION ago there was 
not much debate about the 
state of the British economy. It 
was dismal. High unemploy- 
ment, low growth, a rescue 
mission from the Interna- 
tional Monetary Fund: Britain 
was the undisputed holder of 
the title “sick man of Europe”. 

These days things are more 
complicated. Many British com- 
mentators believe that the Thatcherite 
purgative has effected a complete reversal 
in Britain’s economic fortunes, “We have be- 
come a model economy to which the rest of 
Europe now aspires,” enthused Andrew 
Neil, a prominent journalist, a few months 
ago. “This is the closest Britain hascome toan 
economic miracle since we defeated Hitler.” 
At times Tony Blair seems to buy this idea. 
This weekend he is in Lisbon, preaching the 
virtues of British-style flexible labour mar- 
kets toother European Union leaders. 

But Mr Blair and New Labour are not al- 
ways so gung-ho about the British economy. 
During the 1997 election campaign the La- 
bour Party argued that Britain had fallen be- 
hind other rich countries. under the Tories. 
The belief that there is a lot wrong with the 
British economy still figures prominently in 
New Labour rhetoric. In a government re- 
port on British “competitiveness” published 
late last year, Stephen Byers, the trade and in- 
dustry secretary, complained that Britain 
suffers from “a lack of commitment and 
leadership when it comes to innovation; 
poor basic skills; the lack of an enterprising 
culture compared to the United States and 
many of our European partners.” 

Optimists and pessimists tend toleapon 


different sorts of evidence about the British 
economy. Take the past week. The optimists 
hailed the news that, according to the latest 
EU statistics, Britain's economy is now larger 
than France’s and is the fourth-largest in the 
world (behind the United States, Japan and 
Germany). The pessimists focused on the 
news that the Rover car company is about to 
be sold off, raising the threat of the closure of 
Britain's largest car plant at Longbridge. 
Move beyond the week’s news and the 
battle of the bullet points continues. Believ- 
ers in a British economic miracle have their 
own favourite facts: Britain now attracts 
more foreign direct investment than China 
and about 30% of all the rp1 going into the 
European Union; Britain’s unemployment 
rate, at 5.9%, is a good deal lower than 
France’s or Germany’s; and the long-term 
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BRITAIN 
state-of Britain’s public finances looks a lot 
healthier than that of many continental 
European countries with worryingly large 
and unfunded pension commitments. 
But the pessimists fire back with their 
own battery of statistics: the average Briton is 
still a lot less penu and productive 
than the average German, let alone the aver 
age American. And Britain’s education sys 
tem provides a shaky foundation for pros 
perity. A recent study found tha 
22% of British workers could not 
read properly, three times th 
comparable rate in Germany. 
So: where does -Gordo 
Brown, the chancellor, stand 
this debate? He. is ‘probabh 
closer to the pessimists than the o 
timists. “After a century. of rel 
economic decline,” he declared shi 
after coming into office, “we have to mov 
Britain up the world economic league?’ Hi 
speeches are peppered with references 
the “productivity gap” between Britain an 
America, France and Germany: He think: 
that Britain has too few entrepreneurs, an 
has failed to encourage those thatit has. 
In his budget this week the chancellor 
stated his belief that Britain suffers from 
productivity gap and that closing itis the 
to better economic performance. Sinceent 
ing the Treasury in May 1997, Mr Brown ha: 
been busily devising economic policie 
aimed at getting more British people int 
work and raising their productivity. As a re 
sult, he hopes, Britain’s long-run economi 
growth rate will increase. The need for 
provement, to his mind. is clear: just look a 
how Britain’s economic performance ha 
trailed behind those of other rich countri 
This is very far from the “golden economic 
legacy” that the Tories like to boast they! left 
Mr Brown. 









































































Neither triumph nor disaster 


So which picture of the British economy 
more accurate? The truth lies somewhere 
tween the two extremes of Mr Browr 
sterner moments and the purple prose of the 
believers inva British economic miracle: 
ain is neither an economic paradise nor a 
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_ wasteland. In the past ten or 20 ye 
economic performance has been respect- 
_ able, but no better (or worse) than that. 

Take economists’ standard measure of 
aterial progress: the rate of economic 
rowth (chart 10n previous page). During the 
980s and 19908 Britain’s economic growth 
rate has been in the middle of the Group of 
even rich countries. In relative terms this isa 
uge improvement on the 30-odd years be- 
* tween the end of the second world war and 

1979, the year Margaret Thatcher took office. 

In the post-war decades, America grew 
steadily faster than Britain, while continen- 
tal European countries and Japan first 
caught up and then overtook both Britain 
and the United States. When the rich world 
stuttered after the first opec oil-price hike in 
1973, Britain stalled. However, since 1979 Brit- 
ain has held its own. So the “relative decline” 
of which Mr Brown spoke in 1997 in fact 
ended long before. But talk of an “economic 
miracle” looks equally far-fetched. 

In absolute living standards, measured 
by the level of Gor per head, Britain’s perfor- 
mance is again middling. According to the 
OECD, in purchasing-power-parity terms 
“Britain was ranked 17th of the organisation's 
29 members in 1999. Among the G7 econo- 
mies, Britain was fifth, behind America (52% 
< richer), Canada (16%), Japan (10%) and Ger- 
“many (6%), and ahead of France and Italy 
(both 2% poorer). But because Gpr statistics 
and purchasing-power-parity adjustments 
are both rough-and-ready, the OECD says 
that it makes much more sense to put coun- 
tries into broad groups than into a precise 
ranking. It is probably fair to say, therefore, 
that living standards in Britain roughly 
match those of other West European coun- 
tries, but are well below those in North 
America and Japan. 

A middling performance suggests that 
there is still plenty of room for improvement. 
Mr Brown thinks that the British economy is 
capable of growing at 2'2% a year, a quarter of 
a percentage point or so faster than its long- 
tun average (although the Treasury still as- 
sumes 24% in its budgeting). Economic 
growth can be broken down into two bits. 
The first is the contribution to growth result- 
ing from increases in the number of people 
in work, which Mr Brown puts at u% a year. 
The second is productivity growth (ie, in out- 
put per worker), which Mr Brown thinks is 
` now 2%. This might be the result of using 
more or better capital equipment, using 
more éfficient production processes, new in- 
ventions, or improving “human capital” 
(workers’ education and skills, and their 
ability to adapt to different tasks). In essence, 
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when Mr Brown drones on about the impor- 
tance of “enterprise” and “employment 
opportunity for all”, he is really talking about 
productivity growth and labour supply. 

Start with the number in employment. 
Between 1990 and 1998, says the Treasury, 
this did not increase at all.On its own, the in- 
crease in the population of working age 
should have added about 0.3 percentage 
points a year to cpr growth; but it was can- 
celled out by a decline in the employment 
rate (the proportion of the population at 
work), Between now and 2005, however, the 
working-age population is expected to rise 
more quickly than in the 1990s, and contrib- 
ute 0.4 points a year togrowth. On topof this, 
thinks the Treasury, the employment rate 
will rise, adding another tenth of a point. 

It might be surprising to anyone who has 
listened to ministers in recent years to learn 
that Britain’s employment record is capable 
of improvement. Labour ministers, like their 


‘Tory predecessors, have been only too 





happy to lecture other European govern- 
ments about the dangers of over-regulated 
labour markets. And aglance at comparative 
unemployment rates suggests that Britain 
has something to be proud of. On the Inter- 
national Labour Organisation's definition of 
unemployment, only 5.9% of British workers 
are jobless, compared with 8.8% of Germans, 
10.3% of French workers and 11.1% of Italians. 
Moreover, Britain has a higher employment 
rate and participation rate (the proportion of 
adults in work or seeking it) than other big 
European economies. Most impressive of all, 
according to a chart in this week's budget re- 
port, Britain’s employment rate is higher 
even than America’s. 

But is this as brilliant as it sounds? That 
chart in the budget report is misleading. It 
compares the latest British figures, for the 
three months to January 2000, with Ameri- 
can data for 1997, thus ignoring the past two 
years of strong growth in America. Accord- 
ing to the OECD, in 1998 (the latest year for 
which comparable figures are available) 
America’s employment rate was higher than 
Britain’s. It almost certainly still is. In fact, the 
United States outscores Britain on all counts. 
Its unemployment rate is lower than Brit- 
ain’s. Its participation rate is higher. Nor is 
America alone. Some smaller European 
countries, such as Norway and Switzerland, 
also have better labour-market records than 
Britain (chart 2). In the oecn’s league table of 
employment growth in the 1990s, Britain lies 
well down, far behind America, the Nether- 
lands, New Zealand and several others. 

Although Mr Brown is not above boast- 
ing about Britain’s job-creation record, and 
although a record 27.6m Britons are in work, 
the chancellor realises that more needs to be 
done. Hence the rash of “New Deals” he has 
introduced for the long-term unemployed, 
beginning with the under-25s and since ex- 
tended to lone parents and the over-5os. 
Hence also his schemes to “make work pay”: 
the national minimum wage and the Work- 
ing Families Tax Credit (wrtc), a state pay- 
ment to the working poor which is consider- 
ably more generous than the scheme it 
replaced, Family Credit. 

In the budget, Mr Brown took these ini- 
tiatives further. He is spending billions more 
on the wrtc. There will be more help for lone 
parents of children over five to find work. 
From April 2001 a new scheme will give the 
long-term unemployed aged over 25 four op- 
tions: work, training, work experience (per- 
haps in the voluntary sector), and self-em- 
ployment. Like the under-25s, says Mr 


Brown, they will have “no fifth option, no 


staying at home on benefit doing nothing.” 

However, it is the second part of the 
growth equation—productivity—that the 
government sees as the key to its ambitions. 
For now, Mr Brown is assuming that Britain’s 
productivity will grow at only 2% a year. But 
he thinks that Britain ought to be capable of 
much better. Indeed, one of his favourite sta- 
tistics is the “productivity gap” between Brit- 
ish output per worker (or per worker hour) 
and that in other countries. 

In 1996, according to a study (“Britain's 
Relative Productivity Performance, 1950- 
1996”) by Mary O'Mahony of the National 
Institute for Economic and Social Research, 
Britain’s productivity lagged behind that of 
America, France and Germany. In output 
per worker, France and Germ: 
ahead; America: was 2 
per hour of work, America was only 21% 
ahead of Britain, because Americans work 
longer hours on average than Britons do. But 
in France and Germany, where the average 
working week is shorter, the gap in output 
per hour was greater still: 32% and 29% re- 
spectively (see chart 3). 

Ministers think thatoneof the prime rea- 
sons for the productivity gap is that Britain 
has invested too little. Because the British 
have too little capital equipment to work 
with, or because their equipment is not up- 
to-date, they are less productive than their 
counterparts elsewhere. Ms O’Mahony’s 
study concludes, for example, that capital 
per hour worked is over 70% higher in Ger- 
many than in Britain. French workers have 
50% more capital to work with than the Brit- 
ish, and Americans have almost 30% more. 

Up to a point, Britain’s weak productiv- 
ity performance compared with France and 
Germany is the flipside of its relatively good 
employment record. Because British work- 
ers are relatively cheap to employ, it seems 
that British companies have preferred toem- 
ploy more people and use less capital than 
have their counterparts in France and Ger- 
many. It is by no means clear that Britain 
would be better off with a continental com- 
bination of lower employment and higher 
productivity. Yet the productivity gap can- 

‘not be dismissed, and part of itcan doubtless 
be explained by a lack of capital. According 
to Ms O'Mahony, America, where labour 
markets have far more in common with Brit- 
ain’s than with those of continental Europe, 
also boasts higher productivity and capital 
per worker than Britain. 

However, the gap may be closing, or at 
least may have stopped growing. In 1996 the 
gap between American and British output 
per hour was smaller than in 1979; the gap 
with France and Germany was about the 
same. During the 1990s, Britain’s ratio of busi- 
ness investment (ie, excluding government 
investment and house building) to cor has 
been rising. In 1998, said Mr Brown this week, 
it outstripped other big European econo- 
mies and the United States. It is worth 
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remembering, however, that quantity is not 
everything: in the 1990s the biggest investor 
relative to national income was Japan, 
scarcely an example to follow. 

Besides ministers’ worries about invest- 
ment, there is some evidence to back up their 
belief that Britain is not as innovative or en- 
trepreneurial as other countries. According 
to the oecp figures, spending on research 
and development per worker in 1996 was far 
less in Britain than in Germany, America 
and Japan—and the gap had grown since 
1981. In Britain a higher proportion of this 
spending is carried out by the local affiliates 
of foreign companies (rather than by home- 


owned companies) than in these other — 
countries. Opinion polls suggest a much” 
smaller proportion of Britons want to start 
businesses than in America or (more surpris- : 


ingly) continental Europe. Fewer than 70% 
would approve if their child started a busi- 


But how can government policy help to 
close the gap? Perhaps the best contribution 
ministers can make is sound macroeco- 
nomic policies. Companies will not want to 
invest if the economy is forever lurching be- 
tween inflation and slump. Here Mr Brown, 
who has a well-known fixation with macro- 
economic stability, can claim good marks. 
However, he believes that he can do better. 
In this week’s budget, as in previous years, he 
announced a splurge of measures to encour- 
age “enterprise” and innovation, and thus 
turn Britain into a super-productive, high- 
tech, entrepreneurial nation. 


Gifts from Gordon 


The chancellor’s main offering this week was 
his second reform in three years of capital- 
gains tax. Anyone holding shares in an un- 
quoted company, any shareholding em- 
ployees of quoted companies and anyone 
else with more than 5% of the voting rights in 
a quoted company will qualify for a new 
system. From next month, the rate will be 
40% for assets held for less than one year, 
falling to 10% for assets held for more than 
four years. At present the 10% rate kicks in 
only after ten years, and fewer shareholders 
are eligible for it. On top of this, Mr Brown 
said that “high-tech firms recruiting essen- 
tial personnel” will be able to offer tax-ad- 


















vantaged share options. The capital-gains 
tax reform and the tax break for share op- 
tions are both more generous than the plan: 
Mr Brown floated in his pre-budget report i 
November 1999. 

There is also a plethora of measures t 
help small companies: tax breaks for the pur 
chase of computers; a new government ad: 
vice service “to help small companies get o 
line-and become e-companies”; a clutch ol 
regional venture-capital funds to inject £1 
billion ($1.57 billion) into. start-up’ com 
nies. And tax credits for research and 
velopment by small and medium-sizec 
firms. : 

Of course, enthusiasm for enterprise 
welcome. Past Labour governments, 
rarely been friends of commerce. But does 
Mr Brown’s eagerness to create an entrep! 
neurial, e-commercial Britain justify this b 
wildering array of tax breaks? One difficulty 
is that the tax breaks will probably make lit 
tle difference. The amount of money in- 
volved is small, and most innovation and re- 
search does not come from small bu 
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to finance good ideas but also that this “fa 
ness, compared with nearly 80% in the restof 
Europe and around 85% in the United States; = 


ure” can be put right by the Treasury? 
Third, points out Andrew i 
Institute for Fiscal Studies; a res 
“there is no variable measuri 
neurship.” It is fine to say that enterpr 

good thing. Itis another to be confident that 
many small businesses that would be viable 
are either still-born.or never conceived 
cause of failures in the financial system, 
yet another tobelieve that the chancellor 
invent finely honed tax incentives to put the 
world to rights. 

So is Mr Brown right to believe thatt 

British economy could grow faster? Yes. Is he 
right to make faster long-term. growth h 
central aim? Certainly. Will he achieve h 
aim? Perhaps. If he does, the chances are that 
the chief cause of faster growth will ha 
been his constant love of macroeco- 
nomic stability, not his- passion for 
microeconomic tinkering, 




































Cc you be prudent and a gambler too? Gordon Brown thinks 
sa. Needless tosay, Londonis fullof men in anoraks who have 
consulted the small print and detected the slight loasening of the 
government's fiscal stance implied in this week's budget. By and 
large, however, Mr Brown's fourth budget has done nothing to un- 
dermine the chancellor of the exchequer’s reputation as a true son 
of the manse who can be relied on in any circumstance to put the 
nation’s macroeconomic stability at the top of his priorities. No 
surprise there. With an election expected early next year, Mr 
Brown would have to be certifiably mad todo anything that might 
jeopardise his successful transformation of Labour into the party 
that voters trust most with the economy. In this budget, however, 
Mr Brown has combined his usual 

economic prudence with a political | 





gamble or three. 

Before the budget, smart opin- 
ion had supposed that a govern- 
ment with an eye to an early elec- 
tion would use the robust condition 
of the public finances as an oppor- 
tunity to produce an artful mixture 
of tax cuts (to appeal to the aspiring 
middle classes) and increases in 
public spending (to appeal to La- 
bour’s traditional voters). Instead, 
Mr Brown has actually made one of 
the “tough choices” that. New La- 
bour is usually content merely to 
talk about. He is forgoing the oppor- 
tunity to make big pre-election tax 
cuts and opting instead fora spec 
tacular increase in.public spending, .. 
of which the great bulke-an addi- 
tional £2 billion ($3. billion) in the 
coming year alone—is to be poured 
into the National Health Service. 
What is risky about spending so 
much on a cause as popular as the 
nus? There are at least three dan- 
gers. First, there is the danger of 
spending too much, too late. It 





It's us versus them, stupid 








concentrated so far on his campaign to “save the pound”, William 
Hague had lately turned his fire on the government's “stealth 
taxes”. Hitherto, the government's instinct was to withdraw into 
arithmetical obfuscation. But now, having noticed that Mr Hague 
is armed only with a popgun, it has executed a u-turn. We are big 
spenders and proud of it, is Labour's surprising new response. Or, 
as the chancellor's men prefer to put it, Mr Brown’s prudence over 
the past two years has at last earned this Labour chancellor the 
right to behave as a Labour chancellor, albeit a cautious one, 

Will this gamble pay off? Labour is still on course to win the 
next election, There is little in this budget to alienate the new La- 
bour voters of Middle England, most of whom use and care about 

the nus. Rising incomes mask the 
| modest rises in indirect taxes and 
| surveys suggest that, in principle at 

least, most British voters accept the 
case for higher public spending. 
With the Tories demoralised and 
the middle class content, this is not 
abad moment for a Labour govern- 
ment to take a risk on spending. 

What, though, about the bud- 
get's reception by Labour's “own” 
people? The party’s big worry in re- 
cent months has not been the dan- 
ger of losing the converts from the 
1997 general election. It has been the 
feeling, unquantifiable but wide- 
spread, of a growing disaffection 
among its core voters and activists. 
Some cabinet ministers say that this 
does not matter: come a general 
election, such voters will have no- 
where else to go. But this is not quite 
true. They can stay at home; and in 
Scotland and Wales they have the 
nationalists to vote for. At last 
week's by-election in Ayr (for a seat 
in the Scottish Parliament), Labour 
came third after the Conservatives 
and the Scottish Nationalists. Its 





would take spectacular incompe- 
tence to raise health spending annu- 
ally by the promised 61% above inflation for four years without 
delivering a palpable improvement by the end of that period. But 
itis not certain that the £2 billion promised for the coming year can 
be used sensibly in time to influence voters in a spring election. 
Thanks to the government's previous habit of multiple announce- 
ments and treble counting, most voters were under the impression 
that big new sums were being pumped into the nusalready. It was 
in part the expectations this aroused that turned last winter's regu- 
lar flu outbreak into a political crisis. This time Tony Blair is chal- 
lenging the nus to embrace reform in return for the new money. 
But the sheer complexity of the nus, or the forces of conservatism 
~ inside it, mean that Mr Brown could still spend his extra £2 billion 
in the coming year without voters noticing the difference. 

Mr Brown’s second big gamble is his guess that there are more 
votes to be won next year from raising public spendingon popular 
causes such as health and éducation than from cutting taxes. This 
does not just turn one of the conventional wisdoms of British poli- 
tics since the 1980s upside down. Italso represents a decision toen- 
gage the Conservatives on a battlefield of their choosing, Having 
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share of votes fell by 26 percentage 
points compared with 1997. One 
cause of this was Labour's lamentable stewardship of Scotland’s 
new government. But larger British issues—such as the govern- 
ment’s perceived miserliness on pensions—-were also at play. 

So Mr Brown’s third gamble is his hope that all it takes to cure 
this internal malaise is a dose of cash for the nus. He and the prime 
minister deny that there is a choice to be made between Labour's 
“heartland” and Middle England. That is the old politics, they say, 
whose obsolescence is proved by this very budget, one that man- 
ages to boost enterprise and rescue the nus at the same time. The 
trouble is, a lot of heartlanders demur. They see no consolation, in 
a budget awash with e-aspirations, for workers such as those at 
Rover, victims of an exchange rate which New Labour’s new eco- 
nomics has put deliberately beyond the chancellor's control. And 
there are still plenty of unmodernised class warriors inside Labour 
who think the proper test of a Labour governmentis not only how 
much it helps “us” but also how much it hurts “them”. Such peo- 
ple will welcome the boost for the nus, but it may not be enough to 
rekindle their enthusiasm for campaigning, Labour will win the 
nextelection, but maybe not as handsomely as itexpects to. 
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As a leader in the global cement industry, 
CEMEX is helping to build the world's most 


innovative projects. Helping with an advanced 


fleet of trucks equipped with dashboard computers 


and global-positioning satellite technology which 
can deliver to building sites more efficiently. 
Helping with a 35,000 metric-ton floating silo 
which can store and supply cement wherever our 
customers need it. Helping because we can—as 
the largest trader and most efficient producer of 
cement on Earth. CEMEX is helping because 


where else would an expanding world turn when 
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From family affair to one-man show 


Growing pains 


O DISPEL any lingering pastoral illusions about 

present-day agriculture, take a trip to “hog 
heaven”. This ten-mile stretch of countryside north 
of Ames, lowa, produces almost a tenth of Amer- 
ica’s pork. But there is not an animal in sight. In mas- 
sive metal sheds, up to 4,000 sows at a time are 
reared for slaughter, their diets carefully monitored, 
their waste regularly siphoned away, their keepers 
showered and begowned, like surgeons, to avoid in- 
fecting the herd. 

Or pay a visit to the farms of the Mato Grosso in 
Brazil's south-west. Here one man’s soyabeans can 
stretch for 60,000 hectares, and a farmer can take a 
day to drive his combine down one length of a field 
and back again. Or wander round a giant green- 
house south of Amsterdam, where 280,000 rose 
bushes are tended by computer-controlled systems 
and just the occasional green thumb. 

Since the second world war, agriculture has be- 
come bigger, more intensive and more specialised, 
both in the developed and much of the developing 
world. It is one of the world’s largest industries, em- 
ploying 1.3 billion people and producing $1.3 trillion- 
worth of goods a year. World output of food per 
head has gone up by some 25% over the past 40 
years, even though land use has grown by only 10% 
and world population has increased by 90%. Food 
prices in real terms have fallen by two-fifths, so that 
rich consumers in America, for example, now spend 

| only 14% of their household income on food. 

A success story, then? Not altogether. Modern 
agriculture is now being shaped by many of the 
same technologies transforming other industries, 
but is also subject to unique political and economic 
constraints. It is expected to produce an abundance 
of cheap food, but at the same time take account of 
environmental concerns and look after rural land- 
scapes, the welfare of farmyard animals and the 
health of consumers. Farmers are supposed to re- 
spond to market forces, yet find themselves so insu- 
lated in some countries and so marginalised in oth- 
ers that they can scarcely manoeuvre. The current 
debate on genetically modified foods is merely a 
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symptom of far wider tensions. 

Agribusiness—a term coined by Ray Goldberg 
at Harvard Business School in the late 1950s—used to 
be an orderly chain of companies and institutions 
stretching from the supply of inputs, such as seeds, 
fertiliser and machinery, to food processors and re- 
tailers. Each link of the chain did most of its busi- 
ness with its neighbours on either side and had little 
contact with the rest. Family farmers were central to 
the system. They decided what to grow and where 
to sell it, taking the risk and reaping a fair portion of 
the reward. In 1950, the world’s agribusiness was 
worth $420 billion, and farmers added more than a 
third of the value. By 2028, the market could be 
worth $10 trillion, and Dr Goldberg reckons that 
farmers’ share of that will fall to 10%. 

Global competition and new technologies are 
forging new relationships within, end between, dif- 
ferent layers of agribusiness, transforming the in- 
dustry from a chain to a complex web. Farming in 
rich countries is slowly moving from a bulk-com- 
modity industry to “boutique agriculture” produc- 
ing highly specialised goods. As consumers become 
better informed and more demanding, companies 
are consolidating in pursuit of new efficiencies and 
economies of scale. The trend is most obvious at ei- 
ther end of the food chain: seeds and supermarkets. 


Seeds of trouble 


Since the development of hybrid crops in the 1920s, 
commercial farmers have bought their seeds from 
private firms, paying a premium for such desirable 
traits as consistent quality and high yield. Until the 
arrival of biotechnology, the world’s $20 billion 
commercial seed market was highly fragmented, 
but in the past four years it has been transformed by 
a series of large deals, most of them done by “life sci- 
ences” companies such as Aventis and DuPont. 
Their grand plan was to take the technologies 
that have transformed drug discovery and apply 
them to agriculture, creating new, “transgenic” plant 
varieties with traits that could not easily be engi- 
neered through conventional breeding. Such firms 





Farming is 
under pressure 
to produce more, 
but ñas less 
freedom than 
ever to do so. 
Shereen El Feki 
considers how it 
can rise to new 
expectations 
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controlled multi-million-dollar research budgets 
and held a number of promising patents, but they 
lacked access to the seeds to which to apply their 
specialist knowledge, and to the farmers who would 
plant them. So the life-sciences firms started buying 
seed companies in bulk, at extravagant premiums. 
The most prominent example was Monsanto, 
which in the space of a few years made $8.5 billion- 
worth of acquisitions and joint ventures, giving it a 
dominant presence in developed markets such as 
America and a foothold in such up-and-coming 
markets as India and Brazil. But smaller firms piled 
in too, such as Seminis, a Mexican company that ad- 
vanced from a bit player to a world leader in vege- 
table seeds in the 1990s. 

By 1998, this strategy looked like a winner. Vast 
swathes of the world’s prime grain regions were con- 
verting to the new seed varieties. Last year 33% of 
America’s maize and 55% of its cotton crop, and 90% 
of Argentina’s soyabeans, came from genetically en- 
gineered varieties, according to Clive James at the 
International Service for the Acquisition of Agri- 
biotech Applications. And companies such as Mon- 
santo, which relied heavily on ageing agrochemi- 
cals, were enjoying bumper sales, because many of 
the transgenic crops had been engineered for herbi- 
cide resistance. 

Despite the premium farmers had to pay for 
such genetically modified seed and despite having 
to promise not to replant it from their harvest, they, 
too, did well out of the new technology. According 
to a study by Greg Traxler and Jose Falck-Zepeda, of 
Auburn University in Alabama, gains from planting 
Bt cotton, genetically engineered to produce insecti- 
cides called Bacillus thuringiensis toxins, 
amounted to $200m in 1997, of which 42% went to 
farmers, 35% to Monsanto (which held the gene pat- 





In the bin 
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ent) and 7% to consumers. 

But that is not the end of the story. Companies 
have taken each other to court over patents and li- 
censing. Pressure groups such as Greenpeace, and 
public-sector agricultural institutions such as the 
United Nations’ and World Bank’s Consultative 
Group on International Agricultural Research, are 
worried that if intellectual-property rights are held 
by companies, access to technologies and products 
will become harder and costlier for the poor farm- 
ers they try to help. The big biotech firms came a 
cropper last year as consumers in Europe and Japan 
mounted an international boycott of genetically 
modified foods. And even American consumers, 
who until recently accepted such foods without 
much thought, are now starting to ask questions. 

Resistance on the high street has already regis- 
tered on Wall Street. Firms that dreamed of combin- 
ing pharmaceuticals and crops watched the value of 
their thriving drug businesses being dragged down 
by their agricultural interests. In the past six months 
Novartis and AstraZeneca have merged and hived 
off their seed and agrichemical divisions into a new 
subsidiary called Syngenta. Monsanto, which an- 
nounced plans to merge with a pharmaceutical 
company, Pharmacia & Upjohn, in December last 
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year, is widely expected to sell its agricultural divi- 
sion, as is American Home Products. Further 
consolidation is likely. 

Some firms will continue to benefit. Local seed 
companies will still be doing deals with biotechnol- 
ogy firms. Outfits such as Ceres, which churn out 
the basic stuff of genetic engineering—pNA se- 
quences—will prosper because their information 
can be used in less controversial, conventional 
breeding programmes. And those firms that can re- 
assure uneasy shareholders and keep their drug and 
agricultural divisions together may ultimately reap 
the promised synergies. But that could still be a long 
way off. 


Sales force 

Much of the pressure on agrochemical and seed 
companies has come from retailers, whose power to 
influence the agribusiness chain has grown along 
with their size. Their industry, too, has seen wide- 
spread mergers among supermarket chains, giving 
them more purchasing power and increasing their 
global reach. 

The supermarket sector is most concentrated in 
Europe, where, in Germany for example, five super- 
market chains control almost two-thirds of the mar- 
ket, according to Rabobank, a Dutch bank. Last year 
Wal-Mart, the world’s largest retailer, followed a 
foray into Germany with the $11 billion acquisition 
of Asda, a British supermarket chain. The merger of 
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Promodés and Carrefour, France’s wwo leading su- 
permarkets, created the world’s seccnd-largest food 
retail business. In America, supermarket consolida- 
tion was slow to start, but is now gaining ground. 

The bigger they get, the more leverage the retail- 
ers have over their suppliers, not just on price, but 
also on issues such as quality and timing of delivery. 
The retailers sit on a treasure trove of information 
about their customers, thanks to the product codes 
stuck on their merchandise that allow them to track 
their sales in real time. Food manufacturers need 
this detailed information to meet the retailers’ re- 
quirements, especially for own-brand lines, which 
are popular in Europe. And increasingly, supermar- 
kets make contracts direct with producers, cutting 
out the middlemen. 

Those middlemen—the ones who distribute the 
milk, pack the beef or collect the grain—are also 
consolidating, most obviously in America. Nearly 
four-fifths of all the cattle going for slaughter there 
are handled by only four firms. Likewise, four firms 
crush 80% of the soyabeans to make oil, and another 
four produce almost 50% of the broiler chickens. 
Firms such as Smithfield Foods and 1p are not ex- 
actly household names, but they control a critical 
step from production to consumption. 

At the same time these middlemen are them- 
selves becoming producers. Most chickens in the in- 
dustrialised world now come from integrated oper- 
ations, and the pork industry is moving in the same 





Trust or bust 


ONOCULTURES are much criti- 

cised by environmentalists for 
driving out biodiversity, replacing a rich 
mix of species with a single crop. Econo- 
mists, and farmers, fear much the same 
is happening in American agribusiness, 
as consolidation and vertical integration 
sweep the industry. But they have little 
confidence in the ability of existing regu- 
latory bodies, such as the Department 
of Justice or the Federal Trade Commis- 
sion (FTC), to prevent corporate mergers 
that put farmers and ranchers at a disad- 
vantage. 

This is a strange turn of events, says 
Jon Lauck, an antitrust expert at the 
University of Minnesota law school, be- 
cause American antitrust law has its 
roots in 19th-century farmers’ fears that 
a few big firms would dominate such ac- 
tivities as meat packing and sugar refin- 
ing. Those fears led to ground-breaking 
legislation such as the 1914 statute to set 
up the Frc. These instruments are 
widely used to break up monopolies in 
other industries, but many farmers 
reckon that today’s trustbusters have lit- 
tle interest in agriculture. 

If only, say companies such as Mon- 
santo, whose four-year spending spree 
on seed companies has kept it firmly in 
the justice department's sights. This has 
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not only cost the company its latest ac- 
quisition, Delta & Pine Land, but also 
saddled it with a $1 billion lawsuit in 
damages from the jilted firm. And the 
antitrust wagon rolls on. Late last year 
farmers and environmental activists 
filed a lawsuit charging Monsanto and 
nine other companies with abuse of li- 
censing agreements and intellectual- 
property rights in foisting expensive ge- 
netically engineered soyabeans and 
corn seed on farmers. Few believe the 
suit will succeed, because Monsanto's 
alleged monopoly arises from a per- 
fectly legal instrument, a patent. But it 
will prove an irritation to the firm for 
years to come. 


You’re on your own 


Antitrust regulators are diligent enough 
in scrutinising deals that may threaten 
consumers, but they pay little attention 
to the effects on those who sell to the 
new giants, says Neil Harl, an economist 
at lowa State University. He points to the 
acquisition of the grain-trading business 
of America’s Continental by its rival, 
Cargill, in 1999, giving the resulting giant 
control of 42% of America’s corn exports 
and a third of its soyabean shipments. 
Cargill argues that the deal is good for 
farmers, offering more of them better 


market access. The putative beneficia- 
ries are inclined to disagree. 

Some states have passed legislation 
to regulate corporate farming. One ex- 
ample is South Dakota, where a referen- 
dum in 1998 endorsed a law preventing 
corporate agribusiness from owning 
land or livestock in the state. That stat- 
ute is now being challenged by the 
packers’ trade body, the American Meat 
Institute. The institute is also fighting a 
law passed in Missouri last year that 
prohibits “discriminatory” pricing, pre- 
venting meat packers from giving pref- 
erential contracts to large producers 
over small ones. 

Several senators have tried to intro- 
duce federal legislation to control agri- 
business. Last year they managed to 
pass a law requiring “price disclosure”, 
forcing integrated agribusinesses to re- 
veal the cost of their supplies. A bill to 
force an 18-month moratorium on all 
mergers, acquisitions and marketing 
agreements was rejected by the Senate. 
But the Farmers and Ranchers Fair Com- 
petition Act of 2000, now wending its 
way through Congress, may have a bet- 
ter chance of survival. It too demands 
greater scrutiny of mergers and their ef- 
fect on small independent producers, 
imposing stiff fines for a variety of “anti- 
competitive” practices. Industry sees 
this as more featherbedding for farmers; 
the farmers reckon it’s only fair. 
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direction, squeezing out small producers and 
concentrating the business in certain regions. 
Vertical integration allows companies to 
match technological developments up- 
stream to consumer demand downstream. If, 
for example, a retailer wants pork with a cer- 
tain colour of fat, company geneticists can go 
to work on the pig. 

Integration also allows companies to 
control hygiene more rigorously at every 
point in the production process, and apply 
the growing list of standards imposed by 
governments and their new food-safety 
agencies. This is yet another demand flowing 
upstream from consumers, who are under- 
standably nervous about the quality of their 
increasingly industrialised food. Last year 
animal feed tainted with polychlorinated bi- 
phenyls and furans, some of the nastiest per- 
sistent organic pollutants known to man, 
was sold to 1,700 Belgian farmers and found 
its way into their chickens, pigs and cattle, 
losing the country’s farmers $600m in sales. 
Britain is still reeling from the effects of mad- 
cow disease, probably triggered by feeding 
tainted bone meal to cattle, which cost £3.5 
billion ($5.5 billion) in lost exports and culled herds. 


Sign on the dotted line 


One way in which a processor can control produc- 
tion is through explicit contracts with farmers. Such 
arrangements usually mean that the grower pro- 
vides land and labour, whereas the contractor sup- 
plies the seeds, chemicals or animals and makes 
many of the decisions. Such contracting is common 
in vegetable production and is growing in grain pro- 
duction too, driven by new technologies that are 
turning bulk commodities into tailor-made pro- 
ducts. The first generation of genetically modified 
crops had “agronomic” properties, such as herbicide 
resistance, that were useful to growers but held no 
obvious appeal for consumers. The next generation 
of high-tech crops, now on their way to market, 
have been manipulated to produce so-called “out- 
put traits” to benefit consumers directly. 

For example, biotechnology enthusiasts speak 
glowingly of the prospect of “nutraceuticals”— 
foods with all manner of enhanced nutritional, 
even medicinal, properties. A few of these, such as 
rice enhanced with vitamin a, are moving out of the 


laboratory, but progress is slow because of the sheer 
technical complexity of creating them, as well as 
consumer uneasiness about the whole idea of ge- 
netic modification. Some four-legged consumers, 
however, are already eating crops with enhanced 
output traits to boost their growth or reduce the 
waste they produce. 

Such crops are often grown under contract, and 
must be separated from other varieties during the 
trip from farm to consumer, because the benefits of 
their genetic enhancement will be felt only in their 
consumption. This is different from, say, insecticide- 
producing maize, whose benefits are confined to its 
cultivation. Such products are routinely mixed in 
with conventional ones in the vast handling sys- 
tems of commodity shippers such as Cargill and Ar- 
cher Daniels Midland. But many other types of 
crops, such as soyabeans for the Japanese market, 
are already kept separate, so segregating output- 
trait-modified grains should not prove much of a 
problem—provided that consumers will pay a pre- 
mium for the added value. 

Many farmers like contracting because it can 
pay well and helps them to reduce their risk. For 
young farmers without capital, it is a way into the 
business; for those in poor countries, it offers access 
to new techniques. But others fear falling in hock to 
a company that has both size and, increasingly, pat- 
ent protection on its side. And there is the offputting 
precedent of the chicken farmers, whose contracts 
tend to be nasty, brutish and short. 

In America there is pressure for legislation to of- 
fer farmers a fighting chance in the new food web 
(see box, previous page). New partnerships forming 
along the food chain, such as that between DuPont 
and General Mills, worry farmers. They foresee per- 
haps only half a dozen “food clusters” that will con- 
trol the passage of food from soil to supper. 

Yet even in the industrialised world’s fastest- 
moving markets, such as America or Australia, that 
degree of integration in agribusiness is still a long 
way off. In Europe and parts of Asia, where an un- 
derstanding of the domestic subsidy system is still 
more important than an appreciation of consumer 
tastes, progress is even slower. Modern agribusiness 
is not yet ready for the sort of just-in-time manufac- 
turing practised by Dell Computer, in which a signal 
from a customer triggers a new round of the produc- 
tion cycle. But that day is coming, and farmers are 
getting ready for it. 





Survival kits 


AMILY farmers around the world are far from 
happy. But then farmers always complain.What 

is new is that this time they have good reason to. 
Contrary to their staid image, farmers can be 
quite nimble when it comes to adopting new tech- 
nologies. The development of modern genetics owes 
much to breeders’ match-making over the centuries. 
But now farming is being flooded with biological in- 
formation and molecular tools, courtesy of modern 
medicine and its genomics revolution. All this is 
making new demands on the industry. It is under 
pressure to become more competitive, more envi- 


ronmentally friendly, and more responsive to con- 
sumers’ needs. 

In much of the rich world, large numbers of 
them are leaving the business altogether. Farming 
populations in France and Germany, for example, 
have fallen by more than half since 1978. The result 
has been fewer, larger and more productive farms. 
In the orcp as a whole, the number of farms has 
been declining by 1.5% a year, and farmers and their 
workers now make up only 8% of the labour force 
(see chart 2, next page). 

Among those who do not want to get out, many 
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are getting together in co-operatives again. This form 
of organisation goes back to the mid-19th century, 
when smallholders clubbed together to bundle their 
buying power for things like seeds, and to sell their 
produce en bloc. But in the more recent past co-ops 
fell out of fashion in America and Britain because of 
poor management and competition from the priv- 
ate sector. Now they are picking themselves up by 
becoming vertically integrated food-production-to- 
processing businesses, like their more powerful 
counterparts in continental Europe. Their advan- 
tage over private companies is that they can offer 
farmers a greater stake and a greater say in the busi- 
ness, harnessing their loyalty. 

Another way for farmers to thrive is to join the 
information age. Many farmers believe that their 
most valuable harvest may be the data they log 
from the land. Bill Horan, who farms 1,400 hectares 
(3,500 acres) of soyabeans and corm in northern 
lowa, is using a new toolkit called “precision agricul- 
ture” that enables him to collect masses of informa- 
tion about the state of his own fields. 

One key component of precision farming is digi- 
tal maps, generated by global-positioning-system 
(Gps) satellites, which can zoom in on a square mea- 
suring roughly two hectares. The second critical part 
of the kit is a “yield monitor”, a device fitted to a 
combine which measures the volume of grain as it 
comes off the field and correlates this with the Gps 
map to provide a yield for each square. Mr Horan 
also sends consultants into his fields to take soil 
samples, checking for nutrients. All this information 
is then integrated on a computer to provide a de- 
tailed profile of his land. 

In a perfect system, Mr Horan would be able to 
link yields in different parts of his fields to particular 
soil features. That would enable him to concentrate 
his use of chemicals where they were needed most, 
reducing his costs and helping him conform to regu- 
lations on their use. But alas, agriculture is not a neat 
science. Mr Horan and other users of the toolkit are 
finding that the soil features they thought would 
best predict yields simply do not correlate, so they 
do not know how to act on the information they 
have—much like a doctor who has diagnosed an ill- 
ness but is unsure how to treat it. 

Companies such as Case 1H, one of the world’s 
leading manufacturers of farm equipment, are keen 
to help the technology along to boost sales of their 
machinery. In conjunction with Cargill, the com- 
pany is running a pilot project with half a dozen 
farmers in America’s mid-west to quantify the bene- 
fits of precision agriculture. The technology does not 
come cheap—the basic precision package costs 
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about $10,000—and at a time when commodity 
prices are at record lows, farmers will need persuad- 
ing to move to the cutting edge. Mr Horan reckons 
that it is worth it. Consumers and processors may 
want to know, say, how much chemical was 
sprayed on a particular crop. The system enables 
him to tell them, plot by plot. 

Precision agriculture comes in many guises. 
Whereas the mid-western variety—all satellite-gen- 
erated maps, massive machines and computer 
monitors—is the stuff of nasa missions, new tech- 
nologies in horticulture look more at home in hospi- 
tals. Start-up firms in Israel and the Netherlands are 
trying to improve the efficiency of greenhouse agri- 
culture by using sensors linked to computers. For ex- 
ample, Phytech, a small company started by Rus- 
sian immigrant scientists near Tel Aviv, has 
developed the equivalent of a vital-signs monitor 
for plants. Leaves, stems and fruit are connected to 
devices that continuously sense things such as tissue 
temperature and swelling. This information is fed 
into automated control systems to regulate func- 
tions such as irrigation and atmospheric gas con- 
centrations so that the crop suffers no stress. 


Byte-sized harvest 

Another boost to farming may come from the In- 
ternet. Many family farmers feel cut off from the 
wealth of information being shared in new cor- 
porate alliances. The web offers them a way of be- 
coming connected to other points in the business. A 
number of websites have sprung up to provide 
them with news, agronomic advice and risk-man- 
agement tools, and web-based exchanges, such as 
Farms.com, allow them to bid for things like pesti- 
cides and fertilisers, and in turn find buyers for their 
products. 

The Internet also helps other businesses to target 
the farmers. When DuPont had difficulty finding 
growers for its new high-oil maize, it turned to 
E-Markets, an lowa e-commerce company, which 
delivered what DuPont needed within days. Now 
DuPont itself, along with other bricks-and-mortar 
companies such as John Deere, is joining with farm- 
ers’ co-operatives to create web-based exchanges 
and farm-management systems. 

Many are now predicting a bright future for 
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“agr-e-business”. Rabobank reckons that by 2003 up 
to 10% of the world’s $4 trillion market in agricultural 
goods will be traded online. But farmers in Europe, 
Latin America and Asia are still far less wired than 
those in North America and Israel, and many may 
still want to shake a real hand before they sign a con- 
tract. 


Finding a niche 

If technology cannot bring farmers closer to the 
market, then perhaps nostalgia can. Many consum- 
ers have a sentimental attachment to the coun- 
tryside and rural life that farmers could tap into. 
This is easier in some countries than others. In 
France, for instance, the sense of terroir—a feeling 
for the land—is more developed than, say, in Amer- 
ica. Frenchmen want to know where their food and 
drink—be it walnuts or wine—has come from. But 
even in France, these links are becoming harder to 
maintain as society turns increasingly urban. 

Some farmers believe that organic agriculture is 
the way to reconnect their industry to the con- 
sumer—and allow them to make a better living at 
the same time. In essence, organic farming eschews 
synthetic fertilisers and pesticides. 
Instead, it uses techniques such as 
crop rotation to maintain soil fertil- 
ity. In the West, however, organic 
farming is not so much a set of agri- 
cultural techniques as a social 
movement, embracing a range of at- 
titudes towards nature and rural 
life. Although so far it represents 
only a tiny fraction of total food 
sales, the world market in organic 
produce is growing steeply, and is 
expected to reach $20 billion this 
year (see chart 3). 

Consumers are turning to or- 
ganic food because they believe it to 
be tastier, as well as healthier both 
for themselves and for the environ- 
ment. But they buy on faith, much 
as they turn to alternative medicine. 
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As yet, there is little hard evidence that food grown 
under organic conditions is any healthier for the 
consumer than that produced by conventional agri- 
culture. Even so, some customers are willing to pay 
for their preference. In America, for example, or- 
ganic soyabeans are at least twice the price of con- 
ventional ones. According to Alastair Leake, project 
manager of cws Farms, one of Britain’s largest com- 
mercial organic operations, conversion to organic 
farming can pay off: in 1994-98, annual returns from 
organic wheat on cws Farms were more than double 
those on conventionally cultivated fields. However, 
that figure includes a hefty government subsidy. In 
continental European countries such payments are 
even more generous, encouraging farmers to convert 
in droves: on current trends, by 2010 almost 30% of 
Western Europe's farmland is likely to meet organic 
standards. 

Already the supermarkets are leaping on to the 
organic bandwagon. For the farmers, that is both a 
boon and a curse. They welcome the access to a 
wider market, and the lower distribution and mar- 
keting costs that come with it, but they are worried 
that the new popularity of organic food may dim 
some of its “counter-culture” appeal, as well as its 
profitability. Austria has already seen a drop in the 
premium price of organic milk. 

Another reason organic food is enjoying such a 
vogue is the opposition to genetically modified 
food, particularly in Europe and Japan. In Britain, a 
third of those who buy organic food say their main 
motive is to ensure that their purchases are Gm-free. 
GM is an unsettling exception to a rule that farmers 
have followed for generations: that early adopters of 
a new technology reap the greatest rewards. 

However, that will not stop farmers from trying 
other ways of putting biotechnology to profitable 
use. These will include vaccines from genetically 
modified potatoes, plastics spun from maize, and 
therapeutic proteins wrung from the milk of goats 
and cattle. But these will be niche markets, not 
mainstream pursuits. Farmers’ salvation does not lie 
at the bottom of a test tube. What they need most of 
all are sensible farm policies. 

_s 





A not-so-perfect market 


N AALSMEER, in the Netherlands, the full flower 

of global agriculture is on display, quite literally. 
Most mornings 18m blooms go on parade in an auc- 
tion that attracts 1,600 buyers, either on the spot or 
via the Internet. Most afternoons, 4m flowers and 
potted plants arrive by air from Israel, Kenya, Ecua- 
dor, South Africa and other foreign horticultural 
hotspots. Inside the world’s largest covered building, 
they are graded for quality, catalogued by computer 
and prepared for their moment of judgment. Once 
purchased, the flowers are whisked off to markets 
throughout the European Union, Japan and Amer- 
ica, all on the same day. 

This floral United Nations is an impressive sight, 
but as a rule global agricultural trade is far less fra- 
grant. Farming is one of the most distorted sectors of 
the world economy. Despite promises to liberalise, 
domestic support policies, import barriers and ex- 


port subsidies in many industrialised countries re- 
main formidable hurdles to the free flow of goods. 
This hurts farmers in the developing world as well as 
consumers in protected markets. It also makes farm- 
ers less responsive to changes in demand. Conflicts 
over new methods of agricultural production, from 
genetic modification to hormone treatment, add a 
further layer of complication. 


Charity begins at home 

Farming is full of curiosities, but none is more strik- 
ing than the disproportion between the size of the 
farming population and its political influence in 
rich countries. In North America and the £u, farmers 
make up less than 5% of the labour force and con- 
tribute less than 2% of cpr, yet they are able to wring 
remarkably generous levels of financial support out 
of their governments. This may be precisely because 
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there are so few of them: in absolute terms, the cost 
of dissuading French farmers from blockading Paris 
will be relatively small. Only a few industrial coun- 
tries, forming a loose organisation known as the 
Caims Group, have stripped their farmers of most 
of their subsidies. 

In 1998, OECD countries paid out $360 billion in 
agricultural support. The highest rates of support 
were paid to rice, milk and sugar producers, with the 
biggest generally getting the most. Some countries 
are far more generous than others (see chart 4). For 
much of the 1990s, domestic farm support in the in- 
dustrialised world was on the wane, but since 1998 it 
has ballooned in response to a collapse in commod- 
ity prices. For the past two years in America, Con- 
gress has approved a total of $15 billion-worth of 
emergency farm aid. Cynics note that this largesse 
happens to coincide with the run-up to presidential 
and congressional elections. 

Most of the money to cushion the farmers is 
stumped up by consumers, via government 
manipulation of domestic prices to boost farmers’ 
earnings. According to oecp calculations, consum- 
ers in the industrial world pay about a third more 
for their food than they would without government 
support for farmers. 

There is no doubt that agriculture is different 
from other industries, not only because its product, 
food, is so essential and so emotive, but also because 
it has the capacity to create, or destroy, a number of 
public goods, from ecological diversity to animal 
welfare to rural landscapes. The question is how to 
pay for these benefits. Some governments, notably 
in the eu and Japan, have argued that it is worth 
spending quite a lot of money to encourage farmers 
to maintain their “multifunctionality”. But indirect 
measures such as price supports are a crude and in- 
efficient way of achieving that. Better to acknowl- 
edge these aims openly and pay direct from gov- 
ernment budgets. 

Trading insults 

In 1998, $456 billion-worth of agricultural goods was 
traded across borders, three times more than 20 
years earlier. That seems an impressive growth rate, 
but trade in manufactured goods has grown three 
times as fast since the 1980s. Developing countries 
that have become trading successes, such as Thai- 
land and Brazil, now account for over a third of all 
agricultural exports. Clearly, developing countries 
have reason to worry if rich countries embrace do- 
mestic farm policies that bring down the price of 
their goods in export markets, and clearly they are 
keen to see barriers to their own exports removed. 
Pledges to reform were made in 1993, at the end of 
the most recent set of world trade talks, the Uruguay 
round, but much remains to be done. Tariffs on agri- 
cultural goods still run at an average of 40%, com- 
pared with well under 10% for manufactures, and 
import quotas remain tight. 

But it is not just a matter of tariffs. Another sore 
point is the subsidisation of exports—the support 
rich countries provide to make their agricultural sur- 
pluses competitive in export markets, thereby un- 
dercutting the price of home-grown goods in poor 
countries. Under the Uruguay round agreement, de- 
veloped countries committed themselves to reduc- 
ing their export subsidies by 36% of their 1986-88 
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value for most commodities by 2000. They have 
kept this promise, but have fallen down on others, 
and show little sign of making further concessions. 

The banana trade perfectly illustrates the need 
for more transparency and liberalisation. Bananas 
are the world’s most traded fruit. The eu imposes 
strict quotas and high tariffs on bananas from effi- 
cient producers in Latin America, while allowing 
free access to those from a handful of small African, 
Caribbean and Pacific countries. It claims it is pro- 
viding aid by giving growers from poor countries 
preferential access and good prices, but the wro dis- 
agrees, and has given its blessing to the imposition 
by America of $191m-worth of retaliatory measures. 
According to Brent Borrell of the Centre for Interna- 
tional Economics in Canberra, Australia, the policy 
has driven down demand in the eu and reduced 
prices in the rest of the world. 

Research by Kym Anderson, of the University of 
Adelaide, suggests that stripping such distortions 
from the orcp’s agricultural policies would boost 
global agricultural trade by more than half, making 
the orcp and the developing world $160 billion bet- 
ter off between them. On the other hand, interna- 
tional food prices would rise by up to 5% over a de- 
cade. That is an alarming prospect for countries 
concerned about the security of their food supplies, 
especially for the many countries in sub-Saharan 
Africa that import more food than they export. 
What if the price or supply of food were to see-saw 
wildly, causing mass hunger and riots in the streets? 
Do not worry, say many economists: freer trade will 
provide steadier food supplies, and may bring gains 
in other industries to help pay the bill. Besides, none 
of this will happen overnight. Under a mandate 
from the Uruguay round, agricultural talks have to 
start this year, but the latest wro meeting in Seattle 
last December, the successor to the Uruguay round, 
failed to launch a comprehensive new round. 

For any country determined to keep food im- 
ports out, science can be another handy tool. Under 
a section of the wro rules known as the Sanitary 
and Phytosanitary (srs) Agreement, a country is en- 
titled to restrict imports if they compromise human, 
animal or plant health. This covers things like in- 
sects, viruses or chemicals that may be imported 
along with foodstuffs. 

International standards in this area are set by 
bodies which the srs Agreement acknowledges as 
authorities, such as Codex Alimentarius, a joint 
body of the World Health Organisation and the 
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Food and Agriculture Organisation. But there is a 
fine line between protection and protectionism, and 
it is tempting for local producers to keep out foreign 
competition by invoking food safety or environ- 
mental concerns. The exporting country can dispute 
the claim, and if a wro panel rules that the restric- 
tions are not scientifically justified the importing 
country may face trade sanctions. 


Precautionary tales 
But what if the science is in dispute? This is what has 
happened in the long-running feud between Amer- 
ica and the eu over hormone-treated beef. The eu 
has imposed a ban on imports from America and 
Canada of beef from cows treated with hormones. 
The ev’s scientific advisory body on the issue claims 
that some of the hormones could cause cancer in 
consumers, whereas scientists at Codex Alimenta- 
rius say the levels found in American beef are safe. 
America has the wto’s approval to raise its tariffs on 
certain imports until the eu relents or proves its case. 
And what if the science is not conclusive, as in 
the argument over genetically modified foods? The 
Eu has prohibited imports of many varieties of Gm 
cereals and has put on hold the expansion of com- 
mercial plantings of genetically modified crops in 
some member states. It argues that there is insuffi- 
cient scientific evidence to conclude there is no risk 
to consumers from genetically modified foodstuffs, 
or to the environment from such crops. It has in- 
voked the “precautionary principle”, which is a 
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fancy term for a simple idea: better safe than sorry. 

But America, Canada and tina, which 
have a vested interest in the free flow of genetically 
modified foods, argue that, after four years of wide- 
spread cultivation, there are plenty of data to show 
that the technology poses no more risks to consum- 
ers or their countryside than conventionally bred 
crops. They have long opposed labelling, favoured 
by consumer groups, since it would single out Gm 
products on the basis of how they were produced, 
which wro rules frown upon. The two sides have 
now come a little closer to each other with the cre- 
ation in January of a “biosafety protocol”, laying 
down strict rules for exporters of GM products, in- 
cluding elaborate notification procedures. 

As yet, the wTo has no special body to advise on 
whether new provisions are needed for genetically 
modified food or old ones can be adapted, but creat- 
ing such a body would be a worthwhile investment. 
For the moment, genetically modified crops make 
up only a small fraction of global commodity pro- 
duction, but their derivatives find their way into 
countless processed foods, so the share of goods af- 
fected by trade barriers is much larger than the 
share of the total crop. And as more traits are intro- 
duced and more countries choose to plant the stuff, 
the International Service for the Acquisition of Agri- 
biotech Applications reckons that the market will 
increase fourfold to $8 billion by 2005. The contro- 
versy is set to grow too, but robust trade regulations 
should help mitigate some of the risks. 








Farming the garden 


HERE are few more powerful reminders of the 
fragility of human endeavour than a storm 
which sweeps away half a country. In October 1998, 
Hurricane Mitch roared through Honduras, Nicara- 
gua and Guatemala, taking with it 10,000 lives and 
$5.5 billion-worth of the region’s economy. Agricul- 


of Eden 


ture was hard hit, but not all farmers suffered in 
equal measure. “Conventional” farms using the in- 
dustrial model of chemical-intensive monoculture 
had 60-80% more soil erosion, crop damage and wa- 
ter loss than those that had practised “traditional” 
methods such as crop mixing, biological pest con- 
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trol, water conservation and agroforestry. 

Proof positive that agriculture defies nature at its 
peril? Not quite. Agriculture is inherently unnatural, 
tethering the land to a single purpose, but some 
forms are more unnatural than others. Since the sec- 
ond world war, agriculture in the developed world 
has become increasingly intensive, relying heavily 
on machines, chemicals, irrigation and selectively 
bred plants and animals to coax more output from 
each unit of land. This system has spread widely 
across the third of the world’s land given over to ag- 
riculture. It is the dominant model in North Amer- 
ica, Europe and Australia, and sits uncomfortably 
alongside traditional farming practices in sub-Saha- 
ran Africa, Asia and Latin America. The model has 
been remarkably successful in what it set out to do: 
to produce more abundant, less expensive food. But 
such productivity has come at a price, much of it 
paid for in four kinds of environmental damage: 
¢ Soil degradation. Almost two-thirds of all the 
world’s agricultural land is degraded to some degree, 
according to Stanley Wood at the International Food 
Policy Research Institute in Washington, pc. Its 
sorry state is due to compaction from running ma- 
chinery over it; water and wind erosion; and deple- 
tion of minerals and organic matter through over- 
planting and overgrazing. 

Salt, too, is building up through over-irrigation 

and poor soil drainage. Roughly 20% of the world’s 
irrigated land suffers from salinisation, which 
makes it less productive. The most dramatic evi- 
dence of the perils of excessive irrigation is the Aral 
Sea, where the water level has fallen by two-thirds 
over the past 40 years, causing large-scale environ- 
mental destruction and human misery. The recipi- 
ent of its watery wealth—an 8m-hectare expanse of 
irrigated cotton in Central Asia—is losing fertility 
because of growing salinisation. 
e Pollution. Although the use of synthetic fertiliser 
has declined in the developed world over the past 
decade, the world still spreads 135m tonnes a year, 
most of it in developing countries. The problem is 
not just how much is used, but how it is applied. 
Much of it runs off to contaminate aquifers, rivers 
and lakes. 

The use of pesticide is running at roughly 2.5m 
tonnes a year, more than double the figure 30 years 
ago. The use of a group of pesticides including aldrin 
and ppt, known as the “dirty dozen”, is restricted in 
many countries, but they are still liberally applied in 
parts of the developing world. Such persistent or- 
ganic pollutants both linger and concentrate 
throughout food chains, causing reproductive, 
developmental and immune-system problems in 
both man and beast. And resistance to chemical 
pesticides is growing among the organisms they are 
designed to kill. 

Nor is it just synthetic chemicals that are a pro- 
blem. Manure from intensive livestock rearing 
which makes its way into soil and water is just as da- 
maging. Just look at the algal blooms now choking 
America’s Chesapeake Bay, largely thanks to nitro- 
gen and phosphorus leaking into groundwater from 
farms in Delaware, Maryland and Virginia. Even or- 
ganic agriculture is less innocent than it looks. Al- 
though it does without synthetic pesticides and fer- 
tilisers, some of its “natural” alternatives, such as 
copper sulphate, can be equally harmful. 
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Gone with the wind 


e Water scarcity. Roughly 40% of the world’s food 
comes from the 5% of the agricultural land that is ir- 
rigated. But the water is running out. According to 
Sandra Postel, director of the Global Water Project 
based in Amherst, Massachusetts. water is being 
pumped out of the ground faster than it can be re- 
plenished, mainly because of the farmland thirst of 
America, North Africa and the Arabian Peninsula, 
as well as China and India. Much of this water is 
wasted through inefficient use, and agriculture is 
finding it increasingly difficult to compete with new 
urban and industrial demands. 

e Biodiversity loss. The rich mix of creatures that 
make up ecosystems is often irrevocably shaken up 
by intensive agriculture. According to the Food and 
Agriculture Organisation, at least 13m hectares of 
forest—providing control of watersheds and a 
repository of potentially useful industrial and me- 
dicinal compounds in plants, animals and micro- 
organisms—is lost to agriculture every year in de- 
veloping countries. 

Intensive monoculture also reduces genetic 
diversity. Some 7,000 crop species are available for 
cultivation, but 90% of the world’s food comes from 
only 30 of them. Breeding programmes for much of 
the past half-century have concentrated on high- 
yielding, pest-resistant, fast-growing crop varieties, 
which now dominate over half of all the land 
planted to rice, maize and wheat. The story is much 
the same in animal breeding, where over a sixth of 
the 3,800 breeds of domestic animal that existed a 
century ago have disappeared. This narrows the 
room for manoeuvre if disease 
strikes and different strains are | 
needed. 1970=100 


A quick fix 





ous consumption [6 | 
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The tension between agriculture 
and ecology shows up clearly in the 
current debate over transgenic 
crops. In 1999, about 40m hectares 
of genetically engineered crops 
were grown by a dozen countries, a 
44% increase on the previous year 
(see chart 7, next page). Most of the 
crops were bred to resist herbicides, 
such as Monsanto's Roundup, or to i i i 
produce insecticidal proteins, [1979 75 æ 
known as Bacillus thuringiensis, 








Sources: FAO; David Pimentel, Cornell University 
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Gene out of the bottle Global area of transgenic crops: [7] 


% of total, 1999 
United States 
71.9 


Argentina 16.8 


Canada 10 
China 0.75 


Others 0.55 








or Bt, toxins. Such genes are now found in a variety 
of commercial crops, such as soyabeans, maize, ca- 
nola (oil seed rape) and cotton, increasingly put to- 
gether in one plant. Their corporate purveyors 
promised higher yields with better pest control and 
lower expenditure on chemicals. 

The technology has yet to deliver on all its prom- 
ises, but has provided enough benefit to keep farm- 
ers planting. Four years after their launch, these 
crops have been taken up by farmers far more rap- 
idly than the previous wonder, hybrid corn. 
Whether the inbuilt chemical protection of such ge- 
netically modified crops has reduced the use of pes- 
ticide is highly contested. A new study by Leonard 
Gianessi and Janet Carpenter at the National Centre 
for Food and Agricultural Policy in Washington, pc, 
seems to bear out both the hopes of farmers and the 
fears of environmentialists. It finds that in 13 Ameri- 


can states that have been growing transgenic soya- 
beans, herbicide applications per acre have fallen by 
9%, but 14% more herbicide is being used in total be- 
cause acreages have expanded as well. And genetic 
modification has not increased yields. 
“Post-emergence” herbicides such as Roundup, 
also known as glyphosate, work by killing all the 
plants in the field, both weeds and crop: the point of 
the genetic modification is to make the crop plants 
resistant to the chemical. This should eliminate the 
need for tillage, thus reducing mechanical damage 
to the soil. Gordon Wassenaar, who has been grow- 
ing soyabeans in Iowa since the 1950s and remem- 
bers the bad old days of the highly toxic pestkiller 
DDT, is puzzled by the objections to Gm crops. Like 
other farmers, he finds glyphosate much safer. “It 
beats me how to please these environmentalists. As 
soon as we meet one bar, another goes up.” 
Ecologists such as Margaret Mellon at the Union 
of Concerned Scientists worry that genetic modifi- 
cation not only perpetuates the problems of inten- 
sive agriculture but also adds new ones. They fret 
about the dominance of one “broad-spectrum” her- 
bicide that both reduces the biodiversity in a field 
by killing all the plants and causes a few hardy 
weeds to develop resistance. They also fear, not un- 
reasonably, that the added gene might be trans- 
ferred from the crop plant to relatives in the field. 
American maize farmers like Bt plants, crediting 
them with keeping levels of their chief pest, the 
European com borer, so low as to benefit both Gm 











Cultivating carbon 


ELCHING tractors, farting cows, de- 

caying rice paddies and burning 
fields make agriculture a culprit in 
greenhouse-gas production: according to 
the ogc, farming accounts for over 8% 
of all the methane, nitrous oxide and 
carbon dioxide released (see chart 8). Al- 
though scientists dispute whether such 
gases contribute to global warming, 
many of the world’s major polluters, 
such as America, Japan and the eu, have 
pledged to reduce their emissions. 

There are two ways to reduce levels 
of greenhouse gases in the atmosphere: 
produce less, or tie up more of it. Like 
other industries, agriculture can cut 
down on production of the gases by us- 
ing less nitrogen fertiliser, reeycling ma- 
nure or using biomass instead of fossil 
fuels for energy. But unlike other indus- 
tries, farming can also trap greenhouse 
gases away from the air. 

Plants pull carbon dioxide from the 
air to use in photosynthesis, transform- 
ing it into solid tissue and organic matter 
in the soil. But once the crop is harvested 
and its remains are ploughed into the 
ground, this carbon is released. One way 
to retain it is to stop cultivating alto- 
gether, turning the farmland over to for- 
est or grass. Another is to do as little 


ploughing as possible, leaving crop resi- 
dues on the ground. 

The best way to encourage such 
practices is to get someone else to bear 
the cost. One idea is to persuade green- 
house-gas producers to offset their emis- 
sions by paying farmers to sequester car- 
bon for them, creating a market to allow 
buyers and sellers to trade in such car- 
bon indulgences. The first step towards 
creating such an exchange was taken 
late last year with the purchase of 6m 


Under a cloud 
Emissions of agricultural 
gases, CO2 equivalent, m tonnes, 1995-97 
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carbon-emission reduction credits, or 
cERCS, by a consortium of ten Canadian 
regional power utilities. 

The immediate beneficiaries of this 
deal are 100 Iowan farmers who will be 
paid up to $3 an acre to sequester car- 
bon dioxide, methane and nitrous oxide. 
Steve Griffin of couest Limited, one of 
three American firms that helped broker 
the deal, reckons that the state’s farmers 
could earn as much as $100m even in 
their first year of carbon sequestration; 
across the country, agriculture could de- 
liver up to one-third of America’s prom- 
ised greenhouse-gas reductions. If the 
idea worked, it could be a much cheaper 
way of controlling emissions than forc- 
ing electrical utilities to reduce their out- 
put. It would also enrich the land, in 
America and elsewhere. 

The brokers of the Iowa deal hope to 
expand the business to include an In- 
ternet auction, and are negotiating not 
just with utilities, but with a wide range 
of other firms too, not least car manu- 
facturers who want to appear more 
“eco-friendly”. But the science of cor- 
relating particular agricultural practices 
with quantities of greenhouse gases is as 
yet far from precise. And “planting car- 
bon” is not an easy concept to grasp: Mr 
Griffin has farmers asking him what sort 
of header they should put on their com- 
bines to harvest the stuff. 
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and unmodified varieties. But such transgenic crops 
are even more troubling to environmentalists who 
fear they will also make pests more resistant. Last 
year, the news that pollen containing one of the Bt 
genes can stunt or kill Monarch caterpillars enraged 
butterfly enthusiasts around the world. The equally 
lethal effects on green lacewings got much less pub- 
licity, yet these insects do a useful job by feeding on 
the corn borer. Researchers have also shown that Bt 
toxins of the sort produced by the transgenic plants 
stay in the ground longer than expected, and may 
kill local insects and soil organisms. But these experi- 
ments were carried out in the laboratory. Real-life 
results are less alarming, but more tests are needed. 

Some of agriculture’s most serious environmen- 
tal problems—such as lack of water—can be eased 
with technical solutions. Parched countries like Is- 
rael have mastered a number of neat tricks—such as 
using a continuous drip of salt or waste water—to 
make crops grow better. But how to encourage oth- 
ers to adopt such practices? 

Most countries have relied on a mixture of regu- 
lation and prohibition to deal with environmental 
offences, such as taxing pesticides, penalising the 
discharge of manure and removing fertiliser subsi- 
dies. Both the European Union and America make 
direct payments to promote the use of less intrusive 
forms of cultivation and the setting aside of land. 
This is designed to cut production but has welcome 
environmental side-effects. On the whole, however, 
carrots for good ecological behaviour are less com- 
mon than sticks for bad. 

An exception is water marketing. Irrigation wa- 
ter is rarely priced at its real value, but without a 
price tag it is often wasted. In Chile, Mexico and 
California, however, farmers are able to trade “wa- 
ter rights”—allocated by the state—to those in need, 
such as industry. This seems to encourage farmers to 
invest in water-saving technologies so they can sell 
some of their rights, rather than quit altogether. 


Having it all 

Many ecologists, not content with improvements in 
conventional farming, would like to see completely 
new ways of farming adopted. Or, rather, old ways, 
going back to the traditions of half a century ago, 
when yields in the industrialised West depended 
more on nature and labour, and less on artificial 
aids. A mix of crops, trees and ground cover, rather 
than monocultures, helped buffer pest infestations 
and severe weather. Nutrients were recycled from 
livestock to crops. Nitrogen was introduced into the 
soil by rotating the main field crops with pulses. Ro- 
tation also helped keep down insects, weeds and 
diseases by breaking their life cycles. This kind of 


AGRICULTURE AND TECHNOLOGY SURVEY 13 








Precious liquid 


farming caused less environmenzal degradation 
than today’s intensive, highly specialised agricul- 
ture, which produces much higher yields but may 
prove hard to sustain in the long term. 

Those who advocate going back to agriculture’s 
roots argue that their approach—known as agro- 
ecology—is just as scientific as the latest Gm technol- 
ogy, because it relies on a detailed understanding of 
the complex interactions between soil, water, plants 
and animals. Miguel Altieri, an agro-ecologist at the 
University of California at Berkeley, points out that 
this is not the same as much of modern organic agri- 
culture, which still largely relies on monoculture. 

But in a world of industrialised farming, agro- 
ecology is hard to put into practice. if only because 
of the vested interests of agribusiness. One com- 
pany that is easing itself towards encouraging this 
kind of agriculture is Unilever. For the past two years 
the Anglo-Dutch giant has been running pilot pro- 
jects with growers to spread expertise around the 
world. It has found, for example, that natural forest 
left among its Kenyan tea plantations harbours in- 
sects that keep nasty bugs in check and acts as a 
windbreak, as well as providing fuel for the locals. 
This technique is now being passed on to the firm’s 
plantations in India. Producers venturing into agro- 
ecology hope that it will lower their costs in the long 
run. But conversion is expensive, and although con- 
sumers say they want “clean, green and pristine” ag- 
riculture, they are not always willing to pay a higher 
price for it. 





Biting the silver bullet 


N A village in Tulang Bawang, on the Indonesian 

island of Sumatra, 25 farmers have gathered in a 
rice field. They have their eyes to the ground, not 
planting or harvesting, but studying the ecosystem 
at their feet. They are learning to compare fields un- 
der conventional cultivation, using synthetic pesti- 
cides, with those under integrated pest manage- 
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ment (1PM), which uses biological means to establish 
a balance between beneficial and harmful bugs. 1pm 
usually performs better in terms of cost and yield. 
Farmers come away from their training with an un- 
derstanding of a more sustainable and environmen- 
tally sound way of keeping their pests down. 

But equally important, according to Peter Ken- 





Poor countries 
need to boost their 
agriculture through 
new thinking, not 
just new gadgets 
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more, head of the 1pm programme at the Food and 
Agriculture Organisation, they acquire new skills to 
share information with each other, and a new lan- 
guage to tell researchers and policymakers what 
they need. Such field schools for farmers have 
sprung up across Africa and Latin America, offering 
their students home-grown ways of dealing with lo- 
cal problems such as water shortages, soil erosion 
and poorly performing plant varieties. 

“Science”, wrote Thomas Jefferson, “never ap- 
pears so beautiful nor any use of it so engaging as 
those of agriculture and domestic economy.” In Jef- 
ferson’s day, as now, agriculture was caught up ina 
technological revolution. The beginning of the 19th 
century saw a rush of mechanical inventions that 
transformed farming in the West. More recent inno- 
vations produced higher-yielding crops, chemical 
herbicides, insecticides, fungicides and fertilisers 
that were put to good use in the Green Revolution of 
the 1960s and 70s, doubling wheat yields in India 
and boosting Chinese rice harvests by two-thirds 
between 1970 and 1995. And now there is biotech- 
nology, which many predict will revive flagging har- 
vests and offer a new cornucopia of plants and ani- 
mals to help feed the poor. 

The Green Revolution’s toolkit probably saved 
more than a billion people from starvation. For 30 
years it was feted as a great success. However, the 
way it was implemented in some countries caused 
not only considerable environmental damage but 
also social upheaval as large numbers of peasant 
farmers—most of them women—found themselves 
replaced by the contents of a bottle. And the gains 
are tailing off: cereal yields in Asia, for example, are 
now increasing at only two-thirds the rate seen in 
the 1970s. Meanwhile, many developing countries’ 
populations are still growing rapidly, and little 
prime land, and even less water, is left to expand the 
area under cultivation. If biotechnology is to achieve 


ye = 


what Gordon Conway, head of the Rockefeller 
Foundation, calls “a doubly green revolution”, it 
must offer more than a technical fix: it must help 
poor farmers make better use of the tools they have. 

According to the Food and Agriculture Orga- 
nisation, 830m people in the world are underfed. 
And yet the world’s grain cupboard is comfortably 
full, with 18% more cereals in stock than are con- 
sumed in a year, and the world price of grain has 
fallen steeply since the mid-1990s. Almost four- 
fifths of the hungry live in rural areas and depend 
on agriculture to make a living. Simply shipping the 
surpluses of regions such as North America and the 
Eu to starving countries is not a solution. Not only 
do such imports tend to get stuck in urban centres, 
rarely reaching rural areas, but subsidies also often 
make them so cheap that they undercut local sup- 
plies.To improve poor farmers’ prospects, it is essen- 
tial to boost their productivity beyond subsistence, 
so they have something left over to sell, as well as 
markets to sell it in. The question is how to do it. 

Better domestic policy would be a start. No- 
where is this more pressing than in sub-Saharan Af- 
rica, where agriculture accounts for more than half 
of Gpr and two-thirds of the workforce. Thirty years 
ago many African countries had active “anti-agri- 
cultural” policies, taxing farm exports to finance 
poorly performing industrial firms, and allowing 
state monopsonies to gouge producers. Now the 
damage is done mainly through neglect: failing to in- 
vest in rural infrastructure to provide access to mar- 
kets, or in agricultural research to develop technol- 
ogies and native crops suited to local conditions, 
such as sorghum. As a result, Africa now accounts 
for a quarter of the world’s famished. 

This failure is clear in Zimbabwe, where the old 
world of input-intensive agriculture is being upset 
by aips. The disease is killing off male migrant agri- 
cultural workers, leaving widows on tiny home- 
steads who lack access to the networks of contacts 
that provided the men with credit and chemicals. 
The land that is still farmed by these women is los- 
ing its fertility, because artificial fertilisers are out of 
reach and manure-producing livestock has been 
sold off to pay for food. However, with the help of 
both local and foreign NGos, some of the women in 
the Zambezi Valley are now turning to organic cot- 
ton, which commands a premium on the export 
market precisely because it has not been treated 
with synthetic chemicals. 

Whereas much of Africa would benefit from 
better access to the technologies of the Green Revo- 
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No cornucopia 
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lution, the most fertile parts of Asia might be able to 
exploit new GM crops to boost yields. But not the 
sort of transgenics currently on parade in the indus- 
trial world. Sticking a Bt gene in rice and expecting it 
to solve the problem of insect predation is a “silver- 
bullet” approach to a highly complex ecological pro- 
blem. More useful are plants bred to be better at ex- 
tracting nutrients from the ground or tolerating sa- 
linity, making more effective use of existing land 
and bringing new land into cultivation. Some re- 
searchers see the future of biotechnology in provid- 
ing tools to help poor farmers deal with local pro- 
blems without becoming heavily dependent on 
foreign inputs. 

One such possibility is apomixis, essentially the 
reverse of the infamous “terminator” technology 
which promised to induce reproductive sterility in 
seeds. Apomixis, however, is a trick done naturally 
by a handful of plants in which, in effect, they clone 
themselves, creating seeds that are genetically iden- 
tical to their parent. If staple crops, such as maize, 
could be coaxed into apomixis, this would be a 
boon to poor farmers who save seed to plant year 
after year, and watch its vigour dwindle. A few re- 
search institutes around the world are working on 
apomixis, trying to find molecular switches to turn 
on this potential lying dormant in plants. 


Limits to growth 

Of course biotechnology is more than genetic engi- 
neering; many of its tools, such as tissue culture and 
DNA sequencing, are already helping scientists in 
many parts of the world to push ahead with ambi- 
tious programmes for improving plant and animal 
varieties. Animal products account for 40% of the 
value of agricultural output in the world as a whole, 
but for a much higher proportion in developing 
countries, where they provide not only food, but 
draught power, fertiliser, fuel and tradable credits. 
Molecular genetics, for example, can enhance con- 
ventional breeding programmes, boosting the dis- 
ease resistance of livestock in difficult conditions. 
Cloning too, although controversial, could help pre- 
serve animal diversity rather than reduce it, by al- 
lowing single cells to be stored for future reproduc- 
tion (instead of the messy and unreliable business of 
semen collection and artificial insemination). 

But there is a big gulf between what biotechnol- 
ogy can do in principle and how, in the developing 
world, it will be used in practice. The first is regula- 
tion. It is hard enough for rich countries to work out 
how to assess the risk and control the production of 
genetically enhanced crops, let alone poor ones that 
entirely lack the necessary regulatory framework. To 
avoid the unintended ecological fallout of the Green 
Revolution, they need to proceed with caution. 

The second obstacle is intellectual-property 
rights. The fruits of the Green Revolution emerged 
almost entirely from public-sector laboratories and 
national breeding programmes, allowing easy ac- 
cess for users. New biotechnologies are different. Al- 
though much of the basic science has come from 
universities, the commercial development has been 
done by private companies that have shielded their 
multi-million dollar investment with patents. 

Farmers must pay “technology fees” to the firms 
to use their genetically enhanced seeds. Research in- 
stitutions that want to use some of these proprietary 
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genes or technologies get caught in a web of patents 
and cross-licensing arrangements between firms 
and universities, paying costly royalties or being de- 
nied access altogether. Such public institutions are 
already strapped for cash. Investment in public- 
sector agricultural research and development has 
stalled in recent years. According to a study by 
Philip Pardey at the International Food Policy Re- 
search Institute and Julian Alston at the University 
of California at Davis, more than half the agricul- 
tural rap in both America and Britain is done by 
private companies, whose spending is growing at 
twice the rate as the public sector’s. 

Foreign aid for agriculture has fallen by half 
since 1986. Donors such as the German government 
have slashed their funding for the Consultative 
Group on Intemational Agricultural Research 
(cG1ar), and others are strictly earmarking their 
funds. This makes it difficult for the cG1ar’s 16 inter- 
national centres, once at the heart of the Green 
Revolution, to serve poor farmers. 

Some are looking for new relations between the 
public and private sector to ease the exchange of 
seeds, machinery and other tools. Agriculture has a 
model in its wealthier cousin, health care. Just as 
large biotechnology firms are unenthusiastic about 
developing drugs for poor-country diseases such as 
sleeping sickness, so they are reluctant to use their 
technologies to improve staples such as cassava, 
yam or sorghum that feed millions in the poor 
world but offer few opportunities for making 
money. Public agricultural organisations, such as the 
CGIAR, have a lot to bring to these partnerships, 
such as custodianship of the world’s largest col- 
letion of seed varieties, as well as access to poor 
farmers—a future market for companies. A few 
deals have been struck: last year, Monsanto agreed 
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What Green Revolution? 


to make its virus-resistance gene for potatoes avail- 
able to public-sector breeders in Mexico for poor 
upland farmers, while continuing to sell its own GM 
seed to commercial farmers. But more are needed. 
Getting hold of the technology is one thing; get- 
ting it into the field is quite another. In many poor 
countries, the national extension services that take 
new seeds and techniques from the public sector 
out to farmers are so run down that they often miss 
those most in need. They require more money and 
manpower. Agricultural innovation cannot flourish 
without strong institutions to deliver the goods. 
s 
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A wide-open field 


Y 2020, the world is expected to have another 1.5 

billion people to feed, most of them in the teem- 
ing cities of the developing world. According to the 
International Food Policy Research Institute, the 
world’s farmers will have to produce 39% more grain 
just to fill all those extra stomachs. Moreover, rising 
incomes in the developing countries will double 
their populations’ appetite for meat. All this addi- 
tional food will have to come from the same 
amount of land, using even less water than before. 
Time and again, farming has invented its way out of 
crisis. But, as this survey has argued, such productiv- 
ity has come at a price—in terms of damage to the 
environment and disquiet over food safety—that is 
making consumers increasingly uncomfortable, So 
the question is not so much, “Will agriculture de- 
liver?” but, “How?” 

There are some bright spots on the horizon. 
Commodity prices, say orcD forecasters, are set to 
rise as Asia pulls out of its economic crisis and re- 
cord food stocks are run down. Higher prices may 
be bad news for many people, but they are good 
news for farmers, especially if protectionist coun- 
tries lower their trade barriers in the new round of 
world agricultural trade talks. Rich or poor, farmers 
want as big a market as possible for their produce. 
Some regions, such as Eastern Europe and the for- 
mer Soviet Union, whose agricultural infrastructure 
collapsed along with communism a decade ago, will 
not become breadbaskets overnight, but the insti- 
tute believes that by 2020 their cereal exports will 
exceed the eu’s. India is poised to become one of the 
world’s main dairy exporters. China, whose grow- 
ing cereal imports a few years ago caused worry to 
some, is now believed to have enough farming po- 
tential to feed its population, and even produce sur- 
pluses for export. 

But there are plenty of shadows too, in both the 








Plenty for all, but at what price? 


rich and the poor world. In sub-Saharan Africa, for 
example, productivity is in free fall, and there is little 
political will or money for investment to boost poor 
farmers’ prospects. China and other countries will 
still cling to growing crops they are ill-suited to pro- 
duce, in pursuit of food self-sufficiency or export 
earnings. The conflict over GM crops is pitting the de- 
fenders of technology against the champions of na- 
ture as if there were only one way of making agricul- 
ture more productive and more sustainable on a 
global scale. This is clearly a nonsense. Different cir- 
cumstances will require a combination of different 
tools: in farming, there is no “one-size-fits-all”. 


As old as the hills 


To rise to these challenges, agriculture needs all the 
bright ideas and new talent it can get. Inevitably, 
though, as the industry is shedding labour it is be- 
coming an old man’s game in many parts of the 
world. The average farmer in lowa, for instance, is 52 
years old. M.S. Swaminathan, a pioneer of India’s 
Green Revolution, thinks that agriculture is simply 
not exciting enough to keep the young down on the 
farm when they have seen dot.com. 

Farming, however, keeps its light under a 
bushel. New technologies, improvements in in- 
formation exchange and corporate restructuring are 
bringing as much change to agriculture as to other, 
apparently more exciting industries. Perhaps bio- 
technology and Internet-based opportunities might 
lure the brightest back to agriculture, but in most 
countries domestic policy and international trade 
between them impose so many constraints that 
farming is not an appealing prospect, even for those 
whose families have been in it for generations. 
Where there is freedom to run the business without 
too many restrictions, the young flock to agriculture, 
as in Mato Grosso and Goias, the “frontier” states of 
central Brazil, where 75m acres are up for grabs. The 
new agricultural entrepreneurs there include young 
Americans and other foreigners, attracted by low 
land prices and less official interference than they 
would meet back home. 

Farmers are used to getting handouts, be they 
subsidies in the rich world or technology packages 
in poor countries. But solutions imposed by cor- 
porate head offices or government ministries rarely 
work. What the farmers want, and what their indus- 
try needs, is a way of hamessing their experience 
and initiative to come up with local solutions. It 
need not be anything fancy. For example, a few 
years ago Mongolian herders were having problems 
with their cattle mating too early and producing 
calves in the wrong season. Foreign-aid agencies 
suggested artificial insemination. But semen turned 
out to be hard to collect, and even harder to keep 
alive in transit across the region’s vast windswept 
plains. The answer came from farming practice else- 
where: forked sticks around the bulls’ necks to keep 
them off the females until the time was right. Inno- 
vation can take many forms; agriculture cannot af- 
ford to ignore any of them. 

m 
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. Despite Seattle: 








liberalization is good 


for financial system 





: While most industrial countries have thrown their financial ser- 
: vices markets open to international competition, market access 







_is blocked by serious obstacles in many emerging economies, 
aven though it is evident that a more liberal approach would 
strengthen their financial systems. Foreign banks bring expertise 
with them and ensure greater efficiency. It is in the interest of 
‘the emerging economies, therefore, that the WTO negotiations 


on services begin as soon as possible, despite the breakdown 


in Seattle. 





international presence: 
Almaty, Amsterdam, Antwerp, 
1 Atlanta, Bangkok, Barcelona, 
Beijing, Beirut, Bratislava, 
Brno, Brussels, Bucharest, 


Budapest, Buenos Aires, Cairo, 


“ Caracas, Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 

©. Gibraltar, Grand Cayman, 

>. Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, Laxem- 
“bourg, Madrid, Manama, 

Mexico City, Mumbai, Milan, 

“Minsk, Moscow, New York; 
Novosibirsk, Paris; Prague, 
Rio de Janeiro, San Francisco, 
Sao Paulo, Seoul, Shanghai, 

=  Sitigapore, St Petersburg, 

o Sydney, Taipei, Tashkent, 

ooo Tehran, Tokyo, Toronto, 

Warsaw, Zagreb, Zurich. 





THE AGENDA of the Uruguay 
Round sets the current year for 
the start of negotiations to 
achieve further liberalization of 
international trade in services. 
This seems quite reasonable as 
trade in services is registering 
high growth rates worldwide. 
What is more, financial services 
play a key role in economic 
development. Although these 
were integrated into the Gen- 
eral Agreement on Trade in 
Services (GATS) at end-1997, 
foreign banks still tend to be 
excluded from the markets for 
such services in many emerging 
economies. Frequently, they are 
not permitted to open outlets 
which offer the full product 
range, including commercial 
loans, asset management and 
investment banking. 


COMMERZBANK 





tations should focus onthe 


benefits for countries. which 
open up their markets. Foreign 
banks ensure that a broader 
array of modern financial prod- 
ucts are available at more 
attractive prices in emerging 
economies, For domestic com- 
panies, they bring lower fund- 
ing costs and more opportuni- 
ties to diversify, while thanks to 
the pressure of competition, 
domestic institutions are com- 
pelled to operate more effi- 


: ated, as domestic banks will 






this fear eems exagger: 


retain the advantage of being 
more attuned to local con- 
ditions even after the market is 
opened up: Where the banks are 
very weak, however, a case may 
be made for introducing liberal- 
ization gradually. What.is more, 
acountry admitting banks from 
outside does not automatically 
have to remove all capital -con- 
trols. A temporary restriction of 
short-term capital inflows is not 
per se incompatible with a lib- 


Dynamic growth of trade in commercial services 


for selected regions, annual growth of aoe in %, 1990- 98 

















ciently. At the same time, 
though, the presence of inter- 
national banks helps to attract 
a steady inflow of high-quality 
expertise. Last but not least, 
countries adopting a liberal 
trade regime find that the con- 
ditions for institutional reform 
are improved. 


ALL OF THIS helps make finan- 
cial markets more stable. For 
wherever access to them has 
been relatively difficult, market 
criteria have often been ignored 
when loans. were granted and 
the accounting of many bor- 
rowers lacked transparency. 
Countries in this group were 
hard hit by the 1997/98 financial 
crisis. 


It 1S OFTEN. CLAIMED that 
foreign banks will dominate 
the more profitable segments of 
the home market. But in many 





eral trade regime in financial 
services. At all events, given a 
stable macroeconomic and regu- 
latory environment, the positive 
effects of market liberalization 
predominate. 


ON BALANCE, therefore, it is 
in the emerging countries’ own 
interest to strengthen their in- 
stitutions and permit more com- 
petition from foreign banks in 
their financial services markets. 
This is the recipe for a more ef- 
ficient financial sector and will 
ultimately lead to higher econ- 
omic growth. 


For more information about 
Commerzbank’s broad scope of 
research capabilities and financial 
services, just contact the bank's 
head office in Frankfurt, Germany. 
Fax +4969 136-2 9805 
volkswirtschaft@commerzbank.com 


www.commerzbank.com 














BUSINESS 


Wanted: two million barrels 


With oil prices sky-high, the OPEC cartel appears once more to be in firm 
control of oil markets. Appearances deceive Ne 


IL has become a volatile substance. The 

world is producing about 75m barrels a 
day (b/d) of the stuff; it is consuming about 
77m b/d. Sustained over a year, such a slim 
difference, less than the consumption of 
South Korea, has trebled oil prices, to around 
$30 a barrel. Nobody likes it that way. Pro- 
ducers and consumers alike speak of their 
desire for stable oil prices. Yet only in times of 
war or revolution has the price been wilder. 

Which is one reason why, as opec gath- 
ers for its annual meeting in Vienna on 
March 27th, the hardest question is what will 
happen next. Against all expectations, OPEC 
holds most of the cards. Low oil prices nearly 
bankrupted many producers two years ago, 
as the revenues of the producers’ cartel 
plunged by more than $50 billion in 1998. 
Then, with the collusion of Mexico and Nor- 
way, neither of them members of OPEC, 
Saudi Arabia arranged a concerted round of 
production cuts. These are up for review in 
Vienna. Although there is every sign that the 
producers will agree to some rise in output, 
only last-minute wrangling will decide ex- 
actly how much extra oil is produced and 
when. And much hangs on those devilish 
details. 

The uncertainty arises not just because 
the cartel is secretive, and its members are 
unruly. The real wild card is inscrutable 
Saudi Arabia, which, with 2m-3m b/d of 
spare capacity, half of the orec total, domi- 
nates the cartel. Though it might seem that 
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the current bonanza 
should have made life 
easy for the world’s big- 
gest oil producer, strato- 
spheric oil prices have actu- 
ally put the Saudis in an 
uncomfortable position. 
They are caught between 
forces tugging in opposite di- 
rections. From outside the car- Z 
tel, consumers are clamouring PA 


for lower prices. Within it, 
members want high prices. 
Volatile faction 


The pressure from consuming countries to 
raise output, so as to bring prices down 
quickly, is strong. The shortfall has greatly 
depleted global oil stocks (see charts). The In- 
ternational Energy Agency (IEA), a quasi- 
governmental body representing consum- 
ing economies, reckons that orec must in- 
crease production by 2.3m b/d if oil stocks 
are to return to the average level of 1990-96. If 
not, say analysts, prices could goeven higher. 

The reason for alarm is that high oil 
prices inflict pain on consuming economies 
in so many nasty ways, ranging from higher 
inflation to deteriorating terms of trade anda 
decline in international competitiveness. 
The United States, which is the world’s big- 
gest oil importer, is screaming blue murder. 
Economists are worried that inflation, 
which is so far rising only because of the oil 
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price, might next develop its own momer 
rea 




















omy intoeventua 
deficit soared to a record $28 bil 
ary—$8 billion of which was sp 
ing oil, nearly double the figure o 
Consumers are outraged at 
for petrol, and American polit 
ing to the occasion. American antitrust 
cials are looking at whether the Opec. 
has violated domestic competition law 
Richardson, America’s energy secretary, 
been shuttling between orec capitals: 
to persuade producers into agreeing “ 
able increase in production as soon as po: 
ble—in the second quarter, in April.” In other 
words, now. na 
On the other hand, the Saudis are facing 
strong internal pressure from a number ¢ 
opec countries, such as Libya, Algeria a 
Iran, that want little or no change in produ 
tion. Some are hawks who. see nothin 
wrong with oil at $30 a barrel, the consumen 
be damned. Others are already producing 
close to the limits of theircapacity,and sosee 
little benefit in raising quotas. 
And don't forget what insiders liketocal 
“the ghost of Jakarta”. The cartel’s most 
cent decision to raise output was taken, 
Saudi urging, at a meeting in Indonesia on 
the eve of the Asian financial-crisis. The s 
sequent collapse in prices is still fresh ir 
minds of most opec members. 
The biginternational oil firms remembe: 
$10 oil too. Judging by past behaviour 
months of $25-30 oil prices should ‘hav 
boosted their spending on exploration:and | 

















production; not he time though. Mark ETT 


Moody-Stuart, the boss of Royal Dutch/ 


Shell, accepts that “it doesn’t take a brave 
man to predict oil prices above $20 for 2000,” 
but he still wants only investments such that 

“they fly at $14-a barrel, and we can sleep 
easy in our beds at $10." 

Some argue that world demand for oil is 
anyway likely to drop sharply in the second 
quarter of this year. Shokri Ghanem of 
OPEC’S secretariat points to average figures 
over the 19908 suggesting that, as the north- 
ern hemisphere’s winter ends, global oil de- 
mand declines by about 2.7m b/d. So, he ar- 
gues, raising output by, say, today’s 2m b/d 
shortfall would flood the market with too 
much oil. Prices would once again collapse. 

Most market-watchers strongly disagree. 
Pointing to the sharp rebound in Asia and to 
suppressed first-quarter demand, the 1a 
reckons that this year’s second-quarter de- 
cline will be only 1.5m b/d. The Centre for 
Global Energy Studies, a consultancy, thinks 
that fears of a seasonal downturn are “en- 
--tirely misplaced”. It observes that American 
firms did not build petrol stocks sufficiently 
during the winter. To meet the demands of 
the spring and summer, they must nowdo so 
at breakneck pace. Indeed, even a big opec 
output rise may not prevent sporadic short- 
< ages and price shocks at American petrol sta- 
- tions this summer, since it takes five or six 

~ weeks for oil to travel from the Persian Gulf 
_ to America’s east coast. The American gov- 
_ emment’s Energy Information Agency is al- 
ready warning that petrol prices may spike 
© “to unprecedented levels”. 

In short, the Saudis face an unenviable 
< choice, They know from painful experience 
that opec is fragile and ill-disciplined, and 
that they must not “betray” their brethren in 
~. the cartel by simply yielding to consumers. 
© Yet they also know that they must not test 
_ America’s patience too far. Saudi Arabia may 
have the oil, but America has two other 
< weapons that the Saudis cannot ignore: mili- 
i tary and economic might. Even oil producers 
© need the American economy to thrive. 

: Given these diametrically opposed 
= forces, what will Saudi Arabia do? The 
opaque murmurs from Riyadh suggest that 

- the kingdom wants to see a more stable oil 
market. Some sort of compromise produc- 
tion increase, of 1m-1.5m b/d, seems the most 
likely outcome. Whatever is decided in Vi- 
enna, Euan Baird, head of Schlumberger, a 
giant oil-services firm with eyes and ears ev- 
_-erywhere, believes that ultimately “Saudi 

` Arabia wants $25 oil, and it will get it...but it 
_owill take them a few iterations and over- 
> shoots to get there.” 

“Yet the past 18 months offer a different 
lesson. Decreeing stability is a mug’s game. 
OPEC's attempts to adjust the price by nudg- 
ing output resulted in oil veeringdown-to $10 
and back up to $30. Americans had better 
prepare fora long, hotsummer. 





Crude measures 


66 IL has shot up to $34 a barrel!” 
screamed the headlines recently. 
The oil price is too high, say American 
politicians. No, it’s just fine, retort OPEC 
sheikhs. But what exactly are they talking 
about? There is no single “price” for oil. 
The ordinary punter may think of 
crude oil as that gloopy black stuff that be- 
comes petrol, but connoisseurs of crude 
like to make distinctions. There is a baf- 
fling array of crudes, from Nigerian Bonny 
Light-36 to Arab Heavy-27 to Louisiana 
Light Sweet-39. Each has properties that 
make it more or less expensive to refine it 
into useful products. In Petroleum Intelli- 
gence Weekly, an industry newsletter, 
even a handy price scorecard that is “de- 
signed to sort through the complexities” 
lists dozens and dozens. 
What is a poor punter to do? Luckily, 
there are a couple of useful reference 
crudes against which other sorts of oil are 
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priced. One is West Texas Intermediate 
(wit), produced in that part of America. 
The other is Brent, produced in the North 
Sea. These two grades are traded on com- 
modities exchanges in, respectively, New 
York and London. Exactly when “oil 
crosses $30” depends on the historical ac- 
cident that made the reference oils Brent 
and wrt, and not some other crudes. 

But even these reference crudes have 
been behaving oddly of late (see chart). 
That is chiefly because these influential . 
benchmarks actually leave much to be de- 
sired. For a start, there is not much wir 
around: only about 13m barrels a day 
(b/d), compared with global production 
of about 75m b/d. Also, the delivery point 
for wti contracts is Cushing, Oklahoma: 
not much of it is internationally traded. 

Brent is even more problematic. It 
comes from only a small group of declin- 
ing fields in the North Sea. The daily pro- 
duction there is barely 500,000 b/d. Be- 
cause cargoes of Brent are relatively few, 
and their sizes fairly small, speculators 
from time to time purchase the entire out- 
put for several weeks, and sit on it for a 
while to “squeeze” the market. 

So why does the oil world stick with 
these benchmarks? It has little alternative. 
Saudi Arabia refuses to allow its crudes to 
be traded openly. opec members com- 
plain that futures markets increase the vo- 
latility of oil prices. Nonsense, says Leo 
Drollas of cees, an energy consultancy: 
“If it weren't for the dentists in New York 
buying wri contracts, the oil price would 
be even more volatile.” The ordinary 
punter is the real connoisseur, after all. | 











Communications 


Laser-guided 


SCOTTSDALE, ARIZONA 


HEN it comes to ground-breaking 
technology and ingenious new In- 
ternet businesses, the “digerati” who show 
up for Esther Dyson’s annual pc Forum are 
blasé to the point of weariness. That makes 
the stir caused last week by Seattle-based 
TeraBeam Networks the more remarkable. 
Eight firms used the conference to 
emerge from “stealth” mode to present 
themselves to the 700 or so venture capital- 
ists, dot.com chief executives and other tech- 
nological elites gathered at one of Scotts- 
dale’s sybaritic hotels. But TeraBeam created 
most of the buzz. One reason is that the 
fledgling company has a genuinely ground- 
breaking technology. Another is that, if Tera- 
Beam delivers, it will be the answer to the 





digerati’s prayers. The firm offers an inex- 
pensive and eminently practical way of un- 
corking the bottleneck of the “last mile”, 
bringing unheard of amounts of bandwidth 
to almost any business that wants it. 

Asan awe-struck George Gilder, prophet 
of the “telecosm” (see page 85), recently pro- 
claimed: “TeraBeam commands at once the 
most disruptive and most redemptive tech- 
nology in all communications. I have been 
looking for such a company for a decade.” 

TeraBeam’s founder, a serial inventor 
and one-time photographer named Greg 
Amadon, set out to solve a problem that has 
for years taxed the brightest minds. in the 
best laboratories of some of the biggest and 
richest firms in the world. Yet, despite huge 
investments by companies such as Level 3, 
Williams and Qwest in building ultra-high- 
capacity fibre networks, nobody had 
worked out how to.escape what Mr Gilder 
memorably calls the “copper cages of kilo- 
hertz telephony”. Both local networks con- 
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~ Annual results 1999 — 


m Operational net profit increased by 54%. 

Dw Net profit increased by 84% including non-recurring items. 
Me) Dividend rises to U.S.$1.64 per share (+30%). 

Be) For 2000 confidence to exceed target of a yearly operational net profit growth per share of at least 10% 
Z5 Strategic spearheads e-business and ING Direct develop rapidly: 
approved total investments 2000-2002 U.S.$2 billion. 




















































T 
(in millions of dollars, 1998 1999 <c% change 
except for amounts per share) * ; 

nf 

Operational net profit: 
- insurance-operations 1,640 1,961 9.6 
- banking operations 472 1,282 ETES 
Operational net profit 2,112 3,243 +53.5 
Non-recurring items 569 1,701 ; 
Net profit 2,681 4,944 oe $844 
Operational return on equity 8.3% 10.2% one a ] 
i g ù, o, ‘ 
Return on equity 10.5% | 15.5% ais ; 
Per ordinary share; ; 
Operational net profit 2,24 3.36 
Net profit 2.85 





Profit available for distribution** 2.85 
Dividend 1,26 


(in billions of dollars)* 


Total assets 
Shareholders’ equity 
Total assets under management 













495.0 
34.7 
346.8 





* EUR 1.00 = U.S.$1.00440 (exchange rate on 31 December 1999). : 

** The profit available for distribution for 1999 is based on net profit excluding the rion ree divestineni result ‘from 
Libertel of U.S.$1,391 million, The non-recurring divestment result from NIB of U.S.$309° million has been included 
in the profit available for distribution. 


W The operational net profit showed a substantial increase of 53.5% to U.S.$3,243 million, Total net profit, ice. Operation 
net profit plus the result from non-recurring items, increased by 84.4% to US. $4,944 million. 
E The operational net profit from the insurance operations showed a gratifying increase of 19.6% to U.S.$1,961 million, 
which was especially due to Life and Insurance-general. : 
W The operational net profit from the banking operations increased by 171.5% to U.S.$1, 282 million, which can mainly be 
attributed to higher results from securities trading and a decrease in the addition to.the provision for Joan losses by 36.1% 
to U.S.$583 million. This led to a substantially improved result before taxation from Corporate. & Investment Banking 
(ING Barings) from a loss of U.S.$988 million for 1998 to a profit of U.S.$220 million for 1999. 
® Assets under management showed an increase of 36.4% to U.S.$346.8 billion, ae 
@ Changes in the world economy and in the financial sector in particular are taking place at a rapid pace. The Executi re 
Board believes that ING is well-positioned to react effectively to the changing environment and to create further growt a. 
Therefore, the Executive Board is confident that for 2000 -- barring unforeseen circumstances — ING will exceed: its target 
of a yearly operational net profit growth per share of at least 10%. 


ING” GROUP 


www.ing.com 
The annual report appears on 17 April 2000 and can be obtained at the following address: 
ING Group, P.O. Box 810,.1000:AV Amsterdam, The Netherlands. 
Telephone: (+31) 20 541 54 71, fax: (431) 20 541 54 51, e-mail: order@inggroup.com 
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Record audience in 2000 


When a record 15! million people, from 
every corner of the globe; rely on you for 
an accurate, impartial and indepth account 
of world events, it can say only one thing. 

You are the World Service. _ 


Broadcast on FM in over 100 capital cities worldwide. 


BIE WORLD service 
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necting today’s desktop pcs and the 
Internet's new long-haul fibre net- 
works carry data at blistering 
speeds. But establishing a fast con- 
nection between them has meant 
incurring the huge cost of running 
fibre-optic cable all the way to the 
front door. 

According to Mr Amadon, Tera- 
Beam has got round this by taking 
point-to-point —laser-communica- 
tions technology, which has been 
around for at least a decade, and 
“inventing the five or six things 
needed to [create] a point-to-multi- 
point network’. This embraces 
such things as advanced hologra- 
phy and telescopic technology, and 
miniature photodetectors that can 
becoupled to fibre-optic cores a few 
miilionths of a metre wide. 

Mr Amadon and his fellow engineers 

started work in 1997, and have for the past 18 
months run a prototype system in Seattle. 
„Last autumn TeraBeam provided the 
connectivity for the Internet 2 conference, in- 
cluding instantaneous _ television-quality 
video-conferencing. It did the same for pc 
Forum, despite the huge distance to Seattle. 

The heart of TeraBeam’s technology is a 
transmitter/receiver that is about the size of 
a small satellite dish and can be made for 
$150. Mounted near the window inside an 
‘ordinary office, it sends and receives data, as 
light, at speeds of up to two gigabits a second. 
TeraBeam does not require bulky outdoor 
aerials or long drawn-out negotiations with 
building owners to gain rooftop access, un- 
like similar microwave technologies. And 
because it doesn’t operate in the radio spec- 
trum auctioned by the Federal Communica- 
tions Commission, it can operate without li- 
cences. Mr Amadon also claims that Tera- 
Beam’s optical-transmission gear passes all 
legislated safety tests: no danger of lasers fry- 
ing the eyes of the unwary. 

The result is quick and cheap deploy- 
ment. The firm reckons that after initial stud- 
ies to determine the best places to put its 
points of presence—ie, its access hubs—a 
network can be rolled outin a medium-sized 
city in a matter of months. TeraBeam says itis 
like casting a high-speed web over an entire 
metropolitan area. Before June, the com- 
pany promises to publish a timetable for in- 
troducing the service, city by city. At the 
same time, it will also publish its pricing, 
which, it boasts, will be competitive. 

Not satisfied simply with selling its tech- 
nology, TeraBeam is intent upon becoming a 
service provider that buys fibre capacity 
wholesale and then makes connections to 
the customer. To that end, Mr Amadon last 
week surrendered his title of chief executive 
to Dan Hesse, the president of arat’s mo- 
bile-phone business. By joining TeraBeam 
now, Mr Hesse is turning his back on options 
that could be worth as much as $50m when 
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Atrat’s wireless “tracker” shares are floated 
next month. Mr Hesse, who is already nego- 
tiating partnerships to allow TeraBeam to 
begin commercial service by the end of the 
year, looks like a man who cannot quite be- 
lieve what he has done, but is happy to be 
carried along on the wave of excitement. 

For Mr Hesse to achieve his ambitions, 
TeraBeam will have to raise alotof money. At 
present backed by Japan’s SoftBank and 
Oakhill Ventures of California, it recently 
raised an undisclosed sum, probably from 
industry. Mr Hesse says he will do all he can 
to stop TeraBeam being taken over. He says 
he wants to build a big, long-term business. 

What could go wrong? Until its system 
has been deployed on acity-wide basis, Tera- 
Beam will not have properly tested its claim 
that the technology is scalable—ie, that itcan 
serve many customers without its costs ris- 
ing in proportion. Some sceptics wonder 
whether fog or rain will interfere with the fi- 
breless optics (Mr Amadon retorts that it 
works just fine in Seattle). Others ask 
whether customers will find the applica- 
tions to exploit the bandwidth on offer. To 
which the proper response is: when have 
they ever not? 

The real question is whether, by becom- 
ing a service provider, TeraBeam is biting off 
more than it can chew. That, at least, is what 
the Baby Bells must be praying. 
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E-health 


Screening 


F PRIVATE health care were a painting, 

then America would be a busy Breughel, 
full of corporate burghers going about their 
business in managed care, hospital adminis- 
tration and other medical fields. Europe, on 
the other hand, is more of a still life. Because 
most health care is publicly financed and 
many facilities are state-owned, there is 
much less private health-care business. 









But the Internet is chaning that. Si 
months ago, Europe had only a handful 
“e-health” companies, trying to sell health 
products or provide information for con: 
sumers and doctors over the web, Now, al 
though itis still behind America, Europe has _ 
at least 40,. according | to o i Dillon 
Read, an investment bank. 

Most of the E 




























offers informatio al 
tions and drugs, a self: 
naire to gauge, for exam] 
betes, and a bulletin boa: 
medical experiences. According to Eric 
Souétre, Planet Medica’ $ chief executive, 


tions online. It is intended to compleme 
rather than to supplant traditional doct 
patient relations. “Empowered” Ame 
patients, in contrast, often ‘use online 
sources to second-guess their physician: 

Medical practice can vary considerably 
from one European country to-another, 
content providers must do more. tha 
change the language cf their websites. Ni 
Doktor, which began two years ago in Den: 
mark and has since expanded into six oth 
countries, alters its presentation of tricky 
sues such as abortion according tolocal se 
sitivities. But even less controversial topi 
must be adapted to local medical practi 
according to Mikael Vissing, the firm’s ch 
executive: lyme disease, for example, 
treated with differentdrugs in Britain, Di 
mark and Germany. Rob Zegelaar, a vent. 
capitalist at Atlas Venture, reckons that suc! 
national variations will make it hard for 
American e-health companies, such 
Healtheon/Webmp, to thrive on their o 
in Europe, : 

Meanwhile, Planet Medica is developing 
web services to doctors and other health 
care professionals. Currently, half of Briti 
doctors and a quarter of those in France and 
Germany have access to the Internet. Planet 
Medica aims to supply them with techni 
information and with software they € 
lease online that will inform clinical de 
sions. The firm is alsodoing deals with ins 
ers to streamline administration, providing _ 
their clients with, say, details of how much — 
care will cost, what the state reimburses and 
how long it will take. 

Jon Santemma, o? Warburg Dillon Read, 
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strate the potential to save money, they 
could win lots of state-funded business. 
_. Such extra revenues will be welcome, since 
-at some point European investors will inev- 
-v itably start asking themselves the same ques- 

tion as their American counterparts: how 
i will these firms make money? 

American investors have fallen out of 
love with medical sites such as drkoop.com, 
because they no longer see drug advertising 

-and corporate sponsorship as sufficient 
_ sources of income. Internet pharmacies such 
_ as drugstore.com are also out of favour, be- 
__. cause they need to spend so much on infra- 
structure and their brands. But if American 

~~ firms are in difficulty, their imitators in Eu- 
_tope, where many patients get medicines 
_ free at the point of service and strict regula- 
_ tions govern drug sales and advertising, will 
| struggle even more. 
Some firms, such as Britain’s Click- 
~Mango.com, plan to avoid this by focusing 


TOKYO 


HE shock came last autumn in the in- 
terim results. Despite plant closures, 
land sales, a reduction in models and the 
struggle to get its crippling ¥17 trillion 
($16.5 billion) of consolidated debt under 
control, Mitsubishi Motors was to reporta 
net loss of ¥38.5 billion for the half year— 
more than twice as much as it originally 
projected for the whole year. After mak- 
ing a heroic effort to turn the floundering 
firm around, Katsuhiko Kawasoe was 
forced finally to admit that the time had 
come to throw in the towel. The president 
realised that the only chance to keep Mit- 
subishi Motors afloat was to sell a big stake 
toa rich foreigner. 
General Motors was his first choice. 
The hands-off way cm had invested in 
| other Japanese car makers—it has 49% of 
Isuzu, 9.9% of Suzuki Motors and, in effect, 
20% of Subaru’s owner, Fuji Heavy Indus- 
“| tries~-would have spared Mitsubishi 
managers their jobs and prevented the 
i 
| 
| 
| 


blood-letting Renault hasunleashed after 
takinga 36.8% stake in Nissan last year. But 
GM politely said “no”. So did Ford, which 
owns a controlling 33.4% of Mazda. That 
left DaimlerChrysler, which had also 
chewed over Nissan, only to decide the 
ailing firm was dead meat. 

For Daimler, Mitsubishi is. a better bet. 
In Europe, the German firm is strong in 


lorries and large cars, but it needs some: 


smaller models to fend-off Ford, Volks- 
wagen and Opel. It also needs:a lot more 
fuel-efficient models in its line-up to. meet 
the European Union's directive to reduce 
fleet-average fuel consumption to sharply 





reckons that if Intemet firms can demon- 








tion on alternative medicine. But those who 
want to sell converitional drugs face high 
hurdles. One is the £u’s “distance-selling di- 
tective”, a piece of legislation that permits 
member states to ban mail-order pharmacy, 
and by extension, Internet-based sales. 

Advertising prescription drugs to con- 
sumers'is ‘also banned by the ev, although 
last year the European Commission allowed 
drug companies to post patient-information 
packs on their websites. Online pharmacies 
and others can thus provide links to such 
corporate websites, earning referral reve- 
nues from the drug companies. 

The supply of new medical websites is a 
sign that the Internet has inspired Europe's 
entrepreneurs. The doubt is whether pa- 
tients are inspired too. Raised on state-sup- 
plied health care, many will harbour the sus- 
picion that web doctors are foisting drugs 
and treatment on them to make a fast euro. 








Japanese welcome 


lower levels by 2008. Mitsubishi’s range of 
ultra-efficient Got (gasoline direct-injec- 
tion) engines would make all the differ- 
ence. 

But it is Mitsubishi’s strong position 
around Asia that is most attractive. With 
the European and American markets los- 
ing their lustre, Daimler’s boss, Jiirgen 
Schrempp, has made it clear that he wants 
the surging Asian market to provide a 
quarter of sales within a decade, com- 
pared with 3.2% today. Atits current value, 
a controlling 33.4% stake in Mitsubishi 
Motors would cost about ¥133 billion. 

Mitsubishi Motors hopes that Daim- 
ler will let it set up a wholly owned hold- 
ing firm with a passenger-car company 
and a lorry and bus company under its 
wing. Daimler’s 33.4% investment in Mit- 
subishi Motors might then become a 50% 
stake in the car-making subsidiary alone. 
Few expect the Germans to fall for sucha 
wheeze. A controlling stake in the whole 
of Mitsubishi Motors is worth alot morë to 
Daimler than a controlling stake in cars. 
But full marks for trying, Mr Kawasoe. 
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Russia's arma industry 
Ivan the lethal 


MOSCOW 


RMS exporters like seeing their handi- 
work in action. Unluckily for Russia’s 
military industry, the war in Chechnya is 
hardly a show-case for the super-quiet sub- 
marines, missiles, or fighter aircraft that it 
most likes to sell. If Russia is winning, it is 
chiefly thanks to tanks and artillery that are, 
in some cases, 30 years old. 

Despite that, the Russian arms industry 
has not looked so healthy for over a decade. 
The political climate has been growing kin- 
der since August 1998, when a financial crisis 
brought down an overtly reformist govern- 
ment. Since then policy has been growing 
steadily more pro-military. In January the 
government announced a 50% rise in de- 
fence procurement, to 62 billion roubles ($2.2 
billion). The new government is talking with 
former Soviet republics about restoring mili- 
tary-industrial links that were severed when 
the Soviet Union disintegrated. 

Exports are rising fast too, to an expected 
$4.3 billion this year, thanks to two distinct 
businesses. One is in the bargain-basement: 
the sale (often through dubious channels) of 
cheap, simple weapons, chiefly guns and 
tanks, to poor countries, such as Ethiopia or 
Eritrea. The bigger and grander business is 
selling advanced weapons to countries with 
big regional ambitions, notably China and 
India. Moscow recently announced that it 
was selling China two destroyers, to add to 
the two it had sold the country earlier. They 
will be armed with advanced supersonic 
“Mosquito” missiles—just the sort of thing to 
irk American admirals worried about 
China’s ambitions in Taiwan. 

But the success masks some awkward 
problems. Russia has failed to keep its cus- 
tomers happy. Russian aircraft design is ex- 
cellent, but engine reliability is less so. As in 
the rest of Russian industry, quality control 
can be patchy. “What Russia sells is quite of- 
ten actually lemons,” says Pavel Felgen- 
hauer, a military analyst in Moscow. After- 
sales service is a problem too: “The worry is: 
if you need spare parts six years from now, 
will you be able to get them?” asks Mark Kra- 
mer, a specialist in the Russian. military at 
Harvard University. 

Worse, exporters are living off the past. 
Their cheap weapons come mostly from 
huge but fast-shrinking surplus stocks that 
date back tocold war days. Other than price, 
Russia has little competitive advantage here. 

The more lucrative advanced weapons 
rely heavily on research and development 
conducted. before 1989. Because little re- 
search, and even less development, has hap- 
pened since, the pipeline of good ideas is get- 
tingsteadily emptier. To keep sales up, Russia 
is having to offer weapons, such as the Mos- 
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Thanks to its well-considered expansion and 
diversification strategy, ABX LOGISTICS is one of 
the top 5 logistics providers in Europe today. 
This systematic growth is a hallmark of ABX 
LOGISTICS’ strategy of tirelessly building a reliable 
and efficient partnership to serve our clients, 
brick by brick. The one-stop-shopping concept 
saves you time and effort, and 
therefore money. ABX LOGISTICS 
can offer you the experience and 
professionalism of one of the most 
powerful networks on the market 


for all your road transportation 


requirements in Europe. This extremely reliable 
network guarantees you the greatest possible 
efficiency. For every cross-border shipment you 
can rely on an unrivalled know-how. The special 
Full Loads division will always take care of any 
extremely heavy, fragile, or hazardous cargo. 
ABX LOGISTICS can also offer you a tailor-made 
service for small parcels or the 
transport of palettes. No matter 
what you want to send, ABX 
LOGISTICS will work with you to 
find the best solution. Quickly, 
safely and reliably. 
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quito missile, that were previously for 
the use of its own armed forces only. 
This worries Russian military plan- 
ners, especially as they fear China’s 
supposed long-term designs on Rus- 
sia’s thinly populated and mineral- 
rich far-eastern regions. 

Indeed, the next time Russia raids 
the cupboard, it will be selling its most 
advanced and nastiest non-nuclear 
weapons: the quietest submarines, for 
example, or the missiles being used, 
with mixed results, alongside the tanks 
and guns in Chechnya. One such, the P 
Tochka-u, can blast a seven-hectare 
area with cluster bombs. Another, the 
ToS-1, isa rocket that delivers a cloud of 
exploding fuel vapour, creating an ef- 
fect like a small nuclear weapon. 

The new defence spending—if it ever 
materialises—will do nothing to restore Rus- 
sian military research. Rather than going on 
new high-tech aircraft and ships, the money 
will be spent keeping Russia’s nuclear arse- 
nal safe and usable, and upgrading basic in- 
fantry kit such as radios and body armour. A 
recent ambush, in which Chechen fighters 
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Buy while stocks last 
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crept out of the fog and killed at least 20 Rus- 
sian paramilitary police, underlined Russian 
forces’ need for equipment that works de- 
spite poor visibility. 

Eventually, Russia’s arms catalogues will 
start to look distinctly skimpy. There is no 
sign that Russia can develop a new genera- 
tion of conventional weapons. 


BUSINESS 


Reviving Russia’s military indus- 
tries would require huge political 
determination. Even with the latest 
boost, Russia’s procurement budget is 
only about 4% of America’s. One of the 
country’s best-known military fac- 
tories, Arsenal in St Petersburg, 
founded by Peter the Greatin 171, isju- 
bilant because its foreign sales rose 
sharply last year—to all of 260m rou- 
bles. Admittedly, in a country where 


around $50, money goes a lot further: 
Arsenal is taking on 500 extra staff to 
help meet this year’s order-book and 
more than doublirg salaries. Try doing 
that at Raytheon. 

Barring a drast:c, and probably im- 
possible, remilitansation of the econ- 
omy, Russia will restore its arms industries 
only with outside help. India is one candi- 
date; China, which seems to want enough 
muscle to deter America from defending Tai- 
wan, another. But both countries really want 
to build their own defence industries, not to 
subsidise those of a declmingempire withan 
uncertain temper. 
ee 





Water 


Nor any drop to drink 


THE HAGUE 


Most governments do a poor job of delivering water and sewerage services. 


Can the private sector do any better? 


HERRAPUN]Jlis one of the wettest spots 

on earth. A typical year sees more than 
37 feet (11 metres) of rainfall. In another part 
of India lies Gopalpura, which receives only 
a few inches of rain a year. Guess which has 
the water shortage? 

The answer reveals much about what is 
wrong with how the world treats water. 
Cherrapunji in north-eastern India fritters 
away its fresh water, and suffers from short- 
ages. In Gopalpura, a drought-prone village 
in Rajasthan, local people have learnt to 
value fresh water as a precious commodity. 

Sadly, most of the world is more like 
Cherrapunji. Most governments have so 
mismanaged supplies that much of the 
world’s fresh water is wasted. That is the 
main reason nearly one in five of the world’s 
people lacks access to safe, reliable water. 

This is most visible in the sprawling cities 
of the developing world. With the encour- 
agement of international donors, govern- 
ments have invested in urban water infra- 
structure, and they provide water at rates 
well below the cost of provision. Unfortu- 
nately, this strategy born of good intentions 
has in practice created a morass of bureauc- 
racy and corruption. 

Though governments spend a fortuneon 
urban water utilities, the main benefits flow 
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to the middle and upper classes. The poor 
rarely have access to sewerage or piped wa- 
ter. Out of desperation, they endure open 
sewers and have to buy water, often of du- 
bious quality, from private vendors from the 
backs of lorries. Even in Haiti, the poorest 
place in the Americas, slum-dwellers pay 100 











Blocked pipes 
Investment in infrastructure projects with private 
participation in developing countries 
1990-98, $bn o 50 





times what the “morally repugnant elites” 
(as they take perverse pride in calling them- 
selves) pay for water piped to the hillside 
mansions that rise above Port-au-Prince. 
Reversing this by 2025, reckons William 
Cosgrove, one of the water experts who or- 
ganised a big water summit this week in the 
Hague, will need the current investment in 
water infrastructure to be more than dou- 
bled, to $180 billion a year. Where will the 
money come from? The answer is chiefly 
from the private sector, with much help 


from ordinary people. The key is to price wa- 
ter to reflect the true cos: of provision. If gov- 
ernments do this, firms will have an incen- 
tive to invest, and consumers to conserve. 
Although private provision of water is a 
controversial notion, it is not a radical one. 
France has allowed firms to manage water 
through long-term concessions for more 
thanacentury. A decade ago, Britain handed 
control of its water assets over to private 
firms. Côte d'Ivoire gave control of water ser- 
vice for its capital to the private sector several 


decades ago; Abidjan is one of the few Afri- _ 


can cities with reliable supplies. Even so, 


private investment in water lags behind that 


in other infrastructure (see chart). 


The world’s few water multinationals — 
are looking abroad partly because their 
home markets are mature. Bill Alexander, — 
head of Britain's Thames Water, now wants 


his firm to earn a third cf its profits from out- 
side regulated Britain. But he and others also 
see opportunities, especially where govern- 
ments have begun to price water properly. 

From Jakarta to Mexico city, private 
firms are helping governments to improve 
bill collections, reduce leakage and upgrade 
infrastructure. Only about 360m people 
now receive their water from private firms. 
But France’s Suez Lyonnaise reckons that fig- 
ure will rise by 10% a year over the next five 
years. Already, the firm boasts of serving 
100m customers; Gérard Payen, the boss of 
its water division, sees revenue from water 
increasing from €8 billion ($7.7 billion) to 
€13 billion within five vears. 

Such ambition fuels the suspicions of 
those who fear that the poor will be the first 
victims. But the early experience of reform 
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average monthly wages are only 
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suggests that the opposite is true. Buenos 
Aires was one of the first cities to award wa- 
ter concessions. Suez Lyonnaise inherited an 
unpopular state utility with murky finances 
and limited reach. The firm has since in- 
vested $1 billion to upgrade equipment and 
expanded its reach by 1.6m people, without 
raising water rates. In Santiago, Chile, offi- 
cials have introduced a means-tested “water 
stamps” scheme that covers part of the cost 
for the poorest citizens; the private firm run- 
ning the city’s water now has a clear incen- 
tive to serve the poor, who are paying cus- 
tomers, just like the fat cats down the road. 

Benefits are to be had in rich countries 
too. America accounted for roughly a quar- 
ter of the $400 billion or so in revenues 
earned globally by water companies, both 
public and private, last year. Yet its market is 
not only heavily regulated, but also frag- 
mented: tens of thousands of municipal 
monopolies provide nearly all of its water 
and sewerage. The municipalities are now 
looking for private help as the Environmen- 
tal Protection Agency imposes standards on 
water quality that municipalities cannot sat- 
isfy without outside financing and expertise. 

The French multinationals have again 
been especially successful here. In the few 
years since Atlanta let Suez Lyonnaise take 
over its water concession, the firm has re- 
duced costs considerably. It capped a wave 
of acquisitions last year by spending $4 bil- 
lion on Nalco Chemical, a water-services 
company. Its compatriot and arch-rival, Vi- 
vendi, spent $6 billion last year on us Filter, 
America’s biggest water-equipment busi- 
ness. Even if municipal contracts are slow in 
coming, these firms reckon they can make 
money by helping towns and industries to 
satisfy the EPA. 

In future, private firms might introduce 
other innovations. Rebecca Mark, the head 
of Azurix, an offshoot of Enron, an energy 
company, believes that the increased varia- 
bility in temperatures, the rising intensity of 
storms and especially falling water levels 
across the country are prompting Americans 
to press their politicians to reform water sub- 
sidies. To speed this along, her firm has 
launched an Internet-based scheme for trad- 
ing large quantities of water among towns, 
farmers and others with water rights. “We 
waste enormous quantities of water because 
no market exists,” she says. She boasts that 
by setting up a market her firm has “created 
something completely different, unlike the 
French who have piddled around with this 
industry for the past 150 years.” 

The private sector’s impact on urban wa- 
ter services can thus be dramatic. But com- 
panies will not be able to satisfy surging ur- 
ban demand unless rural supplies of water 
are also properly managed. The countryside 
is where 85% of all water is used in Africa, 
Asia and Central America. Across the world, 
most of the $30 billion-4o billion in water 
subsidies spent by governments to help the 
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poor ends up in agriculture. And most of it 
ends up with relatively well-off farmers. 

Take the capital city of India’s Tamil 
Nadu, Chennai, a festering, overgrown 
metropolis that is often hit by water short- 
ages. Mindful that the city’s residents grow 
ever unhappier, politicians have cooked up 
various schemes to bring water in from far- 
away places. Yet the state still gives water 
away free to farmers, who grow such thirsty 
crops as sugar cane. In California, well-con- 
nected farmers grow rice in the desert, even 
as Los Angeles begs for water. 


Liquid assets 

However, although all agree that agriculture 
is part of the water puzzle, not everybody ac- 
cepts that privatisation is the answer. Patrick 
McCully of the International Rivers Net- 
work, an activist group that campaigns 
against big dams, detects a “global hydro-aid 
complex”, composed of international agen- 
cies such as the World Bank and private wa- 
ter multinationals, that is behind initiatives 
such as this week’s summit. But this is surely 
an exaggeration. For the foreseeable future, 
many of the world’s poor farmers must rely 
on subsidised irrigation monopolies for wa- 
ter. Political pressure means that those irriga- 
tion monopolies will probably go on being 
run by the government. 

Even then, private-sector participation 
can make a difference. In setting up a con- 
tract, argues the World Bank’s John Briscoe, 
“issues that have long been submerged will 
be brought into the glare of public scrutiny: 
whatis the service level to be provided? How 
will it be monitored? What will be paid for 
the service by whom?” This makes the subsi- 
dies explicit, the first crucial step to ensuring 
that they end up with the neediest. 

And subsidies are not incompatible 
with private-sector management. The mar- 
ket-minded authorities in Chile are prepar- 
ing to award a long-term concession next 





month fora dam and irrigation project to the 
firm that requires the smallest subsidy. 

The best evidence that big changes are 
afoot comes from Victoria, Australia. A fiscal 
crisis there led officials to slash the subsidies 
that were provided to farmers for water. 
When unhappy farmers were confronted 
with bills that reflected the true cost of pro- 
viding water, they started asking uncomfort- 
able questions. They organised themselves 
intoa water-users’ collective, and demanded 
reforms in the irrigation agency. Although 
the agency remained in government hands, 
such unprecedented scrutiny led to a 40% 
dropin costs. 

Indeed, although consumers have com- 
plained about water privatisation in such 
countries as Britain, private management is 
not always unpopular. In La Paz, Bolivia, of- 
ficials and Suez Lyonnaise involved local 
poor people in deciding what water services 
they needed. After people voluntarily con- 
tributed their time and labour, they reduced 
the costs by two-thirds. Sunita Narain, of In- 
dia’s Centre for Science and Environment, 
believes that empowering users often turns 
up inexpensive ideas, such as age-old tech- 
niques of rainwater harvesting, that govern- 
ments and firms dismiss as old-fashioned. 

These successes suggest that the rich 
world and the poor may yet sort out the 
witch’s brew of politics, subsidies and opac- 
ity that bedevils their water. After all, 
whether it is Australia or Rajasthan, once 
people understand the true cost of water ser- 
vices, they will conserve water, and even 
help to dig ditches if necessary. In return, 
they will want transparent prices and better 
service from both governments and private 
firms. Economic development has brought 
developing countries such wonders as tele- 
vision and Coca-Cola. By coupling markets 
with people power, reformers may yet bring 
them fresh water too. 

a 
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The accidental messiah 


An ageing economist sends America’s technology markets spinning. His name 
is not Greenspan: George Gilder is at last getting his due 


HE hamlet of Tyringham in the Housa- 

tonic valley in Massachusetts is home to 
350 souls. One is 60-year-old George Gilder, 
who lives on a farm half a mile from his 
mother. Surrounded by cows and artefacts of 
the industrial revolution (Great Barrington, 
down the road, was the first municipality to 
get street lights that used George Westing- 
house's ac current), Mr Gilder reflects on the 
revolution in progress today. And while he 
thinks, America waits with baited breath. 

It is known as the “Gilder effect.” Some- 
time in the first half of each month, an e-mail 
emerges announcing the imminent arrival of 
the next utterance. At the appointed hour, 
tens of thousands mob his website 
(wwweildertech.com). Those who get 
through to the server speed-read eight pages 
of technology, then scan alist of firms. Having 
noted an addition here, an omission there, itis off to the day-trader 
races. In the past year, Novell, Qualcomm, jps Uniphase, Terayon 
Communication, TeraBeam (see page 74) and others have seen 
their reputations soar within minutes of publication of the Gilder 
Technology Report (see chart). 

Mr Gilder is America’s foremost technology prophet, a reputa- 
tion he earned with “Microcosm”, published in 1989,a book on the 





implications of the semiconductor revolution. Yetitis still odd that ` 


his words have such immediate impact. Sitting in a café in a small 
town near his home, which neither mobile phones nor cnec can 
reach, you would never guess that the Nasdaq would tremble be- 
fore this somewhat awkward man who, with his wiry frame and 
weathered face, seems disconcertingly like a local farmer. Indeed, 
as heis the first to admit, he is no share-tipper, despite the newslet- 
ter’s get-rich-quick promotion (it is a joint venture with Forbes 
magazine, although Mr Gilder is now buying his partner out). 

Although the idea is to pick future winners, offering an edge to 
the buy-and-hold investor, Mr Gilder offers no target prices or 
valuation analysis. Instead, his rhetoric is pure pulpit oratory. Ifhe 
thinks a company’s technology will matter to the brave new to- 
morrow, he writes about it in almost biblical terms. “After the 
floods of bandwidth, who will greet the dawn and the dove? What 
will be the post-diluvian message?” asks one recent newsletter. 
(Answer: something very complicated having to do with caching 
data.) Or, from an older pronouncement: “Windows 98 will not 
answer the real Year 2000 problem in Redmond—the endless epi- 
cycles of Ptolemaic complexity surrounding the Wintel imperium. 
We can declare with Copernican simplicity: the net does not re- 
volve around the desktop.” 

And so it goes, for page after page. Dense, intensely technical 














vestors have stopped caring about financial 
analysis and now seem to want to ride a 
rocket for a while. But to see Mr Gilder as just 
another lucky newsletter pundit is to miss 
most of the Gilder phenomenon. The market- 
movingis relatively recent, dating back only a 
year or so. His influence on the technology in- 
dustry goes back much farther. It stems from 
Mr Gilder’s chief insight about technology, 
which itself stemmed from his experience as 
one of the architects of Ronald Reagan’s sup- 
ply-side economic views. (One of Mr Gilder’s 
many incarnations: others include political 
speechwriter and controversial author on 
such topics as sex and race.) 


Buy George 

Itisall, inevitably, about supply and demand. 
Mr Gilder’s insight was to spot the transition 
from the age of computing to that of networks. What was scarcest 
in the computer era (bandwidth, or network capacity) would soon 
become cheap and abundant. And what was once abundant (big 
computing’s power, transistors and space) would become rela- 
tively scarce, in an increasingly mobile world of small, rather sim- 
ple devices connected to others using a ubiquitous network. 

Moore's law predicted that, for any given price, computer-pro- 
cessing power would double every 18 months. Its lesson, says Mr 
Gilder, was “waste transistors”. That meant building software and 
businesses on the assumption that computing power would be 
virtually free; the transistors we “waste” to play pc solitaire exceed 
what nasa could muster when it launched its Apollo missions. 
Gilder’s law says that communications capacity will triple every 12 
months. And his corollary is “waste bandwidth”. As communica- 
tions become cheap, work will shift from smart devices toa swarm 
of interconnected, dumber ones that are tiny and cheap. 

There is no sign that Mr Gilder is coasting en this big idea. If 
anything his influence is growing. Just how this ubiquitous net- 
work capacity will arrive is the question of the moment, and few 
who think they have an answer can combine MrGilder’s technical 
depth and overarching vision. What distinguishes him from other 
wired pundits is his understanding of the technology, from the 
atomic level of semiconductors to the economics of wire-laying. 
He does his homework, seeking out engineers sooner than com- 
pany bosses, and grilling them in excruciating detail. 

With fame come new subscribers; but also a threat to Mr 
Gilder’s prescience. Being a market-mover brings complications: 
questions about his financial interests, calls to start a fund, pres- 
sure to pick listed firms each month even if his instincts take him to 
unlisted ones. And being a vip means he gets treated like one. 





evangelism, endowed with the messianic 


These days, there is less hanging out with 








fervour of a true believer in a better to- | Gilder-edged engineers and talking shop. When Mr 
morrow thanks to the technology of to- | % increase in share prices on day recommended Gilder visits firms, investor-relations offi- 
day. He rarely says “buy”, but for his thou- bye — Tecnology Report so so o| cers greet him at the door and puta press 
sands of disciples (nearly 60,000 pay $300 | NorthEast release in his hand, He credits his insights 
a year for the newsletter) the commands Optic to the advice of his academic mentor, the 
from on high are clear. If you own shares Torayon semiconductor pioneer Carver Mead: 
in one of Mr Gilder’s chosen companies, Xcelera “listen to the technology”. But with the 
you will be rich. Novell S| | world’s markets echoing to the sound of 

Part of this is bull-market mania. In- | $09r= Primark Ostasteam | hisown voice, that gets harder all the time. 
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if you would like personalised service and expert 
financial quidance from your bank, all you need 
1 good idea. Like Standard Chartered's 


Priority Banking. 


Priority Banking offers you: 
Your own personal Customer Relationship Manager 
A detailed review of your personal finances 
Guidance to help you achieve your financial goals 


A Gold International Debit Card for instant access to 
your offshore money 

An automatic overdraft facility and preferential charges 
Access to the privacy and comfort of our 50 Priority 

Banking Centres around the world 


Priority Banking is free if you invest £100,000 or more with us. 


So, to enjoy all these benefits, contact us today 


Tel: +44 (0) 1534 507001 


Fax: +44 (0) 1534 507112 
E-mail: noreen.lecornu@uk.standardchartered.com 
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Please let me have a better idea of Standard Chartered's Priority Banking Service 


Please send me a copy of your free booklet 'The Do's and Don'ts of Offshore Banking’ 
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The Economist 
Conferences 


Programme of forthcoming events 


@ E-Business: challenges and changes in the 
business-to-business environment 
London, April 4th-Sth 2000 


Global Airlines: strategies and innovations for the 
commercial airline industry 
London, May 16th-17th 2000 


Fourth Annual Healthcare: the future role of 
Europe’s doctors and the 21st century patient 
London, May 18th-19th 2000 


Electronic Commerce in Germany 
Munich, June 8th-9th 2000 


Third Annual Turkish Energy 
Ankara, September 12th-13th 2000 


Nordic Banking 
Stockholm, September 18th-19th 2000 


HR Directors’ Summit 
London, September 2Sth-26th 2000 


Roundtable with the Government of Cuba 
Havana, October 10th-12th 2000 


Eleventh Annual Water 
London, October 19th 2000 


Third Annual E-Business 
London, October 24th-25th 2000 


Roundtable with the Government of the Arab 


Republic of Egypt 
Cairo, November 7th-8th 2000 


Tom Peters 
London, November 29th 2000 


To receive further information 
on the above events contact 
Sian Davies, quoting 

“The Economist”. 
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Conferences 





Tel: +44 (0) 20 7830 1047 


® Fax: +44 (0) 20 7931 0228 
© E-mail: siandavies@eiu.com 


Website: www.economistconferences.com 









empowerment 


SO NEW YORK, 





The real meaning of 


AMERICA’S TALENT BATTLE 


How to recruit and keep the best workers is now the biggest challenge facing 
‘many American firms. What can they do about it? 


A JALLSTREET no longer looks like Wall 
Street. Take the lift at, say, J.P. Morgan 
or Goldman Sachs, and you will find your- 
self rubbing shoulders not with sharp-suited 
masters of the universe, but with casually 
dressed people wearing outfits from such 
suppliers as J.Crew or Lands’ End. You might 
see the occasional 200-plus-pounder in a 
baggy old sweater, bringing to mind the New 
Yorker cartoon in which one tramp con- 
fesses to another, “Well, it all started with 
dress-down Fridays.” 

This sartorial revolution has recently 
stormed the Street, having cut through vast 
swathes of the American economy en route 
from the west coast. One reason for it may be 
a mystical belief on the part of “old-econ- 
omy” companies that, if you haven't man- 
aged to come up with an Internet strategy, 
looking like a dot.com firm is the next-best 
thing. Maybe, too, creativity is aided by chi- 
nos and an open collar. 

But the bigger reason for the triumph of 
casual dress at work is growing employee 
power. Workers want to wear what they 
choose, not what the boss demands. With 
the American labour market tighter than 
ever (see chart 1), companies are finding that, 
if they refuse to give staff what they want, 
plenty of other employers are only too 
happy to oblige. That a firm like Goldman 

Sachs, which has never before had any diffi- 
-culty hiring and retaining the best people 
available, has had to abandon its corporate 
_ uniform is a powerful symbol of just how 
- fierce the battle for talent has become. 
_ Banks and other professional firms have 
‘always had revolving doors, but nowadays 
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they seem to be set on exit only. High-profile 


‘recent departures to dot.com firms include 
-Heidi Miller, chief financial officer of Citi- 


group, who has just joined Priceline.com, an 


online reverse-auction site for airline tickets: 


and consumer goods; and last year’s depar- 


ture of Andersen Consulting's boss, George 
Shaheen, to join Webvan, an online grocer. 


Price Waterhouse’s e-business unit has lost 
half its consultants over the past year. Even 
McKinsey, the doyen of strategy consultants, 
has seen a lot of recent defections. 

Law firms, too, are feeling the heat. Jona- 
than Axelrad, one of Silicon Valley’s top law- 


yers, has recently been snapped up by Idea- 


lab!, a venture-capital firm. Accountants, 
too, are losing hundreds of people to 
dot.coms desperate for somebody to make 
their losses sound prudent. And, sweet 
irony, executive-search firms such as Hei- 
drick & Struggles have started to lose staff to 
Internet firms that think they can get more 
dedicated service from an in-house recruiter. 


The pick of the bunch 


Goldman Sachs, McKinsey and others have 
got used to the assumption that they can 
simply pick from the cream of America’s 
business-school graduates every year. Now 
these firms are having to pull out all the stops 
to persuade any meas to choose them. Of 
Harvard Business School’s class of 1999, only 
39% went to investment banks or consultan- 
cies, compared with over half in 1994 (see 
chart 2 on next page). Indeed, business 
schools themselves are struggling in the bat- 
tle for talent, as a growing number of stu- 
dents are not bothering to complete their 












studies before leaving to start a dot. 
“Networking has always been part of the 
business-school experience, but now we are 
indangerof becoming rothing more th 
introductions agency for aspiring entrepr 
neurs,” complains one mgs professor. ` 
Nor is the fight solely between new an 
old. economies: : Profit-making new-ecor 
omy companies such as Microsoft and O. 
cle, and even established Internet firms suc 
as Excite, find it ever harder to stop the exo 
dus of their brightest and best to newer Ir 
ternet startups. Jordan Levy, boss of See 
Capital, a venture-capital firm, says“ 
most heavily raided firm of all is Disni 
The problem is not jus: that there are th 
sands of new firms, butthat they are grow 
$0 fast.1n 1989 Cisco had just 254 employee 
Today it has over 26,000. 
As for the start-ups themselves, thea 
ity to recruit the right people is becomi 
matter of life and death. As one venture ca 
italist puts it, “there is no shortage of ventu! 
capital or of bright ideas, but thereis.a serio 
shortage of people with the ability to exe 
the ideas. Those. firms that cannot get 
right people will probably fail.” The supp 
of foreign workers, who had been filling 
cial gaps, has been choked by limits'on 
number of American work visas (a bill toi 
crease the limit is before Congress). 
Silicon Valley headhunters are seeking 
fill more than.600 vacant chief executive pi 
sitions in the Bay Area,mostof them at stat 
ups. Dot.coms particularly lack people wi 
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experience of running companies, and with 
deep industry-specific knowledge, which is 
why there is now so much demand for “grey 
hairs” from traditional offline firms. ECover- 
age, an online insurance company, recently 
hired a 44-year-old chief executive, and is 
seeking a chief financial officer with a long 
career at a traditional insurer, in part to reas- 
sure customers and investors that the firm 
really knows the business. 

The plunging share prices of many re- 
cently floated Internet companies have not 
helped their cause, prompting employees 
who expected their share options to make 
them zillionaires to look for more promising 
options elsewhere. One billboard advertise- 
ment in San Francisco gets straight to the 
point, asking “Stuck in a bomb?” 

For dissatisfied employees, finding a 
new job has never been easier. The Internet 
offers a host of opportunities to advertise 
your availability, through such websites as 
monster.com and bidageeks.com. And exec- 
utive recruiters have proliferated— there are 
now more than 1,000 in Silicon Valley. They 
often walk into company offices, make 
friends with receptionists and try to get the 
phone list of the firm. Or they waitin parking 
lots to court engineers. Some companies are 
fighting back. Besides requiring visitors to 
sign “non-disclosure agreements”, several 
now demand a “don’t-recruit agreement” 
too. Other firms have stopped keeping a 
company directory, for fear that it might end 
up in the hands of a headhunter. On many 
corporate websites, employee names have 
vanished. 


The best things in life are free 

What are the winning strategies in this war 
for talent? Abandoning suits costs nothing, 
but it may make only a marginal difference 
to a worker's decision about where to earn a 
living. Title inflation, such as turning new re- 
cruits into vice-presidents, is a popular, 
cheap tactic for start-ups, but it may not 
work at traditional firms that come with es- 
<. tablished pay structures. 

As the New York Times recently pointed 
out, in recent years American companies 
have increasingly required their staff to 
check in their freedoms at the office door, 


90 


of their waking hours in 
what amounts, in plain terms, to a dictator- 


ship.” But the need to keep workers happy 
may now force bosses to relax their iron grip. 
The Wall Street Journal reports that compa- 
nies are Starting to relax the anti-dating poli- 
cies they introduced as insurance against 
sexual-harassment laws. They may be pre- 
pared to forgive mistakes that would once 
have resulted in dismissal, such as minor 
drugs offences or sexist workplace language. 

Free lunch (though not to the employer) 
is one of many perks that more and more 
employers are starting to offer their staff. 
Texas Instruments’ concierge team will re- 
pair an employee's pick-up truck: Sun Mi- 
crosystems provides an in-house laundry. 
In-house gyms, sports clinics and trainers are 
proliferating. Netscape has its own dentist; 
Intuit offers in-chair massage. Health-care 
benefits are being increased, to ease em- 
ployee frustration with stingy managed- 
care organisations. Benefits are also being ex- 
tended to live-in and same-sex partners. 

None of these comes completely free, of 
course; and none works as well as straight 
money. But even sackloads of greenbacks 
may not be enough. Some senior executives 
at blue-chip firms, such as Citi’s Ms Miller 
and Andersen's Mr Shaheen, had already 
made so much in their old jobs that money 
was no longer a big factor: more important 
was the opportunity to do a job that is more 
exciting and fashionable, and that smacks 
more of being an entrepreneur than a cor- 
porate bureaucrat. 

Traditional firms probably cannot offer 
much to keep such people, although the 
Damascene conversion of many offline 
firms to the Internet may owe as much to the 
need topersuade their staff that they work at 
a cutting-edge entrepreneurial firm as to 
management actually “getting it”. One exec- 
utive at Merrill Lynch privately admits that 
the stockbroker’s sudden enthusiasm for the 
web last summer was in part inspired by the 
need to restore the morale of employees who 
had become fed up with working for a firm 
that was seen as an Internet Luddite. 

Many traditional firms that are unable to 
transform themselves into Internet busi- 
nesses have started dot.com subsidiaries, 
motivated as much by the need to attract 
and retain talented workers as by plausible 
business strategy. pty di- 
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“pursue their dreams. Some firms even allow 


staff time off to work on such projects. Ear- 
lier this month David Shaw, a hedge-fund 
manager, learned a hard lesson when he 
waved a friendly goodbye to one former em- 
ployee who wanted to start a dot.com busi- 
ness. Nowadays, when one of his workers 
has a bright idea, Mr Shaw tries to invest in it 
too, in case he does as well as that first em- 
ployee: Jeff Bezos, founder of Amazon.com. 

J.P. Morgan has set upa separate technol- 
ogy business in Cambridge, Massachusetts, 
easing somewhat its struggle to recruit grad- 
uates. On March gth it announced the 
launch of LabMorgan, a $1 billion e-finance 
unit that will back promising ideas from in- 
side and outside the firm. According to Nick 
Rohatyn, who will run the Lab, “We have a 
pretty competitive proposition: come to 
Morgan, leam a skill, understand the mar- 
kets from within the security of a big institu- 
tion, and, if you come up with a great ven- 
turable, incubatable idea we will fund it, 
rather than the all-or-nothing, bet-your-life- 
on-one-venture insecurity of going to a 
dot.com start-up.” 


Money, that’s whatI want 


For most people, the lure of money decides 
where they deploy their talent. Traditional 
firms have a lot of that, but dot.coms too, to 
borrow from the latest ad for E*Trade, an on- 
line stockbroker, have “money coming out 
the wazoo.” The days when people would 
take a pay cut to work at a start-up are gone. 
According to Paul Danos, dean of the Tuck 
School of Business (Dartmouth), a record 
85% of this year’s graduates had already ac- 
cepted a job offer by January, “and the rest 
were holding out for something better.” 
Their average starting salary? Over $130,000. 

Matt Ward, of WestWard Pay, a Silicon 
Valley pay consultancy, says wage inflation 
is being driven by the “new Grapes of 
Wrath.com” types coming from the old 
economy to-Silicon Valley to get rich quick. 
“The greed culture is coming from the gold 
diggers leaving the stodge companies, look- 
ing for pretty outrageous contracts, includ- 
ing guarantees. That tends to infect the com- 
pensation data, pushing up prices all 
round.” Dot.com spin-offs from traditional 
companies are having the same effect, with 
extraordinary pay packages being offered by 
chief executives. 





rect, an online brokerage, 
boasts that selling its track- 
ing stock has reduced turn- 
over among technical staff 
from 30% a year to 5%, even 
though its share price is 
now below its issue price. 
Likewise, some firms 
have set up in-house ven- 
ture funds and incubators 
to finance schemes pro- 
posed by workers who p 
might otherwise quit to l 











Vested interest. 
New stock-option:-grants ; 
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Source: Federal Reserve Board o < >i Rane 


Already this year, lead- 
ing law firms in Silicon Val- 
ley have announced 
30-40% company-wide pay 
rises; their counterparts in 
New York and Washington, 
pe, have swiftly followed 
suit. There have been big 
pay rises at accountants 
and investment banks, too. 
| According to Rhoda Edel- 

man of Pearl Meyer, a re- 
| cruitment firm, there has 
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been a big increase in one-off initiatives tore- 
tain people at these firms, such as short-term 
and long-term loyalty bonuses. Even jour- 
nalists have been cashing in: hacks at the San 
Francisco-based new-economy magazine, 
Red Herring, have seen their pay packets 
double in the past three years, as well as re- 
ceiving share options ahead of its flotation. 


Nice problem if you can get it 

it is stock options that are the laser-guided 
cruise missiles in this war. Their value con- 
tinues to mushroom across America (see 
chart 3 on previous page). But the ability to 
offer the unlimited upside of a hot rro gives 
an inherent advantage to stock options of- 
fered by dot.com start-ups. Traditional com- 
panies, mostly public already, are lucky if 
they can offer any upside at all. Employees 
ata huge number of big old firms, and a few 
unfortunate new ones, have large numbers 
of share options under water—ie, their exer- 
cise price is above the market price. 

A traditional remedy for under-water 
options—repricing them downwards~-has 
become visibly more costly, thanks to new 
accounting rules to charge the cost of grant- 
ing options against profits. This is less of an 
inhibition for dotcoms whose share price 
has plunged, as they rarely have any profits 
to be charged against, and can present bigger 
losses as a badge of honour. But traditional 
firms suffer; and they are also finding it 
harder to grant new share options, because 
outside shareholders worry that their share- 
holdings are being diluted too much. Similar 
concerns are raised by spinning off separate 
dot.com subsidiaries, which, as well as dilut- 
ing the value of outside shareholders’ stakes, 
have invariably led to severe cultural pro- 
blems within a firm. 

A growing number of firms serving the 
dot.com industry are trying to overcome the 
limited upside of their own shares by giving 
employees a chance to make privileged 
early-stage investments. In Silicon Valley, ex- 
ecutive recruiters typically demand one- 
third of the options initially awarded to any- 
body they place, as well as the usual finder’s 
fee, which can top $m. One lawyer in Palo 
Alto said he was not unusual last year in 
earning more from payments from his firm’s 
venture fund than from hours billed. Even 
public-relations firms are making the oppor- 
tunity to invest a condition of taking on 
dot.coms as clients. As well as paying at least 
the market rate, Thomas Wiesel and Part- 
ners, an 18-month-old Internet-focused in- 
vestment bank, has been able to recruit by 
establishing a private-equity fund in which 
employees can invest. 

For traditional firms, however, in-house 
venture funds may actually exacerbate the 
problem they are designed to solve, by 
pumping even more cash into the employee- 
hungry dot.com sector. And they could store 
up problems further ahead should the ven- 
ture funds perform poorly. 
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Remarkably, this battle for talent has not 
so far shown up in accelerating economy- 
wide wage inflation. Annual wage growth 
across the economy averages around 3.5% 
and rising, but this is still below the recent 
growth rate of productivity, and is thus not 
causing a significant pick-up in consumer- 
price inflation. Unit labour costs were only 
1.8% higher in 1999 than they had been in 
1998, and they actually fell over the second 
half of the year. 

However, this picture may not remain so 
serene. Some costs now being incurred to 
hire or keep executives may not be showing 
up in the main labour-cost measures: for in- 
stance, these do not reflect the full costs of 
share-option grants. Other perks for work- 
ers, such as in-house kitchens, gyms and va- 
let services, may be charged to an employer’s 


central overheads, and not directly to em- ` 


ployment costs. But they may still be a drain 
oncorporate profits in traditional firms. 

It would be easy toexaggerate the macro- 
economic significance of soaring top-level 
non-labour costs. The much-sought-after 
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top talent still accounts for a small slice of the 
total labour market, so its higher cost may be 
offset in the averages by less generous deals 
for the masses. But even at the average level, 
employers’ health-care costs, for instance, 
have started to rise rapidly. Other perks 
could start to show up in the figures soon too. 
The growing fashion for investment bankers, 
consultants and lawyers to take their full 
holiday entitlements, for instance, could add 
directly tocosts. 

Indeed, the boom in rewards for skills is 
causing some inflationary problems already. 
House prices, particularly in and around Sili- 
con Valley, have risen dramatically, making 
it even more expensive to bring in talented 
workers and forcingeven longer journeys on 
poorer workers, who must commute. The 
growing inequality between the sought-after 
minority of “winners-take-all” employees 
and the rest may also reap a whirlwind: at 
best, growing pressure for across-the-board 


` Stead, to survive until stockmarket condi 


nior grey hairs may help, by allowing a faster 
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wage increases; at worst, social strife. o 

The need to pay tap employees with _ 
shares and options may also be contributing ©. 
to asset-price inflation in the stockmarket: 
Established companies. are repurchasing: 
their shares to meet the demands of their 
employees. More c ally, some compa- __ 
nies are also buyi eir own shares 
simply to stop their lling and their 
workers quittin 
market is one 
Federal Reserve 
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and very little downside, from quitting. In 


tions return to normality, they should d 
whatever they can to keep those employee 
who value the security of being at an estab- 
lished firm: 30- and 40-somethings with’ 
dren, for instance. Here, the departure of se- 


career track for the frustrated middle rani 
Preparing and advertising succession pl 
for top posts may also help. These employ: 
ees need to be convinced that their firm has 
an exciting future and that they have a big 

part to play in shaping it. 

Long-term loyalty bonuses and more 
generous pensions alsc make sense. And, al 
though it risks disrupting corporate cultures, 
paying according to personal performance 
rather than position within the hierarchy i 
also becoming essential, even for those 
workers with a preference for staying put 
the current climate, it is worth paying a hig! 
price for staff loyalty. 

The day may come when working for 
start-up that fails will mean unemployment 
not the thrill of being snapped up immedi 
ately by another dot.com; and when the en: 
trepreneurial experience gained may. tum 
out not to be the valuable addition to a ré 
sumeé it now appears to be, but evidence o 
bad judgment. People may come to value the 
security offered for serving time with anem 
ployer; and employees may decide the 
should spend less time updating their résu 
més and more impressing their boss. They 
may even fetch out their suits once more. Büt 
for now, the battle for talent is likely notonly 
togoon, but to intensify. 
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Sole financial adviser on its US$129 billion 
merger with MCI Worldcom, 
October 1999 
Pending 











vodafone 
dirtouch 


Joint adviser on its €200 billion 
merger with Mannesmann. 
February 2000 


| Pending 











PACIFIC CENTURY CYBERWORKS 
PASI: Crane CyrenWonce 


Joint adviser on its proposed 


merger with Cable & Wireless HKT for 
implied value of US$38 billion 
February 2000 
Pending 
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Wake-up call 


NEW YORK 


Share prices are becoming more volatile. Does it matter? 


T IS as if share prices were being set by the 

Grand Old Duke of York. Since America’s 
main stockmarket indices peaked in Janu- 
ary, they seem to have lost a sense of direc- 
tion. But they have lost none of their sense of 
drama. The 499-point one-day rise in the 
Dow Jones Industrial Average on March 16th 
was merely indicative of a volatility that has 
become increasingly familiar. And hun- 
dred-point single-day moves, often revers- 
ing similar changes the day before, have be- 
come positively commonplace on Nasdaq, 
the electronic exchange stuffed with tech- 
nology shares. 

Greater volatility matters for several rea- 
sons, It sheds light on what is happening in 
an economy—and in the minds of investors. 
It makes investing in shares a riskier busi- 
ness. And it has big knock-on effects on the 
prices of other securities, such as bonds. 

The recent rise in volatility should be 
seen in its historical context. Because stock- 
markets have risen so much in recent years, 
you would expect bigger swings in the 
“points value of the indices. William Schwert, 
aneconomist at the Simon School in Roches- 
ter, points out that, although ajumpof 499in 
the Dow was its biggest-ever daily points 
gain, in percentage terms it would not make 
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the top 35 increases since 1885. Moreover, he 
says, volatility is rising from historically low 
levels. With a century-long yardstick, he 
says, it is “not ridiculously high”. 

That may be so, but volatility has in- 
creased fast enough to have some big conse- 
quences. For a start, it makes trading much 
riskier for those brave souls who favour fre- 
quent shifts into and out of the market. How 
sensitive investors are to this increased risk is 
debatable, though. Many big institutional in- 
vestors pursue long-term strategies that pay 
little or no heed to day-to-day movements. 

But what of individual investors? Cynics 
think that individual investors lack the intel- 
lectual wherewithal to understand a con- 
cept as sophisticated as volatility. But that is 
notentirely true, according to a new study by 
William Goetzmann and Massimo Massa, 
twoeconomists*. They found that one in five 
of the 91,000 individual investors they stud- 
ied responded consistently to changes in vo- 
latility. Oddly, though, two-thirds of these 
regarded increased volatility as an opportu- 
nity to move into the market. 

Financial economists are unsure why 
volatility ebbs and flows, but they reckon 
there are three common causes. One is that 
investors’ appetite for risk becomes less set- 


‘the ballooning index-fund industry. To kee 
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tled. Another is that there is a lot of contra- 
dictory news about: share prices are -re 
sponding to new information, which might 
tell a different story from-oneday to the next. 
And a third is that investors are increasingly _ 
uncertain about the true value of shares— 


and about different parts of the market. 


Certainly, investment banks are devot 
ing less capital to trading,which their share 
holders consider risky. This makes markets _ 
less liquid and, therefore, probably more vo 
latile. Philip Roth, an analyst at Morgan Stan 


‘ley Dean Witter, says thazinstitutional inves- 


tors are also to blame. One possible culpritis 





their portfolios in line with their weightings, 
they have to buy shares when prices are ris- 
ing and sell them when they are falling, am- 
plifying volatility. 

So-called value investors are a further : 
cause of instability. Although they profess to” 
invest only in shares that are cheap, many 
have done so badly with this strategy that. 
they have dipped their toes intoinvestment 
that they otherwise would not havetouch 
with a bargepole, notably technology stocks. 
When these falter, they promptly sell, po 
ping their money. back into investmen 
with which they feel more comfortal 
Such behaviour helps to explain why th 
tech-heavy Nasdaq and the Dow havesoo 
ten moved in opposite directions lately: 

What of the other two causes? The cu 
rent high volume of share trading sugge 
that there is plenty of disagreement and 
certainty about, rather than a lot of oni 
dictory news. News more often moves pri 
without resulting in much trading volu 
when its meaningis relatively clear. Yetno 
on average, every. share of every compan: 
listed on the New York Stock Exchang 
changes hands ata rate of once a year—com 
pared with once every three years in 19%, 
and every six years in 1974: 

There ate good reasons to. be less confi 
dent about how to value shares in genera 
and tech stocks in particular. The macroeco- 
nomic outlook is becoming harder to 
fathom. Worried about overheating (partly. 
as a result of buoyant share prices), the Fed- 
eral Reserve has been pushing up short-term 
interest rates. But many investors think that 
dot.com companies that have been driving 
overall prices higher w:ll be little affected b 
rising interest rates since they have few 
debts. Old-economy firms have lots. 

Which is another reason to fret about in- 
creased volatility in the stockmarket. Thereis 








*Daily momentum and contrarian behaviour of index 
fund investors”, by William Goetzmann and Massimo 
Massa, Yale School of Management, December 1999: : 
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“Stockmarket volatility and corporate bonds 
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a close connection between volatility in the 
overall market and spreads over govem- 
ment bonds that companies must pay for 
their debt {see chart). Intuitively, this makes 
sense: greater volatility in the stockmarket 
may mean that investors. are less certain 
about firms’ business outlook, and therefore 
their ability to service their debts. 

Last year was a bad one for the cor- 
porate-bond market. Defaults were at their 
highest level since the recession of 1991. The 
outlook for this year is little better. Lea Carty 
of Moody's, a rating agency, expects defaults 
onjunk bonds toexceed 6% at an annual rate 
later this year, compared with a historic av- 
erage of 3.25%. This E risk of default is 


linked to greater stockmarket volatility. 

In fact, itis probably more complex than 
this, xmv, a credit-research firm, looks at the 
behaviour of a firm’s share price to assess the 
likelihood of it defaulting. The firm reckons 
that the risk of default among the 9,000 or so 
non-financial American firms it tracks has 
doubled in the past 18 months. This seems 
odd. Firms’ equity is measured at market 
prices, and their debts at face value—and 
equity prices have gone up rather a lot in the 
last 18 months. You would expect default risk 
to have fallen. So why hasn’t it? 

One reason is that many firms have in- 
creased their debts sharply. In the year tolast 
September, debts of non-financial firms in- 







creased by 12%, the fastest rise since the 
mid-1980s. Much of this has been in the form 
of short-term debt, which is riskier for firms 
because lenders might refuse to roll it over. 

A lot of the extra debt has been used to 
buy back shares. This is potentially proble- 
matic because investors are left more ex- 
posed to the underlying business risk of a 
firm: they end up with what is left after its 
debts have been paid. And thanks to the fre- 
netic pace of technological change, that risk 
may be increasing. The net result, says David 
Goldman, a credit analyst at Credit Suisse 
First Boston, is that giant firms with seem- 
ingly unassailable market positions are be- 
coming as risky as high-tech companies. 
And the spreads on their bonds over Trea- 
suries may start to increase, too—as those of 
lower-grade debt have already done. 

Rising volatility may point to even nas- 
tier scenarios. Before the stockmarket 
crashes of 1929 and 1987, it increased sharply. 
Robert Shiller, author of “Irrational Exuber- 
ance”, a new book on the stockmarket and 
investor psychology (see our Economics fo- 
cus), says that history may not repeat itself: 
volatility can rise and fall without a crash. 
On the other hand, it does tend to increase as 
public interest in the stockmarket increases, 
and “you can’t have a crash without a lot of 
public attention being paid to the market”. In 
America, the public’s obsession with shares 
has never been greater. 





-British banking 


Called to account 


A government report claims that British banks are stealing money from their 


customers. Is the report right? 


EW can have been surprised. On March 
. & 20th, a report by a Treasury committee 

headed by Don Cruickshank, an erstwhile 
telecoms regulator, said that British banks 
were making “excess profits” of some £3 bil- 

lion-5 billion ($5 billion-8 billion) a year. Nor 
© Was it surprising that the government imme- 
- diately adopted most of the report’s key rec- 
ommendations to do something about this, 
Its campaign against “rip-off Britain” has 
fallen flat, as official studies have shown that 
consumers are not being gouged as much as 
ministers had supposed. 

Calculating what constitutes excess pro- 
fits is decidedly tricky, a fact that the report 
admits. Yet although the banks dismissed 
the report’s “flawed analysis”, it seems to 
have made a decent fist of it; The team com- 
pared British banks with their foreign coun- 
terparts and found what everybody already 
knew—that Britain’s are among the most 
profitable banks in the world. Of itself, how- 
ever, that is insufficient reason to ery foul. 
There are huge differences in market struc- 
tures between countries; the report would 
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have also to prove that there is something 
monopolistic about banking in Britain. 

One way in which Mr Cruickshank’s 
committee dealt with this question was to 
look at banks’ returns compared with their 
cost of capital. It found that British banks 
earned far more than even the most gener- 
ousestimate of their cost of capital. And they 
earned far more than their counterparts in 
other industries. This seems to imply a lack 
of sufficient competition. And it is rio mere 
blip: banks’ return on equity has exceeded 
25% in six of the past ten years (see chart). The 
industry's return to shareholders was more 
than five percentage points above that in 
other industries, even when the recession of 
the early 1990s is included. 

How could this be? With notable excep- 
tions (such. as Lloyds rss), few would argue 
that this performance has derived from su- 
perior management. Yet banking. is sup- 
posed to be a fiercely competitive market, 
with low barriers to entry. Mr Cruickshank, 
however, thinks that it is not. Because of 
banks’ key role in money transmission and 





the provision of credit, the banking market is 
not a competitive one. 

In one area, this is changing fast. Al- 
though the report contends that retail cus- 
tomers are being consistently over- 
charged—by up to £400 a year, contributing 
some 80% of the “excess” profits—it recom- 
mends that the government should stand 
clear. Mr Cruickshank says that new en- 
trants and new technology will do the trick 
without government intervention. This fact 
has not been lost on investors, which is why 
shares in big banks have fallen by as much as 
half from last year’s peaks. Here, at least, new 
entrants will harm banks’ profits more than 
any of the report's recommendations. 

But Mr Cruickshank reckons that com- 
al will not sort out the overcharging 
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A test of value 


N A week when Don Cruickshank ac- 
cused Britain’s banks of operating in a 
~ tigged market came one surprising finding. 
‘Prudential, Britain’s largest life insurer and, 

but for its Egg online bank, the epitome of 

dullness, trounced those same banks in an 
< jndex of global financial firms’ shareholder 
| performance published by Oliver, Wy- 
{+ man, a consultancy. The Pru came a re- 

spectable 18th in the world, whereas that 
supposed shareholder-value champion, 
- Uoyds tsp, crawled in at 


returns—capital appreciation plus divi- 
dends—with market averages. But that 
takes no account of the risks run by man- 
agers in order to earn those returns. Nor 
does it use a time period that captures 
whether managers are truly adding value 
or have simply been lucky. A more valu- 
able measure for judging managers’ strate- 
gic decisions would account for risk and 
avoid the distortions caused by short-term 
market fluctuations. 

Oliver, Wyman has 





85th place, and Barclays 
at 96th. NatWest’s 93rd 
spot perhaps showed p35 
why itsshareholdershad |77 
had enough and ac- 





tried just that with its in- 
dex. First published a year 
ago, the index has now 
been updated to reflect 
the five-year period to the 
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cepted a bid from Royal 
Bank of Scotland (95th). 
On this evidence, atleast, 
the British banks’ cartel 
has been woefully un- 
der-exploited. 

The index tries to an- 
swer the vexed question 
of what constitutes the 
best measure of share- 
holder value. Conven- 
tionally this is done by 








end of 1999. Aegon, a 
Dutch insurer, main- 
tained its top spot among 
the largest 200 firms by 
market capitalisation. 
That is remarkable, given 
that its own market cap- 
italisation actually shrank 
by $7.5 billion in 1999. But 
many other stars from a 
year ago have dropped 
well down the ranking. 
British failings aside, 











comparing annual total 









the index points to several important | 
trends in financial services. First, in an age | 
of financial behemoths, there is no correla- 
tion between size and performance, Some 
of the best firms were sma!l—Italy’s Medio- 
















Wyman, the gre 
beencreated bys 
eralists;retail firms | 
their shareholde 
Citigroup is an excep 
bines retail and wholes 





ither then gen- 
ar better for 





services arm, it would have come secondin 
the rankings. Perhaps it should take over a. 
British bank or. two to show ‘them how. 
things should be done. 











that he sees in the small-business market 
(such businesses are, for example, charged 
around 30% in annual interest on unau- 
thorised overdrafts). These businesses bank 
overwhelmingly with local branches, largely 
because they like to have somewhere nearby 
to deposit cash. Nationally, the market is 
highly concentrated—the four biggest banks 
have more than 80% of the market—but it is 
still more concentrated in particular regions. 
Even where there is a choice, the cost of 
switching banks can be very high. 

Mr Cruickshank wants some banks to 
divest part of their small-business opera- 
tions. He was unhappy about the acqui- 
sition of National Westminster by Royal 
Bank of Scotland, because of the degree to 
which the pair dominates the small-busi- 
ness market in north-west England. The gov- 
ernment immediately took the report’s ad- 
vice to ask the Competition Commission to 
investigate this market (though it did not 
block the merger): But technological 
change—some banks are trying to tailor In- 
terriet banking to small businesses—and the 
publicity given to this report may be enough 
tomakea structural solution unnecessary. 
<42 Certainly, publicity and trenchant criti- 
_cisms by the Cruickshank team have already 
forced some reform in parts of the payments 
system. The Link network of arms was 
forced last month to promise not to double- 
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charge customers for withdrawals, and toin- 
form them in advance of withdrawal fees. 
Even so, Mr Cruickshank thinks that 
more oversight is needed. He wants a pay- 
ments regulator, to be called PayCom, to 
oversee Link and the rest of Britain’s pay- 
ments sytem, including direct debit, BACs 
(the system for transferring money electroni- 
cally between accounts), and the cheque- 
clearing and credit-card networks. Britain’s 
money-transmission charges are among the 
highest in the countries studied by the re- 
view. Retailers also pay hefty charges to both 
Visa and Mastercard, which happen to be 
owned and dominated by the same group of 
big banks. Even those responsible for the 
payments system acknowledge that parts of 
it, such as standing orders, are “Victorian”. 
The report’s argument for a regulator of 
the payments systems is persuasive. Which 
is why, in this week’s budget, Gordon 
Brown, the chancellor of the exchequer, 
promised legislation to ensure competition. 
But again the fear of regulation may already 
be having an effect. aracs, which co-ordi- 
nates payments systems, was preparing to 
admit its first non-bank member on March 
23rd (even if it is merely the government- 
owned post office). And itis also working on 
plans to haul electronic payment into the 
new century. The zist century, that is. 
satay m" 





South African banking a 
Profit in povert 


JOHANNESBURG 

























ROVIDING financial services to poor 
people has always been a rather disrep- 
utable niche market. The. traditional ap- 
proach is to lend at huge interest rates and 
break the legs of clients who fail to service 
their debts. Since it is not possible for large fi- 
nancial firms to adopt this business mode! 
and remain reputable, they often ignore 
poor. But two South African companies. 
Standard Bank and Old Mutual, an insurer. 
are showing that you can profit from ban 
ing the unbanked anc insuring the uni 
sured without using baseball bats. The strat: 
egy is to minimise costs by the use of. 
technology, and to understand that the poor. 
are different from you and me: they haveless 
money, so they need diferent services. 
Standard Bank firstset outto wootheim 
pecunious in 1994, the year apartheid ended. 
Its AutoBank E now has 2.6m low-incom 
customers, and is adding roughly 50,000. 
month. Almost all are people who previ- 
ously kept their money in biscuit tins or. in- 
formal neighbourhood savings clubs. Many 
were unable to meet minimum-balance re- 
quirements or to understand complex bank 
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charges. AutoBank E allows almost anyone 
toopen an account with a deposit of only 50 
rand ($8). Paperwork is kept to a minimum. 
Customers are given a cashpoint card, and 
shown how to use it by staff who speak a va- 
riety of African languages. 
Simplicity is paramount. All transactions 
_are done at arms. A flat fee is charged each 
time. Customers do not need a separate sav- 
ings account. Instead, a “savings purse”, into 
< which money can be transferred, is attached 
to every account. Customers do not even 
have to be literate to use the service: many 
simply remember the sequence of buttons 
they need to press. Computerisation makes 
it possible to lend money to people with no 
collateral and no formal address: the com- 
puter analyses a customer's savings history 
to decide whether he is creditworthy. Since 
there areno back-office staff and little paper- 
work, AutoBank E’s costs are 30-40% lower 


than at traditional branches. Interest rates 


on deposits are low, but biscuit tins pay less. 
Even those whose only income is a state pen- 
sion can afford to bank with AutoBank E. 

Given South Africa’s crime, security is 
also important. Each customer is given a 
“stop” card that can be used to freeze the ac- 
count if the cashpoint card is stolen. Cash 
machines are located in well-lit, guarded 
buildings, usually near where customers 
work, rather than where they live.One hang- 
over from apartheid is that many black 
South Africans still live in formerly black- 
only slums. Putting cash machines in city 
centres means that customers need to carry 
cash only a few yards to the shops. 

For Old Mutual, the key to making pro- 
fits from insuring the poor is to look at them 
in groups rather than as individuals. Twenty 
years ago, the firm started offering life insur- 
ance and funeral cover to low-paid civil ser- 
vants. Premiums were calculated on average 
risks, and collected from the government’s 
payroll. These “group schemes” have been 
extended to low-paid private employees ap- 
proached at work or through trade unions. 
Sales agents work for salaries, rather than 
commissions, to help win the trust of cus- 
tomers. Branches are located in cheap neigh- 
bourhoods, or agents work from home. 

Group schemes are simple to under- 
stand, cheap to administer, and cater to tra- 
ditional African priorities by extending 
cover to parents and elders as well. Premi- 
ums are as little as a quarter of those for poli- 
cies aimed at the middle class. Old Mutual 
now has roughly 750,000 group-scheme cli- 
ents. In a recent report, McKinsey, a consul- 
tancy, calculated that the net present value 
of each policy to Old Mutual was.a healthy 
23% of the premium. 

The lesson? Rich customers are always 
more attractive than poor ones. But there are 
an awful lot of poor people, and few firms 
competing for their savings. Anopportunity, 








China and the WTO 





Dire straits? 


HREATENING to lob missiles at Taiwan 

is not perhaps the ideal way for China to 
persuade America’s Congress to approve a 
bill toset the twocountries’ trade relationson 
anormal footing. Capitol Hillis up in arms at 
Beijing's recent bellicosity, which seems sud- 
denly more ominous following the election 
as Taiwan’s president of Chen Shui-bian, 
whountil recently had openly supported in- 
dependence from China (see pages 23-28). 
But behind the bluster, China’s chances of 
joining the World Trade Organisation (wro) 
this year have actually improved of late. 

Getting China into the wro is many 
countries’ top trade priority. Companies are 
clamouring for greater access to China’s gi- 
ant market. After the failure of efforts to 
launch a new round of world trade talks in 
Seattle in December, trade hands have little 
else to do, For its part, the wro would like to 
show that at least one big country—-China— 
appreciates it. With little to show so far for 
his seven months in office, Pascal Lamy, the 
European Union’s trade commissioner, 
would dearly love a success to trumpet. And 
there is the small matter of Bill Clinton’s lega- 
cy, which could do with burnishing. 

The good news is that talks between the 
eu and China, which broke down last 
month, have resumed. Since America and 
China reached an agreement last Novem- 
ber, the eu is now the most important of the 
ten wro members with which China has yet 
to agree entry terms. Mr Lamy, who has 
repeatedly postponed a trip to Beijing, is 
now arriving in the Chinese capital on 
March 27th. Although £u officials remain 
tight-lipped, Mr Lamy has previously hinted 
that he would go to China only if there were 
agood chance of clinchinga deal. The biggest 
sticking point is mobile telecoms, an indus- 
try in which European firms stand to gain a 
lot from liberalisation of China’s market. 

There are positive signs from America 
too. The administration has stepped 
up its efforts to win over Congress. It 
has set up a campaign “war room”, a 
tactic that was successful in pushing 
the North American Free-Trade 
Agreement (NAFTA) through a hostile 
Congress. in 1993. It is pressing for a 
United Nations resolution chastising 
China’s human-rights record, to. as- 
suage those who accuse it of caring 
only about trade. Mr Clinton himself 
is wooing influential congressmen, 
such as Trent Lott, the Republican Sen- 
ate leader, with reassurances that he is 
pushing hard for the China bill. The 
administration is aiming for a vote be- 
fore the end of May. 

Another reason for optimism is 
that the art-cio, America’s biggest 








-| trade-union group, has weakened its opposi- 


tion to the China bill. Although it is planning 
a big rally on Capitol Hill on April 12th, there 
is more bark than bite to its campaign. It has 
decided not to make opposition to the China 
bill a prerequisite for its support in Novem- 
ber’s elections. Its overriding objectives are 
the election as president of Vice-President Al 
Gore, who supports the China bill, and win- 
ning a Democratic majority in the House of 
Representatives. Dick Gephardt, a protec- 
tionist and union champion who is none- 
theless conspicuously pragmatic on the 
China bill, would then become the speaker. 

All of this good work could, of course, 
come to naught if matters get out of hand in 
the Taiwan straits. Republicans of a more ex- 
treme persuasion are threatening to tack on 
to the China legislation a bill that would 
strengthen American military support for 
Taiwan, a measure so provocative to China 
that President Clinton would probably have 
to veto it. But now that Taiwan's election is 
over, China shows signs of moderating its 
rhetoric. This should soothe passions on 
Capitol Hill. Moreover, Taiwan strongly sup- 
ports China’s accession to the wro, because 
it can join only after China has and because 
it sees the wro as a valuable forum for infor- 
mal contact with Beijing. 

Winning the vote in Congress is not go- 
ing to be easy, even so. But China does not 
formally need Congress’s nod in order to 
join. China's access to American markets is 
currently conditional on an annual vote in 
Congress that is swayed partly by its human- 
rights record. Ideally, Congress ought to 
grant China permanent access, as it does to 
other wro members, before China becomes 
one itself. But if Congress refuses todo so, the 
Clinton administration says it will still sup- 
port China's entry, while invoking a waiver 
from its wro obligations towards it (as it al- 
ready does with Cuba). Since China would 
probably demand a waiver too, American 
exporters would end up at a disadvantage to 
European and Japanese ones. Which will no 
doubt be a powerful argument for Congress 
to approve the China bill. 
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Philippine stockmarkets 


Thriller in Manila 


MANILA 


A financial scandal has shaken the Philippines to its core 


HIS week officers at the Philippines’ Se- 

curities and Exchange Commission (sec) 
were preparing a retirement party for their 
boss, Perfecto Yasay, complete with the 
usual “plaque of appreciation” describing 
him as “our sharp, witty and charming 
chairman”. Yet although the plaque was 
signed by the sec’s four other commission- 
ers, only one planned to attend the party. 
Which is perhaps not that surprising. For a 
fortnight ago, all four issued a public state- 
ment bitterly attacking Mr Yasay and calling 
him a “liar”. Mr Yasay, in turn, has accused 
them of caving in to Joseph Estrada, the 
country’s president, to tone down an investi- 
gation into one of Mr Estrada’s close friends. 

Mr Yasay’s retirement is coming amid a 
huge scandal that has rocked the country’s 
financial institutions, frightened 
foreign investors and driven the 
stockmarket down by a quarter 
this year. It even threatens, say 
some, to bring down Mr Estrada’s 
government. “What is at stake is 
the future of the capital markets in 
the Philippines,” says a person at 
the heart of the troubles. “If we fail, 
investors will never come back.” 

At the centre of the scandal is a 
company called sw Resources; 
and Dante Tan, an ethnic-Chinese 
Filipino businessman and the 
company’s main shareholder. A 
year ago Bw was little more than 
an unknown shell company. Mr 
Tan was known mostly as a friend 
of “Erap”, as Mr Estrada is known 
to Filipinos, and as a generous contributor to 
his campaign coffers. 

But during 1998 and most of 1999, accord- 
ing to a report by investigators at the Philip- 
pine Stock Exchange (se), Mr Tan had been 
snaffling up shares in Bw without disclosing 
this to the exchange (which is illegal) and 
“knowing full well” that he was planning to 
merge sw with another company under his 
control that owns a valuable online bingo li- 
cence. On top of that, says the report, Mr Tan 
was in cahoots with at least eight stockbrok- 
ing firms to fake transactions and thus to in- 
flate volumes in Bw shares. 

For a while the scam worked spectacu- 
larly. sw shares surged from two pesos (five 
cents) in January 1999 to 107 pesos at their 
height last October. In June, Mr Tan un- 
loaded some shares, racking up a profit of 
perhaps 800m pesos. But, as the report 
makes clear, this exposed Mr Tan to charges 
of insider trading. Last autumn, Mr Tan 
brought in a friend, the Macau casino king 
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Estrada sings the stockmarket blues 


Stanley Ho, to become chairman of sw. Mr 
Ho said he would invest heavily in sw. But 
he did not; and in October sw’s shares 
crashed. Mr Tan now portrays himself as “a 
victim”. 


The lonely investigator 

Colourful as it is, the Bw saga is hardly the 
stuff of constitutional crisis. The real pro- 
blems started when stock-exchange investi- 
gators found themselves under pressure not 
to probe too deeply into Bw. 

In 1998 the rse took over the regulatory 
functions that had once belonged to the sec. 
Last autumn, as he delved into the Bw case, 
Ruben Almadro, head of the pse’s surveil- 
lance department, found himself at the cen- 
tre of a vicious struggle between the broker- 
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members that control the exchange and its 
few non-broker managers. He started to re- 
ceive anonymous phone calls to “lay off or 
else”, as he puts it. In February he moved his 
family and received permission for his team 
to prepare their report outside the stock-ex- 
change building. 

Mr Almadro submitted his conclusions 
to the exchange’s ethics committee in mid- 
February, but was fearful that they would 
draw his report's teeth. Seven of the commit- 
tee’s members are brokers, and the two non- 
brokers struggled with the report's technical- 
ities. He was not the only one to worry. The 
sec’s Mr Yasay and Raul Roco, a prominent 
senator, also demanded to see copies of the 
report before it could be “watered down” by 
the committee. Three days later, Mr Roco 
made the report public. Mr Almadro subse- 
quently learnt from a committee member 
that it was “drifting toward exonerating 
everybody.” In early March, the exchange’s 
chairman clamped a gagging order on Mr Al- 
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madro. On March 7th he resigned; 16 of his 
colleagues went with him. “I felt so bad that 
no single member ever came to my defence,” 
says Mr Almadro. 

Without a compliance department, the 
pse could no longer technically claim to be 
regulating itself. So the sec has stepped back 
in. On the day of the mass resignations, Mr 
Yasay had a meeting with his fellow com- 
missioners. They disagree about what was 
discussed, but Mr Yasav later tried to sus- 
pend trading on the exchange. The other 
commissioners now claim that he did so 
“without first clearing :t” with them, and 
they overturned his order. The next moming 
Jose Pardo, the country’s finance secretary, 
rang the opening bell. But ifhis aim was to re- 
store confidence, he wes unsuccessful: the 
market fell further still. 

Mr Yasay claims that the other commis- 
sioners made their move because they had 
been pressured by the president or those 
close to him. (Earlier this year, Mr Yasay testi- 
fied under oath that Mr Estrada bullied him 
to drop investigations into Bw.) Although Mr 
Estrada denies this, Mr Pardo admits to hav- 
ing called several of the commis- 
sioners, though he says that “if 1 
ever pressured them, it was gentle 
persuasion”. In the Philippines, 
“gentle” is a relative term. 

Although Mr Estrada declares 
that anyone found guilty must go 
to jail, it is common knowledge 
that he relies for his political sup- 
port on “the people with short 
names”, as one insider refers to the 
mostly ethnic Chinese business- 
men who backed him. Moreover, 
the president and Mr Yasay have 
long been enemies. Last year, the 
government suspended Mr Yasay 
for months merely because he had 
closed down a small cafeteria in 
the sec. A few years ago, as a com- 
missioner, he helped to oust the sec’s then 
chairwoman (and distant relative of Mr Es- 
trada) and took her place. “It’s what you call 
karma,” says a friend. “You do something 
and it comes back to you 100-fold.” 

For now there are no compliance proce- 
dures at all on the exchange. Foreign inves- 
tors have duly fled. To tempt them back, the 
pse needs root-and-branch reform. A securi- 
ties act is now before parliament, and is due 
to be passed by April 15th. Pressure is grow- 
ing to include a clause to demutualise the ex- 
change in order to loosen the grip of the bro- 
kers. As for the sec, Mr Yasay’s successor will 
have to prove that it is independent, with 
teeth. That may be no easy task. Its budget 
has been cut. Its office nestles under a dusty 
Manila highway; employees queue for at 
least 20 minutes for the lift. Filipinos, who 
have never seen anybody go to jail for in- 
sider trading, may have to wait a lot longer 
for their stockmarkets to be cleaned up. 

— 
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- Shiller, an economics professor at 















Such is the exuberance on Wall Street that only a brave man insists that the 
American stockmarket is overdue for a crash. Down the long history of 
bubbles ready to burst, it was ever thus 


CCORDING to tried-and-tested mea- 
sures, Wall Street today is more over- 
valued than at any other time in the past 
150 years. In September 1929, just before the 
crash, the price-eamnings ratio for the sar 
composite index, calculated on a back- 
ward-looking ten-year moving average of 
earings, reached 33. That was far higher 
than at the other two great market peaks of 


„the past century, in 1901 and 1966. Until the 


19908, these three dates were the distant 
outliers in the history of that crucial ratio; 
in all three cases, the markets went on to 
suffer prolonged (and, in 1929, cata- 
strophic) slumps. In January, the price- 
earnings ratio, calculated on the same ba- 
sis, soared to 44. And this week, 
after three months of extraordi- 
nary turbulence, it was once again 
at about that level. 

These figures are more or less 
all it takes to convince Robert 


Yale and a leading authority on the 
economics of financial markets, 
that stocks are going to pay far, far 
smaller returns to investors over 
the next ten years, say, than they 
have over the past ten. His new 
book*, published next month, is 
concerned not with proving that 
the market is overvalued—given 
the numbers, Mr Shiller regards 
that as all but self-evident—but 
with explaining how it all hap- 
pened. Within those limits, the 
book is first-rate. 

Mr Shiller looks carefully at the fac- 
tors—structural, cultural and psychologi- 
cal--that have powered Wall Street to its re- 
cent levels. He defines structural factors to 
include, first, “precipitating” forces, such as 
the arrival of the Internet, demographic 
shifts (affecting the pattern of spending 
and saving), the new political consensus in 
favour of low taxes, changes in the pen- 
sions business, the declining quality (ie, 
increasingly optimistic) of professional in- 
vestment advice, and others. The second 
kind of structural factor “amplifies” such 
events. They are “naturally occurring Ponzi 
processes” that create a self-sustaining cir- 
cle of rising investor confidence, starting 
from the precipitating events, which are of 
little or ambiguous significance in them- 


+ "Irrational Exuberance". By Robert Shiller. Princeton 
University Press, 282 pages, $27.05. 











selves for corporate earnings and hence for 
fundamental valuations. 

When he turns to cultural factors, Mr 
Shiller has harsh and persuasive criticisms 
to make of the news media. As he point- 
edly remarks: “The history of speculative 
bubbles begins roughly with the advent of 
newspapers.” He describes how the media 
are drawn into the bubble-inflating pro- 
cess, thanks to their obsession with bogus 
market “records” of one kind or another, 
their remorseless short-termism (financial 
commentary on television in America now 








serves as the media equivalent of day-trad- 
ing), their fondness for bandwagons and 
their appetite for “new era” stories. 

In this, as elsewhere in the descriptive 
parts of the book, Mr Shiller frequently 
looks back to the 1920s and the 1960s, find- 
ing parallels atevery turn. Every bubble is a 
new era, it seems-—and every new era, by 
the way, includes revolutionary improve- 
ments in management. Today there is the 
Internet, the big change that explains 
everything. Quite so—just as the 19208 had 
an accelerating rate of invention right 
across the economy, the spread of new 
mass-production technologies, the prolif- 
eration of the car and a growing network of 
highways, and the application of new sci- 
entific methods of management. The 19508 
had world peace, no less, television, 
atomic-age science, permanently low in- 
flation (so it seemed), and, inevitably, new 
scientific methods of management. 


Mr Shiller’s case-——stockmarkets can get 
things badly wrong, and similar mecha- 
nisms are at work each time they do—is 


very strong. “Irrational Exuberance” 
should be compulsory reading for any- 
body interested in Wall Street or financially 
exposed to it; at the moment that would be 
roughly everybody in the United States, 
from Alan Greenspan down to the prover- 
bial shoe-shine boy. Mr Shiller ought to 
have a bestseller on his hands—except that 
the one thing people won't buy on Wall 
Street these days is bad news. 

For all the book’s virtues, though, it is a 
pity that Mr Shiller has paid no more than 
cursory attention to authors who: argue 
that the market is, after all, correctly val- 
ued. For instance, the thesis that equity 
prices are in the midst of a historic step- 
change, caused by investors coming to real- 
ise that shares over the long run 
are no riskier than bonds, is 
barely addressed. Mr Shiller does 
little except to point out that 
shares (the residual claim on a 
corporation after other creditors 
have been paid) are intrinsically 
riskier than bonds; and that the 
idea of a zero “risk-premium’” on 
equities therefore lacks any plau- 
sible rationale. 

Nor does Mr Shiller look with 
any care at the view that a pro- 
ductivity revolution has perma- 
nently raised America’s growth 
rate, and hence transformed the 
prospects for American cor- 
porate earnings. Yes, it was said in 
those earlier periods. But might it 
be true this time? It would have 
been instructive for Mr Shiller to work 
through the numbers on exactly how vast 
an improvement. in growth would be 
needed to justify present market valua- 
tions, according to the traditional bench- 
marks. Again, he is content to point out that 
people have nearly always assumed a 
“new economy” in the years before a bub- 
ble bursts. He seems to regard such claims 
today more as proof of his position than as 
theories that challenge it and deserve to be 
taken seriously. 

On the economics, he may well be 
right. But it is a shame that the book is di- 
rected in this way mainly to people who al- 
ready think that Wall Street is overvalued 
rather than to:those who have been per- 
suaded by one cod theory or another that 
current valuations make perfect sense. Per- 
haps Mr Shiller supposes that these people 
are by now beyond the reach of rational ar- 
gument. Sadly, he may weil be right. 
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Folding stuff 


SCIENCE AND TECHNOLOGY 


. Research on the structure of proteins suggests it is surprising not that diseases 
such as Alzheimer’s are common, but that they are not much commoner still 


< FN i906 Alois Alzheimer, a German neu- 

"A rologist, first found the clumps of fibrous 

<< protein that are characteristic of the disease 
“that now bears his name. These “amyloid 
plaques” have become synonymous notjust 
with Alzheimer’s disease, but with a number 


- of other illnesses that wreak havoc in the 


brain. These include Parkinson’s disease and 


` 1 Cteutzfeldt-Jacob disease, the human coun- 


--“terpart of mad-cow disease. But almost a 
< “hundred years after Alzheimer first discov- 
ered the plaques, nobody has a clear idea of 
exactly how they damage the brain. And 
only recently have researchers managed to 
‘get a better understanding of 
how and why amyloid forms in 
the first place. 

Much of this new work has 
been done by Christopher Dob- 
son of Oxford University and his 

„collaborators. And their latest re- 
search, as yet unpublished, sug- 
gests that a way may even be 
found to treat amyloid diseases. 
For Dr Dobson, in collaboration 
with Luis Serrano, who works at 
the European Molecular Biology 
Laboratory in Heidelberg, Ger- 
many, has now been able to engi- 
neer a protein that can do every- 
thing it is normally supposed to 
do—but that also resists forming 
amyloid. 


A twisty-turny thing 
A few years ago, researchers were 
reasonably certain that only a 
few proteins out of the 100,000 or 
so found in the human body 
were able to form amyloid—and 
that this was largely because 
those proteins were somehow 
defective. But last year, that piece of conven- 
tional wisdom was turned on its head. Dr 
Dobson found that proteins do not have to 
be chock-full of defects to form amyloid; 
many, and quite possibly all, will do so 
readily in the right conditions. 

Proteins are long chains of smaller mole- 
culescalled aminoacids. An aminoacid con- 
sists of a carbon atom with four groups of at- 


THE ECONOMIST MARCH 25TH 2000 


oms attached to it. These are an amine group, 
an acid group (hence the name), a hydrogen 
atom, and a fourth chemical group that can 
be any one of 20 different clusters of atoms. 
Amino acids link together to form a protein 
when the amine groupon one reacts with the 
acid group on the next. These links form a 
common “backbone” to the protein. What 
makes proteins different from each other is 
the order of the variable groups—the so- 
called side chains. 

In its normal form, however, a protein is 
more than just a simple string of amino ac- 
ids. Before it is ready todoits job, it must twist 





itself into an intricate three-dimensional ar- 
rangement, rather like a hugely complex 
pretzel. Amyloid is a severe departure from 
this pretzel shape—it consists of long, 
straight fibrils that can bond together to 
form structures called beta pleated sheets. At 
first, most people thought that amyloid 
formed because mutated side chains were 
interacting with each other in ways they 


to do. with 








were notsupposed to, Buta few years ago, re- 
searchers noticed that amyloid fibrils made 
from. different ad ery similar 
structures. Tha 
interactions 
rather than th 
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would all form peda if they s 
any reason partially unfold 1 
der the right conditions. 

With new research on a pro- 
tein called procarboxypeptidas 
A2, or ADAzh, Dr Dobson and Dr 
Serrano are beginning to tease 
apart the factors that determin 
how susceptible a protein iste 
such partial unfolding. They are 
also finding that they can affect 
this susceptibility by engineering 
the protein in ways that change 
its stability. 

ADAzh has two helix-shape 
structures called alpha helices _ 
that are packed against a flat 
sheet-like structure. The © 
searchers were able to form thi 
types of mutants in the protein 
in which one or both of the alpha 
helices were made-more stabl 
than they normally would ha 
been. Stability in the alpha h 
ces, even if it decreased the over. 
all stability of the protein, inhib- 
ited the formation of amyloid 
fibrils. But the inhibition was no! 
because the protein refused to 
unfold when the alpha helices were stabil 
ised. Rather, the stable alpha helices inhib- 
ited the types of interaction that would oth 
erwise lead to amyloid Zormation. 

It has been knowr. for a long time tha’ 
mutations in a protein can encourage amy: 
loid formation. Dr Dodson and Dr Serrano. 
have now shown that mutations, used judi- 
ciously, can actually suppress it—and that. 
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they can do so without changing the pro- 
tein’s structure and function. This suggests 
that protein engineering might be used to 
treat, and perhaps even to prevent, amyloid 
diseases, by allowing the manufacture of 
drugs that stabilise the relevant parts of the 
protein at risk. It might even be possible to 
use gene therapy to allow cells to produce 
proteins that are not so willing to aggregate. 
Moreover, many proteins that are medically 
useful as drugs tend to aggregate. Such pro- 
teins could be engineered to resist this ten- 
dency in ways similar to modified apazh. 
That would make them easier to handle, but 
leave their function unchanged. 

If it is, indeed, a common property of 
proteins that they can form amyloid when 
unfolded, even though they do not dosoina 
healthy individual, Dr Dobson thinks it 
means that proteins have evolved to favour 
forms that are less likely to aggregate into 
these potentially fatal clusters. Thus, a useful 
way to think of amyloid diseases is that the 
normal control mechanisms carefully set up 
by evolution to prevent aggregation have 
failed. Preventing a disease, or treating it, 
might be possible by changing either the 
protein, or its environment, back towards 
what it evolved to do in the first place. 

a — i J 
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Orbital debris 


A handful 
of dust 


N SPACE, nobody can see you making a 

mess. Although itis less than 50 years since 
the space age began, a large junkyard of ob- 
jects has already accumulated in orbit 
around earth. It consists of discarded rocket 
boosters, dead satellites, and fragments of 
various craft that have exploded or broken 
up. Pieces larger than a centimetre or so 
across can be tracked from the ground using 
radar, and the orbits of many thousands are 
well known. But less is known about the dis- 
tribution of smaller, dust-like particles, 
which are far more numerous. 

Such knowledge would help engineers 
to build more robust spacecraft. There is not 
much point worrying about big pieces of de- 
bris, because any spacecraft that collides 
with one will almost certainly be destroyed. 
Satellites can, however, be shielded from 
space dust. Since there are so many dust- 
sized particles, a small increase in the thick- 
ness of this shield can make a big difference. 

At the moment, says Anthony Tuzzolino 


of the University of Chicago, there is plenty 
of computer modelling going on of the distri- 
bution of space dust, but few data. Current 
models are based on measurements made 
by a probe called tpeFr, which measured 
dust impacts at an altitude of 450km (280 
miles) in the 1980s. So last year Dr Tuzzolino 
and his colleague John Simpson began an ex- 
periment to collect more information about 
the distribution of space dust. 

Their instrument, called spapus, was put 
into orbit, at an altitude of 850km, aboard a 
military satellite. By measuring the number 
of dust particles at this altitude, spapus will 
allow calibration of the mathematical mod- 
els used by spacecraft designers to predict 
the frequency of dust impacts. At the same 
time, the experiment's clever design makes it 
possible to distinguish between man-made 
and naturally occurring dust particles, and 
so determine their relative proportions. 

Whether a speck of dust is man-made or 
natural can be worked out from its trajec- 
tory. Before people started making such a 
mess, the number of dust particles orbiting 
earth was tiny, since they would have been 
dragged quickly into the atmosphere by fric- 
tion and bumt up. So most dust now in orbit 
around earth can be assumed to be man- 
made, Particles (known as meteoroids) that 





HIFFY underarms can be unpleas- 

ant: ask anyone who has ever trav- 
elled on an evening commuter train. Fresh 
sweat is odourless, but after a few hours it 
starts to pong something ‘orrible. The rea- 
son is that bacteria which occur naturally 
on the skin are gobbling up a fat-laden se- 
cretion known as sebum, and excreting 
smelly fatty acids. 

One solution is to stop the sweat. Nose- 
bum means nothing for the bacteria to 
munch on, and therefore no nasty by-pro- 
ducts. Commercial anti-perspirants do this 
by blocking the sweat glands with alumi- 
nium salts, which form a sticky gel. That, 
however, can cause allergic reactions, and 
tends toleave a residue on clothes. Another 
possibility is to kill the bugs with an alco- 
hol-based deodorant. But that leaves be- 
hind a bacterial wasteland, which risks the 
possibility that harmful bacteria will reco- 
lonise the skin before the usual, more be- 
nign ones can recover. 

Given that the market for deodorants 
is worth $1.5 billion in America alone, a bet- 
ter solution to this problem would be wel- 
come and probably very lucrative. And 
now Quest International, one of the 
world’s biggest fragrance houses, believes 
it has come up with one. 

First, Quest’s scientists identified ex- 
actly which of the several thousand bacte- 





The sweet smell of success 


ria that are found on skin cause the smell. 
The main culprits turned out to belong to 
one particular strain of a group called the 
Corynebacteria. These bugs are messy eat- 
ers. Instead of breaking their food down 
completely into odourless water and car- 
bon dioxide, and extracting maximum en- 
ergy from it in the process, they leave the 
job half-done. It is the incompletely di- 
gested molecules they leave behind that 
cause the smell. Other bacteria go about 
the task more efficiently,and sodonotcon- 
tribute to the problem. 

It has, however, been known for a long 
time that the application of perfume 
can, depending on what the per- 
fume is made from, sometimes 
cause bacteria to change their 
eating habits. Quest's researchers 
wondered if they could use this 
knowledge to work out a way of 
persuading the messy eaters to 
wipe their biochemical 
plates clean, thus stop- 
ping production of 
odoriferous fatty acids. 
And, after several years 
of work, they claim they 
have now done it. 

Exactly which chem- 
icals are involved is still a 
secret (patents are pending). 
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But the company’s “Targeted Biological De- 
odorancy” is at least as effective as any con- 
ventional anti-smelly. Tests have shown 
that it reduces body odour by 40-50% five 
hours after application. Unfortunately, no- 
body knows exactly how it works. 

One possibility, according to John Be- 
han, the head of applied research at Quest, 
is that the firm’s chemical cocktail is caus- 
ing the Corynebacteria to switch their di- 
etary preference to another source of car- 
bon (possibly cholesterol) that does not 
lead to the formation of fatty acids. An al- 
ternative explanation is that they are di- 
gesting their food more thoroughly. Dr Be- 
han hopes to pinpoint the actual 

mechanism in a series of 
trials that are currently 
under way. 
In the meantime, 
Quest hopes its intimate 
understanding of human 
skin bacteria will lead to 
further developments. In 
particular, it is working on 
deodorants especially de- 
signed for women, which 
take into account the femi- 
nine bacterial profile, and 
on male-only shower gels 
that are engineered to cope 
with more masculine mi- 
crobes. The possibilities are 
enough to make you break into 
acold sweat. 
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come from interplanetary space, on the 
other hand, are natural. 

spapus detects dust particles using two 
thin sensor layers, stacked 20cm apart, with 
the uppermost layer exposed to the messy 
wastes of space. Each layer consists of an ar- 
ray of elements made of foil, which produce 
tiny electrical pulses whenever they are pen- 
etrated by specks of dust. The larger the 
speck, and the faster it is moving, the bigger 
the pulse. Analysis of the pulses enables the 
researchers tocountindividual specks. Some 
particles, however, are energetic enough to 
puncture the top layer and strike the second 
layer. For such a particle, it is possible to 
work out its velocity (from the time taken to 
pass between the two layers) and its trajec- 
tory (from the relative positions of the ele- 
ments triggered in each sensor layer). 

After a year in orbit, the first results from 
sPADUS are now available. In all, it recorded 
159 impacts, which is broadly in line with the 
predictions made by the models for the 
number of dust particles that are 850km up. 
Ten of the detected particles were energetic 
enough to strike the second layer, so that 
their velocities and trajectories could also be 
calculated. Seven of the particles proved to 
be man-made, and three were interplane- 
tary in origin. Although this is a small sam- 
ple, it suggests that man-made dust particles 
predominate over naturally occurring ones. 

According to Mark Matney of Lockheed- 
Martin, who works at the Orbital Debris Pro- 
gramme Office at the Johnson Space Centre 
in Houston, Texas, shielding is an increasing 
influence on satellite design. Some satellite 
developers are beginning to design space- 
craft so that sensitive instruments are lo- 
cated towards the back of the satellite to 
minimise any risk of impact damage, and 
the side facing away from earth is shielded to 
protect it from meteoroids. If the results of 
spADus are to be believed, the problem is 
largely one of mankind’s own making. 

B 








Genomics 


Three's 
company 


HIS week witnessed the formal publica- 

tion in Science of the genome (the se- 
quence of pna “letters” in an organism's 
chromosomes) of a fruit fly called Drosoph- 
ila melanogaster—or, at least, of the two- 
thirds of it, known as the euchromatin, that 
contains the actual genes. The completion of 
the Drosophila genome was announced in 
February at a meeting of the American Asso- 
ciation for the Advancement of Science, Sci- 
ence’s publisher. However, the study's lead- 
ers, Craig Venter of Celera Genomics, a 
DNA-sequencing firm based in Maryland, 
and Gerry Rubin, of the University of Cali- 
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Flies are people, too 


fornia, Berkeley, were reluctant to be drawn 
at the meeting on the details of what had 
been found. 

The main purpose of the exercise, from 
Celera’s point of view, was to act as a prov- 
ing-ground for the techniques that the firm is 
now using to sequence the human genome. 
The results, however, are important in their 
own right. First, they confirm and extend 
knowledge about one of the most exten- 
sively studied organisms in biology. Second, 
they provide geneticists with that most valu- 
able of scientific commodities, a trend. 

Drosophila is the third so-called eukary- 
ote to have its genes more-or-less completely 
unravelled. Eukaryotes include the forms of 
life most familiar to people—animals, plants 
and fungi—as well as single-celled creatures 
such as Amoeba. Lots of prokaryotes—the 
bacteria and their kind, which are the other 
main group of living things—have had their 
genes sequenced, so meaningful compari- 
sons among them are possible. Adding the 
data from Drosophila to those from yeast 
and from a small worm called Caenorhab- 
ditis elegans means that such comparisons 
can now be made among the eukaryotes, 
and that meaningful comparisons can start 
to be drawn with other eukaryotes whose 
pna has not yet been fully analysed, includ- 
ing man. 

Drosophila has about 13,600 genes, but 
many of these are similar to one another. So, 
in addition to an organism’s genome, biolo- 
gists have invented the idea of a “proteome”. 
With a few exceptions, each gene is responsi- 
ble for storing the information needed to 
make a single protein. Similar genes make 
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similar proteins. Such genetic cous- 
ins, which can evolve into extensive 
families, are thought to be the re- 
sults of recent duplications of sec- 
tions of pna. They do not, therefore, 
truly contribute to genetic diversity. 
The core proteome of an organism 
counts such families as the equiva- 
lent of single genes, in order to get at 
the underlying variety. The core pro- 
teome of Drosephila turns out to 
have 8,065 members. Perhaps sur- 
prisingly, for what is on the face of 
things a simpler animal, C. elegans 
has a larger core proteome—9,453 
members. Yeasthas a core proteome 
of only 4,383 members. 

Much of the difference between 
the single-celled fungus and the two 
multicellular animals is accounted 
for by those genes and proteins that 
make multicellularity possible. 
These include adhesion proteins 
which hold the cells of a body to- 
gether, and homeobox proteins, 
which tell the cells in an embryo 
how to develop. But flies also have 
proteins that worms do not. Their 
immune systems, for example, 
while not as developed as those of 
vertebrates, seem to be more sophisticated 
than that of C.elegans. 

The researchers also compared the ge- 
nome of Drosophila with what has already 
been discovered about the genome of peo- 
ple—paying particular attention to genes 
that are implicated in human disease. Of 289 
such human genes, 177 turned up, albeit in a 
slightly different form. in the flies. Cancer 
genes, for example, were well represented. 
That is not surprising, since cancer (the un- 
controlled multiplication of cells) is a pro- 
blem unique to multicellular organisms. 
Mostso-called cancer genes are actually mis- 
functioning versions of genes that have 
evolved specifically to stop cancers from 
forming. 

Such knowledge will be medically useful 
even when the human genome is com- 
pleted. For Drosophila is one of those crea- 
tures known, with patronising anthropo- 
centricity, as a “model” organism for human 
disease. Identifying which human-disease 
genes have counterparts in flies means that 
broken (ie, disease-causing) versions of those 
genes can be engineered into fly genomes to 
see what happens. Since flies breed faster 
than mice (another favourite “model”), re- 
sults should come more quickly. 

If that idea sends shivers down the 
spines of people who have seen “The Fly”, 
they should be reassured. One result of the 
study is to show that, even before the genetic 
engineers have got to work, around half of a 
fly’s proteins are similar to those in mam- 
mals (for C. elegans the figure is a third). Flies, 
it appears, are at least 50% human already. 
= —_ = 
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MOREOVER 


Pacifier philosophy 


Philosophy can be consoling. Schopenhauer worked on love; 
Seneca, it seems, on road rage. Coming soon to your television 


EST not to call it self-improvement. For 

anyone in television, that is something 
of a turn-off. But under other names it is one 
of the growth areas of viewing. The ssc has 
hours and hours of what it calls “the learning 
zone”, although they go out in the middle of 
the night, so you need a video recorder un- 
less you have learnt to manage without 
sleep. Now Channel 4,a commercial station, 
has decided that what its viewers want on 
Sunday evenings is a course of philosophy, 
described as “a guide to happiness”. 

The channel is the posh bit of commer- 
cial television in Britain. Its advertisements 
tend to be vaguely baffling, but everyone 
says they are clever. An evening spent with 
Channel 4, away from the temptations of 
rry, the third channel, is, some claim, almost 
the intellectual equivalent of reading a book. 
The philosophy series has been sold all over 
the world. Britain, it seems, is not just the 
powerhouse of trashy music, silly clothes 
and artless art. We are made of sterner stuff. 

Well, up toa point.Channel 4 says the six 
programmes are “a practical psychobabble- 
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Fine lines 
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free self-help course for the 

philosophically minded, full 

of stimulating tipson how tobe 
happy.” The trouble is that 

philosophy is not that easy; 

the search for wisdom is actu- 

ally quite hard, “Philosophy, as 

we use the word, is a fight 
against the fascination which 

forms of expression exert upon us,” Ludwig 
Wittgenstein said. What does that mean? 
Um, well...But whatever it means, it is not 
psychobabble. It is an example of a philoso- 
pher’s attempt to put meaning into language 
that is bending under the strain. Still, it’s un- 
philosophical to start with prejudices. Let’s 
slip one of the tapes kindly supplied by 
Channel 4 into the video, and see what 
comes up. 

Well, first, there are pictures of Rome. It 
looks, as always, rather agreeable except that 
there is a lot of traffic, which tums into the 
road-rage variety. There is a youngish bald- 
ing man ina taxi. Perhaps he is losing his hair 
because he is in a road rage? It is important to 
pick up the message quickly. 
It would be awful to fail as an 
outright beginner philoso- 
pher when the course has 
hardly started. But no, this is 
Alain de Botton, the pre- 
senter and writer of the se- 
ries. He is actually a calm 
man, an admirer of Seneca, a 
Roman philosopher, whom 
he says, was the essence of 
calmness. Seneca’s advice is 
to assume that everything 
will go wrong, so when it 
does you don’t get upset. 

Getting Seneca to ex- 
pound on road rage, or Scho- 
penhauer (another in the se- 
ries) to advise on your love 
life, are no small accomplish- 
ments. What is on offer, 
though, is the idea of being 
philosophical, taking things 
as they come, not getting ex- 
cited; not philosophy as Witt- 
genstein, and his forerunners 
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back to Plato, pursued it. The 
queen of studies embraces 
all of life, including psychol- 
ogy and the social sciences, 
but philosophers think of 
themselves as engaged in an 
intellectual discipline, charac- 
terised by argument, which, 
even if it settles nothing, is a 
splendid mental workout. 

This is not to knock Mr de 

Botton’s efforts, at least not 
much. His method acknowl- 
edges that the first duty of tele- 

vision is to prevent the ruthless 
viewer switching off. If this 
means turning Epicurus, pic- 
tured left, or even Seneca into ag- 
ony aunts, at least you have intro- 
duced some interesting new names 
into the viewer's life. Possibly, just possibly, 
the viewer will seek to find out more about 
Seneca, that he was a Stoic and what that 
meant, and what Stoics had to say. This will 
mean moving into books. The next step for 
the adventurous viewer might be “Sophie's 
World”, by Jostein Gaarder (Boulevard, 
$7.99; Phoenix Press, £6.99), a potted history 
of philosophy woven around the fictional 
adventures of a Norwegian schoolgirl. Since 
it was published in 1995, Sophie has charmed 
and educated millions. Mrde Botton also has 
a book to go with his series, It is called “The 
Consolations of Philosophy” (Pantheon, $23; 
Hamish Hamilton, £14.99). One consolation 
may be that itis brightly written, with lots of 
anecdote. It is also shorter than it looks, with 
lots of pictures to break up the text. 

Mr de Botton is a teacher, and rather a 
promising one. He once told an interviewer 
that he sees books as “a transforming experi- 
ence”, which isn't a bad line for a pundit of 
the arts. An earlier programme of his, “Mil- 
lennium Minds”, alsocn Channel 4, was one 
of the more intelligent attempts to mark the 
start of the next 1,000 years. He wrote a best- 
seller called “How Proust Can Change Your 
Life”, summing up in 215 pages Proust’s end- 
less paean to hypochondria (as it happens, 
an adaption was on asc television earlier 
this month). Proust and philosophy have 
something in common: neither leaps to the 
mind as a compelling subject for television. 
Mr de Botton seems to accept that both are of 
Himalayan majesty, so he offers no more 
than a saunter around the foothills. Time 
magazine called his earlier book “Proust for 
dummies”, but not un<indly; it was a marvel 
of condensation, the reviewer said. His new 
enterprise can be termed philosophy for 
dummies, but not unkindly. 

f . 
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MOREOVER _ 
lraqi sanctions 


Pity the children 


IRAQ UNDER SIEGE: THE DEADLY IMPACT OF 
SANCTIONS AND WAR. Edited by Anthony 
Arnove. Consortium Book Sales; 192 pages; 


$40. Pluto Press; £35 


ANCTIONS are a blunt instrument that 

can sometimes be useful. Used against 
Iraq, they forced its horrible dictator to dis- 
gorge nearly all his most lethal weapons. 
Ten years on, the perspective has changed. 
Saddam Hussein remains implanted in 
power without, for the past 15 months, any 
UN inspectors on the spot to discourage 
him from reinventing his nastiest toys. At 
the same time, sanctions have all but de- 
stroyed his country: its health and educa- 





RETRO reigned supreme 
in Britain, the United 
States and online last 
year. Miles Davis fea- 
tured on all three top-ten 
lists, and none was com- 
plete without appearances by Ella, Louis, 
and the Duke. Jazz is often a difficult genre 
to track. Sales of jazz albums are minus- 
cule next to those of pop or rock—or even 
classical. In Britain, they account for only 
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tional systems have collapsed; its infra- 





structure has rusted away; its middle 
classes have disappeared into poverty; its 
children are dying. A lot of people now 
conclude that a change of policy is needed. 

The authors of this collection of es- 
says—Noam Chomsky, John Pilger, How- 
ard Zinn, among others—will seem irre- 
deemably parti pris to those who still 
believe that sanctions must be held steady, 
albeit with exceptions for humanitarian re- 
lief, until Iraq has come clean about the last 
globule of biological horror hidden away in 
a bottle in somebody’s fridge. Some of the 
writers do, from time to time, rant a bit. But 
much of it is good stuff: Mr Chomsky, for 
instance, describing how America’s most 
favoured friend was suddenly transformed 
into the Beast of Baghdad. And if you be- 
lieve that your country—the United States 
or Britain, which together have taken the 





Top jazz albums in 1999 


2% of sales, compared with 43% for pop 
and 5% for classical aloums. In America, 
there is a separate chart for “smooth” or 
“contemporary jazz” which tends to drive 
sales in the overall jazz category.Grammy 
winners among this year’s top jazz sellers 
include the Canadian-born “Best Jazz Vo- 
calist” Diana Krall, whose sophisticated 
take on the standards has made her prob- 
ably the most likely jazz artist to cross over 
into the mainstream. 


| 
i 
i 
| 
| 
{ 
j 
{ 








The Very Best of 
Various Artists 






is Definitive 
B. King 
























‘Methan 





| 
| 
i 
Methany - Ce 
| 
ft 
t 
| 
li 
i 
{ 
4 
| 
| 
| 
| 
i 













strongest. stand against ending saric- 
tionsis responsible for the unnecessary 
deaths of some 150 children every day (a fig- 
ure culled from unicer reports), a little 
ranting may be permissible. 

The oil-for-food programme, passed by 
the uN Security Council in 1996, was sup- 
posed to rescue ordinary Iraqis from the 
deprivations of sanctions. Iraq is allowed to 
sell a certain amount of oil in exchange for 
“humanitarian” goods. Denis Halliday, an 
experienced un hand, ran this programme 
for two years, but then resigned in disgust 
(as did his successor, a few weeks ago). Mr 
Halliday now writes forthrightly of “geno- 
cide”. He and others describe how Ameri- 
can and British representatives on the Sanc- 
tions Committee hold up everything they 
suspect, however remotely, to be of dual 
use. The list of suspect goods runs from 
heart and lung machines to wheelbarrows, 
from fire-fighting equipment to detergent, 
from water pumps to pencils. 

Some of these points were confirmed 
this month by Kofi Annan, the UN’s secre- 
tary-general, in his report on Iraqi sanctions 
to the Security Council. He revealed how 
far the oil-for-food programme still is from 
alleviating the Iraqi tragedy. Mr Annan has 
spread his criticism around but is particu- 
larly upset, first, by the dangerously dilapi- 
dated state of Iraq’s oil industry and, sec- 
ond, by the Sanctions Committee’s erratic 
delays in giving the go-ahead for the de- 
livery of goods for hospitals: some $150m- 
worth of medicine and medical equipment 
is currently held up. At one time, outsiders 
were set in their views on Iraqi sanctions, 
seeing the situation in black or white. Now 
there is a large grey area, and an insistent 
question: are sanctions still the right policy? 
The authors document the impact of sanc- 
tions on the lives of ordinary Iraqis, and the 
arguments for change are pretty convinc- 
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Memoirs 


How it was 


TAK Byto: NiEDEMOKRATYCZNE WSPOM- 
NIENIA EUSTACHEGO SapPieny. By Eustachy 
Sapieha. Arcadia; 390 pages; 70 zlotys 


HEN people talk of Europe these 

days, it is usually in terms of “build- 
ing” it, a process often made to sound like a 
Sisyphean labour.. Yet reading these remi- 
niscences, by a Polish aristocrat forced by 
the second world war to flee his homeland 
and make a new life, one is struck by the 
persistence of another, older Europe—not 
the melting-pot so desired of politicians, 
but a stew of infinite yet complementary 
variety which is most in evidence, it would 
appear, at times of war and upheaval. 


THE ECONOMIST MARCH 25TH 2000 





Prince Eustachy Sapieha’s earliest mem- 
_oryisof falling into the Serpentine in London 
while feeding the ducks. This was in 1919, 
“when his father was Polish ambassador to 
the Court of St James, but the connection 
with Britain went back to his grandfather, 
who had served in the British army, and con- 
tinued through the English governess who 
accompanied the family back to Poland and 
brought him up. This lady, known simply as 
“Misska”, returned home in the 1930s. Yet 
when, in 1988, Sapieha revisited his child- 
hood home, now in Belarus, he discovered 
that no identifiable trace of their rambling 
mansion had survived, but the legend of the 
English lady who every week arranged flow- 
ers at the local church thrives among a popu- 
lation largely ignorant of formal history. 
“After school in Poland, Prince Sapieha 
was educated in trade by the Jesuits in Bel- 
gium, and in the tricks of it by the Jews of 
Antwerp. His first job, in a general trading 
firm in Warsaw, involved him writing letters 
in Yiddish about the price of dry goods, but 
alongside this he knew a charmed existence 
close to nature in the wilds of north-eastern 
Poland, hunting or just tracking a legendary 
variety of game. This world crumbled in Sep- 
tember 1939—Prince Sapieha describes the 
scene on the third night of the war when his 
mounted regiment buried their lances. But if 
war brought defeat and misery, there was 
also amusement. In his first Pow camp, the 
Germans posted a list of Polish officers 
whose names suggested Jewish origins. The 
camp forgers went into action, and the fol- 
lowing day Prince Sapieha and a number of 
other blond and blue-eyed officers went on 
parade under the suspect names to drop 
their pants and have their foreskins in- 
spected by high-ranking ss officers. 

The end of the war brought a desperate 
dash westward to avoid liberation by the 
Red Army, followed by a blissful period as 
commander of a Polish stud in Germany. 
Then came a haphazard search for work 
amid the chaos and contraband of a post- 
war Europe that seems curiously cosmopol- 
itan. In 1947, Prince Sapieha set off for Kenya 
in search of anew life. After spells in the tim- 
ber trade, the scrap metal business and as a 
prospector-miner, he found it as a profes- 
sional hunter organising safaris. 

This book, which has yet to be published 
in English, became an unexpected bestseller 
in Poland after it was read in full on the radio 
in January. Ithas since met with understand- 
able acclaim elsewhere in eastern Europe. It 
is written with all the verve one would ex- 
pect of a man of Prince Sapieha’s rakish 
charm. More to the point, it evokes another, 
lost world—one defined not so much by its 
vanished splendours and institutions as by 
its mindset. Nobody in the West is brought 
upany more with this love of life and accep- 
tance of its sorrows as well as an ability toex- 
perience its joys so deeply. 
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Language 


2moro & 2moro 
& 2moro 


NE of the sad consequences of the 

death of the telegram was the disap- 
pearance of brevity as a communications 
skill. Because part of the cost of sending a 
telegram was a charge per word, senders 
grew ingenious at finding ways to write eco- 
nomically. Journalists, for example, prefixed 
words with “un” to mean “not”. Thus went a 





famous exchange between a foreign editor 
and a lazy correspondent: “Why unnews?” 
“Unnews good news.” “Unnews unjob.” 
Victorian generals who captured Indian 
towns telegrammed the news in Latin puns: 


“Peccavi—[ve Sindh” 
Wrote Lord Ellen, so proud; 
More briefly, Dalhousie 
Wrote “Vovi—I've Oudh.” 


Now, brevity is reviving, in an unex- 
pected quarter: the mobile telephone. Most 
operators offer a short messaging system 
(sms), which allows people to send messages 
tapped out on the telephone keypad. Be- 
cause 160 characters take up as much room 
as aone-second voice call, such messages are 
cheap. They also protect the garrulous but 
impecunious from accidentally running up 
huge bills. And they can—like e-mail—wait 
until it is convenient for the recipient to read 
them. 

For all these reasons, sms has turned out 
to be wildly popular, especially with the 
young. Europeans send each other 1 billion 


messages a month. In Finland, where almost: : 
every 12-to-18-year-old has a mobile, Petri. 
Vesikivi, head of business development for. 
messaging at Nokia Networks, part of the 
famous Finnish mobile+elephone maket, ° 
says that teenagers are farand away the larg- 
est group of users. The pattern is being re- 
peated around the worlc: as soon as more 
than one in five youngsters has a mobile tele- 
phone, sms use starts to bound up by 10% a 
month. 
But typing messages cn a miniature tele- 
phone keypad is hard, even for nimble little 
fingers, and even with “predictive input”,a 
sort of software that allows the telephone to. 
guess what you are writing and try to 
finish the word for you. So, in every 
country, use of sms requires ingenious. 
linguistic compression. ae 
Not many countries need ingenu~. 
ity as much as Japan: kanji characters 
each need twice as much capacity as: 
the roman alphabet. Luckily, the argot. 
of Japanese schoolgirls already com- 
presses words: thebizarre vocabulary. 
of “kogaru” words (“ko” meaning “li 
tle one”, and “garu” being the Japan- 
isation of “girl”) involves dropping 
most of the middle characters in com- 
pounds and then dovetailing the fi 
and last sounds together to form a 
whole new word. Soin the case of “To- 
temo kawaii desune” (“A very pretty 
[little girl], isn’t she2”), contraction and 
use of the blunter Chinese pronunci: 
tion instead of the softer Japane: 
leads to “Cho kawa” (“extreme pre’ 
Such elisions have the added advan- 
tage, where telephone messages are 
concerned, of being incomprehensi- 
ble to anybody over about 25. py 
For English-speaking users, the 
neatest contractions combine letters. 
and numerals. Indeed, Vodafone, the 
world’s biggest mobile-telephone company, 
offers.a guide on its Internet site to such brev- < 
ities as SPK 2 U LSR (“Speak to you later”) and 
BCNU B4 2MORO (“Be seeing you before to- 
morrow”). The whole panoply of punctua- 
tion doodles that decorated e-mail in its: 
early days, from :-) to+-(is also being revived _ 
on keypads. : 
New uses for sms are blossoming: in Fin- 
land, telephone companies makea tidy busi- 
ness from using the service to send custom- 
ers tunes to use as ringing tones. The age of 
the clientele can be gauged from the fact that 
the current top pop sold by Sonera, the coun- 
try’s main telephone company, is South 
Park’s “Uncle Fucker”. = 
Short messages may not exactly beanew - 
literary art form. One day soon, it may be 
swept away as the Intemet goes mobile. But, 
for those who once assumed the young 
would never learn to write, itis a modest rea~: 
son for hope. And, for those who miss tele- 
gramese, it iS XLNT. 
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MOREOVER 
Turkish cinema 


Casting a light 


ANKARA 


OR more than 15 years one of the bloodi- 

est ethnic rebellions in recent times has 
been raging on, often largely unnoticed by 
the outside world, in Turkey's mountainous 
Kurdish lands. Foreign journalists are barred 
from free travel in the war zone. Those of 
their Turkish colleagues who seek to reveal 
atrocities committed by the Turkish security 
forces in their battle against separatist guer- 
rillas from the Kurdistan Workers Party (PKK) 
often find themselves behind bars. 

Now, thousands of Turkish cinema-go- 
ers are being exposed for the first time to the 
full dimensions of their country’s festering 
Kurdish problem in a courageous new film 
written and directed by Yesim Ustaoglu, a 
38-year-old film director from Istanbul. 

“Journey to the Sun” tells the story of 
three young idealists, whose paths cross in 
the tumult of Istanbul’s commercial un- 
derbelly around the Golden Hom. Berzan, 
played by Nazmi Qirix, is a Kurd sympa- 
thetic to the pKk. He strikes up a friendship 
with Mehmet (Nevruz Baz) an endearingly 
naive Turkish labourer, after rescuing him 
from a bunch of ultra-nationalist football 
hooligans. Mehmet’s girlfriend, Arzu (Mizgin 
Kapazan) the daughter of a Turkish Gastar- 
beiter in Germany, is initially hostile to Ber- 
zan, regarding him as “trouble”, but she is 
quickly won over by his warmth and 
sincerity. 

Their bond deepens after Mehmet is ar- 
bitrarily detained and tortured by Turkish 
police. Mehmet’s protestations that “I am 
not a terrorist” are met with derision by his 
tormentors, who believe he is Kurdish be- 
cause of his dark hair and skin. Soon after 
Berzan is picked up as well after taking part 
in a demonstration in support of Kurdish 
hunger strikers at Istanbul's notoriously viol- 
ent Bayrampasa prison. He dies in police 
custody. 

Shattered by his friend’s sudden and 
violent death, an increasingly resolute Meh- 
met places Berzan’s corpse into a plain 
wooden coffin and vows to bury him in his 
native village, near the Iraqi border. With 
that, so begins Mehmet’s own painful jour- 
ney tothesun. 

Although it was first shown in Amster- 
dam more than a year ago, the film did not 
open in Turkey until earlier this month. “No 
distributor here would touch it,” said Miss 
Ustaolgu in an interview at her turn-of-the- 
century flat, facing the Golden Horn. “They 
were too scared.” Many of the themes 
touched upon in the film have long been dis- 
missed by the Turkish governmentas “terro- 
rist propaganda”. Take, for instance, graphic 
footage of thousands of Kurdish villages gut- 
ted by the Turkish army, triggering a mass ex- 
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odus of Kurdish villagers 
whom Mehmet encounters 
along the way. 

Miss Ustaoglu says she 
finally decided to approach 
cinema-hall owners directly 
at the beginning of this year. 
“I literally begged them to 
take the film,” she recalls. 
The decision late last Sep- 
tember by the captured PKK 
leader, Abdullah Ocalan, to 
call off his rebellion, and 
Turkey’s anointment soon 
after as a candidate for full 
membership of the Euro- 
pean Union, may have 
helped. The film is now be- 
ing shown to packed audi- 
ences at eight halls across 
the country including one 
in Diyarbakir, the provincial capital of the 
Kurdish region. 

One of the hardest aspects, for Turkish 
viewers, is coming to grips with the sort of 
racism, powerfully rejected throughout the 
film, that automatically regards all Kurds as 
terrorists. When Mehmet seeks to make 
sense of his ordeal, Arzu says : “Maybe you 
are too dark.” So Mehmet sprays his hair 
blond. One of the defining moments of Meh- 
met’s journey to the Kurdish region is when 
he washes out the dye. Still, for all the abuses 
committed by both sides in the conflict, the 
near total absence of intercommunal vio- 
lence between Turks and Kurds is a crucial 











point that Miss Ustaoglu fails to make. 

Unsurprisingly, many of the reviews in 
the Turkish media, though broadly favour- 
able, manage to avoid raising the Kurdish is- 
sue. They focus instead on the 20-odd 
awards the film has picked up abroad, its 
stunningly beautiful images of Istanbul and 
the enormous talent of its obscure actors. 
“There are many péople in this country who 
still want to cover their eyes, plug their ears 
to what's going on,” said Miss Ustaoglu. “But 
if I succeed through my film in changing 
even one person’s views, | will consider that 
a great success.” 














BASLE 


UST how early geography and history 
came together in Syria is clear from an 
exhibition which has proved a surpris- 
ing blockbuster in Switzerland. From 5000 
BC, on the upper reaches of the Euphrates 
basin, Anatolian peoples such as the Hur- 
rites and the Hittites met, fought, con- 
quered or were conquered by local tribes 
and outposts of the Mesopotamian em- 
pires, leaving behind hordes of artefacts 
that are still being found today. The exhi- 
bition, at the Basle Museum of Antiquity, 
features an eclectic choice of objects, from 
nearly adozen Syrian museums, and rang- 
ing from neolithic idols to Mameluk ar- 
mour. Word has got around that the show 
is not just for specialists. It has had 80,000 
visitors since it opened, and will soon tra- 
vel to Canada and the United States. 
Many of the objects have never been 
seen outside Syria before. A lapis-lazuli 
pectoral in the form of an eagle with a 
lion’s head in gold is believed to have been 
the gift of a king of Ur toa fellow monarch 
in Mari, a prodigious site that is still being 








Pigs and whistles from the Euphrates 





excavated. Another piece is a clay vessel in 
the form of a piglet that was made nearly 
3,000 years before the Old Testament 
book of Leviticus made the pig anathema 
in most of the Middle East. 

Syria was one of the first centres of 
Christian art, as a collection of silver ob- 
jects shows. So does a touching child's tu- 
nic in linen—the oldest spun fibre, older 
even than wool—found in the necropolis 
of Zenobia, where a whole family had 
taken refuge. To no avail, though; they 
were massacred in 610 during one of the 
fierce Sassanid incursions. 

The Syrians were generous with their 
loans in the hope that the travelling exhi- 
bition would help polish up their coun- 
try’s image. The unaffected inclusion of 
the pig and the prominence given to the 
Christian objects are measures of the im- 
portance Syria still accords to the secular 
character of the state—something of the 
Ba'athist ideology that has been com- 
pletely lost in the other Ba'athist republic 
thatspans the Euphrates, Iraq. 
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SPEED AND POWER 


HAVE ALWAYS 


BEEN DESIRABLE, 


BUT RARELY THIS 


CONTROLLABLE. 





Start with a powerful three litre 
a V6 engine and 240 bhp. Add 
independent double wishbone front 
and rear suspension. Ventilated 
brakes and four-channel ABS. 
Dynamic Stability Control” for rock 
solid cornering. And variable ratio 
speed proportional power steering 
Now everything's under control 
Except your pulse. 

For information contact your local 


authorised Jaguar distributor or visit 


THE NEW JAGUAR S-TYPE. THE ART of PERFORMANCE 


Car illustrated is a 3.0 V6 fitted with sports alloy wheels, available at extra cost. 4,0 V8 model also available 


*Dynamic Stability Con isa ible ot extra cost ili vehicles fitted with actomatic transmission 





Australia Jaguar Australia Ltd. 61-1800-808987 Brunei Premier Motors 673-2-443432 China Jaguar China 852-2520-0989 Hong Kong Jaguar Hong Kong 852-2520-0989 
Indonesia Best Autos Ltd. 62-21-649-7479 Korea Jaguar Cars Korea 822 3440-3600 Macau Jaguar Motors (Macau) Ltd. 853-521-212 Malaysia Sisma Auto Sdn Bhd 
603-262-4444 New Zealand Jaguar New Zealand Ltd. 64-9-525-8801 Philippines Jaguar Philippines Inc. 632-897-8888 Singapore Malayan Motors 65-473-7755 
Sri Lanka Regency Automobiles (Pvt) Ltd. 94-1-910-480 Taiwan Jaguar Cars Taiwan Ltd. 886-2-2891-9955 Thalland Jaguar Cars (Thailand) Company Ltd. 66-2-261-5008 
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a Compaq NonStop” eBusiness 
t stopping for anything. For more on 
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lution beg ause, with us, yOu can make the move withou 
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Thomas Ferebee 





ANY times Thomas Fere- 
bee was asked if he felt 

guilty about dropping the atomic 
bomb on Hiroshima. Invariably, 
he said he did not. There was acer- 
tain logic in his reply. Assuming 
that someone was guilty—still a 
matter of unresolved argument— 
others would seem more culpable 
than Mr Ferebee and the 11 other 
airmen in the Enola Gay, the 
bomber that destroyed the Japa- 
nese city on the moming of Au- 
gust 6th 1945. What about Robert 
Oppenheimer, the leader of the 
team of scientists who designed 
the bomb? But he did not give the 
order for the bomb tobe dropped. 
That responsibility fell to Harry 
Truman, the American president. 
Truman’s defenders, though, 
might shift the blame to Franklin 
Roosevelt, who set in motion the 
Manhattan Project, the name 
given to the making of the bomb. 
But Roosevelt took his momen- 
tous decision apparently as the 
result of a letter he received from 
Albert Einstein, pointing out that 
such a weapon was possible. 

Einstein was troubled by 
moral questions posed by the 
bomb, and how much his work 
on theoretical physics had con- 
tributed to its creation. He was a 
pacifist. But as a Jew, forced to 
leave Germany, he was desper- 
ately worried that the Germans 
might build the bomb first. 
Thomas Ferebee’s thoughts on 
the bomb he dropped were notall that far from those that divided 
Einstein the pacifist from Einstein the fighter against the forces of 
tyranny. Like most people in democracies, he became a soldier 
only because he lived in a time of war. He was a farmer's son from 
North Carolina. He fancied a career in baseball, and was good 
enough to be given a trial by the Boston Red Sox. After America en- 
tered the second world war in 194), he chose to be an airman and 
became, in Shakespeare's phrase, a warrior for the working day. 

He was posted to England and took part in the first American 
bombing raid on German-occupied Europe. Despite its name, the 
Flying Fortress, the standard American long-range bomber, was 
vulnerable. Losses were high. In England Mr Ferebee survived an 
astonishing 63 missions. Not only was he lucky but on many occa- 
sions his pilot was Paul Tibbets, an outstandingly skilful airman 
who was tocommand the Enola Gay. 


Mission 13 

In 1944 Paul Tibbets was told about the Manhattan Project and or- 
dered to pick a crew for what was called special bombing mission 
number 13. He chose Mr Ferebee as his bombardier. Striking an en- 
emy target was then a hit and miss affair, as indeed itstill is, despite 
claims to the contrary. Much depended on the experience and 











Thomas Wilson Ferebee, the bomber of 
Hiroshima, died on March 16th, aged 81 


steadiness under fire of the bomb 
aimer. At Tinian Island, in the Pa- 
cific, where mission 13 was based, 
Mr Ferebee and the rest of the 
crew trained and re-trained. A 
team of psychologists checked 
that they were staying sane. 

Mr Ferebee recalled that he, 
and presumably others in the 
crew, were given cyanide tablets 
in case they were captured. The 
Japanese often beheaded cap- 
tured airmen. But the 13-hour 
flight went smocthly, if that is the 
word. Mr Ferebee slept for most 
of the journey. The bomb he re- 
leased, sighted on a bridge, turned 
out to be accurately placed. At 
least 70,000 people are believed to 
have been killec in the explosion, 
and many others died later from 
radiation. This was not the largest 
number killed in a single raid: 
about 83,000 people died in a 
“conventional” raid on Tokyo in 
March that year. But no previous 
weapon had been so destructive. 
Three days later a second atomic 
bomb was dropped on Nagasaki, 
and Japan surrendered uncondi- 
tionally six days after that. 

Mr Ferebee took the view that 
dropping the bomb that was fore- 
told by Einstein shortened the 
war. Had it lasted, many more 
people would have been killed. 
“Everybody wanted the war to 
end, and that’s what I wanted,” he 
said. Morally, yes, Hiroshima was 
horrible. But had the enemy in- 
vented the bomb first, that, too would have been horrible. In Eu- 
rope, he had seen the new type of total warfare invented by the 
Germansand inflicted on London. What would they and the Japa- 
nese have done with the bomb? 

Most people seem to agree with this argument, but many do 
not. They say the bomb should never have been used under any 
circumstances, and Japan was ready to surrender anyway. Mil- 
lions of words have been written and spoken on the subject, with- 
out, perhaps, changing many minds. In 1995 the National Air and 
Space Museum in Washington planned to put on show the Enola 
Gay in connection with an exhibition about the second world 
war, but the plan was scrapped after it stirred up controversy over 
Hiroshima. 

Thomas Ferebee did not leave the air force until 1970. He said 
he had become used to the comradeship. As he saw his former 
comrades in the Hiroshima expedition die one by one, he felt a 
duty to keep alive a defence of their actions. He was always willing 
togive interviews or speak froma public platform or answer letters 
from those interested in the weapon that changed the world. He 
and Einstein were accidents of history. Einstein said he would 
rather have been a watchmaker than a physicist. Thomas Ferebee 
regretted not making it in baseball. 
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Environmental Economics: A Course for the Non-Economist 
Leads public and private sector officials toward a greater 
understanding of economic aspects of environmental problems 
and policies. May 15-21, 2000 


Understanding the New World of Health Care 

For physicians, trustees, and non-physician leaders in the health 
care industry. Explores recent trends and developments in 
managed care, health care economics and health policy. 

April 8-14, 2000 or November 11-19, 2000 


Leadership for the 21st Century 

Senior executives from the public, private, and non-profit sectors 
investigate ways fo exercise leadership effectively in the face of 
the toughest challenges. May 7-12, 2000 


Leadership Education Program 

Practitioners of leadership education learn about new skills, 
techniques and concepts $ teaching and training about 
leadership. May 15-26, 2000 i 


Strategic Public Sector Negotiation 

For senior level executives in government and their international 
equivalents, and senior executives in private and non-profit 
organizations with heavy government interface. Negotiating 
successful formal agreements and productive informal 
understandings. May 22-26, 2000 


Kennedy School-HIID Program for Leaders 

in Development 

For senior leaders from developing, newly industrialized and 
transitional countries. Focuses on the problem-solving, analytic, 
and strategic skills needed to implement major political and 
economic transitions and institutional change. June 12-23, 2000 


Infrastructure in a Market Economy 

Designed for senior public and private sector officials from both 
industrialized and newly industrialized countries. Focuses on 
effective policies for implementing and regulating the private 
provision of infrastructure. July 9-21, 2000 


Senior Managers in Government 

For senior executives in the federal government and their private 
sector and international counterparts. Focuses on management 
of change, policy analysis, negotiation, leadership, strategy, and 
organizational management. July 30-August 18, 2000 


to make a difference: 


Ethical Issues in International Health Research 
Conducted by experts in the fields of ethics and health 
research. The program will offer a comprehensive overview 


_ of the role of ethics and health research by exploring the 


theoretical basis for current guidelines and identifying current 
mechanisms for assuring ethical conduct. 

“This course is currently being offered in Durban, South Africa 
July 16-21, 2000 


Merging Perspectives on Drugs and Crime: 

A Cross-Agency Approach 

intended for domestic and international senior managers, 
policymakers, and specialists involved in substance control, 
substance abuse control, and other drug-related issues. 
Helps participants broaden understanding of drug abuse 
and develop more comprehensive, effective drug policies. 
July 16-28, 2000 : 


Senior Executives in National and International Security 
Senior leaders from the U.S. and abroad in both the public and 
private sectors discuss current security policy issues. 

August 20-September 1, 2000 


COURSES OFFERED ONLY IN WASHINGTON, D.C. 
Two-day programs for senior executives in the public, non-profit, 
and private sectors. 


Essentials of Decision rene 
How to avoid biases and achieve better outcomes. 
June 26-27 or September 11-12, 2000 


Strategies of Persuasion 
Provides a systematic approach for influencing others. 
June 28-29 or September 13-14, 2000 


For Further Information and Applications 
Enrollment Services 

Kennedy School of Government 

Harvard University 

79 JFK Street 

Cambridge, MA 02138 

Phone: 617-496-0484, ext.145 

Fax: 617-495-3090 

E-mail: KSG_Execkd@harvard.edu 
Wwww.execprog.org 


HARVARD UNIVERSITY 


JOHN F. 


KENNEDY SCHOOL OF 


GOVERNMENT 
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COURSES 
“IMD was our springboard 
and it still maintains 
our momentum” 






Alumnus of 
Managing Corporate Resources, 1989 
Orchestrating Winning Performance, 1995 


Alumnus of 

Seminar for Senior Executives, 1991 

(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 






a 


Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile 
Phones have a lot in common. They both have international careers that benefited from attending a senior general 
management program at IMD. To keep their momentum going they both returned to Orchestrating Winning Performance. 


Both these top executives are convinced about the high return on the investments they have made in executive 
education. If you want to capitalize on your leadership potential and give your company a leading edge you should 
carefully consider attending one of IMD's senior executive development programs, some of which are shown below. 





Breakthrough Program Managing Program for 
for Senior Executives Corporate Resources Executive Development 
Corporate growth and personal effectiveness Driving business unit success and Preparing fast-moving managers 
2-week general management program for shaping corporate futures the next big step 
international managers at executive committee, 3-week general management program for experienced 10-week comprehensive general management 
group or divisional level who aim to lift the executives who formulate or implement business unit program for upper middie managers. 
business to new levels of value creation Strategy, incorporating company project Can be extended into an Executive MBA. 


Starting dates: June 5 or October 9, 2000 Starting dates: May 8 or October 30, 2000 Starting dates: July 14°or October 9, 2000 


Competing Strategically Orchestrating 
with Information & Technology Winning Performance 
Building e-business capabilities Global business forun for the 3rd millennium 
1 week program for senior executives who need to better 6-day theme-based program for individual managers 
understand the mindsets of using information, people and and teams. Offers personal se’ections of subjects from 
IT for implementing e-business strategies in their companies multiple electives, 
Starting dates: May 28 or November 12, 2000 Starting date: June 28, 2000 


INTERNATIONA k 


Real World. Real Learning’ 


Please contact Ms. E.C. Gonzales at the International Institute for Management Development, Lausanne, Switzerland. 
Tel: +41 21/618 09 23 Fax: +41 21/618 07 15 E-mail: economist.info@imd.ch 
: www.imd.ch 
z Ms. Gonzales would also be pleased to inform you about IMD's Executive MBA program. 
3 For information about our full-time MBA program, contact 
Tel: +41 21/618 0298 Fax:'+41 21/618 06 15 E-mail: mbainfo@imd.ch 
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the 
EurG@pean 


Summer 
School 


fT 
iT ARIU D 
i |b! aise minna 


ia) Learn 


July 17- August 6, 2000 


= itinerant summer school, 
San intensive and multicultural 
T program, offered by three leading 
= management schools in Europe: 
- HEC Paris, Bocconi Milan : Tr 
= and WU Wien. | 





Cross-border management learning, multi-cultural exposure, | 
A unique chance for undergraduate” international work experience, whichever way we put it, it 
Students from all over the world to _ | means that learning in different places, in different languages, 
experience first-hand the life and business k with professors from different countries and students from 
culture of France, Italy and Austria, around the globe will enable you to get ready for the 
Visiting three of the most vibrant cities ag | challenges of a multi-cultural world. Add to that the inputs of 

in Europe. our faculty research, our multi-country corporate network, our 


Fully credited courses, offered global academic partners and our world-wide alumni 


in English, explore the economics 
and management practices of our transnational management programmes and campus 


of Europe. organisation 


community, and you'll understand better still the advantages 


* Completion of at least two years: 
of university instruction 


* MBA - Full time and Executive 

* ESCP-EAP Master's 

* MS - 16 Specialised Masters 

* MEB - Master’s in European Business 





* Executive Development 


ESCP-EAP 


Graduate School of Management 


+33 1 49 23 20 18 infol1 @escp-eap.net 
+ 44 1865 263 200 nN www.escp-eap.net 








CHAMBRE DE COMMERCE ET D'INDUSTRIE DE PARIS 


ESCP-EAP develops business leaders and advances transnational lesning and research in management 
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MSc Banking and International Finance 
MSc Finance, Economics and Econometrics 


Our MSc in Banking and International Finance offers a broad 
coverage of analytical techniques applied in today’s banking and 
financial markets. The MSc in Finance, Economics and Econometrics 
provides a rigorous exposure to modern techniques in quantitative 
analysis and economics relevant to the analysis of financial markets. 


Both courses are taught by academic staff of international renown 
and wide experience with contributions from established practitioners 


in the City. 


CTY 


London 


PART-TIME & FULL-TIME PROGRAM 


“.. a strong knowledge base of sharply 
focused skills and a truly international 
teamwork experience...” 


The Master Program in International 

Finance provides: 

E A thorough understanding of the 
complexities of international finance for 
aspiring finance professionals whose 
careers require an in-depth 
understanding of the issues involved 

BA specialised (optional) track in 
Mathematical Finance allows students to 
acquire advanced skills in financial 
engineering. 


City University Business 
School 


E Taught by our internationally renowned 
faculty and regular visiting professors 

@ A mixture of rigorous scholarship and 
practical applications. Innovative 
program combines professional and 
academic excellence, granting 
participants direct access to financial 
skills not easily acquired elsewhere. 

m Highly international participant group 
representing all major spheres. 
Participants have clear ambition and 
potential to work in the finance field. 

@ Full-time (ten month) or part-time 
(eighteen month) program 

@ Situated in one of the world’s leading 
international financial centers 

E Limited number of (partial) fellowships 
available for the fulltime program 


Scholarships available for well qualified applicants. 
Information Session: 29 March 2000, 5pm 


Call us for more informaticn on: 


+44 (0)20 7477 0105 


email: n.marney@city.ac.uk 
www.city.ac.uk/cubs/ 


The University for business and the professions 


If you are interested in excellent training 
and a career in Internat-onal Finance, we 
shall be pleased to send you our 
information package. The application 
deadline is June 1st, 2000. 


INFORMATION 

Master Program in International Finance 
Attn: Mrs. S. de Brieder 

Roetersstraat 11 

1018 WB Amsterdam 

The Netherlands 

Tel: +3 1-20-525.4764 

Fax: +31-20-525,4333 

Email: mif@fee.uva.nl 
http://www.fee.uva.nl/mif 


UvA [IB DE UNIVERSITEIT VAN AMSTERDAM. 
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The LSE Summer School 2000 
3 July — 11 August 
Economics 





Session One Courses: 3 July - 21 July 
Introductory Macroeconomics 

Statistics for Economists 

Intermediate Macroeconomics 

Introduction to Econometrics 

Economic Perspectives on Society 

Advanced Macroeconomics 

Development Economics 

International Economics 

Public Finance 


Session Two Courses: 24 July - 11 August 
Introductory Microeconomics 

Intermediate Microeconomics 

Economics of European Integration 

Economics of the Environment 

Advanced Microeconomics 

Advanced Econometrics 

Industrial Organisation 





We teach you 


HOW TO PLAY 
THE GAME 


and win! 


We can boast about being the world’s leading 
graduate school in the field of natural resources, 
energy and the environment 





We can talk all day about the calibre of our world 7 A r 
A i ‘ For details on these and our other courses in Accounting & 


Finance, English for Business, European Institute, 

We can show you a list as long as your arm, of International Relations and Management, Contact: 
CEPMLP graduates who have achieved senior The Summer School Office, Room N1, Houghton St., London WC2A 2AE 
Tel: +44 (0)20 7955 7554 Email: Ess@lse.ac.uk http/Awww.ise.ac.uk/summer-schools 


class team of academics 





positions with leading international companies 


3ut don’t just take our word, listen to what our 
graduates have to say about CEPMLP 





‘In retrospect, my decision to undertake a PhD 
degree at the Centre was the single most important 
career move | have made to date. As a direct result of 
my studies at CEPMLP, | am now employed by Shell 
Exploration & Production Services (RF) as a Business 
Analyst based in Moscow! 

Dr Andrew Seck, Canada, PhD 1998 


“The practical nature and the professional relevance 
of The PhD from the Centre, most certainly 
contributed to my success in securing the post of 
Legal Adviser with a leading International Oil 
Company”. 





Dr Mirian K. Omalu, Nigeria, PhD 1998 


TEETE i ulee LEARN GLOBALLY. STUDY LOCALLY. 


international Business Transaction & Investment, 

Finance, Oil & Gas, Energy, Water, Nuclear, Environ Are you an experienced interna- Asa GMAP student, you can continue 
ment, Mining, EU Integration with an Inter tional affairs professional who wants to perform your professional duties 
to further your education - without while you pursue your education, 
taking a year off to do so? Then You'll work closely with our highly 
consider the GMAP offered by The respected faculty and receive a 
Fletcher School at Tufts University. top quality Fletcher education. Plus, 


disciplinary Orientation: Law, Policy, Economics & 
Management Towards a Virtual University: 
Graduate Studies through Distance Learning. 


MBA © LLM $ MSc ¢ PhD This one-of-a-kind, one-year masters you'll become part of our active and 


Be a winner program in international relations influential international community. 
ld 


combines three (3) two-week resi- The first class starts in late July 2000. 


choose CEPM LP/Dundee dency sessions with 31 weeks of Contact us today to learn more 







n | mediated Web-based learning. about this challenging program. 
+ 
Centre for Energy, Petroleum | THe GMAP INTERNATIONAL CURRICULUM INCLUDES: 
J and Mineral Law & Policy | Crisis Management & Analysis è Finance 





Natural Resources, International Economic & Business Law 


ternational Graduate 





sational Business Transaction: Leadership & Management ¢ Negotiations 
“4 Info: Kathleen Shortt, CEPMLP/University of Dundee Technology Policy Ħ Trade Economics & Political Economy 
(E16), Dundee DD1 4HN, Scotland, UK Transnational Social Issues 
Tel: +44 (1382) 345897 Fax: +44 (1382) 322578 TEL: 617-627-2429 wes: www.fletcher.tufts.edu 
e-mail: k.a.shortt@dundee.ac.uk E-MAIL: fletcher-gmap@tufts.edu 


Website and CEPMLP Internet Journal: www.cepm/p.org 
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SOURSES_ 


Infrastructure in a 
Market Economy 


July 9-21, 2000 


4 T g L n Áj — 
f: N A CE IN e Infrastructure ina Market Economy is 
the public or private sector who are resp 
IN AN CE implementing initiatives for the private p 


The program aims to develop a bett underst 
Your Investment wh di 
a long tradition of excellence in f d an int iemenenal ly privatize; when privatized firms nee 
methods for doing so, such os concessi 
regulation; and vehicles for financing Infrastructur 


anci sa marketing: th the Exeter MSc in Marketing an a cuti provides prian with m ical tools 0: 
nme not availa t 


Taking the Fast Track l 
farez atin HE ted mater Mon m Manaen oh : Nose the dl ical issues that shap privat 
+ Design effective regulatory agencies to oversee the performance 


and develop industry links. of privately-provided infrastructure 


: further information For brochure and application, please contact: 
ons, Graduate Studies Secr and Economic Kathy Eckroad (617) 495-1101, ext. 129 


sity of Exeter, i EX4 4 a 
Tok: +44 (0)1392 263230 Fax: +44 (0)1392 AALS e-mail: kathy_eckroad@horvard.edu 
email: G.Simons@exeter,ac.uk Quote Reference: MRKTFI/2 Internet: www.ekecprog.org 


Other Masters available at Exeter: 


The Exeter MBA * MSc Finance & Management + MSc International Management H A R Vv AR D U N I V E R S Į T Y 


MA Finance & Investment « MSc Economics « MSc Economics & Econometrics an n ve ; ORAR nes 
MSc Economics & Finance » MA European Economie Union « MA Leadership JOHN E KENNEDY SCHOOL OF GOVERNMENT 


BRADFORD A i 
FRAMS 
STRATION 





7 e General 
indi eae inked 7th and.3 ist Eu andthe world respec Management 
i / _the unig ue opporeanity i ; Programs 


ions acrossĉoñtinental Europe. Fluent English a degree and work 


experience are required, . Finance 


One-year “Full-time MBA. Wo 7 Marketing ; 
in Utrechiethe Netherlands)” i i f h L i l é Manufacturing/ 
Two-year Part-time MBA l Logistics 


in Utrecht;.the Netherlands ans in-Berlin, Benn and : oe 
Mainz, Germany ‘ o « Custom designe 


Two-year Executive MBA | 


seven 9-day sessions in 4 Europe an countries 


Individual consultations alse dk wilable = please condet us for 
further details 


“Financel Times survey 24/01 400 NIMR AMBA Londont ucoredited PENNSTATE 








Toll-free withir 
Outside U.S.281 
Fax: (B14) 865 
Web Site: htt 
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& CORPORATE SL cl 


dure 26 - July 14, 2000 Cambridge, Massachusetts, USA 






* The Record an Performance and 
Reform of State-Owned Enterprises 


*The Ration rand Problems of 
Pubhe Ownership 


* Privatization of Natural Monopolies: 










* Methods of Privatization: Aucdons 
$ ion, Concessions and 

lavestors 

* Mass Privatization in Transition 
Economies 






+ Recent Privatizations, Data and 
Con lusions 









iructure and Methods 
«Deregulation and Competition Policy 
+ Labor and Privatization 


* Post Privatization Corporate Governance 







HARVARD INST ITUTE FOR INTERNATIONAL OEVELORMENT 
44 Story Street, Cambridge, MA 02138, UGA, Atte: Mike Hrica 
Pax (617) 495-9786 ‘Yat: (617) 495-487 Emai: peptid harvard vdi 


WWW.HIID. HARVARD. EDUSTRAINING 










Bachelor © Master + Ph.D. 


Business (GMBA: Majors) - Engineering 
Liberal Arts ~ ver 








PO. Box 1138, haa Mawr, PA 19010-USA 
1008 + email: admissions@washintedu + www.washintedu 


= 
UNIVERSITY 


Cheyenne, Wyoming, 


fax: 610.527 







renton University 









Wet 
Bachelor/Masters/Doctorate Degrees 
through Distance Education 
On-Campus Programs: BBA, BSCS and MBA 
available for International Students 
atour Cheyenne Campus. 

Accredited by W.A.0.C. «Licensed by the Wyoming State 
Department of Education under W.S. 21-2-401 to 21-2-407. 
Preston University, Dep EC25/2: 

1204 Airport Parkway + Cheyenne, WY 82001 © USA 
Tel: + 1 (307) 634-4440 Fax: + 1 (307) 634 3091 
Email; admissioas@preston.edu* www. preston edu 











Become Tomorrow's eStrategist 


Re-create yourself by earning your graduate degree online. Get your MS 
in Information Technology, MS in Information Management, or MBA- 
without ‘going back to school". That means-no time out from your career. 
Log on and you're there. Network as you learn. Interact with respected 
technology leaders and fellow professionals from around the globe, 








Join us at www.isim.edu, the award-winning, accredited online 
university. Applications are now.being accepted for the Summer, Fall 
and Winter terms. Apply online or call our admissions mentor Robin, 
at: 303,333.4224, ext. 177, or Toll-free at 1.800.441.4746, ext. 177. 












woanisimn. edit 
Denver, Colorado 


Accredited Member DETC 





isim university 


eCreate Yourself 
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University College Dublin 


An Coláiste Ollscoile Baile Atha Cliath 


Dublin European Institute 


A Jean Monnet Centre of Excellence 
invites applications for: 


Master's Degree in European Economic and Public Affairs (MEconSc) 
Based in the Social Sciences, this intensive interdisciplinary programme focuses 
on the business, economie, legal and political aspects of European integration and 
the European Union. {t is designed to provide graduates with strong analytical and 
research tools for working in a high-level Eurapean environment, Students take 
custom-designed core courses from Business Studies, Economics, Law and Politics. 
There is also a range of dedicated optional courses. Students will subrnit a specialised 
15,000-word research dissertation and participate actively in two extended research 
visits to Brussels and Florence. 


Masters Degree in European Studies (MA) 

Centred within the Arts. and Humanities, this broad-based interdisciplinary programme. 
focuses upon the cultural, historic, linguistic and socio-economic development of 
Europe. Itis designed to provide. graduates with a profound understanding of 
Europe's development and an ability to relate this to contemporary issues. in. 
addition to their specialised core course, students are offered a range of custom 
designed options from several Departments including Classics, History, History of 
Art, Library and Information Studies, Linguistics, Modern European Languages and 
Social Policy, In addition, students must take a modem European language and 
complete a 15,000-word research dissertation, 


Dublin European Institute 

University Collage Dublin has established the Dublin European Institute as a 
specialised interfaculty centre for research arid postgraduate teaching in the field 
of European Studies. The Institute also welcomes applications to pursue doctoral 
research in any cognate discipline of European Studies. 

For further information and application forms please contact: 

Dolores Burke, Programme Manager, Dublin European institute, UCD, Belfield, 
Dublin 4, ireland. Please quote ref: ETOO 

Telephone: (+ 359 1) 706 7634. Fax: {+ 363 1) 269 2589, 

Email: dolores. burke @uecd.le 


University College Dublin - National University of ireland, Dublin 





Amsterdam 
Institute of Finance 


eg 


In cooperation with the faculty of 
INSEAD 
and in association with 


Amsterdam Exchanges AES 


The Options Workshop 
- Stock Option and Foreign Currency Option Pricing 
- Option Trading Strategies and Risk Management 


{April 3 - 5) 
(April 5 - 7) 


The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 


of Interest Rate Derivatives (April 10 - 12) 


- Exotic Options (April 13 - 14) 
Derivatives: Special Topics 

- Volatility (April 17 - 18) 

- Credit Risk and Credit Derivatives {April 19 - 20) 

« Mathematics of Derivative Securities {April 25 - 27) 


For information, please visit our Web site or contact us directly, 


rdam, The Nethertands 
telephone: +3 1-20-5200 162/160 - fax: +31-20-5200161 
e-mail: info@aif.al - internet: www.aifnl 


AIF - Herengracht 205, 1016 BE Ams 
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sma | THE BUSINESS SCHOOL 
CENTRE! FOR FINANCIAL MARKETS 


The University of Reading 


gateway to the best careers 
in the global financial markets 


Tel: +44 (0)118-931 6675 - Fax: +44 (0}118 931 4741 email: admin @ismacentre.rdg.ac.uk « web: wi 


The Trinity MBA 


l vear, full time, International, General Management. 
Next Programme begins September 





“Accredited by the Association of MBAs 
Catherine Willams 
xX: 3531-679 9503 


To apply contact: 
Teb 343-1-608 | 
email TrintyMBA®@ 

webs www ie/Business, Studies/MBA/ 


SEHOL OF BUSINESS STUEHES, LINIVERSETY OF TRENETY COLLEGE, DARLIN 2, IRELAND 


Teaching French to adults for 29 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 /: hrs a day with 2 meals. 8 levels : Beg. I to Adv. I 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 3 April, 8 May and all year 
06230 Villefranche/Mer EC25, France, Tels (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


UNIVERSITY DEGREE 


For Life, Work and Academic Experience 
Degrees for people who want tọ be more effective 
and secure in their Jobs or Professions, 
Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by utilizing your 
life and work experience, University equivalent credits are given for your 
job, military, company training, industrial courses, seminars and 
business experience. We accept university credits no matter when taken. 
Our graduates are recognized for their achievements in business and industry, 
We will assist you in completing your degree requirements at your own pace 
through hom dy, 


Send/lax detailed resume for a MRR AATETTA ACA 


Pacific Western University 
600 N, Sepulveda Blvd, Dept. 137, Los Angeles, CA 90049, {310} 471-0306 





Worldwide 





THE CINCINNATI MBA | 
Unique One year Program in US 
Excellent ROL Begins 14.06.06 





fase anh aE 
graduate@uc.edy 
www.cha.uc.edusnba 
513.556.7020 
513.556.7006 ax} 





ARNA 


NTRE OF 
RELATION 


B.S., M.S. PhD. 
NO COST evalu, 
$400 UPTOWN BLVD NE * SUITE 298.W | 
Dept. 24 ALBUQ., HM 871 10+USA: | 
stings J4@centuryuniversityedy | 
1-800-240-6757 


For further < 
contact: 


L 


(University 
H Kingsway London. 
WC2B YE, UK. 


Telephone: 
rdt (01207365 6836 
Fas: 
+44 (207565 GRIT 
i E-mail 

m s3 fat X 
Surrey European Management School AER 
University of Surrey 
Guildford, Surrey GU2 5XH 
Freephone 0800 0523972 (UK only) 
Telephone: +44 (0) 1483. 259347 
Email: sems@surrey.ac.uk 
Website: www.sems.surrey.acuk 


in ENGLAND, in JAPAN, in BELGIUM 


SPANIS 


in FRANCE, in BELGIUM 





in BELGIUM 


in BELGIUM 





* ADULTS from 19 years 
* RETIRED PEOPLE OF 53 AND ABOVE 
(Special conditions available) 
+ JUNIORS from l to 18 years 
- FRENCH in BELGIUM 
- ENGLISH in ENGL 
in BELGI 





up to 45 private and/or group lessons 
and pedagogical activities 


Putting into practice with our e 


at breaks, meals and evening socio-cultural 





Since 1975 


in USA: LE À 
a a 
Fax: 1 (44) 1 584-40: » DED AW Eran com 


& 








activHies 








A MAXIMUM OF PRC 
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Senior Advisers 


Public Management & Economics 
Sutton, Surrey 


Crown Agents is an international development company that delivers specialist and multidisciplinary services in international trade, 
procurement, finance and institutional development, on a commercial basis. To meet the demands of our growing portfolio, we require two 


permanent advisers: 


(1) Public Management 


You will have in-depth knowledge of the structure and management of government at central, regional/local level, and provide solutions to 
ensure the efficient and effective delivery of public services within a limited resource base. Decentralisation and the development of 
regional/local institutions are of great concern to our clients. and you must be able to demonstrate that you are conversant with the complex 
nature and dynamics of this area. Privatisation and commercialisation of public services also play a vital part in the solutions we provide and you 
will need experience of PPP/PFI from the public sector perspective in order to find the most appropriate delivery vehicles for public services. 
Working with clients through the difficult and sensitive times that change brings is an essential element of our work. 


(2) Economics 


You must be able to demonstrate knowledge and- skills in all aspects of economics, including policy, planning, forecasting and implementation, 
macroeconomic and medium-term expenditure frameworks, budget preparation, and capital expenditure monitoring, and be able to carry out 
Statistical analysis and have expertise in economic modelling techniques. Given the complexity of the work, you will need the skill to translate 


complex ideas and theories into pragmatic solutions. 


` For both posts, you will be responsible for organising all activities, from initial expressions of interest, through preparing proposals, to 
the successful implementation of contracts. Accordingly knowledge of the major IFIs is vital. A relevant degree, at least 10 years’ 
experience in international development, and excellent facilitation, coaching and communication skills are essential. 


Please send-your CV by 7 April 2000 to: Carol Graham, Personnel Division, Crown Agents, St Nicholas House, St Nicholas Road, Sutton, 
Surrey SMI TEL, United Kingdom e-mail carol.graham@crownagents.co.uk — www.crownagents.com 


Crown Agents is always looking for high-calibre. consultants to fill a variety of project posts. If you are interested in 
working internationally in Customs, Taxation and Revenue Reform, Public Sector Management and Modernisation, 
Information Technology, or Technical Services, please e-mail a comprehensive CV to Tracy Millwood, International 


‘Recruitment at TREnquiries(@crownagents. co.uk, 
An equal opportunities employer 


ee 
INVESTOR IN PEOPLE 


Take our market understanding to new levels. 


STATISTICAL ANALYST / 18-MONTH CONTRACT / £30-35K P/A 


Mars ts a truly global business, manufacturing many of the world’s top-selling 
confectionery products. Our Market Information team provides the business 
with key information on trends and developments within the UK and wider 
European confectionery markets. Within the last year alone, we have prepared 
sophisticated statistical analyses of everything from different marketing 
activities to market forecasting, brand pricing, competitive relationships and 
more besides, This work has already significantly enhanced our understanding 
of our markets, and how our brands operate within them. 

Now, with demand for our services continuing to increase, we're looking 
for a committed statistician who would welcome the chance to apply his or her 
skills in a dynamic commercial environment. The work involves building 
market models and developing “what if” analyses to support strategic 
decision-making. This is essentially arole for a practical statistician who can 
quickly gain an-understanding of our business, produce original work of clear 


value to it, and challenge received wisdom where necessary. 


You'll need a good relevant first degree (plus, ideally, a master’s) together 
with a thorough understanding of techniques such-as multivariate analysis. 
linear regression, ANOVA and time series analysis, You will also demonstrate 
strong PC skills including statistical software packages, spreadsheets, graphics 
and databases. While some industrial exposure would be useful, this is less 
important than a real enthusiasm for the contribution that astute statistical 
analysis can make ~ so in practice you could be anything from a recent 
graduate to an early retirer. 

The experience you gain with Mars is likely to prove invaluable in your 
future career. If you would like to be considered, please forward your full.cv 
to Mary Marsland at Mars Confectionery, Dundee Road, Slough, Berkshire 
SLI 4X., Email: slo.recruiting @eu-etfem.com Closing date for applications: 
Monday 10th April. Interviews will be held on Wednesday 3rd May. 


We are committed te equid-opportunity employment practices, 
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i 7". INTERNATIONAL GRAINS COUNCIL 
l 
“age” Research Analyst 


The. International’ Grains Council, a London-based 
intergovernmental commodity organisation, is seeking a graduate to 
asist with the collection and analysis of. statistics and other 
information on the global grain economy. 


The Council administers the Grains Trade.Corvention and Food Aid 
Convention. lis economic activities are primarily focused on 

o monitoring the world grain market and. the dissemination of 
information to its members and subscribers. 


The successful candidate will have a good university degree in a 
nt discipline and be able to demonstrate a solid grasp of 
atistical and economic principles. Experience in a similar field, 

| especially involving work with international trade data, would be 
advantageous, A high level of IT skills is essential. Fluency in 
“written English is tequired, while a good knowledge of one or more 
other languages (especially French, Russian or Spanish) would be 
Jan important asset. Candidates should be self-motivated and, within 

a small multinational team, be able to work to tight deadlines. 


Please address applications, accompanied by a curriculum vitae, to: 
The Executive Director 
International Grains Council 
1 Canada Square 
Canary Wharf 
London E14 SAE 
E-mail: ExecDirector@igc.org.uk 
Closing date for applications: 10 April, 2000 
For a description of IGC’ activities, see the Councils web site at 
www. igc.org.uk 


RURAL DEVELOPMENT 
SPECIALISTS REQUIRED 


TO PORT OUR FRAMEWORK CONTRACTS 


Hunting Technical Services is a leading Rural Devel 
Consultancy operating throughout the world on beh 
EU, IBRD, ADB and DFID. 


è Legislation 

® Research 

© Agro Industry 

° Aquatic Resources 


© Agriculture 

© Agro Industry 

© Aquatic Resources 
© Forestry 

® Livestock © Rural Finance 

© Food Security | © Social Development 

© Community Development © Logistics and Transport 
è Land Administration + Monitoring & Evaluation 
© Economics & Planning © Project Management — 


© Rural infrastructure © Environment 


In the first instance please contact Sue Adams and request a copy of our 
format. Please quote refi FWRI : 
Hunting Technical Services | 


Tel: *44 (0) 1442 202440 Fax: *44 (0) 1442 219886 
E-mail: sue.adams@htsconsult.co.uk 


Technical Centre for Agricultural and Rural Cooperation 


'CTA 


Vacancy 


ADMINISTRATOR OF TRAINING PROGRAMMES 
IN AGRICULTURAL INFORMATION AND COMMUNICATIONS 


The Technical Centre for Agricultural and Rural Co-operation (CTA), international agency: based in Wageningen, Netherlands, (5 se 

candidates for the post of administrator of training programmes in information and communications, These programmes Involve techn 
Sand scientific writing, production of rural radio broadcasts, public speaking, design of Web pages, network management and marketin 

information services intended for the ACP countries (African, Caribbean and Pacific States), signatories of the Lomé Convention, 


-Responsibilities 


He/she will be in charge of training programmes in agricultural information and communications and will deal specifically withe 


* analysing training demand and needs 

* designing training programmes 

* preparing training sessions 

* launching and monitoring training sessions 


Profile 


* Doctorate or Masters in one of the following fields: 
Information and/or Communication Sciences, Agronomy, 
Education, Company Administration and Management 
Fluent written and spoken.English and French 


Hands-on experience of the management of training programmes (10 years) 


Computer skills - Word, Excel, Powerpoint; HTML 
Good interpersonal and communication skills 
(active listening, public speaking and presence) 

* Management ofa group of multicultural colleagues. 


evaluating training sessions” 
developing educational material ; es 
updating the programme's management database, 





EU citizen 

Free for frequent international travel 

Experience of organizational deve opment 

Knowlezge of the logical framework 

Knowledge of agricultural institutions 

Knowledge of African, Caribbean and Pacific countries 
Sense of initiative : 
Ability to analyse, synthesize and write well 

Age - between 35 and 40 


eo eee se @ eo @ @ 


Salary and additional benefits + Salary in the range of 5,800 Euros and excellent terms of employment 


Applications, with a CV and the names and addresses of three referees, should be addressed to CTA no later than 30 April 2000. 
Address: Mr J-C. Burguet, Head-of the Administration, Finance and Personne! Department, CTA, P.O.Box 380, 
6700 A] WAGENINGEN The Netherlands, Fax: +31 317 467 178, Email: mirjam@cta-nl 
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The Partnership to Support 
Governance Reform in Indonesia 
Vacancy for Head of Facility for Policy 
Analysis and Dialogue, Jakarta 





























A unique Partnership to support governance. reformin Indonesia is 
currently being forged between the new Indonesian. Government, its 
Parliament, Judiciary and civil society. and the international 
community. The desire for reform among Indonesians from:across a 
wide range of backgrounds is strong, To effectively implement the 
country’s ambitious reform agenda will require strong political 
consensus building, careful management and creative inputs. The 
priority areas include legal and judicial reforms, anti-corruption 
initiatives, civil service reform, decentralisation and regional 
autonomy, parliamentary empowerment, electoral reform, corporate 
governance reform and civil society empowerment. A key. component 
of the Partnership will be the Facility for Policy Analysis: and 
vı Dialogue, which is expected to facilitate, inform and support a 
National Dialogue on Governance. The Facility will, inter alia: 


* Support strategic thinking, policy formulation and research 
into the complex and inter-related governance issues of 
Indonesia. 

+ Produce a national governance assessment and periodic 
progress reports to assist Indonesia establish a base line for 
its efforts and evaluate progress in meeting its objectives of 
reform, and thereby assist the Partnership determine areas 
of priority for future donor support. 

+ Share good practices and international experience. in the 

area of governance both as these emerge within Indonesia 

and from elsewhere around the region and world, 


< Head of the Facility 


© The founding partners of the Partnership, the World Bank. and 
. United Nations Development Programme (UNDP), are seeking to 
svrecruit. a Head of the Facility who will lead a small team of 
internationally and nationally respected experts in the field of 
governance, The person concerned will have extensive experience 
either as a practitioner of governance reform, a policy maker or an 
academic with strong credentials for understanding the nature of 
governance reform from an interdisciplinary perspective. A strong 
.- development background and international experience would be an 
advantage, The successful candidate should have strong diplornatic 
| and communication skills enabling her/him to deal at senior levels as 
well as engage in community dialogue. The Head of the Facility 
should be able to stimulate dialogue, seek linkages between different 
| aspects of governance, and help forge consensus on issues. 





























The successful candidate would be expected to take up the position 
by about May 2000 for an initial 12 month period, which could be 
extended further, by mutual consent. 








Remuneration for the position, which would beat internationally 
competitive rates, is negotiable and would depend on the skills and 
_eompetencies the successful candidate brings to the post. 


Further information on the Partnership and the Facility for those 
interested may be sought: from the following email address: 
_- kevin.evans @ undp.org, or fax. to (62-21) 3190-3160. Expressions 

of interest: would be welcomed through to mid April 2000. 











United Nations is a smoke-free environment 





~The University of Nottingham 


NS MALAYSIA 


THE UNIVERSITY OF NOTTINGHAM BUSINESS SCHOOL 

SCHOOL OF COMPUTER SCIENCE & INFORMATION TECHNOLOGY 
SCHOOL OF ELECTRICAL & ELECTRONIC ENGINEERING 

SCHOOL OF MECHANICAL, MATERIALS, MANUFACTURING 
ENGINEERING & MANAGEMENT 


As part of its plans for extending the global opportunities for high quality 
education, the University of Nottingham is developing a new campus in 
Malaysia, This is one of the first campuses of a British university to be 
established outside the UK anywhere in the world. 


The School of Computer Science and Information Technology, the School 
of Electrical and Electronic Engineering, the School of Mechanical, 
Materials, Manufacturing Engineering and Management and the University 
of Nottingham Business School will be involved in this initiative and 
intend to provide courses at undergraduate and postgraduate level on the 
Malaysian campus. Initially, courses will be offered in Kuala Lumpur and, 
from 2003, in a purpose-built campus near the capital. 


This development will open exciting opportunities for new academic 
appointments in the three Schools. and applications are invited for 
positions at lecturer, senior lecturer and professorial level in each of the 
broad subject areas. Staff appointed can expect to be employed by the 
University of Nottingham for an initial period of about three months and 
subsequently will be employed by the University of Nottingham in 
Malaysia for varying periods. On successful completion of their contract 
with the University of Nottingham in Malaysia there will be opportunities 
for employment with the University of Nottingham in the UK. An attractive 
salary package will be available based on UK scales and overseas 
allowances. This opportunity is likely to be of interest to staff from the UK. 
it is anticipated that up to eight academic posts will be available as part 
of the first phase of this development; six will be at lecturer/senior lecturer 
level and one or two at professorial level. The University will not seek to 
restrict appointments exclusively to specific specialisms identified within 
the three subject areas detailed below but will be interested in receiving 
applications from those with energy and enthusiasm for helping to deliver 
Nottingham's high quality programmes in Malaysia and to build up the 
research activities of the Malaysian campus over the next few years. 

1. Division of Business and Management: Accounting and Finance, 
Economics, Organisational Behaviour, Human Resource Management, 
Marketing or Strategy at both undergraduate and MBA programme levels. 
Posts may be offered either as University of Nottingham only contracts 
(with secondment) or as University of Nottingham in Malaysia contracts 
as detailed above. 

2. Division of Computer Science and Information Technology: Software 
Engineering, Discrete Mathematics, Programming: Languages and Program 
Design, Computer Communications and Networks, Database Technology, 
Artificial Intelligence. 


3. Division of Engineering: 

Electrical and Electronic Engineering: Telécommunications, Signal 
Processing, Software Engineering, VLSI design, Data Communications and 
Networking or Analogue Electronics would be encouraged. 

Production and Operations Management: Industrial Engineering, Production 
Management, Service Operations Management, Quantitative Methods and 
Operational Research, Facilities Planning and Design, Quality Management, 
Logistics, Supply Chain Management, Ergonomics and Human Factors. 
For further information please contact: : 
Christine.Ennew@Nottingham.ac.uk (Business and Management) 
Leon.Harrison@Nottingham.ac.uk (Computer Science and IT) 

Brian. Tuck@Nottingham.ac.uk (Engineering) 
epzcob@unix.cec.nottingham.ac.uk (Professor C O'Brien, 
Pro-Vice-Chancellor Malaysia) 

Further details and application forms are available on the WWW. at: 

http:/ /www.nottingham.ac.uk/ personnel or-from the Personnel Office, 
Highfield House, The University of Nottingham, University Park, 
Nottingham, NG7 2RD. Tel: 0115 951 3260, Fax: 0115 981 5215. 
Email: Personnel.Applications@Nottingham.ac.uk. 


Please quote relevant reference number. Closing date: 44 April 2000. 


Division of Business and Management - Please quote ref. MCM/01M. 
Division of Computer Science and IT - Please quote. ref. MCM/02M. 
Division of Engineering - Please quote ref. ‘MCM/03M. 
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‘Latin American Economic Analyst (full-time, £20-830K 
plus bonus): Analysing economic fundamentals and political 
oe “developments, you will produce country reports to agreed deadlines. 
~The ideal candidate will have a postgraduate degree with a large 
economics component and in-depth knowledge of the Latin American 








- fegion, Proven ability to produce clear and concise analysis is vital, 
together with an excellent command of written English... 


Freelance Analysts (part-time): With similar academic and 
analytical credentials as the full-time analyst above, candidates will have 
an in-depth knowledge of either the African, Middle-Eastern, Asian, 
`- Tatin American, Eastern European or Western European regions. 
“Freelancers must be based in the UK. Those who are in a position to 
work for Dun & Bradstreet on a long-term basis will be preferred. 


_ Editor (full-time, £20-£30K plus bonus): Copy editing and 
proof reading a variety of country risk products, the successful candidate 


















£16,781-£22,781 


the development of foreign policy. 


“Please quote reference A/119/ECO. 


A 
Moy, 
Q 


OSI 


Cas 


: ‘CAPITA RAS 
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Economic Analysts and Editor 


< Dun & Bradstreet is the world’s leading supplier of business information. Based in High Wycombe (40 minutes commute from central London), 


the Economic Analysis Group is seeking both economic analysts and an editor for its portfolio of country risk produc 





Graduate Economists in the Diplomatic Service 


What do you think? 


The economic benefits of peace would be in the Middle East? 

How could e-commerce help Russia's economic problems? 

The impact the Single Currency would have on trend growth in the eurozone? 
You will be tackling issues like these.as a Diplomatic Service Economist. Your advice on economic issues will be fundamental to 


C As'a talented economist; you will provide top quality economic analysis, policy advice and overseas reporting to Ministers and 
“senior officials. You will spend your first two years in London working on global economic policy or EU. issues. You will then 
work abroad, typically for:3: years. This could be covering economic developments in an emerging market like Brazi! or South ° 
Korea. You will spend as:much as half your career overseas. 
You must be a British citizen with a minimum of a 2nd class honours degree in economics, ora joint/mixed degree with economics 
as at least half of your course. Candidates with an MSc in economics or some related’ work experience would be particularly» 
welcome. You will need good interpersonal skills, originality, and intellectual stamina to thrive in a fast-moving policy environment. 


For further details and an application form (to be returned by 10 April) write to Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7B, or telephone 01325 745170 (24 hours), or fax 0125€ 383785. Internet: http://www.rasnet.co.uk/ 


in representing Britain overseas, the Foreign and Commonwealth Office aims to reflect the diversity of British society. Applications are weleamed 
from all suitably qualified persons, including women, members of minority ethnic groups, and the disabled. 
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will have professional editing experience ave undergone. a 


formal in-company training programm work on 


varying tasks within a small department: 


For the full-time positions, the option 
part of the working week, Applicants s i 
salary details and a one-page writing sam : 
Head of Research at bowlesj@dnb.com | Please state the position you ce 
are applying for (including region for freelance applicants) inthe 





subject line of your message. 


Dun & Bradstree 


The insight to grow your business. 


Foreign & 
Commonwealth 
Office 


Fast stream = 
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Nantes Graduate 
School of Management 
is celebrating its 
centenary in 2000. 
Within the framework 
of its international 


strategy and building 


enriching its teaching 





staff by apening 


Fey 








co hold a 
Doctorate PhD, be 


interested in actively continuing 


should 
or oa 


publication and research and 
contributing to the increasing 
presence at the schdal on the 


international scene, 


Y inhabitants 





Nantes is a city af Gtk 





ameco to 
nernational 


capitals through its international airport 


i fitestyle 








hoursh, 






and to Paris by T 


-FACULTY POSITIONS 
IN ACCOUNTING AND CONTROL 


INSEAD is inviting applications and nominations for its Novartis 
Chair in Healthcare Management. The school is seeking an 
outstanding academic with a strong record of published research in 
pline (e.g. economics, operations 
management, marketing, organisational behaviour or strategy). The 
chatrholder will help develop the research and education activities that 
will position INSEAD at the leading 
worldwide in this increasingly important area. 





healthcare and close ties to a dis 


INSEAD is a leading international business school with a European 
campus located in Fontainebleau, France, near Paris and an Asian 
campus in Singapore. The school counts 125 full-time faculty members 
representing 25 nationalities and attracts 650 MBAs and 5,500 
executives from around the world annually. Faculty can opt to reside on 
dither campus. The working language is English. 

oo Tes four-vear PhD Programme currently bas over 40 students enrolled. 


Applications should include a curriculum vitae and the names and full 
addresses of at least three referees. Nominations or requests for more 


information should be sent to: 


Professor Hubert-Gatignom, Chairman of the Novartis Search 
Camimittee at INSEAD, Boulevard de Constance 
77305 Fontainebleau Cedex, France. 
Compensation is competitive with the top business schools in the 


0 world. 


INSEAD does not discriminate int the basis of race, religion, 
national origin ov gender, 





126 


Faculty Positions in | 
E E A AE » Finance, HRM, 
International Law, Management Control, 





edge of management thinking 













ESCNA is one of the 24 
European institutions 
with FQUIS acereditation 
(European QUality 













Internanonal Centre for Rain Forest Conservation & Development 
GUYANA, S, America 


The Iwokrama International Centre. for Rain Forest Conservation & 
Development is responsible for the conservation and sustainable 
development of 360,000 hectares of tropical rain forest in Guyana. A 
key objective is financial self-sufficiency via earnings from sustain- 
able commercial activities in the forest. 

With funding from the Canadian International Development Agency 
(CIDA), the centre is seeking two innovative and experienced pro- 
fessionals to fill the following key positions for the implementation 
of the Centre’s programmes. : 

Director of Programme Support 






improvement System) 
awarded by EFMD. 














Marketing, MIS, 
Strategy. 





The role of the Director of Programme Support is to develop and 
maintain an innovative, transparent and cost-effective programme of 
financial control and staff management. 
Ecotourism Development Specialist 


The role of the Ecotourism Development Specialist is to develop a 


minimum oof corporate 
experience and Anglo-Saxon 





| 
Sins academic potential, | 


culture are necessary for community-based ecotourism programine that can act as a catalyst 
successful candidates to for the promotion of Guyana as a desirable ecotourism destination. 


General Information 


For further information, please visit our website at 


contribute effectively to the 
development of FSCNA and also 










play an active role in itsi | htep//:www.sdnp.org.gy/iwokrama or contact Jean Bacchus, 
eae ee | | Iwokrama International Centre for Rain Forest Conservation and 
| Development, 67 Bel Air, Georgetown, GUYANA, South America. 


Fax 592-2-59199 E-mail: iwokrama@solutions2000. net 
Deadline for Applications: April 16th , 2000 







f ES 
GEORGE WATSON’S AND 
DANIEL STEWART’S CHAIR 

OF POLITICAL ECONOMY 


Applications are invited for this Chair in the 
Department of Economics which is tenable from 1 
October 2000 or from such other date as may be 
agreed, Established in 1871, the oldest chair in the, 
Faculty of Social Sciences. Applications may also be 
considered for appointment to another Chair of < 
Economics which will become vacant during 2000, 
and which may be filled without further 
advertisement. 




























Salary will be in the Professorial range. 

Please quote REF: 306173EC. 

Informal enquiries about the position can be made tosi 

Professor Gary Koop (G.Koop@ed.acsuk). The: 

department's web site (http: //www.ed.ac.uk/econ/)> 
contains further particulars about the position and: 

information about the. Departnient,- 



















Further particulars including details of the application 

procedure should be obtained from 

THE PERSONNEL DEPARTMENT, 

THE UNIVERSITY OF EDINBURGH, 

9-16 CHAMBERS STREET, 
EDINBURGH EH? THT: 

‘Fel: 0131 650 2511 (24 hour answering service). 

http://www.personnel.ed.ac.uk/recruit-htm 

Closing date: 28 April 2000. 
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CHARLES H. STOCKTON CHAIR OF 
INTERNATIONAL LAW U. S. NAVAL WAR COLLEGE 
NEWPORT, RHODE ISLAND 02841-1207 


“Phe Search Committee invites applications from candidates with a distinguished 
gecord in the study and practice of international law for the Charles H. Stockton 

Chair of International Law at the United States Naval War College, Newport. 
Rhode Island, The Stockton Chair is the College’s oldest and most prestigious 
Chair, reflecting the importance of the study of international law at the College. 
The appointment will be for a term of one to three years, depending upon the 
candidate's qualifications and availability. The Chairholder will be expected to 
research, publish, and teach public international lawin ifs peacetime and conflict 
application, The Chairholder will also be asked to participate as a legal advisor 
in selected war games, and organize, several conferences addressing various 
aspects of the relationship of law to military operations. 





Academic requirements include a J.D/L.L.B. plus an additional advanced 
degree in international law or equivalent professional experience. 


‘The successful candidate will assume the position on August 1, 2001. Eligibility 
for a Top Secret Security Clearance is desirable but not required. Curriculum 
vitae should be submitted along with cover letter to: 

Dean, Center for Naval Warfare Studies, Naval War College, 
“686 Cushing Road, Newport, RI 02841-1207 ne later than dune 1, 2000. 


The Naval War College is an Equal Opportunity Employer. 


A SODETEG , a French company, 


is one of the leading European firms providing 
consultancy and technical assistance throughout the 
world to Governments, Institutions and Companies 
funded by international donors. 


For private sector development projects in the 
Mediterranean countries we are seeking long term 
and short term experts in following areas: 


privatisation specialists, one of them 
urgently needed for long term-technical 
assistance to the liberalisation and privatisation 
of the infrastructure sector (Electricity, Water, 
Transport, Telecommunications, n} with 
expertise in economic, legal (concessions, 

BOT, leasing) and institutional aspects of 
infrastructure sector regulation. 


„a senior economist highly experienced in 
strategic and macro-economic planning, in 
sector policy and public infrastructure projects 
programming (urgently.needed too) 


specialists of financial and corporate 
restructuring of State Owned Enterprises 


Small and Medium Enterprises 
development experts 


interested candidates should send their CV by fax or 
E-mail to: 
Mrs Pascale Forestier 
Fax: 33 156 30 64.15 E-mail: 
cv.management@sodeteg.thomson-csf.com 
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The MacAlister Elliott Group. 


‘The MacAlister Elliot: Group specialises in natural resource development 
and conservation, food supply development and quality assurance, private: 
sector development, institutional strengthening and training. : 
Through our Group Companies we have expandec the range of-s 

we offer to our Clients in both Europe and worldwide and now 

hear from both fong aad short term specialists in the following fields: 


+. 

e Rural Developme: 

* Food Processing and Quality A 
¢ Private Sector I 

* Monitoring and E 

. PMU Management 

¢ Training in the above fields 


Retrieve CV form: at wwwaacalister-elliott, ont (click on 
“Specialists”) and e-mail to reernitment@macell demon.co. uk 


Global Entrepreneurship 
Monitor 


This London Business. School/Babson College research programme 
focuses on the role of entrepreneurship in national economic growth, 
it is expanding to incorporate twenty national teams in its second yea 
including a UK national team which will provide an assessment of the 
entrepreneurial sector UK for the year 2000, `- cM 
Research Fellow 1 nue 

A full time Research Fellow is required to supervise the work of the 20 
national teams, assist in co-ordination. with survey research ‘suppliers, parti 
ipate in the’ development of a compri ve data set and contrib. 
completion of the second round of analysis and interpretation. 


UK Project Officer 

This position involves assembling data from national sources on new and 
small business, completing interviews with UK experts on entrepreneursh 
analysing survey research and government data on entrepreneurship and 
new firms, and cornpletion of a national report on ertrepreneurship in the: 
UK in 2000. 


Applicants should have.a.completed PhD or {in the case of the UK Project 
Officer) be in the final stages of completing their PhD dissertation in relevan 
areas, a broad understanding of social science research. methodology, and 

substantive background in entrepreneurship and/or economic development. 


Both appointments would be for one year in the first instance, although they 
may be extended as further funding becomes available. ; 


London Business School exists to advance fearning and research in business management 


Please submit your letter of application 
with CV and the names of three referees to: 
Professor Paul Reynolds, Professor of 
Entrepreneurship, 

Regent's Park 

London NWI 45A 

United Kingdom 


Tel: 020 7262 5050 
Fax: 020 7723 8534 


Closing date 24 April 2000. 


www. london.edu 


£C24/03/00 


London| 
Business| 
School — 





APPOINTMENTS 


JOB HUNTING INTEI 


Executive $75K-500 Career searching into, within or ataf 
Asia / Europe / M-East/U.S.? Contact for Free Info & Critique 
www.careerpath.co. uk 

Pax: 
1 202 4781 1698 
5 0 














cpamerica( Fae co.uk 
cpeuroped@careerpath.co.uk 
epasia@bkk Joxinfo.co.th 


USA/Canada 
Europe 
Asia / ML Kast /Aus 













+44 
+66. 


NUFFIELD COLLEGE 


OXFORD 


Appointment of Research Officer 


Applications are invited for a Researth Officership attached to an ESRC project, 
“Modelling Non-Stationarity in Boonamic Time-Series” whose grant holders are Professors 
David Hendry and John Mueibauer, The appointment will be fram tst October 2000 to 
Gist December 2001. 


The successful candidate will work manly with John Muelibauer on applied econometrics 
topics, These, include international macroeconomics, monetary policy and UK regional 
~vinteractions between housing markets and the wider economy. 
Applicants should have torbe about to comps a doctorate in Econometrics or 
Economics, Salary is. on the Nuffidid scale starting at 797 per annum. 


Applications, including a CV and the names and addresses. of two. referees, 
coshould be sent to Emma Hunter, Nuffield College, Oxford OX1 INF, UK by 

2 11th April 2000 {email emma.hunter@nuf.ox.ac.uk}. Applicants should get their 
¿referees to forward their references directly to Emma Hunter. informal 
inquiries may be made through John Muellabauer@nuf.ox,ac.uk 


The College is an Equal Opportunities Employer. 





















ANDARD 
Financi 


ial Analy 










Standard & Poor's the leading global credit rating company, 
is looking for analysts to join its Financial Institutions 
Department in London, 


Experienced economic and financial analyst for the banking 
sector in Hungary and the rest of Central and Eastern 
Europe. This high profile role will require meeting with 
senior management of rated institutions, as well as with 
relevant government authorities. You will need to perform 
macroeconomic analysis of the economic and sectoral issues 
that effect financial institutions, as well as analyse the 
commercial and financial risks of individual banks, 




















You will need to be a graduate with at least five years’ 
experience in the Rating sector. Fluency in Hungarian and 
English is essential, as are excellent written abilities. A 
knowledge of other European languages will be desirable, 
but not mandatory. A deep understanding of monetary 
economics and work experience in the banking sector as an 
economist is essential. In addition to your strong skills in 
ncial and economic analysis, you should be a confident 
starter and.excellent communicator and writer with 
strong interpersonal skills. 

















Please apply in writing, with covering CV to Kate Lowles, 

Human Resources Manager, Standard & Poor's, Garden 

House, 18 Finsbury Circus, London ECIM 7N]. & 
Pu, € 







A Division of The MeGraw-Hil Companies 








BUSINESS & 
PERSONAL 


(OFFSHORE BANK 


Premier Jurisdiction - Bank & Trust License (File #862) 












World Trade Organization, Geneva 













information Officer, Information and 
Media Relations Division 










The World Trade Organization is seeking to fill the position of 
information Officer in its Information and Media Relations 
Division. Responsibilities will focus on media relations and WTO 
information activities especially in. Spanish and English. The 
Information Officer will be involved in writing on certain WTO 
activities and giving presentations to the media and public on all 
aspects of WTO work. 







Candidates should have a university degree in an appropriate 
subject and substantial experience in journalism and/or public 
relations. The successful candidate must be able to demonstrate 
considerable presentational skills with an excellent writing style 
in Spanish and English. A knowledge of trade issues as well as 
international relations will be necessary. The ability to 
communicate complex ideas and issues in a precise and readable 
manner and an ability to use a PC and software is necessary. 
Fluency in Spanish and English required. Knowledge of French 
would be an advantage. 


















Conditions of service are of an international standard and 
include a full expatriate package. Interested candidates should 
send a detailed CV to: Personnel Division, WTO, Centre William 
Rappard, Rue de Lausanne 154, 1211 Genéve 21, Switzerland, 
Fax: +41 22 739 57 72. 

















The WTO application form may be downloaded from the 
website: www.wto.org 


Applications should-be received by 28 April 2000. 










Risk Analysis. 


Seek full professor, tenure track 
on social science aspects of risk 
analysis, Application to food 
safety anticipated. 

Call Dr. Marilyn Aronoff at 517-355- 
6641, Sociology Dept Michigan 
State University E.O.E 


COURSES 













University of the 
West of England, Bristol 


MSc International 


Business Economics 
ess.msc@uwe.ac.uk 


WWW.ess.we,ac.uk 
+44 (0)117 344 2744 





For Sale US $2,000,000 
INTERNATIONAL 
PROPERTY | 


For further information, please contact: 
CARIBECO USA LTD. 
Gary A. Ferrara; P President 













l Lake Geneva & Alps 
Attractive properties, overlooking views, 1 to 
5 bedrooms, from SFr 250°000, Sale to Non- 
| Swiss citizens authorized, Leading company 
established in 1975. Experience: Discretion. 
. REVAC S.A. 

52; Montorillant,.. GH-1211 GENEVA 2 
Tel. +444. 22/734 15 40, Fax 734 12 20 

 WWW.revac. net 






NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315 ~ 317 REGENT ST LONDON WIR 7YB UK 
werw.minerva-prass.co.uk 
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APPOINTMENTS 





Department for 


International 
Development 


DFID 


The Department for International Development (DFID) has a 
strong involvement in Rwanda and works closely with the 
Government of Rwanda (GoR), the World Bank, the IMF and other 
bilateral donors to reduce poverty, Education is a key part of the 
DFID Rwanda Strategy Paper and entails providing long term 
advisory assistance to the Ministry of Education and helping to 
develop its strategy for education, with the ultimate aim of 
initiating a Sector-Wide Approach (SWAp).: 
As Education Planning Adviser, your role will be to strengthen the 
capacity of the Rwandan Ministry of Education in formulating 
policy and plans for the education sector and giving strong support 

















Application forms can be obtained, quoting reference AH304/2/CMcG/TE clearly on your envelope, from Department for 
international Development, Abercrombie House, Room AH304, Eaglesham Road, East Kilbride G75 8EA or telephone 





EDUCATION PLANNING ADVISER 
RWANDA | 









QUALIFICATIONS AND EXPERIENCE 
You'll have a degree in Education and some knowledge of f 
Education Planning, with a further degree in education planning | 
desired, Computer literate and capable of using spreadsheets and 
databases, you'll have a working knowledge of education sector 

reform within developing countries, preferably within the 

environment of a government education system in Africa, be 
Collaborative, influential, assertive and resilient - these are key oe 
attributes which will help you make a difference in this key role. e 
An ability to work in both French and English will be a distinct 

advantage. 

TERMS OF APPOINTMENT 

The post will be for a fixed term period of 2 years and the salary | 
offered will be crica £45,000 p.a. (UK taxable) plus benefits 

package which includes substantial tax free allowances. 

Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom. 

Closing date: 14th April 2000. 


vuk — http://www.dfid.goviuk 





E to the development of our SWAp: Located within Kigali, you will be 
m responsible to the Secretary General of the Ministry and will work 
= closely with the Planning Directorate and other parties in providing 
£ professional advice and support in the formulation of policy and 
bias n spew s i 
z plans. Developing and utilising the Education Management 
E information System to provide periodic reports:on the progress 
o of developments of the sector as a whole will also form part of 
ba your remit. 
ie 
pa 
bi) ‘ 
| = (01355) 843243 (answerphone) or e-mail: c-rmacginty@dfid.go 
m The Department for International DFID works in partnership with 
om Development (DFID) i ( i governments, international and national 
= government department responsible for non-governmental organi: 
cen promoting development and the reduction private sector and institutior 
= of poverty. DFID is cc í 
| ike internationally agreed target of halving the Commission. Mast of our as 


proportion of people living in extreme 
poverty by 2015. 


— 
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World Bank, UN agencies and the European Oo 


concentrated on the poores 








1402 TEANECK ROAD > SUITE 114 - TEANECK, NEW JERSEY « 07666 + USA 
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to all other destinations) 
system ( i ot included) 


[offshoreanswers.com] 








U.S, CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
{LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 


Your headquariers may be soywhere in the f 
USA or other cowry. No minimum capital | 
requirements, No lawyers necessary, Moat 
major corporations are iscerporated in 
Delaware. FREE Delaware Incorporation 
Handbook (Bih Edition}, Registered agent, 
shelf corporations, legal add in 
Delaware and mail forwarding. US. bank 
account opening service. VISA/MC/AMEX 
CALL ANYTIME Tek: 1.800.423.2993 
(toll free) or +302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 

address in or Fax: +302,996.5818 
E-mail: inc_info@ deibusine.com 
internet: https//eww.delbusine.com 
Delaware Business Incorporators, Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 






















Asia and sub-S 
work in middi 
Central and Eastern Europe 









, but we also 
untries, and in 


haran 
income 







DFID is committed to a 
Ipportunities and en 
from members of the ethni 





a* 
a 


Ops 
a tathom, K 
beating, : 
n Ce cated in Kensington area) 









@ Tourist Board Approved. 
Ashburn Garden Apartments: 

a SAshhure Gardens me 

South Kensington, London SW7 40G, UK 


www.ashburngariens.co.uk 
Mo sinfo@ashburngardens.co.uk 


LS Tek etda 207 370 2663 


Faw trga 207 370 6743. 
eee 
OFFSHORE 
Companies from $25 
















READY MADE COMPANIES. 
LOWEST ANNUAL FEES.” 
NOMINEE SERVICE 
BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 







Tek 4399-1-6790600 Fax:+383-1- 
Ridge Hous: R 


Cyprus: ie 
Vals 35P- 2782416 Pax:4957-2766722- 
Established since 1980 
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FONOS I Aé PANATS ATION UNIT, MINISTRY OF FINANCE 
Ba rte ee is PLANNING & ECONOMIC DEVELOPMENT 


INVITATION TO PARTICIPATE IN THE TENDER PROCESS 
IN CONNECTION WITH THE DIVESTITURE OF 
APOLO HOTEL CORPORATION 






Creating 
opportunities 
for new thinking 





























A leading independent research 
company providing analysis on the 
giobal racroeconomy and 
financial markets, has positions 
open in its Eastern and Western 
European research teams. 


Candidates should ideally hold a 
Masters level qualification in 
Economics, and twò or more years 
of experience in macroeconomic 
and/or financial market analysis. 




























Background 

The Government of the Republic of Uganda, through the Privatisation Unit. has 
initiated a tender process in connaction with the divestiture.of 100% of the shares in 
Apolo Hotel Corporation Ltd. 

The tender will be conducted in two stages. The first stage comprises the pre- 
qualification of bidders. The second stage will include the submissiotof bids by pre- 
qualified bidders. 

The Government hereby invites hotel owners, operators and financiers and other 
interested parties to participate in the first stage of the tender. 





















Conversations tor 
the Milenniurn 
Competitive packages offered. 


Please e-mail: 
kchow @ideaglobal.com, or write 
to Mr Koon Chow, 
IDEAglobali.com, Lincoln House, 
296 High Holborn, London 
WC1V 74H. 


The 
Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 
Stephen Welch, New York 
Tel: (1-212) 541 5730 Fax: (1-212) 247 1325 
email: stephenwelch@economist.com Plot} Colville Street, Bos 10944, Kampala, Uganda 


or: Evanna Kearns, London Tel; (+256 41) 250108/256467 Fax: (4286-41) 342403/259907 


Tel: (44-171) 830 7000 Fax: (44-171) 830 7111 e-mail: 5 Só: site: sfiwwiw, ai 
temai; evannakearns@economist.com E-mail: ahc@perds.go.ug. Website: http://wwyy perdago ug 


or: Nathalie Henault, Paris Pre-qualification proposals, complete with a submission fee of US$ 1,000 (one 
The Tel: (33-1) 53 93.66 08 email: thousand dollars only}, must be submitted to the Director, Privatisation Unit, 
Economist ann f nathaliehenault@economist.com by no later than 5.00 p.m, 3rd May, 2000 
















The future is a kaleidoscope of 
questions, possibilities, doubts 
and optimism. Opportunities 
and ideas collide to form new 
visions. 















Enterprise Profile 

Apolo Hotel Corporation Ltd, (AHCL) is a Public Limited Liability Company wholly 
owned by Government, ANCL owns the 250 room Kampala Sheraton Hotel and an 
apartment block. The Sheraton Kampala Hoel is a 12-storey structure situated on 
raised ground gracing the skyline of Kampala City, and is close to the central 
business district, It has access to an outdoor bar and gardens adjoining the hotel 
premises. The Kampala Sheraton Hotel has been operating since 1997 under a 
management contract with Sheraton Overseas Management Corporation, 














The British Council and The 
Economist bring you 20/21 
Vision: 20th century lessons 
the 21st century, a look into 
the future of the global 
knowledge-based economy, 
with Bill Emmott, Editor of The 
economist. To join in the 
conversation, visit our website 
at www.britishcouncil.org.hk/ 













‘Tender Information 


















The first stage of the tender is conducted in accordance with pre-qualification terms 
of reference to be obtained from the Privatisation Unit at the following address: 
The Director, Privatisation Unit, Ministry of Finance, 
fith Floor, Communications House 











REQUEST FOR CANDIDATES 







AZERBAIJAN REPUBLIC 
Agricultural Development and Credit Project 


Credit No: 3236-AZ 


1. The Government of the Azerbaijan Republic has received a credit from the 
International Development Association (IDA), and intends to apply part of 
the proceeds to contract an institution with extensive experierice in rural 
finance and credit cooperative development to serve as an implementing 
agency for the credit component of the Agricultural Development and Credit 
Project. The implementing institution will: (i) provide technical assistance 
and training to credit cooperatives and groups of borrowers to be 
established under the project, and (i) manage the credit ine on behalf of the 
Government of Azerbaijan. A requirerent for selection of the implementing 
agency will be the willingness of the institution to share credit risk by using 
its own funds to co-finance 20% of each sub loan made to the credit 
cooperatives and borrower groups. 


. The Agency for Support to the Development of the Agricultural Private 
sector, which is responsible for project management, seeks two individuals 
to participate in the committee for the evaluation of technical proposals 
received under the above tender. The assignment will last ten (10) days. 
Interested individual consultants are invited to submit. CVs and information 
on their qualifications (experience in rural finance and credit cooperatives) 
to the address below within two weeks of the publication of this“notice. 
Consultants will be selected. in accordance with the procedures set out in 
the World Bank's Guidelines: Selection and Employment of Consultants by 
World Bank Borrowers, January 1997. revised September 1997 and 
January 1999. 


PRIVATE EQUITY ANALYSTS 


| Candidate: A self starter, able to work independently and willing to 
travel extensively. Good command of written and spoken English. 
o Knowledge of other languages an asset, 




















Duties: As a member of a team of private equity experts, the successful 
candidate will be responsible for analysing private equity projects in 
1, Africa, Central Europe and Latin America. A thorough knowledge 
of financial analysis is critical. He/she will-be based either in Singapore 
or Hong Kong but will be required to travel extensively through these 
Fegions to visit companies and plants, atimes in remote areas, to 
cStructure deals and subsequently to montor progress of investée 
companies. 











; Qualifications: A degree in Accounting froma recognised university or 
“a degree in Law and an MBA from a recognised university; with-at least 
tiree years of relevant working experience, Applicants without the 
-tegnisite academic qualification but possessing at least five years of 
$ relevant experience may also be considered. 

















Remuneration: An attractive package, commensurate with experience 
and performance, will be offered. 





Tel: +994 12 97 1301 
Fax: +994 12 98 13.95 
E-mail: guseinov@ azeurotel.com 
Mr. Huseyn Huseynov 
Chief Procurement Officer 
Agency for Support to the Development of the Agricultural Private Sector 
Room No. 811, Government House, 
40, U. Hajibekov Str, 
Baku-370016, Azerbaljan 


Please send your resume and salary expectations and a recent photo to: 
Emerging Mk@templetan.com 
2 OF tor 
Templeton Asset Management Ltd 
7 Temasek Boulevard #38-03 
Suntec Tower One 





Singapore 038987 
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“TRAVEL 





Europe made easy 


Crossair of Switzerland, Europe's largest sabe airline, offers more than 28 daily departures 
fram the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti 


e 
Pndtions in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your Crossair 


local travel agent or Crossair +44 845 607 3000. www.crossair.com GB. The Qualiflyer Group 


CONFERENCES PUBLICATIONS 
World Development Indicators 2000 


(Print Edition and CD-ROM) SPECIAL PACKAGE SAVINGS 


"it possible, one should have both—the hard copy 
and the CO-ROM—versions for in some ways they 
complement one another... 
























Infrastructure for Development: 
Private Solutions and the Poor 
31 May -~ 2 June 2000, London 





-— Journal of Teaching in International Business, 
Vol. 10, No. 3/4, 1998 












Now in its 4th edition, Warid Development Indicators, 
the World Bank's respectad statistical reference 
publication, pravides a comprehensive view of the world 
economy for 148 economies and 14 country groups, with basic 
indicators for a further 58 countries. This edition of World Development 
Indicators retains its basic thematic presentation-with shesections covering: Worl 
View, People, Environment, Economy, States and Markets, and Global Links. 









A major international conference on emerging best practices and 
practical implementation strategies for improving infrastructure 
services to low-income households in developing countries through 
private sector approaches. 









Major themes to be addressed include: 

* The nature of the challenge, 

* The role of market structure and regulatory reforms. 
lie Addressing financial and institutional barriers, 
















World Development Indicators 2000, 2000, Print editio: Stock zo. A14553 
USBN 0-8213-4553-2). $60. 

CD-ROM: Single-user version: Stock no. A14554 (ISBN 0-8213-4554-0}, $275.00. 
Netwark version: Stock rio. A14555 (ISBN 0-8213-4595-9). $550.00. 
Special Package Price: Print edition and single-user CD-ROM: Stock no, A31698, m 























The conference should be of interest to 

* Policymakers.and regulators 

* Private operators, investors, financiers and consultants 

* Development agencies and non-governmental organizations 
Scholars 











To order in the UK contact: Customers Quiside the UK contact: 
Microinfo Ltd PO. Box 3, Omega Park ~The World Bark, PO, Box 960° 
Alton, Hampshire, GU34:2 PG Herndon, VA 20172-0960 


















For more information, contact the Central Office of Information via Tel: (44 1420) 86848 Tel 703-661-1580 ar 800-645-7247 or 
fax'at'+44-171-261-8588, or via e-mail at jebarrac@coi gov.uk, or Fax. (44 1420) 89889 Contact your World Bank distributor 


email: whank@mieroirta.co.uk waw worldbark org/publications 


visit the conference website at www.ppiaf.org/ppiandthepoor www. microinfo.co.uk ATZE 






Sponsored by: 


PPÞIAF DFI D international EÀ The World Bank d Ba L k Publica tions 


Pee nisti Visit our website at www.worldbank. org/publications 
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IMMIGRATION TO CANADA BANKS & INSURANCE Co. 2ND PASSPORTS, DRIVER 
Expenieny peed a Canaan immigra nion L sawyer Cree ae ICENCES: DEGREES: BANK 




















info at hip Aewwunnenttemvore: bunks, com 
Fax: (011-507)213.03 38 - from USA 
Fax: (00-507)213 03 38 - from Europe 


-ICSL OFFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 

tax/ low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 





CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Theria Companhia de Serviçaos Lda. international Company Services (UK) Ltd 
Tel: +1 450.679 7452 Fax: +14506794263 Tel: +351 21914 2030 Fax: +351 21314 2031 Tel: +44 171493 4244 Fax: +44 171 491 0605 

Email: icscanada@’cedep.net Email: por@ICSL.com Email: uk@ICSLcom 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
international Company Services (USA) Inc international Company Services (USA) Inc International Company Services S.A. 
Yel: +1 310 5508712 Fax: +1310 2057973 Tel: +1954 943 1498 Pax: +19549431499 Tel: +598 2902 1165 Fax: +598 2 902 1191 


Email: usawest@1CSL.com Email: usa@ICSL.com Email: uy@ICSL.com www.iCsS 
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The West and North Africa Department of the Department for 
international Development (DFID) wishes to-contract an 
organisation or a group of individuals to actas implementers of a 
proposed State and Local Government Project {in Nigeria). As the 
UK government department responsible for all aspects of 
International Development policy, DFID’s principal aim is. to 

9 contribute to the elimination of poverty in. poorer countries andto 
enable poor people to achieve sustained improvement in their 
living standards. 

THE NEED 

1. DFID is likely to start working in 2/4 states. 


2. The Project will seek to strengthen links between state and local 
governments and will work in 5 main areas, i.e. civil society (to 
create demand for better government), finance and planning, 
development of human resources, service delivery systems, 
developing management and leadership skills. Other areas to be 
addressed include problems of accountability, weak systems, 
irregular revenue flows, poor management, lack of transparency 
and encouraging popular/media/CSO participation. 














3. The first phase of the Project will look at developing joint 
activities and local ownership and undertake detailed 


information may be obtained by contacting the above. 


The Depart for Internatio DFID wor 
Development (DFID) is the 

government department for 
promoting development and the reduction 
of poverty, DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 


Fulfilling Britain's commitment f 





TRAVELLING TO NEW YORK? 
Bed & Breakfast Servico offers 200+ 
apartments, all in fashionable areas, Rates 
390-300 pin. 












®WorldBid 


INTERNATIONAL TRADE LEADS 


ime 
Corporate Specialists 


» Fi à Bed of Roses Va Loe. 
View details at: 800 Sth Ave, NYC 10021 


www.worldbid.com | | tei: (212) 421-7604. Fax: (212) 938.0617. 


_ BUSINESS OPPORTUNITIES 






TELECOMMUNICATIONS PARTNERS 


BASED COMPANY WITH 25 YEARS OF SATELLITE COMME ATIONS 
15 LOOKING FOR HIGH QUALITY PARTNERS AND REGIONAL 

> CONSULTANTS DIRECTORS TO MANAGE THE LICENSING, SALES, AND 
MARKETING OF OUR INNOVATIVE SATELLITE COMMUNICATI SERVICES. 
Sakon is building satellite systems in developing countries like Bahrain, Ethiopia, 
Haiti, India, ivory Coast, Jamaica, Kenya, Pakistan, Senegal, Vietnam, Yemen 

and other areas where fiber is excessively expensive or non-existent. 

Our work}cass SATELLITE COMMUNICATIONS SYSTEM offers the following services: 
Direct Dial Voice Services 
. Calling Centers and (ards 
-Jri 


vpro baporate VPN 






poeeces 





Carrier Termitation 


For more information call Phi Gibson at 004-978-663. 7890 x245 of vie e-mail at- pgibsoni 





D piri STATE AND LOCAL GOVERNMENT PROJECT . 


Expressions of Interest (2 copies-of no more than 2,500 words) should give evidence of ability to respond to the above 
requirements, This should be clearly marked for the attention of Gary Casssidy, Room AH364, DFID, Abercrombie House, 
Eaglesham Road, East Kilbride G75 8EA, UK. Fax: 01355 843183, Tel: 01355 843172 or Email in Word 7 (not zipped) 
compatible format: G-cassidy@DFID.gov.uk They must arrive no later than 5pm on Friday 21 April 2000. Further 


in partnership with 
governments, international and national 
non-governmental ¢ 
ivate sector and ins 
, UN agencies and the European 
on. Most of our as 
concentrated on the poorest countries in 





EXPRESSION OF INTEREST 


operational research to create clear agreed base lines and is 
likely to last for up to a year. Ideally there will be continuity of 
personnel into the main Project. 


4. The Project is likely to have an overall co-ordinator based in 
Abuja who will liaise with the DFID office in London and 
in-country as well as with the Nigerian Federal Government. 
Project Managers and senior professional staff will be based in 
2-4 states. Short-term consultants are likely to.be needed and 
it will be the responsibility of Project staff to. decide upon 
requirements. 

SELECTION CRITERIA 


DFID will short list potential candidates/companies on the 
following basis: 


a. Demonstration of skills, experience and capability to manage 
such a project. 

b. Proven expertise and experience in the fields outlined in 
paragraph 2 and preferably some working knowledge of Nigeria 
(although this is not essential). Individuals with specialist skills - 
who would be interested in short or long term assignments 
under this project are also invited to forward their CVs. 


c. Knowledge of DFID or other development agency procedures. 







Asia and sub-Saharan Africa, but we also 
work in middle income countries, and in 
tions, the Central and Eastern Europe 


ons such as the DFID is committed to a policy of Equal 


Opportunities and encourages applications 


stance is from members of the ethnic minorities. 





BAHAMAS FOR LESS $599 
8 DAYS/7 NIGHTS 
SANDYPORT BEACHES RESORT 


Beaunful RCL affiliated Gold Crown resort, 


ay 2 adults and 2 children 


ypart com/sanialer/ece 
Tel: 800-468-4701 


The ultimate authority on the world’s best hotels 
hideawayreport.com 
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FROM THE WORLDS No. 1 PROVIDER 


INSTANT RESPONSE 
CONFIDENTIALITY 
ASSURED 

29 LANGUAGES 
SPOKEN 


Skrivanek Translation Services, Ltd. 


SKRIVANEK is registred EU deliverer (CCR CZE - 23379) 


We offer: 

- professional translation services in more 
than 100 language combinations! 

- interpreting, software localisation 

- company start-ups (call +420 603 514706) 

- large translation projects 

- franchising licence worldwide 


with no up-front charges 
(ask for free info: pavel@skrivanek.cz) 


For over a quarter of the century, 
OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients. 


NAINVATSNS 
SERVICES, Ltd 


TRANSLATION Now delivered through a network 


of offices in 26 world financial 
centres and all time zones, the col- 
lective experience, skills and 
resources of more than 300 multi- 
skilled professionals including 
lawyers, chartered accountants 
and secretaries, economists and 
bankers are instantly accessible - 
wherever you are. 


Poland - Warsaw +48 22 6997182, Katowice +48 602 764657, Lublin +48 81 4413346, 
Hungary - Budapest +36 1 3439897, Sloventa - Ljubljana +38 661 329516, 
Bulgaria - Sofia +35 92 686970, UK - London +44 7713431875, stsuk1@cs.com, 
Slovakia - Bratislava +42 17 55568948-9 
Czech Republic - Prague 4, Ns Dollnach 20 +420 2 41430022, praha@skrivanek c. 
Prague 6 +420 2 33320561-2, Bme +420 5 41242186, Liberec +420 48 5104202, 
Hradec Králové +420 49 5814335-6, Ostrava +420 69 6118554 


Ask for free info about us at praha@skrivanek.cr or +420 2 41430022 


THE MOST COMPREHENSIVE 


RANGE OF OFFSHORE SER- 
LONDON - Richard Cook 85¢ (Hons) 
Tel: +44 (20) 7355 1096 
Fax: +44 (20) 7495 3017 
E-mail: ilon@ocra.com 


LUXEMBOURG - Eveline Karis 
Tel: +352 224 286 

Fax: +352 224 287 

E-mail: ilux@ocra.com 


FINLAND - Til! Sahlgren 85C (Econ) 
Tel: +358 (9) 6969 2569 

Fax: +358 (9) 6959 2565 

E-mail: if@ocra.com 


MADEIRA - Dr David Fiske de Gouveia 
MIS BSc, MBA 

Tel: +351 (291) 201 700 

Fax: +351 (291) 227 144 

E-mail: imad@ocra.com 


Reduce your costs, get high quality translations, translate with us! 


prices from..... 4 USD/ 1000 words! 


The largest translation company In Central 
and Eastern Europe, 24 offices in 7 countries. 





“Taking Company 
Formation into the 





HUN Laszlo Kiss 85c Econ 
Tel: +36 (1) 351 9959 
Fax: +36 (1) 351 9958 
E-mail: ih@ocra.com 


BULGARIA - Stoyan Mavrodiev LLM 
Tel: +359 (2) 980 86 65 

Fax: +359 (2) 989 16 63, 

E-mail: ib@ocra.com 


CYPRUS - Christos Vassiliades Attorney 
Tel: +357 (2) 673 211 
Fax; +357 (2) 673 463 
E-Mail: icy@ocra.com 





; 21st Century 










The Company Store Group E Ready made & own choice of name aA - fable Sache ACCA 
International is one of the \Co's available in UK & worldwide. Tel: +230211 5100 
h E Free advice & colour brochure. ne 

longest established E Froo namo check | E-mail imr@ocra.com 

ea p : SINGAPORE - Florence Nathan AQS 
professional firms E We guarantee the Tel +5 535 3382 

s pee f \ t . ax: ; 
specialising in pple sd eon gone E-mail: —- PY: 

ie fi a +b A Pr HONG mond Choi MUA (Dip) 
this field. confidentiality, dipte Tel: +852 2522 0172 
YOU CAN'T B Ful nomines Eat Ink@ocra.com 
I services, domicilation, FOR OUR 110 PAGE COLOUR AUSTRALIA - Malcolm Cooper 

BUY CHEAPER - bank introductions, | BROCHURE CONTACT Tel: 461 (2) 9251 5822 
WE WILL MATCH ANY | mail, tel, fax, e-mail and | CW Forster (Director) ee eee 


associated services. 


OTHER QUOTE. E All major credit cards accepted. rr: 


OUP WORLD WIDE 


USA AICS Ltd - Kevin Mirecki 85, 10, isq 
Tel: +1 (949) 979 3344 
Fax: +1 (949) 979 3300 
E-mail: iusa@ocra.com 





26 Offices Worldwide 





26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 
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PO Box 55, Ramsey, Isle of Man, 


Great Britain, IM99 4EE 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
E-mail: economist@ocra.com 


Freephone From UK: 
0800 269900 
Freephone From USA: 


1 800 283 4444 


-www.ocra.com = 





1509002 94 Certificated + A member of the Estate and General Group established in 1935 
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| OUTPUT, DEMAND AND JOBS Growth i is picking upin aus so far the euro area’s laggard: 
Gpr rose by 2.1% in the year to the fourth quarter. Spanish industrial output rose by 5.8% in the 12 
_ months to January. Japanese retail sales fell in the 12 months to January by 1.5%; Germany's fell 
| by 2.7%. But France’s rose by 2.3%, and Canada’s rose by 5.8% in the 12 months to December. 


| % change at annual rate 


Retail sales 
(volume) _ 


The Economist poll industrial 


Unemployment 
GOP forecasts 


rate 









3mthst 1 year 


claimant Gaunt TA 


PRICES AND WAGES America’s 12-month consumer-price inflation jumped to 3.2% in Febru- 
ary, from 2.7% in January. Producer-price inflation leapt to 4.0% in the year to February, up from 


| 
| 
| 
| 
| 
$ 
| 
H 
| 
| 
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rose by 2.0% in the 12 months to February. 


% change at annual rate 
„Consumer pric 


The Economist poll 





2.5% in January. Britain's consumer-price inflation rose to 2.3%. In the euro area, consumer prices Li 


COMMODITY PRICE INDEX 

In.a bid to boost sagging cocoa 
prices, Côte d'Ivoire, the world’s biggest 
producer, plans to ban the export of small 
cocoa beans from April ist. This will affect 
some 180,000 tonnes of cocoa beans, out of 
the country’s annual crop of 1.3m tonnes. 
Côte d'Ivoire may also destroy part of its 


harvest. But traders arenot impressed. They | 


say the beans could still be processed lo- 
cally and then exported. A new processing 


| plantthat opensin July will bring the coun- 


try’s total grinding capacity to 300,000 
tonnes. Côte d'Ivoire is'also angry over the 
European Union’s decision to allow choco- 
late makers to use up to 5%.of non-cocoa 
vegetable fats in chocolate so long as the 
product is sold as “family milk chocolate”. 
It says the move will cost it $350m in export 
earnings, Together, African cocoa produc- 
ers could lose $850m. 
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E INFLATION It may havea new economy, 
but the United States has yet to escape com- 
pletely from one scourge of the old econ- 
omy: inflation. In fact, America has the 
highest consumer-price inflation among 
the big rich economies in our chart. Prices 
rose by 3.2% in the 12 months to February; a 
year ago, inflation was 1.6%. Inflation hasin- 
creased over the past year in all countries in 
the chart except for the Netherlands, where 
ithasedged down, and Japan, whichis now 
in deflation. Rising inflation is partly due to 
oil prices, which have shot up in the past 
year. But. breakneck economic growth in 
America, combined with a recovery in Eu- 
rope, have also pushed ‘prices higher. The 
Federal Reserve's quarter-point increase in 
American interest rates this week is un- 











likely to be the last. 
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FINANCIAL INDICATORS 


IONEY AND INTEREST RATES America’ $ Federal Reserve raised the federal: funds rate bya a 
uarter-point, to 6%. Long-term government-bond yields fell again. American money-supply 
growth slowed in February, as did Britain’s. Switzerland's broad-money supply shrank. 


_Moneysupply* — — — interest rates % p.a. (Mar 22nd } 2000) 


y market banks 2-year 
__prime gov't bonds 


m EQUITY TRADING The value of shares 
changing hands on Wall Street soared to án- 
other all-time high of $8.9 trillion last year, 
up by 33% on 1998’s stockmarket turnover. 
But that was a small rise compared with a 
near-sixfold increase in the value of trading 
in Stockholm. In contrast, Vienna's tum- 
over fell by nearly a third last year. In rela- 
tion to total market capita:isation, turnover 
on Wall Street also fell, from 58% to 53%, ac- 
cording to Morgan Stanley Capital interna- 
‘tional. Stockholm had preportionately the 
highest turnover in 1999, equivalent to 319% 
of market capitalisation. 


Stockmarket turnover: 
:1999; as:% of market capitalisation: 
Oo 801 } 
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STOCKMARKETS Markets rose despite the increase in American interest rates. The Dow 
gained 7.3%; the Nasdaq composite rose by 6.2% and is now twice as high as a year ago. So is 
| Stockholm, up by 4.5% this week. Madrid and Milan bucked the trend with small declines. 
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_ TRADE, EXCHANGE RATES AND BUDGETS America’s visible-trade deficit widened to almost $35 billion i in January; the 12-month total 
ballooned to $358.5 billion. Also in January, Japan’s, Germany's and France’s 12-month trade surpluses all narrowed. The dollar’s. trade-. 
weighted value rose this week; the yen and the Australian dollar fell. 









„Trade balance’, Sha Surrent account „Exchange rate |. „Currency units Budget 
latest latest 12 Sbn The Economist poll trade-weighted? per per per per balante 
month months latest 12 mths % of GDP, forecast Mar 22nd year ago $ E DM euro % of ape 
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| ECONOMY South Korea’s Gor rose by an impressive 13.0% in the year to the fourth quarter. f 
world’s population is infected with tuber- | Thailand's also grew strongly, by 6.5%, and Poland’s by 6.2%. The Czech Republic managed only - 
culosis (rB), according to a report by the | 1.0%. Argentinaemerged (just) from recession, with growth of 0.1%. Brazilian consumer-price in- 


"ME TUBERCULOSIS Around a third of the | 
| 
| 
World Health Organisation. The disease | flation fell to 7.1% in the 12 months to February; Israel’s rose to 1.6%. 
if 
| 
| 
| 





kills 2m people a year, 98% of them in de- | 


4 S i. $ % 1 i * 
veloping countries. rs has increasedin sub- | mmm e change oh Yeates 12 Months. sin. ee sbn 
Saharan Africa and Cambodia partly be- production prices balance account 
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GDP industrial Consumer Trade Current “inet Nano | 


cause of their high rates of nev infection, | 
which predisposes patients tors. The dis- 
ease wreaks havoc in the worst-hit coun- 
tries, since 75% of TB cases are among eco- 
nomically active 15-54-year-olds. 
Cost-effective therapy does exist: DOTS, A 
system that involves treatmemt with two 
cheap antibiotics for up to eight months, 
and is supervised to ensure patient compli- 
| ance. Zimbabwe and other countries that | Argentina 
_ haveexpanded the service are hoping to see 
an. impact on their rising case-load. But 
| other countries, suchas India, have failed to 
introduce pots widely. Treatment with the 
wrong drugs, or irregular supplies of the 
right ones, is leading toa rise in deadly 
multi-drug resistant Ta, which is far more 
costly and time-consuming te tackle. An 
anti-re vaccine for adults is badly needed. 


+ OF Fee +28.2 fek +29.3 1998 156.8 Nov 
+ 0.6 os? 96,3 Dec 














Mexico 
Venezuela 





“TAG Dex 
2.2 feb 





























413.7 foo + 25.1 feb +35.9 tan $15.9 02 8.5 be 
*Excluding gold, except Singapore; IMF definition. ‘Visible and invisible trade balance SYear ending lune, 








FINANCIAL MARKETS Taipëi sied by sora as Taiwan's e political t tensions vah China ap- 

: Lee | | peared toease despite the election result. Most emerging markets shrugged off the rise in Ameri- 

uganda: dl i ¿| | can interest rates. Sao Paulo made gains of 5.4%, as did Seoul. Singapore rose by 5.5%. But uncer- 
SEN aranka oa tainty over Turkey’s upcoming presidential election helped to knock Istanbul down by 5.7%. 
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antral banks and stack exchanges: Prirnark Datastrearn: EIL; Reuten, Warburg Dillon Read, 1.P Morgan; Hong Kong 
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_ The bigge 
Investment . 
opportunities 
aren’t on the 
internet. 


They’re in 
this report. 


Introducing e-volve: the research report that reveals which 
non-Internet companies stand to profit from it. 


By now, every investor has access to research on Internet companies. 















But here's something they den’t have: comprehensive research on the 
Internet's penetration into all aspects of business. And which non-Internet 


companies will profit from it. 


Bot-Cont e-volve features the insight of 77 Bear Stearns equity analysts from 
and Beyond industries as diverse as gaming and waste management, probing the 


Internet's impact on the companies they follow. It’s the kind of deep, 
intelligent analysis people have come to expect from Bear Stearns research. 

Find out why some of the year’s hottest Internet plays may be on 
Main Street, not in Cyberspace. With e-volve: the report that doesn't 
just predict how the Internet will change business. It names names 
and gives numbers. 


Access the report at www.bearstearns.com. 
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The compact Acer SOHO Se 


inovalue Product Inform 





Innovalue™ gives you 
added value through innovation. 
That's the Taiwan Advantage. 


You've just moved into new offices: 24 employees, 
24 computers, 24 needs to exchange files and access the Internet. 
No problem. Acer Netxus has just introduced 
the Acer SOHO Series, a network system 
no bigger than a breadbox. Flexible, stackable, 
Acer’s dual-speed Fast Ethernet hubs and switches 
let your system expand as you expand. 
Better yet. Through clever circuit and fabrication design, 
ACER has created another Innovalue product. 

You'll find Innovalue in many IT products from Taiwan: 
LEO's function-filled Palm-sized PC. Twinhead’s 
ultra-slim notebooks. And in other product areas, including yours. 
To learn more, reach us by fax or E-Mail. 


See us at the CETRA booth at CeBIT, Computex, Comdex. 








TAIWAN. Your Source for 


O Mbps dual-speed network. 





E-Mail: mitnews@cetra.org.tw 





Fax: 886-2-2723-5497 








Inside every risky, 
under-capitalized company 
is a blue-chip multinational 
struggling to get out. 


Just because a company is small today doesn’t mean it will be small 
tomorrow. It's the size of your idea that counts. That’s why we help 
developing businesses secure financing. We provide support and give you 


access to all our resources. So your big idea can become a giant success. 














